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Kick-off in Bratislava
International attention on Slovakia reached
new peaks this spring when lawyer Zuzana
Čaputová, reputed for her engagement for
human rights, was elected President. The
pro-European first-time politician will take
office in Bratislava’s picturesque Grassalkovich Palace in mid-June.
Shortly after, the country was in the limelight again, but for pure sportive reasons:
Slovakia hosted the 2019 Ice Hockey
World Championship. After all, the small
Central European country with a population of a mere 5.4 mn people is home to one
of the world’s best ice hockey teams.

Exactly on the day of the quarter finals,
when the eight best teams met in the Steel
Arena of Košice and the Ondrej Nepela
Arena in Bratislava, RBI GSS and Global
Investor held a high-level conference on the
CEE capital market infrastructure.
Together with RBI Board Member Lukasz
Januszewski we welcomed representatives
of high calibre from institutions such as the
Federation of Euro-Asian Stock Exchanges,
the EBRD and local stock exchanges as
well as CSDs at our headquarters in Vienna.
Please find a report on the conference inside this publication.
Kind regards,
Attila Szalay-Berzeviczy
Executive Director
Head of Group Securities Services
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AT A GLANCE

SLOVAKIA
Outstanding
figures
Slovakia’s economic performance, despite
losing some of its momentum, is still exceeding the European average.
The National Bank of Slovakia, at the end
of March, in its macroeconomic forecasts
reduced its estimate of Slovak economic
growth for 2019 by a sixth: from 4.2% to
3.5%. Bank analysts back in February were
expecting average growth of 4.1%, and
the Ministry of Finance 4%. The change
in expectations comes together with lower
foreign demand and a reassessment of
the timing and scale of production in the
automotive industry. The National Bank
published expectations of lower growth
also for 2020 and 2021. The risk of
Slovak GDP growth lies primarily in
external factors such as Brexit and a further
slowdown in the global economy.

Having read the introductory lines above it
might seem that the economic situation in
Slovakia is deteriorating. Yet, in comparison with the eurozone, which in this period
should experience just the minimum economic growth, these are still outstanding
figures. Moreover, next year Slovakia is to
hold Parliamentary elections, and thus, it
can be expected that the government will
try to spend more in order to attract mainly left-wing voters (who do not realize that
they themselves will have to ultimately foot
the bill).
A decade with the euro
Slovakia still benefits from a relatively
cheap labor force and a stable business
environment, but mainly as a result from
replacing the Slovak koruna by the euro in
2009.
By the way, in January it was exactly 10
years from the launch of this project, which
should give us a moment for reflection.
In comparison with the period before the
euro’s introduction, prices, particularly for
services, had been rocketing. Slovaks had
been warned about this long time ago, but
nobody at that time really wanted to believe it. 300 Slovak koruna (then about EUR
9) was a normal price, for example, for an
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electrician to repair a broken light; now,
for the same service 10 years later, the
charge is EUR 50, and that’s considered
cheapish. Real estate prices have risen at
a similar pace, but with regard to central
banks’ policy, the situation in Slovakia has
not been exceptional, rather a Europe-wide
phenomenon.
Despite a quite dynamic development in almost all areas of Slovak economic reality,
the domestic capital market has remained
on the side-lines. Apart from one attempt
in 2015, with an eventually unsuccessful
IPO by Slovak Telekom, stock titles have
been departing the Bratislava Stock Exchange rather than arriving. Issuers are
increasingly discouraged by reporting and
disclosure obligations implemented in local
legislation on the basis of requirements under EU directives. These directives, though,
are designed for developed and long-term
robustly functioning capital markets, something the Slovak market has never been.
Thus, a well-intentioned idea has become
simply a useless burden. One of such
is the EU Directive amending Directive
2007/36/EC, as regards encouraging the
long-term involvement of shareholders, and
Directive 2013/34/EU, which will apply
from June this year. The publication of the
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salaries and remunerations of members of
statutory bodies of joint-stock companies
whose shares are publicly traded is thus
quite a mouthful in the Slovak context.

SAX Bratislava Stock Exchange index, at
more than 22%. The market capitalization
of the domestic stock exchange will therefore fall by more than EUR 1 bn.

