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Agenda

- Trade processing of Luxembourg Stock Exchange

 Trade processing: bilateral scheme overview
— Processing in Euroclear and Clearstream
— Bridge processing between ICSDs

 Pass-through trade

« Guaranteed trade with concrete example
— Account structures
— CCP process
— Clearstream and Euroclear view

* Buy-in process / margin calls

« Questions and answers



Definition of acronyms and actors

BdL Bourse de Luxembourg / Luxembourg Stock Exchange
TMF Trading Member Firms
CCP Central Counterparty
(LCH.Clearnet SA)
CMF Clearing Member Firm
GCM General Clearing Member firm
ICSD International Central Securities Depositary

(Clearstream Banking Luxemburg [CBL] and Euroclear-Bank [EB])

ISV Independent Software Vendor



Trade Processing of Luxembourg Stock Exchange

Financial Instruments of Luxembourg Stock Exchange

Trading Groups
Luxembourg Stock Exchange has classified its financial instruments in
49 Trading Groups according to the following criteria:
« Types of products
« Currency

« Liquidity, etc...

Trading methods
continuouslor auction

Post Trade Model

« CCP services (only for liquid securities or those chosen by a
market maker)

« Pass-Through settlement (for non-liquid securities)

- Bilateral (UCITS, Warrants, and all securities which are not
eligible with LCH.Clearnet)




Trade Processing of Luxembourg Stock Exchange

Luxembourg Stock Exchange

Pass Through Bilateral

« 5 trading groups « 36 trading groups « 8 trading groups

« (all in continuous trading + (only auction trading mode + (only auction trading mode
mode) possible) possible)

Liquid shares, liquid « Other non-liquid shares and UCITS, Warrants and all
corporate and non- bonds; however eligible non-eligible financial
corporate bonds; eligible with LCH, EB, CBL and the instruments

with LCH, EB, CBL and the bridge solution

bridge solution

Each security can be traded only in one channel at a time (Bilateral, Pass-through or
CCP) according to its trading classification.

However, Luxembourg Stock Exchange and/or LCH.Clearnet can move a security from one
group to another according to the liquidity criteria or a market maker request



Trade Processing of Luxembourg Stock Exchange

. Continuous trading or Auction .

—

Full CCP

Services provided by LCH. Clearnet

+ Delivery / Payment

« Anonymity of
transaction

+ STP settlement

* Novation

* Netting

3-

Ll

Trading System BdL (NSC)

-ﬁmm

+ Delivery / Payment

« Anonymity of
transaction

+ STP settlement

4.

Back Office

Bilateral

Services provided by
BdL

« Trade counterparty

(name, amount,
traded,...)

3

2 connection
possibilities:

« Individual login
via BdL site

* QUE-JMS

e

No consequence at trading level. The trading groups’ classification impacts only the post trade

model.

To manage transaction orders, the back office department has to take into account the financial
instruments negotiation groups, and as a result, the appropriate post trade scheme




Clearing & settlement
Option — Bilateral Scheme

Trading

Clearing &
Settlement
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> Custodian Bank 2

—» Trading
———» Post-Trading




Processing in Clearstream

Recommended input
deadline for inclusion
in the Night - Time
Processing

Processing for value SD

Internal Instruction input
deadline for mandatory
settlement period

Deadline for automatic same-
day collateral substitution
and securities financing recalls
supporting bridge instructions

M l

Internal Instruction input
deadline for optional
settlement period

20:30 ooéoo 12:00 14:00
! I
Night -Time
Processing
|
\ A

Mandatory Settlement Period

Guaranteed trades processing window

LCH.Clearnet SA as counter-party

18:00

Day Time Settlement Processing

Non-guaranteed trades processing window

Other TMF as counter-party

Non-guaranteed trades

If flags properly set



The Euroclear Bank environment

) Instruction input deadline
20:30 S-1 (for night-time processing)

Batch processing (value S)

— 1

Instruction input deadline for Instruction input deadline for
mandatory internal instructions to optional internal instructions to
be processed in real-time be processed in real-time

Real time processing (value S from 3:30 until 18:00)

3:30

Integrated settlement environment :

13:30 17:30 | 18:00

= |

Night time and day time lending/borrowing & collateral management capabilities |

Night time and day time links with Clearstream and domestic markets |

= |

v

o !

