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How, where and when are we preparing for the transition to T+1 settlement
cycles in the USA and Canada?

Led by DTCC and CDS, with the support of AFME, the CCMA and ISITC,
this ValueExchange survey sets out to explain how the world is preparing
for T+1 today.

Leveraging insights from across the globe, this presentation is based on
survey insights from December 2022/January 2023 and is intended to
provide a valuable resource to those planning their own preparations in
2023 - by providing practical, statistical insights that can directly
contribute to your own thinking.

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

If you would like to benchmark

your own T+1 plans, please
complete the survey here

Who participated in our campaign?

As a truly industry-wide survey, we have benefited from the insights of over
287 organisations across the investment-cycle globally so far (of which
around 200 are active in Canada). These respondents are broken down as

follows:
Tier 1 (Over 100,000

Others (Software emp!7ou/31ees)

providers, Regulators,
etc.)
14%

Tier 2
(10,001 -
100,000

employees)
Wealth / Financial 26%
Advisors

6%

Brokers
38%

Asia-Pacific
7% Tier 3 (501 -
10,000
employees)
35%

North
America
75%

Investors
22%
Tier 4 (Less
than 500
employees)
33%

Custodians / Administrators
19%
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Operationalizing T+1:

Our findings in ten key points
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Key Data Points Key Themes
T+1's strongest impact Global cu;tpdians in 'Euro are so far not engaged on T+1 and risk over-
. inN h A . Asia-Pacific are feeling a Investors estimating their reliance on their service
Is not Iin Nort merica impact from T+1 providers to be ready

see significant challenges and costs in

T+1is an enterprise Impacting six activities a Brok realising T+1 - having to address internal
challenge the trade cycle rokers (legacy) technology and external messaging
challenges at once
Preparation for T+lisa 4% of the industry (anci Tier 2and Tier 3  need to begin engaging on T+1, given the
investors) have yet to beg . amount of automation that still lies ahead for
key Cha"enge preparat]ons flrmS them
...creating a market Only 46% of the market struggle with FX as a headline issue — with
. . course to be ready for T: Europea ns little clarity emerging so far from funding
readiness issue March 2024 banks
Operating rules are just  66% of the market is stru Securities remains a core challenge, with less than 45%
the beginning: to resource T+ projec lending of the market ready today
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T+1's strongest impact is not in North America

Brokers and Service Providers are shouldering the impact in North America — but Custodians and Investors

carry a heavier burden overseas

T+1 impact by location of respondent (0-5 scale)

USA / Canada Europe Asia-Pacific

Brokers
Custodians 3.3 Q

Investors @
. . Y
Service providers
(Software firms, Consultants) ‘

K..and smaller firmsx

are hardest hit by
T+1

29 Tier 1

Q Tier 2
a Tier 3

o /
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T+1 is an enterprise challenge

Six activities are strongly impacted in the average firm — plus FX for investors

T+1's projected impact in Canada by activity (0-5 scale)

OO  © -

..and FXis a\
big issue for
investors

Investors

| 26 | 27 {27
oApCeC:iLrigt/ Trade Middle Foreign Funding Settlement Fails Securities  Collateral Corporate . _ . (2.4 |
onlbeanaing execution Office Exchange 9 Mgt Lending management Actions
Brokers &
Custodians

\ Scale of impact
Jqvl 0O "

\_ J
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Preparation for T+1 is a core issue

41% of the market still hasn't begun planning for T+1

Stages of readiness for T+1 in Canada, broken down by % of respondents ...and 61% of investors are in the

early stages of readiness
9% 8% v =rag

USA Canadian
m market market

Brokers @

42%

Institutional
Investors

. . . (% of respondents still scoping or with no changes planned, per
Researching / Scoping Funded change ongoing Fully prepared No changes planned investment market)
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How ready are we for T+1 in Canada?

..and we need to engage smaller firms as a priority

Stages of T+1 readiness, broken down by % of respondents

Tier 1 5% 9% 23%
Researching / Gathering Information = Scoping out change requirements Preparing project funding requests ® (Fully staffed) Project team in place
B Funded projects being executed B Fully prepared B No changes planned

the case for transformation
thevalueexchange.co
-\,..- -~




The “Don’t Know” problem is a significant challenge

In @ market of interdependencies — who goes first?

% of respondents who don’t know their plans in each area of T+1 preparation

2
5 55%
]
a 45%
E 39% 38%
Don't know Don't k Don't
what time Or': 1 t_now Don't know know
they will t\;jv a 'lee when they when
complete tﬁy WéBLO will do their ' ' they will
core rilcralls FX be ready
processes for T+1
- 2 28%
oo
g T
5 O 55%
= U
o 3 66%

Who is leading
and who is following?

Prime Brokers

Institutional
investors

Custodians
Executing brokers

Ay Wealth managers

@ Universal banks

% of respondents who don't know
when they will be ready for T+1 - by
industry segment
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Where are the major risk points today?

In a highly inter-connected market, if 25% of asset managers allocate late then we all have a problem

Expected Time-frames for the Completion of Canadian Market Activities
(% of Respondents per time bracket)

(Broker) Confirmations Affirmations

Before 7PM ET on TO

Before 9pm ET on TO 23%

13%
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Where are the major risk points today?

