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CapitalTrack’s formal response to the “Trade Repository” section 111.111 of the following paper:
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Commencing from page 46 of the above document: 



Q69:     What  is  your  view  on  the  need  to  ensure  consistency  between  	different  transaction   reporting   mechanisms   and   the   best   ways   to   	address   it,   having   in   mind   any   specific   items  to  be  reported  	where  particular  challenges  could  be  anticipated?  

CT:	Consistency is vital to operational integrity and can only be maintained if 	all identified counterparties (or any of their delegates) are required to 	interact through a common, central and standardized dimension.  This 	would enable very simple and effective ‘gap’ analysis showing failure to 	report, errors etc.



Q70:     Are  the  possible  fields  included  in  the  attached  table,  under  Parties  	to  the  Contract,   sufficient  to  accurately  identify  counterparties  for  	the  purposes  listed  above?  What   other  fields  or  formats  could  be 	 considered?

CT:	Yes


Q71:     How  should  beneficiaries  be  identified  for  the  purpose  of  reporting  	to  a  TR,  notably   in  the  case  of  long  chains  of  beneficiaries?
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Q71 cont. 

CT:	The TR requires 2 fields of data capture: the first will always be the 	current, legal beneficiary in a trade; the second should be the history silo 	where participation boundaries are stored chronologically ie start / end 	dates etc.


Q72:    	What   are   the   main   challenges   and   possible   solutions   associated   	to   counterparty   codes?   Do   you   consider   that   a   better   identifier   	than   a   client   code   could   be   used   for   the  purpose  of  identifying  	individuals?

CT:	The main challenges are the creation of a standardized coding system and 	then strict, enforced adherence to use of the coding. 

	A powerful solution is the use of mandatory and validated fields within 	the 	TR data capture spectrum.  Failure to supply the correct codes would 	result in the system paralyzing data entry and / or the creation of 	delinquency notices which in turn, provide the basis for reprisal. 

	The use of client codes is sufficient as long as they accurately identify the 	legal participant / beneficiary.


Q73:     What  taxonomy  and  codes  should  be  used  for  identifying  derivatives  	products  when   reporting  to  TRs,  particularly  as  regards  commodities  	or  other  assets  for  which  ISIN   cannot   be   used?   In   which   	circumstances   should   baskets   be   flagged   as   such,   or   should   their   	composition   be   identified   as   well   and   how?   Is   there   any   	particular   aspect  to  be  considered  as  regards  a  possible  UPI?

CT:	We are agnostic to the taxonomy and codes – the TR simply requires the 	final, agreed field headers so as to create the capture fields and 	associated validation rules. 

	Re: basket / contents notification… transparency is just that; all should be 	lodged with the TR for scrutiny if required. 


Q74:     How   complex   would   be   for   counterparties   to   agree   on   a   trade   	ID   to   be   communicated  to  the  TR  for  bilaterally  executed  	transactions?  If  such  a  procedure  is   unfeasible,  what  would  the  best  	solution  be  to  generate  the  trade  ID?

CT:	Again, we are agnostic as to coding methodology, the important issue is 	its accurate communication to the TR’s for set up and monitoring – as 	above.


 Q75:    Would   information   about   fees   incorporated   into   pricing   of   trades   	be   feasible   to   extract,  in  your  view?  

CT:	As above
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ESMA cont.

Q76:  What  is  your  view  of  the  granularity  level  of  the  information  to  be  	requested  under   these  fields  and  in  particular  the  format  as  	suggested  in  the  attached  table?

CT:	Risk mitigation is made robust by high levels of granularity.  If detail is 	omitted, you negate the value of any data collection process where it is to 	be used for dispute / default management. 

	The attached table format is adequate.


Q77:  Are the  elements  in  the  attached  table  appropriate  in  number  and  	scope  for  each  of   these   classes?   Would   there   be   any   additional   	class-­specific   elements   that   should   be   considered, particularly   as   	regards   credit,   equity   and   commodity   derivatives?   As   regards 	format,  comments  are  welcome  on  the  possible  codes  listed  in  the  	table.