Mandatory Settlement Period

Guaranteed trades processing window

LCH.Clearnet SA as counter-party

Pass-through trades processing window Pass-through trades

Other TMF as counter-party If flags properly set




The bridge processing between ICSD’s

Currently

As of Q2 2008

Bridge Instruction input
deadline for inclusion in
night-time processing

20 matching files
10 settlement files

Instruction input deadline

mandatory Bridge Instruction input deadline

optional Bridge instructions

instructions
SD-1 Processing for value SD
W IV
20:30._I 00:00 12:30 14:40
v
Mandatory Settlement Period
13:00A 15:00 16:00A

30 matching files
15 settlement files

A/P Instruction input
deadline optional Bridge
instructions

Instruction input Cjeadline FOP Instruction input
ma_ndatory_ Bridge deadline optional Bridge
instructions instructions



Bilateral and pass-through settlement

Bilateral Pass Through

- Validation of MT 54X
Validation of MT 54X .
received from TMF recelyed from LCH.CN
acting on behalf of
TME

Intra- and end of |_ Recycling —pp
day status
reporting to TMF |@——— No €———
(MT548, MT537,
MT9

Instructions
matched ?

T+0 — T+2

Yes

Intra- and end of |_ Recycling —p»
day status reporting SD-1
to TMF (MT548, No «¢
MT537, MT94X) reached ?
' 20.30
Yes¢
Processing of the instructions T+ 3

Intra- and end of day I_ Recycling
status reporting to

TMF (MT548, |[€—— No €——
MT537, MT94X)

O

Intra- and end of
day reporting to
CK/IF ‘()MTSA?X < Instructions settled

MT536, MT950 )

O

Instructions
positioned ?

Yes L




Luxemburg Cash Market

Structure and Organisation

Trading A Bourse
Trading Member > @ de

side Flrm \// Luxembourg
Clearing Clearmg V LCH.CLEARNET

side Member

Firm / \
Settlement | Settlement @ clearstream | EUTSCHE BORSE
side Agent euroclear Clearstream Bankin
Euroclear Bank Luxembourg °




Pass-through trade

Typ|Ca| ||fe'CyC|e Of a paSS'th o Ug h trade (* Timing is not contractual and is given for information)

Day 0
= Trade Date

Order
TMF

W Matching Y/\-&
Bourse .Z

Market
Closint

M1
Marke;t Trade
Opennin -
creation
v 20 h
LCH.Clearnet ==
®
MS 5011 : messages
Notice of trade leg
creation
CMF
Swift
MTxxx
Instructions
To be settled
\4
ICSD ==
Swift
MT53x
Pending
Instructions
\4
Settlement =
Agent

Files, milestones and messages : [ —» Private files

mmm > Private messages

Fb' Time Milestones



Guaranteed trade
Typ|Ca| ||fe'CyC|e Of a trade (* Timing is not contractual and is given for information)

CCP

Day 0 Day 1 Day 2 Day 3 = Settlement Date
= Trade Date = Trade day + 2 days = Trade day + 3 days
TMF Order
,_IVI_k_t_ar €
Matching \ Closing
;8 —~ n |
Bourse /
Market
Openin Start of
M1
Trade Batch
- Process
creation 15h
<15h
LCH.Cleamet _ B Zh 2h 18h 20h 23h == 16h  18h 20h
® SIF : A %_ ®
PR3 Settl i Swift SIF
Position third ctiemen MTxxx
Information )
. Resume File Cancellation
MS 5011 : messages I
. (trade and non-settled
Notice of trade leg osition) Swift Instructions
creation P MTxxX u
_% End of
Vandatory
CMF =j =j =j =j Settlement =j
PR3 PR3
Swift
MTxxx Swift Swift
Instructions MTxxx MTxxx
To be settled Settlement Instructions
irmation :g*\’f vTo be settled
ICSD >
Swit Swit
MT53x ¢ End of IMTxxx
Pending Mandatory ;Cancellation
Instructions Settlement ‘Confirmation
4 \ 4
Settlement == E ==
Agent <15 h

Files, milestones and messages .

