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Operationalizing T+1 in September 2023

> 2/ Operationalizing T+1 DTCC
Tﬂx Who participated in our Campaign?

aime/ ines As a truly industry-wide survey, we have benefited from

the ValueExchange X G s the insights of over 306 specialists across the
investment-cycle globally so far. These respondents are

broken down as follows:
With 8 months remaining before the transition to T+1 settlement cycles

in the USA and Canada, how, where and when are we preparing to
remove a day from our trade processing?

Led by DTCC and TMX, with the support of AFME, ASIFMA, EFAMA and

ISITC, this ValueExchange survey sets out to explain how the world is {,s"“";j;ors
preparing for T+1 today. Building on the unique insights gained during |

our January 2023 survey, this is intended to provide a picture of how our
preparation journey is evolving - through practical, statistical insights America
that can directly contribute to your own thinking. 4%

This document summarises the key statistical findings of our campaign.
If you would like to benchmark you own T+1 plans then please complete
our global survey using the QR code below. If you would like to discuss
your preparations further, please contact us at

info@thevalueexchange.co Custodians /
Administrators _~
34%
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How ready are we for T+17

72% of the industry is mobilizing around T+1 but a quarter is still in planning stages

Chart Title

Sep 6% 33% 23% 5% 3% 6%
Researching / Learning up Scoping out change requirements = Preparing project funding requests m Funded projects being executed
mTesting m Fully prepared m No changes planned
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How ready are we for T+1?

72% of the global industry is mobilizing around T+1 but more than half of Canadian
Investors are still in planning stages

T+1 readiness
(% of respondents by readiness stage, Canadian investors)

January

15% 22% 33%
2023
September 6% 33% 23% % 3% 6%
2023
Researching / Learning up Scoping out change requirements m Preparing project funding requests m Funded projects being executed
m Testing m Fully prepared m No changes planned
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Where are we working on T+1?

No signs of investor momentum in Asia but Europe is progressing

Investors

Custodians

Brokers

f Indicates change in readiness since January 2023

T+1 readiness

(% of respondents per segment/region who are in project, testing or fully prepared modes for T+1)

/ North Amerlca
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90% ﬁ
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Europe Asia-Pacific

57% ﬁ ‘ 25% ==

67% 100% ﬁ‘
sin) 4 18%
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Where is T+1 impacting us?

T+1is a middle office and funding issue, especially for investors

. cepel o
.\.Nhere is T+1 h!ttlng ? mBuy side = Sell side
(% of respondents citing each area as being strongly impacted by T+1)

77%

%'U 44%
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2%
5 g 24% 23%
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opening / Trad.e Foreign Funding Middle Office Settlement Fails Secur!tles Collateral Corp'orate Valuations
- execution Exchange Mgt Lending management Actions
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Where is T+1 impacting us?

Trade processing in North America, Funding and Middle office in Europe and Asia

Time-zones are driving the
T+1 impact

T+1 Impact (0-5 scale, average by region and by activity)

50
i)
O
©
(o}
£
North
America
Europe
Asia- :
. 3.5 Account Trade Funding Foreign Middle Office Settlements Fails Securities Collateral Corporate Valuations
paClﬁC Opening Execution (including Exchange/FX (Confirmations management lending management Actions
treasury / Allocations)
management)
m Asia-Pacific Europe mNorth America
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What do we expect to do on day one?

Significant readiness around key market timings — yet and only 55% know their SBL plans

o}
X —

7pm

9pm

11:59pm

TO

3:59am

Allocations (US)

Affirmations (US)

Securities lending
recall booking (US)

FX booking for
delivery on T+1

Trade matching
(Canada)

Do you expect to complete each task by this time?
(% of respondents per task)

Ability to meet 3:59am matching guideline (%
of Canadian investors already working on T+1)

72% 3% 26%

24%

38%

26%

76% 29 23%

mYes mNo Don't know
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What will happen to trade affirmations?

Less clarity and more resistance in Europe and Asia-Pacific: Causing risk for US brokers

What will happen to affirmations? Still TBC
(Plans to affirm by 9pm ET, by region)

North America Europe Asia-Pacific

Don't know
= No

= Yes
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Investors

Intermediaries

What is the industry project plan?

Investors’ project plans are very open-ended — are we already planning to be late?

