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Setting the Scene
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Introduction
Exploring T+1 settlement

ffffffffff What is T+1?

In May 2024, the US,
Canada, and Mexico

each transitioned to
T+1 settlement

» Markets are transitioning to a shortened

i standard settlement cycle for most routine
securities trades, moving from two

} business days after the trade date (T+2) to
one business day after the trade date (T+1).

ffffffffffff Why T+1?

» The shift to a T+1 settlement cycle is aimed
at reducing the time between trade
execution and settlement, thereby
reducing risk and increasing market
efficiency and is expected to be global
norm soon.

Peru have announced

that they will transition
to T+1 settlement in
Q2 2025

Chile, Colombia, and
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China settles stocks on
the exchange markets
T+0 for securities and T+1
for cash

India is settling at T+1
since early 2023
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Context and Objectives

® CONTEXT ® ® OBJECTIVES

) . T+1 is expected to meet the following objectives and benefits:
Over the last years the capital markets and market infrastructure have reduced the trade and

post-trade settlement cycle from T+5 to T+1

Ugvlofrgfn aT+5 to T+3 Reducing open positions and Aligning with T+1 jurisdictions (China,
settlement cycle Eﬂ mM;,rekde:ZI;TTzfz @ CCP margin requirements (up India, US, Canada, Mexico, etc.) and
O in October 2014 to 42% daily margin L=/ improving the EU markets
1995 9 reduction). attractiveness.
October
2014

Solving market fragmentation

Correcting the misalignment
. of the T+2 vs. T+1 approach
e;j: T'Jriitotnz d Q between securities (T+1) and @ for corporate event.fipl)w the
e Indus’ move
M ETF share (T+2) settlement. P

from a T+3 to T+2

September EU.
2017
May .
2024 @ Enabling to deploy enhanced
. operational efficiency within your
‘lr! UST+2to T+l @ —~ organization.
The industry moved Q42027
from T+2 to T+1 EU T+2 to T+1
T+1 will have a major impact in the entire securities value chain (including trade, post-
On 18 November 2024, ESMA released a report recommending the EU to move to a T+1 settlement C trade, and custody activities). ESMA assumes a higher level of automation for a
cycle in October 11th 2027, aligned with the UK and Switzerland. The recommendation comes successful transition. In the US, firms not investing in automation faced up to 20%
after the US, Canada, and Mexico moved to T+1 in 2024, with several other jurisdictions (e.g., in increase in staff cost.

South America), planning a move in the future.
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Timeline and Approach of T+1 in the EU
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T+1 go-live
We are here Q32025 End 2026 1/ 1?) /2(')‘;7
Proposal for CSDR amendment European legislative process to amend CSDR
ESMA consultation Submission RTS legal review + Adoption
Publication on RTS non-objection RTS
of ESMA’s
report on
1 ESMA guidance
Design Target Operating Model as per Regulatory Industry implementation
Technical Standards
* |dentify technical changes. * Publish changes to systems, processes, and terms and Testing (including allocation, confirmation and matching)
* Define daily timetables. conditions.
 |dentify changes to market conventions, standards, and * Implement changes in systems of market o T ermmEees A Sy
besF PIEIGHIERS: X . infrastructures. * Test connections to market infrastructures.
* Define governance and schedule of the industry testing. * Repaper and update legal contracts and agreements. o Calee fes i Fredlsack At Tieei selers e
deficiencies.
EU T+1 Governance (industry committee, coordination committee, technical workstreams)
- Milestones ESMA EU industry
Public




Impacts and Challenges
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Where are the challenges and impacts of T+1 on your organization and your clients

T+1 (24 Hours) T+2 (48 hours)

n-nn-nn-nn-nn-nn

Function

Executions

Allocations

Clearing

Inventory (inc. sec lending and borrowing)

Cash position management (FX)

DVP/RVP settlement (T2S)

Key Processing window permissible in T+1 Previous processing window in T+2

15* out of 75 (20%)

post-trade subprocesses impacted by the
move to T+1.

With these challenges in mind, you should:
2-4h of worktime

to perform all settlement activities (down
from 24h under T+2). QQ E—m

ENONCORCO

. Assess ESMA’s timeline and Evaluate your current STP Identify needs to update or

16-18% staff cost increase . your curre v e P

] o plan your T+1 readiness rates and identify renegotiate contractual
_On average for ﬂrm‘s which did not prepare journey to ensure sufficient improvement opportunities documentation and engage
in advance for T+1 in the US. time for testing. and implementation needs. with suppliers / partners.
2.5 years
time recommended by ESMA as the ideal
duration for the transition period.
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Why does it matter?