& —» Private files

mm ——» Private messages

@ Time Milestones



Account structure (1)

®@ Z2 — 0O >» A H

O Z2 — A > M r O

- Z2 m EE mMmr 4 4 m ®”

/\

AN

N
LCH.CLEARNET
Nl

PA
CMF

CCP

CMF DA 01:LUX-EB-CMFA-CMO001

CMF DA 02: LUX-CBL-CMF A-CM002

TMF TMF
EBl-DD CBL-BB
PA PA
EB-DD CBL-BB

1
TMF
CBL-CC

PA
CBL-CC

@

euroclear

clearstream

—» CMF AA SETTLEMENT AGENT ACCOUNT

DEUTSCHE BORSE
GROUP

P CMF AA SETTLEMENT AGENT ACCOUNT



Account structure (2)

® Z - 0O >» 20+

®@ Z —-— /> Mmr O

— Z2m E_mMmr 4 4 m®

J

TMF
CBL-BB

LCH.CLEARNET

TMF
CBL-CC

CCP

TMF

EBl-AA

CMF DA 01:LUX-EB-TMFAA-SA001

PA
EB-AA

CMF DA 02:LUX-EB-TMFDD-SA002

TMF TMF
EBl-DD CBIT-BB

PA PA
EB-DD CBL-BB

CMF DA 03: LUX-CBL-TMFBB-SA003

I
TMF
CBLl-CC

PA
CBL-CC

r CMF DA 04: LUX-CBL-TMFCC-SA004

(©

euroclear

—» TMF AA SETTLEMENT AGENT ACCOUNT

— TMF DD SETTLEMENT AGENT ACCOUNT

clearstream

TMF BB SETTLEMENT AGENT ACCOUNT <+

DEUTSCHE BORSE
GROUP

TMF CC SETTLEMENT AGENT ACCOUNT <4+—



Guaranteed trades
Examples: Trades to be processed

CCP

Day 2 = 17/10/2007

Day 3 = 18/10/2007

Day 1 Trades = 15/10/07
Settlement Counterparty
TMF Code (1) | B/S Isin Qty | Amount | Trade Date Date Trade ID | TMF Code (2)
EB-AA B | LU0140205948 | 10 [ -500 15/10/07 | 18/10/07 | TD 01 EB-xx
CBL-BB B | LU0061462528 | 12 [ -600 15/10/07 | 18/10/07 | TD 02 EB-zz
EB-AA B | LUOT40205948 | 25 | -1500 | 15/10/07 | 18/10/07 | 1D 03 EByy Day 0 =15/10/2007
CBL-BB S | LU0061462528 | 10 [ 550 15/10/07 | 18/10/07 | TD 04
CBL-CC S | LU0140205948 | 100 [ 6000 15/10/07 | 18/10/07 | TD 05
EB-DD S | LU0061462528 | 110 ( 8000 15/10/07 | 18/10/07 | TD 06
CBL-CC S | LU0140205948 | 200 16000 | 15/10/07 | 18/10/07 | TD 07
EB-DD S | LU0061462528 | 300 ( 20000 | 15/10/07 | 18/10/07 | TD 08
Day 2Trades =16/10/07
Settlement Counterparty
TMF Code (1)|B/S Isin Qty | Amount| Trade Date| Date | Trade ID| TMF Code (2) Day 1 = 16/1 0/2007
CBL-CC B |LU0140205948| 20 | -800 | 16/10/07 | 19/10/07
EB-DD B |LU0061462528| 22 | -1000 | 16/10/07 | 19/10/07
Day 3 Trades = 17/10/07
Settlement Counterparty
TMF Code (1)|B/S Isin Qty | Amount| Trade Date Date | Trade ID TMF Code (2)
CBL-CC B |LU0140205948| 30 | -800 | 17/10/07 | 22/10/07 | TD 11
EB-DD B |LU0061462528| 32 | -1000 | 17/10/07 | 22/10/07
Day 4 Trades = 18/10/07
Settlement Counterparty
TMF Code (1) | B/S Isin Qty | Amount| Trade Date Date | Trade ID| TMF Code (2)
CBL-CC B [LU0140205948]| 40 | -800 | 18/10/07 | 23/10/07 | TD13 | EB-mm |
EB-DD B |LU0061462528| 42 | -1000 | 18/10/07 | 23/10/07 | TD14 | CBL-rr |