The first to bite the dust was Slovnaft (a
domestic petrochemical company, whose
majority shareholder is Hungarian MOL).
At the beginning of April, Slovnaft declared its intent to withdraw its shares from
the Bratislava Stock Exchange. This will be
accompanied by the compulsory purchase
of shares from minor shareholders who express an interest in the redemption.

On the other hand, direct retail investments in corporate bonds have recorded
a boom over the past 2 years. Investors
with a view to achieving higher yields
have placed more than EUR 1.5 bn in
these bonds. Just for comparison, it took
mutual fund management companies in
Slovakia roughly 15 years to achieve a
net asset value at a comparable level in
bond funds. This high expansion in investments has also been noticed by the National
Bank, but it does not have too many tools
to stop or restrict further growth.

The official opinion stating the reasons
for the issuer’s choice to leave the Stock
Exchange spoke of its effort to streamline
the decision-making process within the
company, which would be achieved by
having fewer shareholders and eliminating
certain reporting obligations. It is difficult
to determine whether actually the EU Directive on encouraging long-term shareholder
involvement was, itself, behind Slovnaft’s
decision. Simply for illustrating the impact
of this decision, Slovnaft’s shares have the
largest weighting of all shares in the official

GSS Press | May 2019

Thus, it remains to be seen whether corporate issuers will be able to meet their
obligations, because it is through the issuance and trading in these bonds that the
Bratislava Stock Exchange and the Central Depository make their living.
Peter Uhrin
Head of GSS Slovakia
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Stakeholder dialog
In her role as Executive Director of the Slovak Banking Association (SBA), Milena Koreňová takes part in shaping the local
financial sector. GSS Press asked her about her projections for the capital market.

Ms. Koreňová, the Slovak Banking Association celebrated its 25th anniversary last
year. What is its main role?
The Slovak Banking Association, as the only
such association, represents the interests of
banks operating in Slovakia. Its members
cover almost 100% of the assets of the
Slovak banking sector. We are a common
and united voice for the sector, and it is by
this that we want to influence the legal and
economic framework in which banks operate. A key function of the Association is
to maintain a dialogue between members
and, likewise, a discussion with the outside
environment.
On behalf of banks, we communicate with
all stakeholders and seek common solutions
for setting processes in individual projects.
And my main goal is that the Association
be seen as an equal partner in dialogue
with the market regulator and lawmakers.
In which way can the SBA influence the
preparation of laws?
Legislation is one of our key areas. The
SBA has 27 members, 25 of which are
banks operating in Slovakia or branches of

foreign banks and further two financial institutions; this makes it a legitimate partner
for lawmakers in discussions on the preparation of legislative standards. Thanks
to our members, we are able to provide a
perspective from practice and point to any
shortcomings or missing aspects.
The legislative process should be conducted by way of dialogue and through responding to arguments of the parties involved. However, it can be frustrating when
the creation or amendment of legislation
in the Parliament happens without opening
the floor for discussion, without a possibility of analysis or quantification of impacts.
The existence of two depositories in
Slovakia has a long time been a matter of
debate. What is the SBA’s stance?
When preparatory work on the white paper on capital market development began
back in 2013, the SBA, together with its
members, actively took part. The original
proposals from the workshop of the Ministry of Finance were focused on addressing
the four basic areas of the financial market
in Slovakia: market liquidity, system cost

efficiency, market infrastructure, and consumer protection and financial awareness.
Only a part of the planned objectives have
been fulfilled, for various reasons. There
was created just a new central depository,
the National Central Securities Depository
(NCDCP), which was meant to have been
a long-term solution to issues relating to the
activity of the already existing Central Securities Depository (CDCP). Given the size
and liquidity of the Slovak capital market,
it was from the outset assumed that there
would be only one central depository at the
end of this whole process.
This attempt gradually began to fall behind schedule, partly due to the need to
adapt the central depositories to new requirements under European legislation. In
view of this, in June 2017 we approached
the Ministry of Finance with a proposal to
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As regards capital market infrastructure,
besides the mentioned matter of a single
central securities depository, a sticking
point is the Bratislava Stock Exchange. A
certain change could come from a definitive solution to a single central depository,
since the stock exchange is the owner of
the CDCP. A solution to the current situation could open up new possibilities for the
shareholders.

If the optimistic scenario were fulfilled,
there should be steps taken this year that
would definitively resolve the issue of a
single central securities depository in Slovakia.