Q3 -2023

44%

of Canadian investors' projects are due to be
completed between Jan and May 2024

Q4 - 2023 Ql - 2024

24%

34%

of intermediaries’ projects are due to be
completed between Jan and May 2024

T+1 project activity

(Average distribution of project work by time-frame, by segment)

it
Q2 - 2024

19%

of Canadian investors' projects

are due to be completed after
Q2 2024

Q3/Q4 -
2024 202>

— 1%

5%
of intermediaries’
projects are due to
be completed after
Q22024

66%

No time
frame

33%

66%

of global
investors'’
projects
have no
time frame
today
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What is the industry project plan?

T+1is an enterprise project — but FX/funding projects are as needed as settlement changes

Investors’ T+1 Project Activity
Average distribution of projects) Key Projects for Canadian investors

—_

Enterprise 23%

Deploying CTM Match to Instruct

Settlements 19%

Fundin 13%
9 ° 26% . .
of investors’ projects Implementing nfw record keeping
FX 13% are on FX and funding systems
Securities Lending 9%
Moving from batch processing to
Middle office 9% real time processing

Reconciliations

Hiring more staff

3 X
X X

Corporate actions

Onboarding / SSls

N
X

the case for transformation
thevalueexchange.co

-—



Why are we struggling?

Over 65% of investors and intermediaries are struggling with non-settlement issues: notably in
funding and SBL

Investors' key challenges Intermediaries’ key challenges
(% of respondents citing each issue, by impact) (% of respondents citing each issue, by impact)

Differences in settlement cycles between

0 [ i i
US/Canada and other markets - for fund liquidity 18% 47% Moving SBL recalls booking to TO - i 55%
Executing on system changes / Dependencies on o S Moving FX booking from T+2 to T+1 and/or
legacy technology 15% 42% pre-funding 12% PASYL)
Moving SBL recalls booking to TO 14% 31% Meeting new timings for Affirmations,
. . Confirmations and Allocations 12% 47%
Moving FX booking from T+2 to T+1 and/or pre- 13% 7 Understanding the Confirm / Affirm - .
funding process 1% 16%
Meeting new timings for Affirmations, . )
) 3 . 11% 50% Differences in settlement cycles between
Confirmations and Allocations US/Canada and other markets - for fund.. 10% 26%

Current market timings and deadlines (at

3
X

; 9% 38% Removing manual processing (internally
depository) and with client instructions) 9% 40%
Removing manual processing (internally and with . . .
client instructions) 6% 53% Securing subject matter gxpert|se to 9% 30%
support preparation
Securing subject matter expertise to support
preparation B0 39% Current market timings and deadlines (at 7% 40%
depository) 2 2
Understanding the Confirm / Affirm process % 35% Executing on system changes / o s
Dependencies on legacy technology g <
Understanding the cost/benefit and business case 259,
for preparing 2 2 Understanding the cost/benefit and 79 L 140
(o) (o)

business case for preparing

m Blocking us from being ready B Slowing our progress
m Blocking us from being ready m Slowing our progress
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Where can we accelerate readiness?

More trade-flow automation — a key enabler for over 70% of respondents

Changes to market timings and
deadlines

CTM'’s Match to Instruct (M2i) workflow

No value
Limited value

Valuable
/ = High value
= Essential

Changes to market timings and CTM's Match to Instruct (M2i) workflow
deadlines

* % ok * o
* ¥ o %
* % % *
* % % ¥
* % 4 % %
* % % ¥
* % 4 * %
* o A o
* % % % %
* 4 % F
* % ok % %

Auto-recalls
solution at CSD

Auto-borrowing
(securities locator)

C Y
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What are our testing plans?

Only one third of investors plan to run end-to-end tests before May 2024

Do you plan to run end to end testing (including with brokers/custodians and service providers)
before May 20242
(% of respondents responding “yes”)

(Prime) Brokers

Investors 35%

47%

of Canadian investors have no plans to test
for readiness before May 2024
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This report has been prepared by The VX (Canada) Ltd. and is provided for information purposes only.

The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable care has been taken to ensure that the information

contained herein is not untrue or misleading, we make no representation that it is accurate or complete and it should not be relied upon as such. All opinions and estimates
included herein constitute our judgment as at the date of this report and are subject to change without notice.

Unless we provide express prior written consent, no part of this report should be reproduced or distributed. We do not accept any liability if this report is used for an alternative
purpose from which it is intended, nor to any third party in respect of this report.

This document must not be considered as an offer to sell or a solicitation of an offer to buy any product, security or service.
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