Guaranteed trades
Example: Day 0 = 15/10/2007

CCP

Clearing Member Firm

CMFA Intraday trades 5011
Settlement Counterparty
TMVF Code B/S Isin Qty Amount | Trade Date Date Trade ID
EB-AA B LU0140205948 10 -500 | 15/10/07 | 18/10/07 | TDO1 |LCH.Clearnet
CBL-BB B LU0061462528 12 7600 | 15/10/07 | 18/10/07 | TD02 |LCH.Cearnet] [
EB-AA B LU0140205948 25 -1500 | 15/10/07 | 18/10/07 | TD03 |LCH.Clearnet
CBL-BB S LU0061462528 10 550 | 15/10/07 | 18/10/07 | TD04 |LCH.Qearnet
CBL-CC S LU0140205948 100 6000 | 15/10/07 | 18/10/07 | TDO5 |LCH Clearnet
EB-DD S LU0061462528 110 8000 [ 15/10/07 | 18/10/07 | TDO06 |LCH.Clearnet
CBL-CC | 110140205040 —s0 460606= 40140/07 CH.Clearnet <
DD S LU0061462528 300 20000 | 15/10/07 | 18/10/07 | TDO08 |LCH.Clearn
L —
— — A &
CMFB Intraday trades 5011
Settlement Counterparty
==='I;=N=F‘= Code B/S Isin Qty Amount | Trade Date Date TradelD |
EB-xx S LU0140205948 10 500 | 15/10/07 | 18/10/07 | TDO1 |LCH.Clearnet
S U0061462528 12 600 | 15/10/07 | 18/10/07 | TD02
S LU0140205948 25 1500 | 15/10/07 | 18/10/07 | TDO3
B LU0061462528 10 -550 | 15/10/07 | 18/10/07 | TDO04
B LU0140205948 100 -6000 | 15/10/07 | 18/10/07 [ TDO5
77777777777777777777 B LU0061462528 110 -8000 | 15/10/07 | 18/10/07 | TDO06
77777777777 R 200 10000 TOTTOTOT Forreros .07
B LU0061462528 300 -20000| 15/10/07 | 18/10/07 | TDO8
CMF A PR3 file = position results (sent approx. 23pm)
Settlement
Record type | TMF Code| Position Account Isin Qty Amount | Trade Date Date Trade ID
10000 EB-AA PA-EB-AA | LU014020548 | 0 18/10/07
20000 EB-AA PA-EB-AA | LUO14020548 | 10 -500 15/10/07 | 18/10/07 TD 01
20000 EB-AA PA-EB-AA | LU0140205%48 | 25 -1500 15/10/07_| 18/46/67] B
30000 EB-AA PA-EB-AA | LUO140205%48 | 35 -2000 18/10/07
10000 EB-DD PA-EB-DD | LUoO61462528 | 0 0 18/10/07
20000 EB-DD PAEB-DD | LU0061462528 | -110 8000 15/10/07 | 18/10/07 TD 06
20000 EB-DD PA-EB-DD | LU0061462528 | -300 20000 15/10/07 | 18/10/07 TD 08
30000 EB-DD PA-EB-DD | LU0061462528 | -410 28000 18/10/07
10000 CBL-BB | PA-CBL-BB | LU0061462528 | 0 0 18/10/07
20000 CBL-BB | PA-CBL-BB | LU0061462528 | 12 -600 15/10/07 | 18/10/07 TD 02
20000 CBL-BB | PA-CBL-BB | LU0061462528 | -10 550 15/10/07 | 18/10/07 TD 04
30000 CBL-BB | PA-CBL-BB | LU0061462528 | 2 -50 15/10/07_| 18/10/07
10000 CBL-CC | PA-CBL-CC | LU0140205%48 | 0 0 18/10/07
20000 CBL-CC | PA-CBL-CC | LU0140205948 | -100 6000 15/10/07 | 18/10/07 TD 05
20000 CBL-CC [ PA-CBL-CC | LU0140205%48 | -200 16000 15/10/07_| 18/10/07 TD 07
30000 CBL-CC | PA-CBL-CC | LU0140205948 | -300 22000 18/10/07