1990s connected with the first and second
wave of voucher privatization. A further
factor was the absence of the need for
domestic subjects to finance their development projects using capital market instruments, since. Slovakia is a typical bank
economy, meaning that it is better and cheaper for businesses to meet their financing
needs by bank loans. This situation in the
domestic capital market is probably one of
the reasons why Slovak households have
relatively the lowest net financial assets in
the EU, which may be considered a structural characteristic of Slovak households.

How do you perceive the Slovak capital
market, its current standing and role?
The Slovak capital market, after relatively
promising beginnings in the early 1990s,
stagnated in its later development. A significant factor was the loss of confidence
among individual investors following a
series of events in the second half of the

All these attributes of the Slovak capital
market are to some degree limiting factors
for the issuance of corporate and thus also
bank bonds on the domestic market. This
was one of the reasons for the Slovak banking sector’s interest in changing legislative
conditions in the field of the issue of covered
bonds, which replaced mortgage bonds.

begin discussions with all stakeholders. In
the second half of 2018, state representatives selected an external advisory body
responsible for preparing an analysis of
the solution to the issue of creating a single
central depository. The Ministry of Finance
then set up a steering committee, which we
are a member of.
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What developments does the SBA expect
to see in this field in the near future?
The situation in the capital market is developing dynamically. Recently, in co-operation
with our members, we have been actively
involved in the drafting of an amendment
to the Commercial Code, which transposes
into Slovak legislation an amendment to
the EU directive on the exercise of certain
rights of shareholders in companies listed
on a regulated market. Commenting on
the bill we have raised a number of principal comments.
We are interested in finalizing certain legislative issues concerning the treatment
of covered bonds. Moreover, we plan to
address the Ministry of Finance with a view
to discussing the compliance of Slovak regulations with European regulations in the
field of securitization.
Sustainable financing is now becoming an
important issue at a European level. The
first discussions by Ministry of Finance representatives and sector representatives regarding the issue of green bonds have now
been held. For now, our members’ parent
banks have greater experience in this field.
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Brain food from Budapest
GSS Heads from across our network met
in Budapest for their annual internal strategy meeting. Discussions were inspired
by digital innovation.
Following an eventful day that started with
our successful CEE Infrastructure Forum
(see report in this edition of GSS Press)
in Vienna and ended with a thrilling ice
hockey match that we visited together with
clients in the course of the World Championship in Bratislava, the team met early in
the next morning in Budapest for its annual internal meeting. Attila Szalay-Berzeviczy, Head of GSS, had invited the team to
Continental Hotel in central Budapest for
an off-site meeting packed with information, innovation and motivation.
Harald Kreuzmair, who attended the event
in his new role as Head of Group Funds
& Securities Services, gave an exhaustive
overview on his vision for future business
development in GSS. Underpinning the
importance of this business line to RBI as a
whole, he called upon the team to further
fine-tune service quality in the interest of
the clients. Moreover, he encouraged GSS
to embrace the possibilities that digitization bears.

While brains were still wracked about
the future world of automatization and its
effects on the post-trade industry, former
Olympic Champion Attila Mizser prepared for the final session during which he
delivered a breath-taking insight into professional ways of self-motivation. Deducting the methods acquired as a sportsman
and transferring them into business life,
he left the team with valuable personal
inputs.

A dedicated blockchain session picked
up this thread and provoked lively discussions among the group of GSS experts, all
of whom are, by nature, both tech-savvy
and risk-aware.
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Keeping the (ice) track
Supported by a faithful group of CEE capital market influencers, the Czech team
prevailed in the quarter finals of the Ice
Hockey World Championship.

Since Bratislava is only 80 km away from
Vienna, connected by a high-speed catamaran that dashes along the Danube in
just 75 minutes, it makes sense to consider
the two capitals as one venue. So did RBI’s
Group Securities Services who offered the
participants of the CEE Infrastructure Forum (see report on page … ) to conclude
the day over a top-notch sports event, i.e.
a quarter finals game of the Ice Hockey
World Championship in Bratislava. With
RBI acting as an Official Sponsor for this
tournament already for the 12th time and
many of our markets being vivid followers
of this sport, it was a logical destination
for us.
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Right upon the conference closing remarks,
the die-hard sports fans among the CEE
capital market celebrities hastened to the
boat pier in downtown Vienna to catch the
Twin-City-Liner. Ironically, after everybody

had made it onto the boat in time, the captain announced a delay due to technical
problems. But eventually we arrived on
time to watch Germany vs. the Czech Republic on ice. The Czech team won by a
wide margin and the mood in the stadium
was so great that not even the – still polished – business attire of our group could
prevent us from joining in the cheers.
We are already looking forward to visiting
another exciting match together with our
clients and partners next year in Switzerland!
Katarina Marko

