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T2-T2S Consolidation context

e For more than a decade TARGET?Z2 has been running smoothly

e However

 The payments landscape has changed significantly

» Technical opportunities have further increased
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Objectives of T2-T2S Consolidation

e Improved efficiency

o Optimised liquidity management

e Easier access to all services via a harmonised interface
« Enhancement of RTGS service

* Aligned use of messaging standards (ISO20022)
 Reduced operational costs

* |Increased cyber resilience
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Building Blocks —
Business Services
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From a silo approach ...

T2S TARGET?2 TIPS

Securities High-value Instant
settlement payments Payments

Reference Data Reference Data Reference Data
Billing Billing

Data Warehouse Data Warehouse Data Warehouse

Gateway Gateway Gateway
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... 1o a modular approach

r

T2S

Securities
Settlement

Service-related
Reference
Data

Common _
Components

Central Liquidity Management
Credit line

Future RTGS
Services

HVP
AS

Service-related
Reference
Data

Common Reference Data

Shared Billing

Data Warehouse

TIPS

Instant
Payments

Service-related
Reference
Data

GUI

Eurosystem Single Market Infrastructure Gateway
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Central Liquidity Management (CLM)

 Bundles all necessary features to manage the liquidity across all
Eurosystem services that a participant uses

* Flexible and supports a high degree of automation (e. g. event based
liquidity transfers based on floor and ceiling amounts) for those
participants that do not want to actively manage their liquidity

« Allows to use available payment capacity whenever one of the
connected services is open for business without the need for
harmonised operating times

* Provides a central liquidity overview in a single screen/point with an
easy access to more detailed information

8 www.ech.europa.eu ©



ECB-PUBLIC
FINAL

CLM: Pivotal role of the main account

All operations with
*Open market Central Banks ~

« Standing facilities
» Cash operations —
eIntraday credit
*Billing

Main Account

Central Bank

t liquidity

1 1 Adjustments -
S
~ ¥ rese™®
123 TIPS Funds dedicated to
specific businesses
* Securities * Ancillary system « Instant payments [
* High-value payments
i i~
spendi™®
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Presentation Notes
The new approach we will be adopting for liquidity management is rationalising and harmonising the business with Central Banks. In terms of account set-up and in terms of processing of operations.
It introduces a hierarchy among accounts (planet / satellite) and places the Main Account as pivot for banks’ liquidity management.
The CLM becomes the instrument for treasurers that have one single set of commands to control the bank’s liquidity.

How does that work ?
The CLM is consolidating all positions, somehow fudging all balances in CeBM and the collateralised credit lines (irrespective of the CB with which it is held).
As all balances are taken into account for fulfilment of reserves, the accounts do not need to be set back to 0 at the end of the day. 
It is not completely revolutionary: the RTGS was largely play the role of the pivot so far. However it splits payments from CB business and streamline/harmonise the operations with CBs.
Beauty of it: participants that only want to have an account with the CB for accessing refinancing operations will not need to open a fully-fledged RTGS account (more than 100 accounts recorded in 2017). Expect a reduction of the number of participants.
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How will the liquidity adjustments will be managed ?
It’s like piloting a plane. Either you take the airplane controls or you put on autopilot.
Taking the control = defining floor/ceiling levels for the balance and, upon triggering of alarms, the treasurer shifts the necessary liquidity from the pot in excess to the pot in needs i.e. pushing or pooling.
We expect it will be the case for larger institutions with a large number of accounts and/or in troubled times.
Like in a plane, flying in good weather conditions, you may rely on your autopilot. There will be possibilities to link very closely the accounts, in particular the main and the RTGS account so that liquidity is automatically rebalanced. For instance: an increase of the credit line directly benefits the RTGS account.
This is likely to be used by smaller institutions that do not want to monitor too closely the shift of funds. This could be seen as a solution that is similar to what is presently offered in TARGET2 under liquidity pooling (not the same technical solution but addressing the same requirements).
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Shared Reference Data

e Avoids inconsistencies and redundancies in the data used by the
different services (e.g. party data, account data)

 Reduces effort of creating and maintaining reference data

 Enables a central (by NCB) blocking of parties across the
different services
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Shared Billing

* Aggregates raw data provided by the different services into
Invoices based on a given pricing scheme

« Avoids inconsistencies in the creation of invoices (as they
happen today), as data is directly aggregated to the required
level for all Eurosystem counterparties (i.e. no need for splitting
T2S invoices anymore)

 Would still enable separate invoices for the different services

o Granularity and pricing of billing items as well as the counterparty
to be charged is to be defined by the different services (in line
with their pricing scheme)
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Eurosystem Single Market Infrastructure Gateway

e Provides a shared communication infrastructure for all services

« Avoids duplication of communication related features into all the
different services (e.g. user authentication, signing, signature
validation, logging and archiving of messages)

 Would allow Single Sign-on for GUI users across the different
services

e Multi-vendor approach
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V-shape communication schema

m m

Participant Participant
(Sender) (Receiver)

. Licensed NSP . :

\_ targ€t|n )
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In summary
/@\ V :Js:visgaﬁzﬁnanma\
Industry message ISOZOOZZ
\@/ | scheme
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(no conversion)

Multi-network service providers
(ESMIG)

Longer operating hours

Enhanced Data Analytics
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Success Factors
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Key success factors
and fwrrlrurwl readin
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commitmer
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Prejectiuncing

Management awareness

Risk management
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WHAT participant need to ensure?

