T+2 shortened settlement cycle
update
Are your T+2 trade processing changes on track?
Q1 2016 is behind us and the migration to a shortened settlement
cycle (T+2) is fast approaching. The Financial Industry Regulatory
Authority (FINRA) and Municipal Securities Rulemaking Board
(MSRB) have already released their rule changes for T+2, and the
US Securities and Exchange Commission (SEC) is fully on board and
plans to announce its own preliminary rule changes by Q2 2016.
To be ready for industry testing—and to meet the targeted migration
date of September 5, 2017—the T+2 Industry Implementation
Playbook (T+2 Playbook) specifies that by the end of 2016
organizations should be completely finished with development,
implementation, and internal testing of their modified trading
systems, reference data, and trade processes. Between now and
then, there is a lot of work to do—and not much time to do it. The
move to T+2 will have a significant impact on systems and processes
across a wide range of areas, from order management through

post-settlement. And while the individual changes are expected to
be relatively straightforward, their sheer breadth and volume make it
important to stay on schedule.
For organizations just getting started, a good first step is to conduct
a thorough trade processing assessment—including a complete
inventory of affected processes—to help identify required activities
and resources and budget for additional resources, hardware,
and software. When planning, organizations should also consider
the availability of IT personnel with in-depth knowledge of their
internal trading systems (including legacy systems). Early review of
trade processing could also provide opportunities to improve your
organization’s operating infrastructure and transform the way your
organization effectively addresses business, technology,
and operational risk.
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Where do you stand?
To determine if your T+2
migration efforts related to
trade processing are currently
on track, ask yourself the
following questions:

Figure 1: Trade processing alone has multiple layers
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Questions to ask yourself

Test strategy and
planning

Has your team inventoried the trading systems that will need to be
modified? Does your organization have the IT resources available for
these changes?

Reference data

Are you working with your vendors and service bureaus to configure
reference data for the migration?

Trade funding

Will any changes be required to payment mechanisms that support
trade funding to ensure cleared funds are available for settlement?

Mutual funds

Does your organization need to consider changing settlement dates
for mutual funds?

ETF create and redeem
processes

Will your organization need to update processes for ETF creation and
redemption?

Trade order management
and trade capture

How are trade orders entered or captured at your organization? Could
any changes be needed to user interfaces for order entry?

Trade matching and
affirmation

Do you know which trade matching and trade affirmation processes
will need to be updated to meet the Depository Trust and Clearing
Corporation’s (DTCC) new cut-off times?

Projection reports

Are any projection reports distributed or used by your organization?
Will the reports or downstream processes be required?

Physical securities
delivery

What percentage of your organization’s trades involve physical
securities? Will any changes be required to your processes to deliver
physical securities for T+2 settlement?

Unless you can confidently answer all these questions, your T+2 team might need to pick up the pace.
Lagging behind could have significant consequences for your organization’s reputation and financial
results, including trades that fail because they cannot be settled in a compliant manner within the
required timeframe.
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Migration activities that should already be complete
The T+2 Playbook includes a timeline of key activities and milestones required for an effective
migration (Figure 2). According to the timeline, a number of migration steps related to trade
processing should already be done, including steps that require significant coordination with
external parties such as customers, vendors, service bureaus, and major counterparties.

Figure 2: T+2 migration timeline
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Here is a more detailed look
at the key migration activities
related to trade processing that
should already be finished:

Activity

Considerations

1. Inventory scope

•• Include trading systems and reference data in the trade processing
inventory
•• Include both hardware and software
•• Ensure completeness by including all systems and data in the inventory,
even systems and data that are not expected to require changes
•• Assess in-scope products affected by the T+2 implementation and map
those products to systems and data
•• Review systems that align with the list of products

2. Conduct impact
assessment

•• Examine changes required to systems and reference data
•• Examine settlement date configuration, such as hard coding of
settlement date and login programs
•• Evaluate both downstream and upstream systems for impact from
trading systems changes

3. Create book of
work

•• Examine changes required to systems and reference data
•• Examine settlement date configuration, such as hard coding of
settlement date and login programs
•• Evaluate both downstream and upstream systems for impact from
trading systems changes

4. Design solutions

•• Assess the responsible parties for trading systems, which may be
proprietary or developed by external vendors and service bureaus

5. Coordinate
activities

•• The full extent of changes to reference data will be different depending
on the market participant and whether the data is proprietary data or
external vendor and service bureau data
•• The full extent of changes to reference data will be different depending
on the market participant and whether the data is proprietary data or
external vendor and service bureau data

6. Develop internal
test plans

•• To ensure a smooth change-over, develop test plans before making any
changes to trading systems