A long-term partner of ice hockey
The 83th Ice Hockey World Championship is completed. Finland won
against Canada 3:1, exactly the
same result that both teams played
on the first day of the tournament. It
is only the 3rd time that Finland won
this title, by the way the previous time
also in Slovakia in 2011. The bronze
medal game Russia vs. Czech Republic – the desired final for many in the
RBI Group – was won by Russia in a
penalty shoot-out.
RBI already acted for the twelfth time
as Official Sponsor of the tournament. The first sponsoring was provided in 2007, when the tournament
was played Russia, and with the exception of 2008, it was continued
through all following years. Apart
from ticket access for customers, the
logo presence and the high reach of
the event count for the sponsorship.
Some 1.3 bn people watch the event
on TV. It is the largest winter sports
event after the Winter Olympics. RBI
promotes during this tournament the
brand of the network banks – Raiffeisen Bank, which was shown on two
rink boards behind the goals. One
of those placed in the arena where
Team Russia plays is displayed in Cyrillic language. Of course, the local
Slovak Raiffeisen Bank, which was
established a couple of years ago,
made substantial efforts to use the
event for customer acquisition.

GSS Sales and Relationship Manager
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Size and efficiency
RBI, in conjunction with Global Custodian
magazine, proudly hosted the CEE Capital
Market Infrastructure Forum in Vienna.
The Sky Conference rooms, overlooking
Vienna’s Stadtpark in full spring blossom,
were the perfect setting for a gathering
of Central and Eastern European capital
market influencers. Initiated to debate the
current hot topics that are impacting the
business, the CEE Capital Market Infrastructure Forum attracted top clients from
all over Europe. In his welcome remarks,
Attila Szalay-Berzeviczy, Head of GSS at
RBI, pointed out that RBI and Global Custodian wanted to create an occasion for
market infrastructure participants to meet
the institutions.
Lukasz Januszewski, Board Member of RBI,
left no doubt that RBI is continuing to invest in the GSS business line. In return, the
customer base is growing, and the number
of markets covered increasing. Mr. Januszewski also expressed his gratitude to the
representatives of the CSDs for the excellent collaboration while setting up the GSS
Operations Center.
He mentioned that with the recent market
openings in Armenia and Kazakhstan the
regional focus has widened far beyond the
network of RBI banks. Works on the direct
connection to North Macedonia and Ukraine are under way and, looking forward,
Georgia and Azerbaijan are the next target markets.
GSS Press | May 2019

Given that RBI is also deeply engaged with
setting up the backbone for the trading activities in south eastern Europe through SEE
Link, Mr. Januszewski stated that “wherever you look at infrastructure in CEE, you
will find us.”
The introductions were followed by a detailed view on the CEE markets in light of
current global economic trends delivered
by Gintaras Shlizhyus from Raiffeisen Bank
International Research.

Expert panels
The panels moderated by Richard
Schwartz, Editor of Global Custodian,
touched upon the role of stock exchanges
in attracting institutional investors as well
as on the positioning of central securities
depositories between market utilities and
value adding institutions.
“Does size matter?” – this question was
unanimously answered yes by the first
discussion round combining Nora Aliti,
8
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Cost control
Large CSDs, such as the NDC which is at
the same time the second largest payment
system in Russia, offer a large range of
products and can operate profitably. On
the contrary, their smaller peers struggling
with limited fee income, have to be highly
efficient to be able to carry the additional
cost burden deriving from regulation. The
panellists argued that while they do enjoy
utmost trust from their users, it is important
also to have enough capital to be able to
technically cope with this additional burden.

