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ERCC proposal for best practices for pair-offs

O ERCC Operations Group best practices for substitutions:

The total number of substitutions to be allowed.
The deadline for the Seller to give notice of substitution for earliest delivery.
The periods for the return of collateral and the delivery of the substitute.

Whether substitute collateral should have at least the same market value or
nominal value as the collateral being substituted. In GMRA (8(a)), Market Value
IS prescribed.

To the extent possible, what are acceptable and/or unacceptable substitute
securities.

Whether partial substitution will be allowed and whether there is a minimum size
of substitution.
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CDM Substitution Provisions and Eligibility Checks
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O Substitution provisions are components of the CDM model and include collateral eligibility checks.

economicTerms
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co IateralProvisi%ns
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—substitutionProvisjen
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——numberOfSubtitutionAllowed

notiseDeadlineDate Time

noticeDeadlinePeriod

Issuer
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denominatedCurrency
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productldentifier
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CDM Substitution Instruction
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Substitution Instruction in Rosetta

func Create_Substitutionlnstruction: <"Creates the terms change
instruction that updates the payout with the new substitution payout.">
inputs:
contractualProduct ContractualProduct (1..1) <"The original
contractual product to be used as the basis of the new trade.">
effectiveDate AdjustableOrRelativeDate (1..1) <"The effective date
of the substitution.">
newCollateralPortfolio CollateralPortfolio (1..1) <"New collateral
portfolio to substitute for the original collateral.">
output:
termsChangelnstruction TermsChangelnstruction (1..1)

set termsChangelnstruction:
Create_EffectiveOrTerminationDateTermChangelnstruction(
contractualProduct,
effectiveDate,
empty
)

set termsChangelnstruction -> product -> contractualProduct ->
economicTerms -> collateral -> collateralPortfolio:
newCollateralPortfolio

Substitution Instruction in Java

public static class Create_SubstitutionlnstructionDefault extends Create_Substitutionlnstruction {
@Override
protected TermsChangelnstruction.TermsChangelnstructionBuilder
doEvaluate(ContractualProduct contractualProduct,
AdjustableOrRelativeDate effectiveDate, CollateralPortfolio newCollateralPortfolio)
{
TermsChangelnstruction.TermsChangelnstructionBuilder
termsChangelnstruction = TermsChangelnstruction.builder();
return assignOutput(termsChangelnstruction, contractualProduct,
effectiveDate, newCollateralPortfolio);
}
protected TermsChangelnstruction.TermsChangelnstructionBuilder
assignOutput(TermsChangelnstruction.TermsChangelnstructionBuilder termsChangelnstruction,
ContractualProduct contractualProduct, AdjustableOrRelativeDate effectiveDate,
CollateralPortfolio newCollateralPortfolio) {
termsChangelnstruction =
toBuilder(create_EffectiveOrTerminationDateTermChangelnstruction.evaluate(contractualProduct,
effectiveDate, null));

termsChangelnstruction

.getOrCreateProduct()

.getOrCreateContractualProduct()

.getOrCreateEconomicTerms()

.getOrCreateCollateral()

.setCollateralPortfolioValue((newCollateralPortfolio == null ?
Collections.<CollateralPortfolio>emptyList() : Collections.singletonList(newCollateralPortfolio)));
return Optional.ofNullable(termsChangelnstruction)

.map(o -> o.prune())

.orElse(null);}



Wk
A\l ICMA

nternational Capital Market Association

CDM Repo Settlement and Transfers

d CDM Settlement Model
= CDM settlement type defines the type of settlement (cash, securities or other physical asset)
= Settlement Instructions
= Settlement Center
= Settlement Provisions (Shaping, Pairoff)

 CDM Transfers Events
= Supported through a workflow event, business event and CDM primitive transfer instruction
= A CDM transfer instruction defines the state and details of a transfer of cash and securities

= Transfer details include the reference settlement source, parties, date and amount.