Day 1 Trades = 15/10/07

TMF Code Counterparty
1 RS e s THOUTIC| 11 Trade-DLINME e 2)
= B [1U0140205948] 10 | -500 | 15/10/07 18/10/07 TD 01 B
CBL-BB | B [LU0O! TD 02 EB-zz
" FB-AA | B [LU0140205948] 25 | -1500 | 15/10/07 18/10/07 [ ]TD 03 EB-yy
CBL-| CO0UB 126232010 556 “+5r4-0107 LS ZRAAA TOD -mm
CBL-CC | S [Lu0140205948]100] 6000 | 15/10/07 18/10/07 TD 05 CBL-rr
EB-DD | S [LU0061462528]110] 8000 | 15/10/07 18/10/07 TD 06 CBL-tt
CBL- Sl 4020594 G200 T10000 TorTOroT TGS E ID 07 CBL-uu
: EB-DD | S [LU0061462528]300] 20000 | 15/10/07 18/10/07 TD 08 CBL3
B
Novation
* LCH.Clearnet becomes counterpart
\ 4 \ 4
Netting
*Position Account
*ISIN
*ISD
LCH.Clearnet
ICSD




Guaranteed trades CCP
Example: Day 1 = 16/10/2007

Clearing Member Firm Day 2Trades = 16/10/07
TVF
Code Settlement Counterparty
(1) |B/S ksin Qty | Amount| Trade Date| Date | Trade ID| TMF Code (2)
CBL-CC| B |LU0140205948] 20 | -800 | 16/10/07 | 19/10/07
EB-DD | B [LU0061462528| 22 | -1000 | 16/10/07 | 19/10/07

CMF A Intraday trades 5011
TMF Settlement Counterparty

Code B/S Isin Qty Amount| Trade Date Date Trade ID

CBL-CC B LU0140205948 20 800 16/10/07 19/10/07 TD09 |LCH.Cearnet 0

EB-DD B |LU0061462528 22 1000 | 16/10/07 | 19/10/07 | TD10 |LCH.Oearnet Novatl()n

CMF A PR3 file = position results (sent approx. 23pm)

Record Settlement N 3

type Mﬁﬂhﬂ-ﬁﬁnﬁl—h— nt | Trade Date Date Trade ID ettl ng

00 | EB-AA | PAEB-AA | LU0T40205948] 35 | -2000 ;\ 18/10/07

30000 - faS=1=a'ay 00209928 -2000 —18/10/07

10000 | EB-DD PA-EB-DD | LU0061462528 | -410 28000 18/10/07 |
30000 L EBDD PAEB-DD | LU0061462528 1410 28000 1810107 "~ 10000 : Previous position by Position Account/ ISIN / ISD
10000 | CBL-BB | PA-CBL-BB | LU0061462528 2 50 18/10/07
30000 | CBL-BB PA-CBL-BB | LU0061462528 2 -50 18/10/07 + 20000 : Day’s movements, having for origin :

*Trades,

10000 | CBL-CC PA-CBL-CC LU0140205948 | -300 22000 1WU7 *Corporate events application or,

30000 | CBL-CC PA-CBL-CC LU0140205948 [ -300 22000 18/10/07 V\ give-up acceptation (take-up).
00 EB-DD PA-EB-DD LU0061462528 0 0 19/10/07 + 30000 : Net Position (10000 +20000) by

20000 - PREEDD 5008402326 77 -1000 16/10/07 19/10/07 TD 10 Position Account / ISIN / ISD
30000 EB-DD PA-EB-DD LU0061462528 22 -1000 10/07

100 LRl 2P=CBA =l - x 19/10/07

< PA-CBL-CC | LU0140205948 -800 10/07 | 19/10/07 TD 09 LCH.Clearnet
-800 19/10/07 ﬂ’