Presidident of the North Macedonian Securities and Exchange Commission, Izabela
Olszewska, Board Member of the Warsaw
Stock Exchange, Konstantin Saroyan, Secretary General of the Federation of EuroAsian Stock Exchanges, Attila Tóth, EBRD
expert for equity capital markets and capital market infrastructure and Richard Végh,
CEO and President of the Budapest Stock
Exchange. Market size not only helps in
terms of economies of scale but also in
becoming relevant to international institutional investors. Moreover, the size of the
listed companies themselves is crucial. The
panellists agreed on the importance of fostering a domestic shareholder base, both
retail and institutional as a prerequisite for
tapping international funds.
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The second panel deep dived into the selfunderstanding of CSDs. Maria Krasnova,
Deputy Chariperson of the NSD Russia, Minaugas Bakas, Chairman of the Board of
the National Depository of Ukraine, Stjepko Čičak, Board Member of the SKDD Croatia, Archil Mestvirishvili, Deputy Governor
of the National Bank of Georgia and Martin Wiedermann, CEO of the CDCP Slovakia, stressed that a market infrastructure is
“more than just cables”. It includes complex services in terms of legislation, market practice and expert know-how. Central
depositaries are supposed to think ahead
and thus can be the drivers for creating an
appropriate framework.

Harald Kreuzmair, Head of Group Funds &
Securities Services, in his closing remarks
pointed out that against the backdrop of
rising cost there is need for a lot more collaboration among the market players. He
affirmed RBI’s readiness to contribute to
functioning markets in Central and Eastern
Europe.
Bettina Janoschek
Head of GSS Sales and Relationship Management
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Over the Tatras
Slovaks trace their origins to the Slavic peoples who migrated from the European-Asian
frontier to the area between the Danube
and the Carpathians in the fifth and sixth
centuries C.E. As increasingly sophisticated
agricultural peoples, those Slavs established
permanent communities.
This region of early western Slavic occupation, especially east of the Morava River,
correlates almost exactly with the historical and contemporary geographic distribution of Slovaks. The settlement of town
Nitra (which lies around 100 km from
curent capital city Bratislava) became an
early focus of political importance and
the home of western Slavic rulers, such as
King Svätopluk (870–894 C.E. ). The first
Christian church in east-central Europe
was established at Nitra as well.
Written Slovak appeared before the eighteenth century in literary texts, and near the
end of that century a national movement
began to delineate Slovak ethnic identity.
Slovak, the national language, uses the
Roman alphabet. Slovak is very closely
related to Czech. Along with Czech and
Polish, it is classified as a western Slavic
tongue in the Indo-European language family. Anton Bernolák codified written Slovak based on the western Slovak dialect.
In the 19th century, this process continued
with a written form of Slovak that combined the western and central dialects.
L'udovit Štúr finally codified written Slovak
by 1844, basing it on the central dialect.

Slovakia's national flag consists of three
equal horizontal bands of color, from top
to bottom white, blue, and red. Superimposed over the bands on the left (hoist)
side is a shield displaying the national
emblem: a double apostolic cross in white
sits atop the middle peak of three blue
mountaintops, all on a red background.
The emblem predates the national flag by
centuries (elements of the emblem were
used in the Great Moravian Empire) and
appears in many contexts both in Slova-

kia and abroad among people of Slovak
descent. The national flag became official
on 1 January 1993, Independence Day.
The national anthem, Nad Tatrou Sa
Blýska, translates as "Lightning over the
Tatras" The lyrics refer to stormy times and
the belief that Slovaks survive them, while
their oppressors and opponents lose. In
the former Czechoslovakia, the Slovak anthem was played after the Czech anthem.
Peter Uhrin
Head of GSS Slovakia

GSS Press | May 2019

10

MARKET ROUNDUP

Mensur Hodžic,

Head of GSS Croatia

CROATIA

New legislation adopts SRD II
In April the Law on Changes and Amendments to the Company
Act has become effective, implementing the revised Shareholder Rights Directive (SRD II) 2017/828.
The novelties and amendments relate to the entry of shares into
the share register, the amendment of the qualification criteria
for members of the supervisory boards of large enterprises,
electronic voting on general assemblies, establishment of a
company without a proxy, etc.
However, the most significant changes affect shareholder identification, transfer of information and facilitation of the exercise of shareholder rights, transparency of institutional
investors, asset manager and adviser in voting and voting rights through intermediaries
and persons acting in an appropriate manner. All of them will become effective as of
2021.
Shareholders have to appear in the company's share register with full name and residence or company and headquarters, including their postal address and e-mail
address. Shareholder rights and obligations are limited to those who are listed in the
share register.