Challenge* Impact description Required operational efforts

Trade processing
automation

3

Settlement batch
increase

~)
)

Accurate and timely
matching

711

Manual handling of
exceptions

O

Efficiency of Business
Processes

Under T+1, processing time reduces from 24h to 2-4h, requiring
efficient and automated trade processing and client adherence to
new operational requirements to support this automation,
including client interfaces.

To ensure sufficient time to perform residual manual intervention,
additional settlement batches (and changes to T2S) could be
implemented.

Trade matching/processing must be close to 100% STP. The number
of time zones, work times, and CCPs further complexify the
situation. Firms might need to increase their workforce to tackle
any exceptions.

Firms may need to increase their workforce to address exceptions
(e.g., night shifts to handle exceptions across time zones).

* FX: Mismatch between T+1 securities settlement and T+2 FX
settlement cycles creates funding pressure.

* NAV: In case the securities settlement and the sub./red. cycles
are not aligned, discrepancies might arise in fund accounting
and NAV calculations.

* Allocation, Affirmations and confirmations: reduced timing.

© 2025, Deloitte General Services

v Impacted by the move to T+1

*The challenges and their level of impact may vary depending on the financial instruments.

* Analysis of exceptions, including KYC checks (i.e., scenarios
preventing STP).

Deployment of changes to resolve exceptions.

Testing and mitigation of deficiencies (processes, systems, and
communication with counterparties.

Adjustment of system parametrization and follow-up on changes to
T2S.

Adjustment of process timings due to counterparties defining new
trading cut-offs and communication of new internal cut-offs to
clients.

Review of contracts with counterparties to ensure processing
alignment (timing and covered hours).

Review of processes and/or expansion of workforce / work hours
to accommodate potential increase in manual intervention needs.

Analysis of manual exceptions to be processed (sample-based).

Assessment of manual intervention needs and their seasonality.

FX: Analysis of possible pre-funding needs and cash forecasting.

NAV: Review of current NAV calculation timings and preparation
for potential impacts.

Public
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Lessons learned from the US

The preparation to
T+1 should start early
(>1 year in the US).

Industry-led “big
bang” transition (all
asset classes at once).

STP rates of close to
|I|||| 100% are required to
' ensure timely settlement.

Most large players
invested in upgrades
to their systems.

Implementation costs average
@ EUR3-10m, with average
EURO.5m yearly run costs.

Focus was put on
ensuring high
automation rates.

s

s

o Workforce costs are the major
I contributors to the cost
increase (approx. 2/3 of cost).

Significant adherence
from market players
to testing with CCPs.

2

Match-to-instruct tools (e.g.,
DTCC CTM) are key to ensure
timely settlement.

<

Extensive industry coordination
(via guidelines, workgroups, etc.)
by SIFMA, DTCC, ICl, and others.

Market complexity

The multiple CCPs and jurisdictions in the EU,
increase the difficulty in making changes and
ensuring practices which work for everyone.

0)

Difficult market timings

Different market closing times and several CCPs
working until much later in the day complexify
the EU landscape against the US.

%

Lack of automated distribution

In the EU there is no tool to automate the
distribution of information from CCPs to

market players (such as DTCC CTM in the US).

Punishing settlement landscape

The EU applies fines for failed settlement under
the CSDR, in addition, settlement of cash
happens in DTCC compared to T2S in Europe.

{0}

Lower automation

With the automation of settlement processes
being a success factor in the US, the lower
automation rates in the EU are concerning.

© 2025, Deloitte General Services
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T+1 Impacts

ESMA has concluded that with industry efforts it is possible to avoid the negative impacts of T+1

ESMA suggests a simultaneous
transition for all types of
securities.

On 11th October 2027, the time

available for pre-settlement
activities and to initiate the
settlement instructions (T2S) in
time will be drastically reduced,
going from roughly 24h in T+2 to
2-4 hours in T+1

Settlement Window

© 2025, Deloitte General Services

To avoid settlement fails
asset servicers will need
to adapt their operations
in one of the following
ways:

Impact Mitigations

With efforts from
industry players, it
should have low
impact on most of
the securities, as the
settlement already
can happen for most
types at T+0 or T+1
on a lower scale

Expected Outcome

The securities
financing
transactions will
be the most
affected with an
expected rise of
spreads

Extending the working
hours

Outsourcing activities
to a different time
zone

Residual Impact

Increased STP and
automation

Public
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Optimizing T+1 Settlement for IFMs
Key Recommendations for IFMs and their Market Participants

Transfer Agent
Depositary Bank

* Consider to implement real-time order
processing and reconciliation

* Adapt settlement infrastructure, including

speeding of DVP processes
* Enhance  monitoring and  reporting

capabilities

Enhance collaboration with FA, brokers, and
TA to ensure intraday settlement

Investment .