CDM Repo Model with Settlement Terms
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Repo CDM Phase 3 Trade and Product M

odel
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CDM Repo Settlement Terms
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SettlementTerms

cashSettlementTerms
physicalSettlementTerms

settlementBase

settlementType
transferSettlementType
settlementCurrency

settlementDate —

settlementCentre
settlementProvision
standardSettlementStyle

SettlementType:Cash }

SettlementTerms Model

Y

cashSettlementTerms

cashSettlementMethod
valuationMethod
valuationTime
cashSettlementAmount
recoveryFactor
fixedSettleemnt
accuredinterest

-

CaspSettlementMethod:CashPricel

-

Caif rSettleme ntAmount:Purchase

RepurchasePrice

physicalSettlementTerms

clearedPhysicalSettlement
physicalSettlementPeriod
deliverableObligations
eSCrow

settlementProvision

%ransferSettlementType:DV%

_uﬁ[ettlemenlDate:PurchaseDa}e

shaping
pairoff

A

Accuredinterest:Repolnterest

lethod

Price

CDM Json Representation

"settlementTerms™:
"settlementCurrency™: {
"meta": {},
"value": "GBP"
}r
"settlementDate™: {
"adjustableOrRelativeDate™: {
"dateAdjustments": {
"businessDayConvention": "NONE"
}r
"anadjustedDate™: "2024-06-24"

by
"settlementType™: "CASH",
"transferSettlementType": "DELIVERY VERSUS PAYMENT",
"cashSettlementTerms": [
{
"cashSettlementMethod": "CASH PRICE METHOD"

b
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CDM Business Event Processing
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CDM business events
result in a new state
and lineage linking
after states to before
states.

intent

Correction
Increase
IndexTransition
PartialTermination
Reallocation
Renegotiation
Termination

instruction

businessEvent
after
0.~ effectiveDate
eventDate
eventQualifier
instruction
0..1
[
0.4
eventDate
effectiveDate
0.1
-

before
primitivelnstruction

CDM business events
use instructions and a
pre-defined set of
primitive
instructions.

eventQualifier

state
0.1
See State Tab
before trade
- 1.
state fe See Trade
trade
)
primitivelnstruction
ContractFormation
Execution Transfers are a

Exercise
IndexTransition

PartyChange primitive instruction
QuantityChange
Reset
Split .
TermsChange state
Transfer 0..
CollateralAllocation See State Tab
after trade
0..* 1.
- state > See Trade
trade
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CDM Transfer Functions for Cash and Assets

\\ ICMA
\ International Capital Market Association

-

func Create_CashTransfer

-

instruction: Transferinstruction

I tradeState: TradeState
func Create_Transfer | transfer: TradeState )
instruction: Transferlnstruction
tradeState TradeState — func Create_AssetTransfer
instruction: Transferlnstruction
transfer:TradeState I’ tradeState: TradeState
0. transfer:TradeState
0“*
r g
TradeState Transferinstruction tradeState
trade befare transferHistory
state

primitivelnstruction

Y

transferInstruction

tradeState: TradeState

Y

transferState

transfer
transferStatus

Produces a transfer that
is used to execute a
transfer business event.
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func Create_CashTransfer transfer transferState
instruction:Calculate Transferinstructioh transferState transfer
- - transferStatus
transfer:Transfer Generates
| _ Generates Transfer State
A Transfer Object Object
p
instruction
Transfer Instruction tradeState
payout
resets _ Y
paygl:zi;g‘md Transfer
date
settlementOrigin
resetQrigin
transferExpression
A
TradeState payout

trade interestRatePayout

Repo Trade Details State assetPayout Repo Cash Payout
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CDM SWIFT Model
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CDM Generic
SWIFT Message
Definition

SwiftMessageMTXXX
msgName
msgCode
msgFunction
msgCount )
MsgLink
MsgFields XXX
Y
SwiftMessageMT543
sequenceA
sequenceAl
CDM Specific sequenceB
Message sequenceBl
sequenceC
Sequence sequenceD
seqguenceE
sequenceEl
sequenceE2
sequenceE3

SwiftField

tag
gualifier
name
mandatory
content

SeqguenceA

Y

F20C: SwiftField

SequenceAl

Y

F22F: SwiftField
F20C:SwiftField

Generic Field
Definition

Message
Sequence Field
Definitions
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Map to Swift Format
(example with Prowide Library)

Qde: N / \ QR:GENL \

Execute CDM Repo Trade Settle and Map to CDM Swift Model

TradeDate type MT543Fields: :20C::SEME//2024062700000923
Party sequenceA SwiftSequenceA (1..1) S :23G:NEWM
PartyRole sequenceAl SwiftSequenceAl (1..1) Map CDM :98A::PREP/9802543221
Counterparty Execute Map sequenceB SwiftSequenceB (1..1) Swift Model :16S:GENL
SettlementTerms Transfer Transfer sequenceB1 SwiftSequenceB1 (1..1) to Swift :16R:TRADDET
Product Business Event to sequenceC SwiftSequenceC (1..1) VIS :98A::TRAD//20250626
PurchaseDate Event CDM Swift sequenceD SwiftSequenceD (1..1) :98A::SETT//20250628
RepurchaseDate Model sequenceE SwiftSequenceE (1..1) \ ) :35B:ISIN GBOOBMGR2916
InterestRatePayout sequenceEl SwiftSequenceE1 (1..1) :16S:TRADDET
Collateral sequenceE2 SwiftSequenceE2 (1..1) :16R:FIAC
Id sequenceE3 SwiftSequenceE3 (1..1)
Haircut

