
[image: esma_8_V3_no_claim]





Response Form to the Consultation Paper on the clearing and derivative trading obligations in view of the 2022 status of the benchmark transition







Responding to this paper 
ESMA invites comments on all matters in this consultation paper and in particular on the specific questions. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 30 September 2022. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
Insert your responses to the questions in the Consultation Paper in the present response form. 
Use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
Please do not remove tags of the type <ESMA_QUESTION _RFRR_1>. Your response to each question has to be framed by the two tags corresponding to the question.
If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
When you have drafted your response, name your response form according to the following convention: ESMA_RFRR_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_RFRS_ABCD_RESPONSEFORM.
Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open Consultations” ->  Consultation Paper on the clearing and derivative trading obligations in view of the benchmark transition”). 
Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publically disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading Legal Notice.

Who should read this paper
All interested stakeholders are invited to respond to this consultation paper. In particular, responses are sought from counterparties of OTC derivatives transactions which are subject to the clearing obligation or to the derivative trading obligation as well as from CCPs and Trading Venues.
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General information about respondent
	Name of the company / organisation
	The Derivatives Service Bureau
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	International































Questions
Introduction
Are there any general comments you would like to raise?
<ESMA_QUESTION_RFRR_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_1>

General analysis 

Are there any other aspects of the transition that need to be taken into account? Please share any data that would help qualify further the progress with the transition or any other aspects that you think should be considered.
<ESMA_QUESTION_RFRR_2>
The Derivatives Service Bureau (DSB) welcomes the opportunity to comment on the ESMA Consultation Paper on the Clearing and Derivatives Trading Obligations in view of the 2022 status of the Benchmark Transition. Our response is general in nature albeit referencing aspects of the consultation related to current initiatives or practices, with particular focus on aspects pertaining to the creation and/or reporting of OTC ISIN and UPI data. 

DSB background 

The DSB is a legal subsidiary of the Association of National Numbering Agencies (ANNA). ANNA is a global membership organisation of National Numbering Agencies (NNAs) comprising Stock Exchanges, CSDs, Central Banks, Data Vendors and Regulatory Bodies.  

The DSB was established in response to requirements for International Securities Identification Numbers (ISIN) to be the single identifier used for the purposes of market surveillance in the context of MiFID II/MiFIR, expanding the scope of ISINs to OTC derivatives. 

Additionally, the DSB has commenced preparations to augment its role reflecting the designation by the Financial Stability Board (FSB) as the sole service provider of the future Unique Product Identifier (UPI) as well as operator of the UPI reference data library1. The DSB continues to work with stakeholders for the implementation of a global UPI Service. 

DSB role 

The DSB is a global numbering agency for OTC derivatives serving the needs of market participants through the allocation of ISINs (ISO 6166), Classification of Financial Instruments codes (CFI – ISO 10962) and Financial Instrument Short Names (FISN – ISO 18744), all globally recognised and adopted ISO standards for identifying, classifying and describing financial and referential instruments.  

Serving a diverse range of institutions (70% free of cost), spanning almost 500 institutions across a broad range of institution types, with an underlying technology platform that is built to support multiple taxonomies of definitions and descriptive data, as well as numbering in near-real-time, the DSB is motivated and committed to bring greater transparency and integration within the OTC derivatives market, enabling institutional investors to standardise data and for national, EU regional and transnational authorities to better monitor market abuse. 
 
ANNA is responsible for evolving and promoting the ISIN standard through its work and collaboration with members, authorities at national, EU regional and transnational level, and the industry at large. As a result, today ISINs are issued in more than 200 jurisdictions worldwide enabling global cross-border trading and improved transparency. This underlines ANNA’s commitment and mission to promoting the use and adoption of global standards which includes the alignment of ISIN with additional complimentary ISO standards such as FISN, CFI and Legal Entity Identifier (LEI - ISO 17442). 

ISO standards have global recognition and a proven governance framework to ensure they evolve in line with user and market requirements. Within the financial services industry, these standards drive market efficiency, reduce operational risk and contribute to the development and proper functioning, and transparency, of financial markets. The increased use of these standards improves data quality and provides greater data aggregation and analysis opportunities for both public authorities and other market participants. 
 
 
Q2: Are there any other aspects of the transition that need to be taken into account? Please share any data that would help qualify further the progress with the transition or any other aspects that you think should be considered. 

Introduction 

Given the less than precise definition of DTO and CO products, the DSB would welcome a discussion with ESMA on a possible way in which both users and a might benefit from a more precise (and machine-readable) definition of the derivative products that are in-scope for these obligations. There may be a number of ways in which these end-goals (enabling supervisory oversight of data and facilitating identification of derivatives’ characteristics for users) might be achieved, with the following response setting out an example of the DSB’s thinking in this area. 
 
The purpose is to provide an outline of one means to achieve an improved level of precision and machine-readability and to detail some additional benefits that might accrue from following this pathway. 
 
Outline 

At the heart of the DSB’s thinking on this subject is the belief that the definition of DTO/CO products should be built on the firm foundation of a common data set or data dictionary – a structured set of attributes with standardised values that would provide the user with an unambiguous definition of the products that fall within the scope of the regulations - benefiting both the national and EU regional supervisors on one hand, and the contributors/users of such data, i.e., banks, investment firms, CCPs, trade repositories on the other. 
 
The use of a structured data definition would better support machine-readability and therefore provide the ability for increased automation and improved data consistency and quality in the areas of compliance, reporting and related regulatory functions. 
 