* Enhance risk management frameworks Fund

Portfolio Manager

* Focus on liquidity management and funding

Conduct comprehensive impact analysis on
special pricing mechanism

e Educate and inform clients

* Update client communications and enhance

* Processing of real-time data client support
* Operational risks and process adjustments * Ensuring readiness to adapt to process
changes

* Handling of currency exchanges and
. . Fund Administrator
management of foreign exchange risk

* Enhancement of custodian collaboration * Ensuring readiness to adapt to

. rocess changes
* Streamline settlement changes across P &

_ functions and processes
* System and process adjustment

¢ Stakeholder communication and

. General Recommendations
risk management

* Ensure effective settlement throughout implementation & post-implementation phase, and maintain oversight over delegated processes
* Update of legal and communication documents (e.g. general terms and procedures, prospectus, KID, etc...)
* Leveraging on insights and lessons learned from US T+1 implementation

© 2025, Deloitte General Services Public 12



What’s next?
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Next steps

Check ESMA’s proposed timeline and adjust your planning accordingly.

Assess current STP rate and prepare to implement changes to get close to 100%.

Evaluate need to adjust or renegotiate contracts with clients and providers to ensure respect for new deadlines.

Quantify workforce appropriateness and prepare for potential hiring needs.

© 2025, Deloitte General Services Public 14



How can Deloitte support you?

We’ve already guided the industry to T+2
and were central to the US T+1 transition

Deloitte has assisted SIFMA with studying
T+1 impacts in the US and we have
supported firms with the US T+1 migration.

* Facilitated daily SIFMA working group
sessions with 100+ participants and issued
an industry report with SIFMA with
recommendations on the move to T+1.

* Successfully supported Clients in
Luxembourg with readiness for the US
T+1.

Published the T+1 Implementation
Playbook with SIFMA.

Published the T+2 Industry Implementing
Playbook in 2017 and supported several
major firms with implementation.

© 2025, Deloitte General Services

We’'re leading industry-wide

transformations

Deloitte is a leader in major industry
organizational, operational, and technical
transformation projects.

* As one of the largest professional services
firms worldwide, we have a proven track
record in delivering end-to-end business
transformations for financial institutions
on a global scale in capital markets and
beyond.

We understand market infrastructure and
securities markets

Deloitte is uniquely positioned to support the
move to T+1 due to our extensive knowledge
of market infrastructures and securities.

* We understand securities markets in
Luxembourg and have collaborated with
the major securities services' providers for
the past 25 years.

* We have extensive experience in market
infrastructure topics, from both a
regulatory as well as operational
perspective.

We have extensive experience in capital
markets

Deloitte has supported the largest
participants in the banking and capital
markets industries for over 25 years.

* We have led a successful US T+1
assessment and implementation project
for a major Custodian in Luxembourg.

* We have extensive experience and
expertise of your industry, processes, and
clients.

* We understand the processes related to
the entire securities’ value chain.

You will benefit from our expertise in EU
capital markets, financial markets

infrastructure, and regulatory knowledge.

Public
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Who to contact

Q B

Y

1
)

Pascal Martino

Partner, Banking Industry Leader
Consulting, Banking and Capital Markets
Tel: + 352451452 119

Mail: pamartino@deloitte.lu

Kevin Demeyer

Director

Consulting, Banking and Capital Markets
Tel: +352 621 568 183

Mail: kdemeyer@deloitte.lu

Lourencgo Cruz

Manager

Consulting, Banking and Capital Markets
Tel: +352 621 744 258

Mail: locruz@deloitte.lu
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Laurent Collet

Partner

Consulting, Banking and Capital Markets
Tel: +352 451452 112

Mail: lacollet@deloitte.lu

Beate Twellmeyer

Director

Consulting, IM & Alternatives
Tel: +352 451 454 105

Mail: btwellmeyer@deloitte.lu

Nicolas Xanthopoulos

Partner

Consulting, IM & Alternatives
Tel: +352 621 673 638

Mail: nxanthopoulos@deloitte.lu

Jad Mohsen

Senior Manager

Consulting, Banking and Capital Markets
Tel: +352 621 534 992

Mail: jmohsen@deloitte.lu

Public
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Next Link’n Learn webinar

Date: 16/04/2025

Topic: Risk & Asset
management | Distribution
and Product lifecycle
management - The ManCo as
a key stakeholder!
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Deloitte
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Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk advisory services to nearly 90% of the Fortune Global 500® and thousands of private companies. Our
professionals deliver measurable and lasting results that help reinforce public trust in capital markets, enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable society
and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150 countries and territories. Learn how Deloitte’s approximately 457,000 people worldwide make an impact that matters at

www.deloitte.com.
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employees or agents shall be liable or responsible for any loss or damage whatsoever arising directly or indirectly in connection with any person relying on this communication. DTTL and each of its member firms,
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