N Y, \ / " /




FINOS Resources-Getting Started @ CDM

COMMON DOMAIN MODEL

0 CDM Home Page: https://cdm.finos.org/docs/home

Q0 GitHub Repository, https://github.com/finos/common-domain-model

= gitclone -b "5.13.0" https://github.com/finos/common-domain-model (latest production
release)

=  gitclone -b “6.0.0-dev.52" https://github.com/finos/common-domain-model (latest
development release)

0 Openlssues:

 See https://github.com/finos/common-domain-model/issues

* Submit questions and proposals for group comment

(J CDM Core Examples: https://github.com/finos/common-domain-model/tree/master/examples

O Training Example: https://github.com/tomhealey-icma/cdm-training-app

0 Repo Example: https://github.com/tomhealey-icma/cdm-repo-demo-app

O Basket Builder: https://github.com/tomhealey-icma/cdm-gc-basket-builder

13


https://github.com/finos/common-domain-model
https://github.com/finos/common-domain-model
https://github.com/finos/common-domain-model
https://github.com/finos/common-domain-model/issues
https://github.com/finos/common-domain-model/tree/master/examples
https://github.com/tomhealey-icma/cdm-training-app
https://github.com/tomhealey-icma/cdm-repo-demo-app

International Capital Market Association

Contacts & Resources \\\\ ICMA

Gabiriel Callsen, Senior Director FINOS CDM GitHub repository

)
gabriel.callsen@icmagroup.org
+44 (0)20 7213 0334 FinTech Overview

ICMA’'s CDM webpage

Tom Healey, Consultant ICMA CDM Demo — Automating repo
tom.healey@icmagroup.org transactions (April 2023)

Bond Data Taxonomy

DLT Bonds Working Group

FinTech newsletter

Podcasts

This presentation is provided for information purposes only and should not be relied upon as legal, financial, or other professional advice. While the
information contained herein is taken from sources believed to be reliable, ICMA does not represent or warrant that it is accurate or complete and
neither ICMA nor its employees shall have any liability arising from or relating to the use of this publication or its contents.

© International Capital Market Association (ICMA), Zurich, 2024. All rights reserved. No part of this publication may be reproduced or transmitted in
any form or by any means without permission from ICMA.



mailto:gabriel.callsen@icmagroup.org
mailto:tom.healey@icmagroup.org
https://github.com/finos/common-domain-model
https://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/fintech/
https://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/repo-and-collateral-markets/fintech/common-domain-model-cdm/
https://www.icmagroup.org/media-and-market-data/icma-webinars-and-podcasts/common-domain-model-cdm-for-repo-and-bonds-icma-demonstration-for-automating-repo-transactions/
https://www.icmagroup.org/media-and-market-data/icma-webinars-and-podcasts/common-domain-model-cdm-for-repo-and-bonds-icma-demonstration-for-automating-repo-transactions/
https://www.icmagroup.org/market-practice-and-regulatory-policy/fintech-and-digitalisation/fintech-advisory-committee-and-related-groups/bond-data-taxonomy/
https://www.icmagroup.org/market-practice-and-regulatory-policy/fintech-and-market-electronification/blockchain-bonds-working-group
https://www.icmagroup.org/update-your-preferences/
https://icma.podbean.com/

	Slide 1
	Slide 2: ERCC proposal for best practices for pair-offs
	Slide 3: CDM Substitution Provisions and Eligibility Checks
	Slide 4: CDM Substitution Instruction 
	Slide 5: CDM Repo Settlement and Transfers
	Slide 6: CDM Repo Model with Settlement Terms
	Slide 7: CDM Repo Settlement Terms
	Slide 8: CDM Business Event Processing
	Slide 9: CDM Transfer Functions for Cash and Assets
	Slide 10: CDM Create_CashTransfer (Predefined CDM Function)
	Slide 11: CDM SWIFT Model
	Slide 12: CDM to SWIFT Format
	Slide 13: FINOS Resources-Getting Started
	Slide 14: Contacts & Resources