Spotlight news
BH: EBRD met in Sarajevo
The European Bank for Reconstruction and Development (EBRD) Annual Meeting was held in Sarajevo
with more than 3,000 visitors attending. The focus of the program was
"Connecting Economies to More
Growth". In more than 40 events
held the participants discussed key
issues for all the countries the EBRD
is covering.
Leaders of the Western Balkans discussed a number of topics of economic and political nature and agreed
that the key to the development of
the region is joint cooperation on all
issues, including the most complex
ones.

Deletion of an earlier shareholder and entry of a new one shall be carried out in the
register on the basis of an application that must be accompanied by evidence that the
shares have been transferred. On company's request, anyone who has been registered
in the stock register is obliged to disclose without delay if those shares are their property.
If the company does not distribute relevant information directly to the shareholders, it
must forward it to the intermediaries (custodian bank, depository bank) in an electronical way who will transfer them to the shareholders. Making the information available
on the company's web site will be considered sufficient.
Institutional investors will be obliged to publicly announce their policy of participation,
to publish at least one a year the report on how they are performing, as well as how
they are voting at the assemblies, and whether they are using advisory services when
voting or not.

Our view
The idea of involving shareholders in corporate governance to a higher degree, induced by SDR II, is one of the levers to improve the financial and non-financial performance of companies. Moreover, environmental, social and governance factors are
reflected by this law.
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Andrei Mezdrea,

Head of GSS Romania

ROMANIA

New Depozitarul Central Board of Governors approved
The Financial Supervisory Authority validated in April the new
Board of Governors of the Romanian CSD, consisting of Mihai
Fercala, Claudia Ionescu, Cecilia Manta, Cristian Busu, Robert
Pana, Laurentiu Rivis, Adrian Simionescu, Adrian Tanase and
James William Turnbull.
Subsequently, the new body decided to appoint Robert Pană and
Laurenţiu Riviş as Vice-Presidents and Claudia Ionescu as General
Secretary. At the same meeting, the composition of the audit, risk, remuneration and nomination committees was agreed upon.

Our view
Amongst the challenges to be tackled by the Romanian CSD’s new Board are the
authorization under CSDR regulatory frame, a reshaping of the risk management rules
and the establishment of a local central counterparty.

Anna Lewczuk

Sales & Relationship Manager, GSS Poland

POLAND

Changes to the settlement discipline
Further to our article about “System developments at KDPW
Group” published in the November 2018 issue of GSS Press,
please be informed that KDPW announced the second phase of
the project work related to the KDPW authorization as a CSD.
The changes reflect the Delegated Regulation (EU) 2018/1229,
supplementing Regulation (EU) No 909/2014 of the European
Parliament and of the Council regarding regulatory technical
standards around settlement discipline. The implementation of
the changes resulting from the above provisions must be accomplished by mid-September 2020.
The changes will cover functional aspects referring to processes supporting settlement
of transactions (changes in handling the "tolerance level", the "hold-release" mechanism, calling-off settlement instructions, partial settlements and the "place of clearing"
field). Moreover, they will affect mechanisms concerning servicing “buy-in” transactions
as well as the penalties for late settlement of transactions.
We are setting out the details as follows:

Spotlight news
HR/SI: Investor Day in Zagreb
Following last month’s presentation
at the NASDAQ premises in New
York, a collaboration between
Zagreb Stock Exchange (ZSE) and
Ljubljana Stock Exchange (LJSE), in
which both Stock exchanges presented investment opportunities in their
markets, another joint conference
was held in Zagreb.
The Slovenia and Croatia Investor
Day aimed at enabling direct contact between Slovenian, Croatian
and international investors and the
most prominent Slovenian and Croatian stock exchange companies.
Over the years, the event has become a tradition. Its main goal is to
facilitate Slovenian and Croatian listed companies access to local and
international investors and, thus,
strengthen their visibility and liquidity.