7. Develop migration
plan and schedule
changes

•• Consider how to release updated code prior to the T+2 migration date
while continuing operations using T+3 settlement
•• When scheduling changes to trading systems, consider user interface
continuity and customer experience issues, such as preparing
customer service or user help lines and scheduling changes overnight
or on weekends
•• Schedule the execution of required changes
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Critical issues to consider
As your organization prepares to execute
the required changes starting in Q2 2016,
there are a number of issues to consider
at various points throughout the
trade lifecycle.
Order entry and trade capture
Organizations should take a hard look
at how they pool trades for order entry
management, and then determine if these
processes need to be completed more
quickly for T+2 settlement. Also, manual
order entry processes and procedures
should be reviewed and updated as needed.
Coordination with vendors and service
bureaus will likely be necessary to determine
if any of their processes for order-entry
management and trade capture need to be
changed. Other important considerations
include: mutual fund “ack/nak” procedures,
and the timing for resolving “nak” trades to
maintain the correct price and settlement.
Payment mechanisms and trade funding
Check and Automated Clearing House (ACH)
processing will need to be completed more
quickly to ensure cleared funds are available

for settlement on T+2. Also, it is important
to consider any changes that might be
required to trade funding processes and
procedures (and the subsequent education
and communication that will be necessary
to keep customers informed). Although
the changes in this area are expected to be
relatively simple, even small changes can
create a significant amount of risk.
Trade matching and affirmation
The Depository Trust and Clearing
Corporation (DTCC) has new cut-off times
for trade matching and affirmation in Real
Time Trade Matching (RTTM) and Omgeo.
Organizations need to look both at legacy
and vendor or service bureau systems and
processes to ensure the new deadlines can
be met. Also, changes to trade matching and
affirmation may require changes to service
level agreements and procedures. When
implementing changes for T+2, organizations
should review the percentage of trades that
are currently not matched quickly enough
to meet the new, shorter deadlines, and
then determine if any changes are needed
to internal controls and policies in order to
decrease the number of failed trades.

Physical securities delivery
Organizations should consider what
percentage of their trades involve physical
securities. They should also consider what
percentage of physical securities are for
sale, as well as determine whether or not to
increase efforts to dematerialize remaining
physical securities.
These are just some of the issues
organizations need to consider as they
prepare for the move to T+2. To identify
the most complex and time-consuming
issues for your particular situation, it helps
to think through the issues in advance and
to have collaborative discussions with your
industry peers and other companies that
are actively engaged in addressing similar
issues. Starting early will give you more time
to understand the issues and address the
unforeseen challenges that will inevitably
arise and could also help reduce the costs of
T+2 implementation.

T+2 Industry Implementation Playbook, December 18, 2015
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Stay tuned
The SEC has indicated support for the
planned transition to T+2 and expects to issue
preliminary proposed rules by the second
quarter of 2016. In the meantime, other
regulators—including FINRA, the Office of the
Comptroller of the Currency (OCC), the Federal
Deposit Insurance Corporation (FDIC), and
various self-regulatory organizations—have
already submitted notifications of proposed
rule changes to the SEC.
This update provided an overview of the
trade processing component of the T+2
Playbook. Future updates will take a detailed
look at the steps required for implementing
and executing the changes associated
with the other T+2 Playbook components,
including asset servicing, documentation,
regulatory changes, and testing.
The migration to T+2 is an important
breakthrough for the financial services
industry and, as such, it is important to get it
right. Financial services providers that fail or
fall behind could be in a difficult position as
the rest of the industry moves forward. That
being said, the good news for organizations
just getting started is that it is not too late to
pursue an accelerated implementation plan
and get caught up on the critical path.

Deloitte is well-qualified to support your T+2 implementation
Numerous leaders across the financial
services industry have engaged Deloitte to
assist with their organization’s T+2
initiatives. Our deep knowledge of the T+2
Playbook approach—combined with our
advanced tools and in-depth understanding
of cross-functional impacts—can help
accelerate implementation and migration.
Also, our approach to testing and ability
to manage and sequence complex
dependencies reduces implementation
risk and lays a strong foundation for
effective implementation.
Active leadership on T+2
•• Deloitte facilitated creation of the
Industry Steering Committee’s T+2
Playbook
•• We developed detailed implementation
timelines, milestones, and dependencies
in response to the SEC letter
•• Our leadership team will be actively
engaged with the Industry Steering
Committee and your peer institutions
throughout the full implementation
lifecycle
Deep understanding of financial
institutions
•• We are a trusted resource, helping
companies around the world with their
most strategic implementations

Leading industry knowledge
•• Your engagement leader and advisory
team will bring their extensive
experience in institutional and retail
brokerage, asset management, custody,
and exchanges
•• Deloitte will provide a dedicated team
of professionals with knowledge and
experience in trading, clearance,
settlement, asset servicing, client
reporting, technology, and regulation
Extensive trade processing experience
•• Experience mapping, documenting, and
remediating gaps in trade processes for
large financial institutions
•• Testing capabilities from the ground up
•• Deloitte has managed functional,
regression, and UAT testing for recent
industry regulatory requirements at
leading financial institutions
•• Leveraging our testing capabilities,
we have built automated processes,
frameworks, and tools for test planning,
test case generation, and defect
management

•• We have a strong track record in
securities operations and technology

As used in this document, “Deloitte” means Deloitte & Touche LLP, which provides audit and enterprise risk
services; and Deloitte Consulting LLP, which provides strategy, operations, technology, systems, outsourcing and
human capital consulting services. Deloitte Consulting LLP is not a certified public accounting firm. These entities
are separate subsidiaries of Deloitte LLP. Please see www.deloitte.com/us/about for a detailed description of the
legal structure of Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients under
the rules and regulations of public accounting.
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