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AGENCY LENDING SFTR REPORTING
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Scope: mainly securities lending ()

Importance of SEBL reporting volume, agent lenders (AL) represent ~ 60% of the
securities lending market. ?)

Data dependency from agent lenders (AL) & triparty agents (TPA): borrowers face
the challenge of getting accurate data on a timely basis from third-party ALs & TPAs
while the latter do not have a reporting obligation under SFTR. Agent lenders decide
on the allocation of the quantities amongst principals to the original transaction,
perform intra-day re-allocations, initiate partial & full returns.

Criticality of key fields reconciliation between the borrower block / shell trade and
the allocations on vendor pre-matching platforms for borrowers’ accurate & timely

reporting, adverse impact on back reporting. )

(1) Repo agency lending also exist, but in a much smaller volume

(2) Source: ISLA

(3) All major agent lenders go through pre-matching platforms for SFTR UTI exchange and reporting.
Examples of pre-matching & UTI exchange platforms vendors: IHS Markit, Equilend.
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AGENCY LENDING SFTR REPORTING

Asynchronous life cycle events between borrowers & agent lenders
impact borrowers’ pairing and reporting, such as:

New UTIs erroneously generated while trade contract does not change
Issues on roll-overs management

Diverging market practices on returns reporting (full returns on an
“actual”’ settlement date basis or maturity date, modifications on a
“contractual” date basis ...)

Events sent on T+0 or T+1 respectively

etc....

Above issues occur for bilateral trades as well, but are much more acute in
the scenarios of agency lending, mainly due to total dependency on data
provided by agent lenders by T+1 coupled with constraints on back-reporting
& possible mis-pairing shell vs. allocations.



AGENCY LENDING SFTR REPORTING

Agent Lenders usually act as Third-party lending agents' intermediaries between lenders (end-beneficial
owners) and borrowing counterparts (Borrowers)

Agent
Lender as
principal
lender
Vendors* Borrowers
Beneficial |,
Owners ”

i Agent lenders report to the TR on behalf of the EU beneficial owners

Trade

Repository

Borrowers report the
allocations to the TR
Once reconciliation
on pre-matching platform
is successful

»

»
£

*Vendors can be intermediaries for agent lenders &/or

borrowers
-on UTIl exchange only

Collaterals can be at a Triparty Agent (TPA) -or both on UTI exchange and reporting
or can bilaterally managed

They need to be allocated in % according to principal side Going through a vendor pre-matching platform is mandatory

in the case of undisclosed agency lending.

Most major agent lenders delegate their reporting to vendor
platforms
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BACK DATED REPORTING

Constraints on past errors corrections & backdated amendments exist for bilateral
trades®, however they are more acute for agency lending: past amendments require to
re-enter a reconciliation process via pre-matching platforms.

That mandatory pre-TR reconciliation is based on the last version of the records,
not on past event date. Since agent lenders allocations characteristics would have
already moved quite fast since that past event date & some agents could be reluctant
to provide past event date data as not having a reporting obligation themselves:
borrowers’ amended shells are likely to fail matching past allocations. Hence, in effect
past corrections beyond one- two working day is hardly feasible.

Impossibility to fix unreconciled reports following maturity or termination impacts more
severely agency lending than bilateral trades since there is a requirement of pre-TR
matching of both sides with volume & intra-day movements multiplier effect (shell vs
allocations on principal and collateral side).

(4) cf. ICMA note
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LIMITATIONS

AMAFI Proposals

« Take into account specific issues on Agency lending for the Data Quality
Review

Given that pre-matching platforms are necessary for agency lending, allow for more
flexibility for borrowers reporting, “pairing” between the shell and the allocations
should not be mandatory for back reporting, allow for more time for borrowers’
reporting (e.g. S+2)

 Allow for back reporting after the reporting window post-maturity date or
termination: introduce some sort of “Revive” functionality such as in EMIR REFIT
to re-open historically closed transaction or erroneously terminated trades, hence
allowing past amendments.

« Mandatory delegated reporting by agent lenders of borrower's allocations:
transfer of reporting responsibility to agent lenders, justified by the fact that
the latter control & have all relevant data for reporting for borrowers (cf.
Proposed SEC Rule 10c-1)



https://www.sec.gov/comments/s7-18-21/s71821.htm

MISSING ISSUERS LEI - SPLIT PER REGION
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MISSING ISSUERS LEI - SPLIT LOAN / COLLATERAL
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MISSING ISSUERS LEI - SPLIT LOAN / COLLATERAL ® (IN $ VALUE)
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(5) Data feedback by industry not collected with strict controls on split loan/collateral Source : ISLA

LEI Issuer Survey Oct. 2021 based on industry feedbacks ISLA, ICMA, AFME, AMAFI, ...
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SFTR RECONCILIATION FIELDS

Phase 1
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11/01/2023
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