ICSD




Guaranteed trades CCP
Example: Day 2 = 17/10/2007 = Settlement Date - 1

CMFA Intraday trades 5011 Day 3 Trades = 17/10/07
Settlement Counterparty TVF
TMVF Code B/S Isin Qy Amount | Trade Date] Date | TradelD| Code Counterparty
CBL-CC B LU0140205948 30 800 17/10/07 | 22/10/07 [ TD 11 ) B/S Isin Qly Amount | Trade Date|
EB-DD B .U0061462528 32 1000 17/10/07 | 22/10/07 | TD 12 [LCH Clearnet CBL-CC B LU0140205948 30 -800 17/10/07 22/10/07
EB-DD B LU0061462528 32 -1000 17/10/07 22/10/07 | TD12
CMF A PR3 file = position results (sent approx. 23pm)
Settlement .
Record type TMF Code Position Account Isin ayy Amount || Trade Date|  Date Trade ID Novation
10000 EB-AA PA-EB-AA 1U0140205948 35 2000 18/10/07
30000 EB-AA PA-EB-AA LU0140205948 35 2000 18/10/07 .
Netting
10000 EB-DD PA-EB-DD LU0061462528 -410 28000 18/10/07
30000 EB-DD PA-EB-DD LU0061462528 -410 28000 18/10/07
10000 CBL-BB PA-CBLBB || LU0061462528 2 -50 18/10/07 .
30000 CBL-BB PA-CBL-BB__| LU0061462528 2 50 18/10/07 Settlement prep aration
10000 CBL-CC PA-CBL-CC__|| LU0140205948 -300 22000 18/10/07 . Settlement Information File to CMF
30000 CBL-CC PA-CBL-.CC [ LU0140205948 -300 22000 18/10/07 -
— Delivery Account / ISIN / ISD
10000 EB-DD PA-EB-DD LU0061462528 22 -1000 19/10/07
30000 EB-DD PA-EB-DD LU0061462528 22 -1000 19/10/07. « SWIFT to ICSD
10000 CBL-CC PACBL-CC__[ LU0140205048 20 800 19/10/07 One swift for each counterparty
30000 CBL-CC PACBL-CC__|| LU0140205948 20 800 19/10/07 .
| Contains LCH.Clearnet ref.
10000 EB-DD PA-EB-DD U006 1462528 0 0 17/10/07_|_22/10/07
20000 EB-DD PA-EB-DD LU0061462528 32 1000 17/10/07 || 22/10/07 TD 12
30000 EB-DD PA-EB-DD LU0061462528 32 1000 17/10/07_|| 22/10/07
10000 CBL.CC PACBL.CC | LU0140205948 0 0 17710007 _||_22110/07 LCH.Clearnet
20000 CBL-CC PA-CBL-CC__|| LU0140205948 30 800 17/10/07 || 22/10/07 TD 11
30000 CBL-CC PA-CBL-CC || LU0140205948 30 -800 17/10/07 [ 22/10/07
CMF A SIF file with ISD = 18/10/2007 (se nt ap prox. 18pm)/ ICSD
S CLEARNET REF | MEMBER DA ID ISD ISIN CODE (V CASH | CSD REF | COMMENTS
SOICItyDe * Outgoing Sw ift Mes sages with ISD = 18/10/2007 (sent approx. 20pm) corresponding to CMF A
5& RECORD TYPE| CLEARNET REF | MEMBER DA ID Counterparty ISD ISIN CODE QY CASH CSD recepient | COMMENTS
10 DA- 35 -2 000,00 Settlement O
60 2007-07-17000001¢<. DA-EB-AA 20070718 [ LU0 140205 -
“*‘—mm--zee?—ozmw DA-EB-AA [} cH Cleamet| 20070718 [ LUD140205948] 35 -2000 | EuroQear-Bank|| Settlement Ok|
10 DA-EB-DD 20070718 [LU0061462528] -410 [ 28 000;00. Fails
60 2007-07-17000002]  DA-EB-DD 20070718 [ LU0061462528] -410 28 000 MT543 | 2007-07-17000002] DA-EB-DD | LCHCleamet| 20070718 [LU0061462528] -410 28000 |EuroClear-Bank||  Fais
10 A — == DA-CBL-BB 20070718 [ LU0061462528 2 -50,00 Settlement O ~(~|_ | MT541 _ [2007-07-17000003| DA-CBL-BB |1 CHCleamet| 20070718 [ L 006 1462528] 2 -50 Cearstream | Settlement Ok
60 \_[2007-07-17000003],) DA-CBL-BB 20070718 [ LU0061462528 2 -50
MT543 _—1-2007-07-17000004] DA-CBL-CC |LCH.Cleamet| 20070718 [LUD140205948] -300 22 000 Qearstream Fais
10 DA-CBL-CC LU0140205948 -300 22 000,00 Fails
60 2007-07-17000004 DA-CBL-CC 20070718 LU0 1402059481 22 000 MT543 2007-07-170 LCH.Clearnet ) DA-EB-AA [ 20070718 | LU0140205948| -35 2000 EuroClear-Bank || Settlement Ok|
* Contents of comments is for the example ;s | | [ M4t _2007.0242000002] LCHGearnet | DA-EB-DD [ 20070718 [Lun061462528] 410 | -28000 [EuroQear-Bank| Fais
07-07-17000 HQearnet | DA-CBL-BB || 20070718 [ LU0061462528] 2 50 EuroClear-Bank||Settlement 0k|
Cleal'lllg Member Firm MT541 | 2007-07-17000004] LCHCearnet | DA-CBL-CC [ 20070718 [ LUD140205948] 300 22000 |EuroCear-Bank]|  Fais |