CT:	As above.


Q78:  Given   that   daily   mark-­to-­market   valuations   are   required   to   be   	calculated   by   counterparties  under  [Article  6/8]  of  EMIR,  how  	complex  would  it  be  to  report  data   on   exposures   and   how   could   	this   be   made   possible,   particularly   in   the   case   of   bilateral  trades,  	and  in  which  implementation  timeline?  Would  the  same  arguments   	also  apply  to  the  reporting  of  collateral?

CT: 	As above.


Q79:  Do   you   agree   with   this   proposed   approach?   What   are   in   your   	view   the   main   challenges  in  third  party  reporting  and  the  best  ways  	to  address  them?

CT:	Delegation must never remove or dilute responsibility. 

	A third party must be approved as being compliant / competent in all areas 	of data management and should be deemed responsible for adherence to 	its employer contract.  Any dereliction of duty that remains unresolved 	after a short time frame, should see the responsibility actively pushed back 	to the counterparty.

  	In this instance, TR’s prove their value many times over as they can 	independently report on a delinquent situation and then escalation by a 	competent authority becomes tangible, transparent and time effective.


Q80:  Do  you  envisage  any  issues  in  providing the information 	/documentation  as  outlined   above?  In  particular:  
  
	a)  what   would   the   appropriate   timeline   over   which   ESMA   		      should   be   requesting   business  plans  (e.g.  1,  3,  5  years?)  
								       [image: ]

ESMA cont.


	b) what  would  the  appropriate  and  prudent  length  of  time  for  which  a  	     TR  must  have   sufficient   financial   resources   enabling   it   to   cover   	     its operating   costs   (e.g.   6   months  /  1  year)?

CT:	There should be no issues providing information if the TR is established, 	experienced and can demonstrate data management capabilities / existing 	user / client base.

	a)	We have operated a robust, global TR platform for 7 years.  

		A minimum 3 year plan should be requested so as to demonstrate 			scope for growth, evolution and traction – both on a user and asset 		construction basis.

	b)	6 months is more than adequate.  The financial stability of a TR should 		be underpinned by the value of its role within the market place.  The 		TR should have scope to operate a transparent, mutually beneficial 		commercial package with all beneficiaries.   


Q81:  What is  your  view  on  these  concerns  and  the  ways  proposed  to  	address  them?  Would   there   be   any   other   concerns   to   be   addressed   	under   the   application   for   registration   and  tools  that  could  be  used?

CT:	We believe the concerns are well founded and frankly, to be expected as a 	norm of any new enterprise.  

	Key to the whole process is ESMA being in a position to evaluate / validate / 	screen with staff specifically experienced in this field...from ground level 	instrument understanding through to appropriate, tested multi location 	business continuity planning.    


Q82: What  level  of  aggregation  should  be  considered  for  data  being  	disclosed  to  the  public?  

CT:	We believe that 6 fields of headline data are relevant for public disclosure – 	a key field is that of ‘interest type’ (eg. Equity Linked, Commodity Linked, 	FX linked, Index linked because from that the number of certain 	types of 	derivative in circulation can be deduced. 
	See -  http://newswire.capitaltrack.net. 


Q83: What  should  the  frequency  of  public  disclosure  be  (weekly?  	monthly?);;  and  should  it   vary  depending  on  the  class  of  derivatives  	or  liquidity  impact  concerns ;;  if  yes,  how?

CT:	We believe the TR function to be a digital library, maintained by strict time 	/ data content obligations and thus viewable at any give moment.  Access 	should be granted when wanted or needed via secure login.  Placing 	disclosure times around a public source of information would hinder any sort 	of dispute / error resolution and incur delay costs.
image1.jpeg
Track

il e e b




image2.png





CapitalTrack

CaptaTcks ol s o 0 Trde Regosny”scion

Discussion Paper

D T S o e Rt 2 I D

R R

R B R

TR A




