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Self-collateralisation —

responding to market demands

In order to meet the requirements of the market for
additional central bank liquidity for the settlement of
securities transactions and thus increase the efficiency
of settlement procedures, the Bundesbank and Clear-
stream Banking Frankfurt (CBF) offer a self-collateralisa-
tion (SC) process. The liquidity necessary for this will be

made available by the Bundesbank for night-time pro-
cessing and (in case of a settlement failure during night-
time processing) also for daytime processing until SDS 1
(first same-day settlement of CBF at 10.00) as part of
the CBF reservationprocess in TARGET2.

Bundesbank efforts towards increasing the efficiency of daytime and

night-time securities settlement

Current status of CBF settlements

Market demands

— (CBF settlement using central bank money
— High degree of settlement efficiency through
process optimisation

— Efficient use of collateral
— Attractive securities settlement model for a
competitive European environment

Automated provision of additional central bank liquidity for CBF night-time processing and daytime processing

until SDS 1 by depositing otherwise unused securities in the hands of the Bundesbank

I General process description

Self-collateralisation is based on the principle of banks
being able to enter into a refinancing transaction with
the Bundesbank stemming from self-collateralisation in
the form of intraday credit in order to purchase certain
securities within night-time processing and in daytime
processing of CBF until SDS 1. For this it is not necessary
to provide liquidity in advance.

To this end, banks flag the security categories of the
purchase instructions (Receipt versus Payment, RVP)
at CBF prior to the start of night-time processing.
The Bundesbank then calculates the loan value of the
securities and checks whether the counterparty and the
security classes are eligible for self-collateralisation. In
the course of the night-time processing or (in case of a

settlement failure during night-time processing) in the
daytime processing until SDS 1, the negotiated refinan-
cing transaction stemming from self-collateralisation is
value-dated on a payment-versus-payment (PVP) basis.
The Bundesbank takes receipt of the papers as collateral
while the counterparty is given the countervalue
amount (minus a haircut) as intraday credit. To a certain
extent purchases of securities finance themselves — after
deducting the haircut. Technically speaking, the proce-
dure is similar to a repo transaction. In legal terms,
however, it represents a granting of credit taken out
against a pledge in the Bundesbank’s favour. If the
collateral received by the banks is not drawn upon
before 18.00 on the value date, the intraday credit
automatically transforms into an overnight loan.
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Cash and securities flow during self-collateralisation

Additional receit and
delivery instruction

Financing

of Haircut

Bank A (buyer)

Origninal flagged
purchase
instructions

Bank B (seller)

CBF

SC safe custody
account at the
Bundesbank (7068)

Securities

I voney

Securities received are credited to the customer’s
SC Safe custody account held at the Bundesbank,
to whom they are pledged
Deutsche Bundesbank

I Allocation of tasks

Participants in self-collateralisation are required to
flag the purchase instructions (RVP) for use in the self-
collateralisation process in order to provide liquidity for
the haircut and to return payments credited under self-
collateralisation.

The Bundesbank takes receipt of the application forms
for self-collateralisation, distributes the delivery and

receipt instructions (DVP and RVP) under observance
of the powers of attorney it has been granted and
provides liquidity after carrying out an eligibility check.

Clearstream Banking Frankfurt provides the necessary
infrastructure for processing the self-collateralisation
(“taker of securities and money settlement orders”)
including the function for flagging transactions.

I Prerequisites for participation

The SC participant must fulfil the general eligibility
criteria applicable to Eurosystem monetary policy ope-
rations (see Section V, paragraph 1 of the General Terms
and Conditions of the Deutsche Bundesbank) and also

be a CBF customer. In addition, the CBF account needs
to be eligible for Real Time Settlement (RTS) against
payment.
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1 Eligible securities

Eligible securities for SC refinancing are those permitted
for collective safe custody, taken from the Eligible Asset
Database (EAD) and which do not necessitate a check
for indications of a close relationship between the SC
participant and the issuer of the security.

An overview of the self-collateralisation time-frame

7:00 18:00

These are

— Public debt securities
(including new Federal Government issues)
— Debt securities issued by supranational institutions
— Debt securities issued by the European Financial
Stability Facility (EFSF) and by FMS Wertmangement
— Covered bank debt securities

Debt securities divided into series and groups are not
accepted.

Opening phase Processing

5:40 6:00 7:00 10:00 15:30 18:00
Over- Day return BBk
night CBF (Special
return Processing process)

Flagging of purchase Generation of additional
instructions for
self-collateralisation,
up to 18.00 on S-1

through customer

pledging and repayment

Bundesbank

Provision of additional central bank
liquidity through Bundesbank based
on the calculated loan value

Utilisation of additional central bank
liquidity during CBF night-time and

daytime processing

I Fees

As a general rule, the Bundesbank provides central bank
liquidity (funds) for the purpose of self-collateralisation
free of charge.

In the special event of a return via the Bundesbank due
to alack of liquidity after 15.30, a special fee of B100.00

self-collateralisation receipt and
delivery instructions required for 1

Securities are pledged to the

Return of pledged securities to customers by the end
of day in three phases possible:

. After completion of CBF night-time

processing (if cash liquidity still available)

2. During RTS settlement at CBF by 15.30 through
release of self collateralisation repayments and
provision of central bank liquidity in the RTGS
account on the SSP at the Bundesbank

3. Special redemption process initiated by the
Bundesbank between 15.30 and 18.00
(automatic transfer of collateral to the SC
operational safe custody account)

is charged for each SC security submitted to the SC
participant’s safe custody account.

The fees levied by the CBF are listed on its website
www.clearstream.com.


www.clearstream.com

I Contact

Harald Hiibner Holger Maurer
Phone: +49 69 2388 2450 Phone: +49 69 2388 2451
E-Mail: harald.huebner@bundesbank.de E-Mail: holger.maurer@bundesbank.de

More information on the self-collateralisation procedure is available at
www.selbstbesicherung.de oder www.selbstbesicherung.com


www.selbstbesicherung.de
www.selbstbesicherung.com