I. Changes to the depository system of KDPW
Tolerance level
Introduction of tolerance levels thresholds in EUR:
- Transactions below EUR 100,000: EUR 2
- T ransactions above EUR 100,000: EUR 25

GSS Press | May 2019
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(For calculation of the settlement value of transactions denominated in PLN, the ECB
exchange rate will apply. It is anticipated that this will be the exchange rate from 1
January of a given year. Threshold adjustments would take place on an annual basis.)
Hold-release mechanism
Extension of possibilities with respect to application of hold-release options, in particular allowing to change of “release” to “hold” status for all batch related settlements.
(Currently this option exists only for RTGS settlement. Hold-release mechanism will apply
to all types of settlement operations instead of strictly designated ones.)
Calling-off settlement instructions
Cancelling settlement instruction by a participant who is a settlement party, although
the settlement instructions has been delivered by a third party, will be allowed (except
for settlement instructions provided by KDPW_CCP). Calling-off of the instruction will
become effective if both settlement parties provide relevant technical instruction.
(Currently, calling-off settlement instructions is limited to the parties that released the
settlement instructions to KDPW.)
Partial settlements
After adjusting to CSDR regulations,
• partial settlement would concern all settlement types
• thresholds for partial settlement application will be cancelled
• consent to the partial settlement would have to be provided by both sides of settlement in case of matched settlement instructions, and by the seller in case of unmatched settlements (except for unsettled transactions suspended for 4 days but before
application of a buy-in procedure) where partial settlement would be mandatory.
(Currently partial settlement is limited to specifically selected settlement types with an
application of the relevant thresholds and a requirement of consent of both settlement
parties in case of matched transactions.)
Place of clearing
KDPW will start using an optional “place of clearing” field in the settlement instructions
to enable settlement of transactions cleared by different CCPs. A lack of this information
would be interpreted as a non-CCP cleared transaction. KDPW participants will have to
provide the relevant LEI code of a Clearing House.
II. The settlement system of KDPW_CCP
In accordance with EU regulations, main aspects concerning transactions settled via
KDPW_CCP will be as follows:
• Calculation and application of fines in relation to clearing participants causing settlement suspension based on KDPW data.
• Distribution of fines among clearing members who are settlement parties awaiting
securities on the basis of KDPW data.
• Repurchase of securities by KDPW_CCP.
• Reimbursement of costs related to the repurchase of securities by KDPW_CCP.
• Monetary compensation paid to a participant purchasing securities if it is not possible to buy them in.
• Notification of clearing participants of the implementation of procedures related to
settlement discipline and their results.
• Reporting of relevant information to KDPW.

GSS Press | May 2019
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III. Procedures related to the settlement discipline
Buy-in of securities
In case of a permanent suspension of settlement instructions addressed to KDPW by
KDPW_CCP, on the fifth business day following the planned settlement (i.e. on a business day following the expiration of the extension period), KDPW_CCP would initiate a
buy-in procedure. As part of the buy-in procedure KDPW_CCP would:
• Monitor the settlement processes and notify the parties to the transaction about the
start of the buy-in procedure.
• Ensure the suspension of the original settlement instructions concerning the transaction
for which the buy-in procedure applies, including their subsequent cancellation.
• Conduct and monitor the purchase of securities in accordance with the guidelines of
the Regulation,
• Adhere to the timeframe for delivery of securities (the buy-in procedure shall last no
longer than four days for shares or seven days for other liquid securities).
• Ensure the settlement of a partial or full buy-in of securities.
• Ensure notification of transaction parties about the settlement of bought-in securities.
• Provide support for payment of a monetary compensation in the event of inability to
make a partial or full buy-in of securities.
• Charge fees for carrying out the buy-in procedure.
Handling of penalties calculated in connection with the suspension of settlement
The main novelties compared with the current situation will be the extension of potential
penalties to all types of settlement including OTC and FoP settlement and the distribution
of penalties among the settlement parties.
As part of servicing the penalties mechanism, KDPW_CCP would perform the following
activities:
• Receipt and processing of data on the amount of calculated penalties provided by
KDPW,
• Notification of clearing members, with a use of new XML message*, in particular
about the amount of liabilities and receivables due to accrued penalties and the net
amount to be paid,
• Handling payment of penalties of clearing participants in a designated settlement
bank for a given currency,
• Calculating fees for KDPW_CCP for handling the distribution of penalties,
• Monthly reporting on the execution of penalties distribution services.
• The changes assume adjustment of penalty amounts to those defined in the attachment to the delegated ordinance of European Commission 2017/389 (supplementing
Regulation (EU) No 909/2014 of the European Parliament and of the Council).