Securities Lending: 55% of the Securities Lending (SBL) market is still unclear on their T+1 operating
model

..with unclear outcomes... ..and very little clarity on operating models

Before 7PM ET on TO 14%
0 Before 9pm ET on TO 14%
| -
O o
-IJ; Before midnight ET on TO 7%
)]
E Before 11:30am on T+1 10%
- Tier 3
Before 7PM ET on TO 10%
n
~ C Before 9pm ET on TO 14%
n @©
o=
o O
X 8 Before midnight ET on TO 15%
=z
m @) Tier 3 Before 11:30am on T+1 7%
-7%
Expected Operational Impact of T+1 on SBL Expected Volume change for SBL Target T+] market timings for SBL  the case for transformation
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Where are the major risk points today?

Foreign Exchange: FX is a key point for European investors but their service providers still have a
long way to go

48%
America Europe Asia-Pacific

SO D

13%
4%

15%

Investors

18%
7%
5%

4%

Brokers /
Custodians

Expected Operational Impact of T+l on FX Target T+1 market timings for FX T o e
thevalueexchange.co
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Where are our T+1 execution risks?

A consistent global agenda — with regional nuances

Key challenges faced in preparing for T+1? (% of respondents citing each issue)

\ DO

Exception handling and resolution processes by T+1

Meeting new timings for allocations, confirmations
deadlines

and affirmations

Moving FX booking from T+2 to T+1 and/or pre-

Exception handling and resolution processes by T+1

deadlines funding

External obstacles

Meeting new timings for allocations, confirmations
and affirmations

Processing corporate actions in time for T+1
Moving FX booking from T+2 to T+1 and/or pre-funding Re-papering customers onto digital contracts

Processing corporate actions in time for T+1
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Where are our T+1 execution risks?

Extensive challenges amongst Tier 1 firm; with resourcing a key dependency for many

v Lack of clarity on rules and
i~ implementation dates

m Competing resources / Securing
. R project resource

MR
A Competing regulatory projects

Availability of people to manage
~ change

o
o)
)o

Executing on system change /
legacy technology dependencies

R
%} Lack of clarity around industry

best practices

83%

<
©
©
<
©
¢

81%

81%

000000

000000

Key internal
challenges faced
in preparing for
T+1 (% of
respondents citing
each issue)
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What is driving T+1's impact?

A complex mix of challenges to contend with —relying on both internal and external resources to address

Why do you expect T+1 to have an effect on your processing?
(% of respondents citing each challenge)

Current
reliance
on manual

Provider /
Market
structure
challenges
30%

tasks
30%

Current volume
of bespoke / per

client messaging

types
17%

Vendor and market
dependencies most
acute for the buy side
and for small firms

Bespoke messaging a
challenge for Tier 1
firms

Legacy platforms
challenging for large
firms

Paper-based activities
problematic for small
firms

Manual tasks a
challenge for all

/ Account opening /

onboarding

Trade execution
Middle Office
Foreign Exchange
Funding
Settlement

Fails Mgt

Securities Lending
Collateral manageme
Corporate Actions

Valuations

\2

#1 driver of T+1

YERTNEIRENS

l/

Market / Provider challenges

e

Manual tasks

Market / Provider challenges

——
—

Market / Provider challenges

—

Manual tasks

Manual tasks

I Market / Provider challenges

A

nt \YERVEIRENS

YERUEIRESS

IMarket/ Provider challenges

/

—

impact per activity
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Where is the project activity?

37% of all T+1 activity is focused on process automation

Total project activity by segment, (% of respondents per segment working on each area)

Investors

Brokers & Custodians

Enterprise

L[

Standardisation

New system /

System of Trade data Hiring more data integration

replacement (using FIX / staff (in Middle / Back
SWIFT formats) Office)
System
replacement
and 10% of firms are

standardisation hiring to cater

makes up 25% of for T+1

sell side project

activity

Middle Office

.

q Use of a Re-papering
Changes to Using a . .
9 9 Centralised client
locations of centralised .
. Matching agreements /
trade provider for SSI . Py
processing management SIS Azl 596
Provider contracts

- oo p

Back Office

E s -

Implementing

Outsourcing
new record

our trade

affirmations to keeping auto-fails
B systems to coverage
our custodian / N s
. track time of solution
prime broker g
affirmations
(—
1%

23% of market
4 participants are
moving to an
automated /
outsourced
affirmation

! model

8% of market
| participants are
moving to
automated fails
coverage

SN—

Implementing

Securities
Finance

Implementing Implementing
new margining auto-recalls
/ collateral solution for
management securities on
platform loan

B

12% of sell side
firms are
changing their
SBL processes
due to T+1
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When is the T+1 project work happening?

Investor readiness is a greater challenge in Canada than elsewhere

Investors

Custodians
& Brokers

A4
&
=

Q4
18% 13% 13%
(o]

2024

2%

2025

2%

-

\_

/ don't know yet

No Time-frame
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What next? -
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Ke
. Benchmark A Industry Market
Key Findings Findings : :
Scorecards discussion handbook
Podcast
L L
What did the What does this What does this What does the
survey tell us? mean for me? mean for the change journey
industry? look like?
A discussion document Personalised scorecards for Detailed, interactive Specialist insights on our Presentations to a series of A comprehensive
that highlights the key every respondent dashboards giving you full Key Findings in a 30- global industry working handbook report that
statistical insights from our access to every survey minute interview with groups to turn our insights showcases the
survey (E-mail must be provided) response leading experts into advocacy priorities transformation journey:
and outcomes what to focus on, what

risks to expect and what
returns to look for

If you would like to benchmark
your own T+1 plans, please

complete the survey here

the case for transformation
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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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