As a corollary, it may then be beneficial to consider applying one or more unique product identifiers to the precisely defined categories of derivatives detailed above - instead of simply specifying a list of attributes and values. The encapsulation of those attributes into a common, standard identifier would further improve the quality, accuracy and usability of reported data by providing the reporting entity and the regulator with a way of uniquely identifying whether a particular derivative product was subject to CO and/or DTO.  
 
In order to achieve this, it is possible to conceive of a new ISIN-like product identifier that matches the structured attributes and values used in the classification of the in-scope DTO and CO products. This identifier would be linked to (and be consistent with) the existing UPI and OTC ISIN constructs and would exhibit the following characteristics:  
 
· The identifier would use the Term of Contract as a key data element - instead of the Expiry Date (as is used in the OTC ISIN). 
· The identifier would be based on a consistent set of constituent data elements and values used in the definition of the UPI and OTC ISIN (including underliers) but constructed to reflect the different DTO/CO requirements. 
· The identifier would ensure that all attributes used in the classification of the DTO and CO were included in the product definitions. 
 
It should be noted that since the DTO and CO are focused on benchmark products and are therefore not required for all OTC Derivatives, the identifier could be pre-assigned to only the in-scope products. The flexibility of this approach allows the scope to be extended to include further products - such as those covered by EMIR and, as a result, ESMA could simply maintain a list of in-scope identifiers and make them available to the reporting entities. 
 
In this way, the reporting entities and the authorities would reduce the possibility of interpretation errors and ensure that only the required OTC derivative products are subject to the DTO and CO. 
 
Additional Points 

The DSB would also like to include some further comments: 
· The use of a structured language in the definition of the constituent attributes of in-scope products would support the automation of interfaces between the authorities and the regulated entities. 
· The linking of data elements to an identifier would allow a user to retrieve the unique identifier for a given set of attributes and/or the defined attributes for a given unique identifier. 
· The use of an identifier would allow ESMA to include precise identifiers in their regulatory documentation – rather than the less precise categorisations currently provided in the DTO/CO documentation.  
· If the regulations were based on measurable principles rather than categories / characteristics of derivative, the regulatory documentation could be maintained dynamically – allowing for the prompt amendment of the DTO/CO requirements as circumstances changed and if the EC were granted ‘delegated acts’ powers in the Level I text it would facilitate the amendment of DTO/CO rules, as required.   
· The DSB acknowledges that the current standard data elements would need to be extended to support the DTO/CO requirements and the DSB would seek to work with ESMA to resolve these issues within a common data dictionary. 
· It would also be possible for the identifier to include a “DTO” and/or “CO” flag against each in scope product - providing the user with a more immediately available indication of the regulatory obligation. 
· It is possible that the creation of a Term of Contract based identifier might have wider uses – for example: as the basis for the identification of products published on a Consolidated Tape. 
 
Supporting Details 

The DSB acknowledges that the definitions for derivatives that are in scope for the DTO are based on: 
· Product Type (OIS, FixedFloat etc.), Settlement Ccy, Trade Start, Optionality, Tenor, Notional Type, Fixed Leg Payment Freq, Fixed Leg Day Count Convention, Floating Leg Index (eg: ESTR), Reset Frequency and Floating Leg Day Count Convention. 
· Different attributes are used to describe Index CDSs. 
 


The DSB acknowledges that the definitions for derivatives that are in scope for the CO are based on: 
· Product Type (OIS, Fixed Float etc.), Index, Settlement Ccy, Maturity, Settlement Ccy Type (Single/Multi), Optionality, Notional Type. 
 
 
Thank you for the opportunity to provide our views, the DSB stands by to contribute its knowledge and experience in this area. 
<ESMA_QUESTION_RFRR_2>

Clearing obligation

Do you agree with the assessment of the EMIR criteria and with the proposed classes? Do you also agree that the maturities for SOFR OIS could be extended, including up to 50 years? If not, please detail how the assessment could differ and please also provide data and information to justify a different assessment.
<ESMA_QUESTION_RFRR_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_3>

Do you agree with the proposed implementation of the changes? if not please provide details that could justify a different implementation.
<ESMA_QUESTION_RFRR_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_4>

Trading Obligation

Do you agree with this assessment and therefore, not to introduce DTO for contracts referencing TONA, SONIA and for the time being SOFR? If not, please explain.
<ESMA_QUESTION_RFRR_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_5>

Do you agree with this assessment? Do you consider that also contracts with constant notional and 3 months tenor and trade start date Spot (t+0) should be subject to the DTO? If so, please specify also the other relevant standardised parameters used with those contracts. Do you consider that also contracts with constant notional and 3 years tenor and trade start date second next IMM date shall be subject to the DTO? If so, please specify also the other relevant standardised parameters used with those contracts. Should other tenors be considered for the DTO?
<ESMA_QUESTION_RFRR_6>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_6>

Do you agree with this assessment? Do you consider that also the daily floating leg reset frequency is a standardised contract feature that could be considered for the DTO?
<ESMA_QUESTION_RFRR_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_7>

Do you agree with this proposal? If not, what amendments do you think are necessary?
<ESMA_QUESTION_RFRR_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_8>

Do you agree with proposing to not provide for an implementation period for the entry into force of the amended DTO? If not, please explain.
<ESMA_QUESTION_RFRR_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_9>

Cost-benefit analysis

Are there other elements that should be taken into account and that would impact the outcome of the cost-benefit analysis? Please provide quantitative and qualitative details
<ESMA_QUESTION_RFRR_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RFRR_10>
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