Our view
The KDPW’s recent move is in accordance with the CSDR Regulation, implementing
requirements related to settlement discipline. The chapter on penalties will significantly
affect the fines compared with currently applied rates amounting to 0.2 % of the value
of transaction or its part, which was suspended, not less than PLN 500 and not more
than PLN 10,000 for each day of transaction settlement suspension. The new rates will,
however, not exceed 0.01% per day.
Due to the ongoing standardized implementation of regulatory requirements under the
working groups at a European level, KDPW will provide details of the new settlement
framework as soon as possible.
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(*) KDPW_CCP is planning to introduce a new
XML message in ISO 20022 format, informing
about the execution of procedures related to
settlement discipline, in particular the amount
of the penalty payment resulting from the suspended settlement of securities. This message
will be made available to participants causing
suspension of settlement and participants affected by this. Other information regarding
untimely settlement, rejection of instructions for
settlement or repurchase of securities will be
transferred in currently functioning messages
exchanged with clearing members.
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HAVE YOU MET

The charming opposite
side of trading
Juraj Kvasnička, Head of GSS Operations Slovakia, provides an insight into his profession.

Where did you start your professional
career?
The world of securities enchanted me
probably from the moment when I saw
Gordon Gekko in action in the legendary film “Wall Street”, which was some
time after the 1989 revolution in Czechoslovakia and I was 14 years old. And so
I helped with my parents’ investment decisions in the first round of voucher privatisations. Once the wild years had ended
and the capital market in Czechoslovakia and subsequently also in the independent Slovakia mortified, I lost my romantic illusions about the world of capital
markets. After graduating from the University of Economics in Bratislava, I
joined a local securities dealer.
I moved to Tatra banka in 2001 at the
Back-Office Capital Markets department,
where new activities in foreign securities
trading were just being launched. After a
couple of years, I moved over to Tatra
Asset Management, where I was inducted into Fund Administration, which was
then starting to be built up at Tatra banka.
What do you like about your job? And
what do you find challenging?
So, while I wasn’t exactly Gordon
Gekko, the opposite side of trading charmed me more. Not to mention maintaining my moral integrity. The technical
aspect of securities, their issue, recording, transfers, DVPs in various legislative frameworks and the search for convergence between them in order that the
client has what they want and how they
want it, searching for solutions in corporate actions that we haven’t even heard
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of, taxation in disparate, though seemingly similar environments, all these still
provide a challenge. Being responsible
for managing assets of EUR 9 bn (and
rising) for clients, whether directly or in
funds, knowing that clients can rely on us
and trust us, is a great feeling.
We have the T2S migration behind us
and we are still awaiting the benefits in
the framework of the single EU. It’s amazing that I can rely on my team, where
we have grown over 19 years from just 2
to the current 10 team members. We all
are enthusiastic and absolutely committed to our mission, and it is a pleasure to
head this great team.
Which challenges ahead do you see for
Group Security Services?
Securing one and only the ultimate level
of services among the Group. By letting
every unit partly go its own way, and in
the ever more demanding environment,
overregulation by the local regulator on
one hand and EU legislation on the other,
not dealing with big issues that could really move us lightyears ahead - like harmonization of the EU securities market in
certain areas like taxation, corporate actions, issuance etc. Even the T2S benefits
seem hidden to us until now to be honest.
How do you spend your spare time?
Recently I’ve been trying to steal a little
time for myself. Naturally, family comes
first; my wife and I have two sons and it’s
unbelievable, but I enjoy flicking through
textbooks and going back to geography,
maths, physics and chemistry. Gradually
now this is a real challenge. I have redis-

covered beach volleyball, which I played
during my studies; it’s a relaxing feeling
to smack a ball for any issue that seems
impossible to crack at work. I even have
a little time left for my 20-year-old chopper, music (both passive and active), and
occasionally, if I’m lucky, I pick up a
book.
What is your favorite place in your city?
Our family have a cottage near Bratislava by a lake, where we spend relaxing
times, especially in the summer. It is an
oasis of peace and quiet. In the city I
also am enjoying the growing quality of
cuisine, where it is now possible to really
spend quality time and pleasantly sit
with excellent, modern and imaginative
meals in the city centre, around Hviezdoslavovo Square; it is just a pity that
prices are rising much faster than quality,
oftentimes already exceeding Vienna or
other cities.
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ATTILA‘S PHOTO BLOG

PHOTO OF THE MONTH

by Attila Szalay-Berzeviczy

75th anniversary of D-Day Landings and the Battle of Normandy
British veterans of Gold and Sword Beaches.
4 June 2019 / Colleville-sur-Mer / France
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