« Technical readiness

Assess required adaptations of IT infrastructure (software and hardware)
Update interfaces

Implement ISO20022 for messaging

Set-up connectivity

Perform internal testing

 Business and operational readiness
Assess business impact

Align business processes

Define operational procedures

Prepare legal arrangements

Procure Network Service Provider

Train staff for testing, migration and operations
Perform connectivity and user testing

Prepare for and participate to migration rehearsals
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Key Milestones




Eurosystem milestones
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Specifications
(02/01/18-23/12/19)

Development and 4CB internal testing
(02/01/2019- 13/08/2021)

Extended 5 months

Eurosystem Acceptance Testing (EAT)
(04/05/20-30/09/21)

EAT2 duration 2 months- extended 1 month

Central Bank Testing
(01/06/21-30/11/21)

Duration: 6 months- extended 2 months

User Testing (UT)
(01/12/21-30/09/22)

Duration: 10 months- extended 3 months

Migration
(22/08/22-21/11/22)

= [ xtension of phases

Oct Nov Dec Jan Feb Mar April May June July Aug Sep Oct Nov Dec Jan Feb Mar Aprii May June July Aug Sep Oct Nov Dec

* 2 * L 2R 2
Latest UDES v2.2 Latest UDFS Latest
UHB v1.0 31/03 UHB v2.0 v3.0 UHBV3.0
28/12 29/09 28/10

SWP2 Like-for-like SWP3 SWP4
30/04 approach 13/08 18/02
EAT2 @. B R e (N R B
EAT-SWP3 EAT- SWP4
30/09 30/06

Connect Regression testing + SWP4
@ rnnns sessnmssnssnnsnnsnnannnunnunnnnnn
Connect
@ rrnunnnnn

MOP & Infoguide
v1.0 30/05

e
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Roadmap to T2-T2S Consolidation

MILESTONES

Software development and testing of internal
applications

Software development for the required adaptation changes to T2
started and completed (15 months)

Testing of internal applications started and completed (6 months)

NSPs procurement
NSP3 - NSPs selection and contracts preparation completed
NSP4 - Network Service Providers procurement completed

Connectivity tests and user testing

Network connectivity tests started and completed (3 months)

Training for user testing started and completed (3 months)

User Testing activities started and completed (10 months)
Contractual and operational procedures adaptation

CLA - Contractual and legal adaptation completed

OPA - Operational procedures adaptation completed

Connectivity testing on production and migration
implementation

Network connectivity tests on production started and completed
(3 months)

Pre-migration activities on production environment started and
completed (2 months and 1 week)

GO-LIVE

2021

2020

2022

o | o [ o | o | o4+ [ o [ o | 03 [ 04 |

Oct Nov Dec Jan Feb March Aprii May June July Aug Sep Oct Nov Dec Jan Feb Mar April May June July Aug Sep Oct Nov Dec

(IAD5 31/03/2020) IAD6
30/06

IAD7

01/03

NSP3
31/03

NSP4
30/06

NCO1

01/09
IST1
01/09

NCO2
3011
IST2
utar 3011 UTA2
01/12 30/09
CLA
30/09
OPA

NCOP1
01/05

NCOP2

31/07

MIG1 MIG2




Roadmap for participants
to T2-T2S consolidation

2021

IADG6 (30/06): Software
development for the
required adaptation
changes to T2 completed

NSP4 (30/06): Network
Service Providers
procurement completed

IAD7 (01/03): Testing of
the internal applications
started

NSP3 (31/03): NSPs
selection and contract
preparation completed

NCO2 (30/11): Network
connectivity tests
completed

IST2 (30/11): Training for
user testing completed

UTA1 (01/12): User
testing activities
started

Dec
2021

Nov

IAD8 (31/08):
Testing of the
internal
applications
completed

NCOL1 (01/09):
Network connectivity
tests started

IST1 (01/09):
Training for
user testing
started
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Roadmap for participants
to T2-T2S consolidation

OPA (30/09):Operational procedure

adaptations completed MIG2 (31/10):

2 O 2 2 CLA (30/09): Contractual and legal Pre- Migration 21 Nov 2022
adaptations completed activities on Launch
UTA2 (30/09): User testing production completed

activities completed

Sept
Pre- Migration activities

on production started

NCPO2 (31/07):
Network connectivity
tests on production
NCPOL1 (01/05): completed
Network connectivity
tests on production
started

May
2022
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Questions & Answers
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