Concrete examples

 Guaranteed settlement

— Internal
« Settled
— AA buying 35 LU0140205948 for €2,000 from LCH.CN
« Failed
— DD delivering 410 LU0061462528 for €28,000 to LCH.CN
» Cancelled
— Bridge
«  Settled
— LCH.CN delivering 2 LU0061462528 for €50 to BB in CBL
* Failed

— LCH.CN buying 300 LU0140205948 for €22,000 from CC in CBL
» Cancelled



Guaranteed settlement (1)

‘ Settled : AA in EB buying 35 LU0140205948 for €2,000 from LCH.CN in EB

LCH.CN
35 LU
AA
€2,000
LCH.CN
35 LU
-35LU
+€2,000 AA
2,000 €2,000
-€2,000
+35LU
=35 LU

T+0 — T+1

Validation of MT 54X
received from LCH.CN
acting on behalf of CMF

! T+2

Intra- and end of day

Recycling —Jp
status reporting to | nstructions
CMF & LCH.CN No €¢—
(MT548, MT537, matched ?

MT94X

20.30
v

Processing of the instructions T+ 3

’

Instructions
positioned ?

No ——————— P Recycling —Ppp
End of
mandatory ~<@——— No €——

settlement ?

Intra- and end of day
status reporting to

Yes Instructions

CMF & LCH.CN
settled

(MT54X, MT536,
MT9

Instructions
cancelled by
LCH.CN

Reporting to CMF &
LCH.CN (MT548)




Guaranteed settlement (2)

‘Failed : DD in EB delivering 410 LU0061462528 for €28,000 to LCH.CN in EB

LCH.CN
€28,000
DD
400 LU
LCH.CN
€28,000
DD
400 LU

T+0 — T+1

Validation of MT 54X
received from LCH.CN
acting on behalf of CMF

L

Intra- and end of Recycling —pp»
day status reporting | yerna Instructions
to CMF & LCH.CN 4+—
44— N
(MT548, MT537, °

matched ?
MT94X

T+2

No ———p» Recycling

A

End of
mandatory
settlement ?

L

Yes

v

Processing of the instructions

’

Instructions
positioned ?

Yes

-->

Instructions

settled
«— No —

20.30

T+3

Instructions

Reporting to CMF &
LCH.CN (MT548)

cancelled by
LCH.CN

Intra- and end of day
status reporting to
CMF & LCH.CN

(MT54X, MT536,
MT9



Guaranteed settlement (3)

‘ Settled : BB in CBL buying 2 LU0061462528 for €50 from LCH.CN in EB

T+0 — T+1

20.30

Intra- and end of day
status reporting to
LCH.CN (MT54X,

MT536, MT950)

Validation of MT 54X
M /received from LCH.CN /
21U
28 ! T+2
€50 ,
Intra- and end of I_ Recycling —Jp
day status Instruction
reporting to 4—— No ¢— matched ?
LCH.CN (MT548,
MT537,
Process using the Processing of the instruction T+3
Bridge infrastructure
LCH.CN g
2 LU l
-2 LU _
No ———p» Recycling
+€50 @ * Instruction Yes Instruction
€50 End of positioned ? > settled
=€50 mandatory ~<@——— No €———
-€50 settlement ?
1
+2 LU v
Instruction Reporting to
=2 LU YS —--mmmm-mm- - > cancelled by LCH.CN (MT548)

LCH.CN




Guaranteed settlement (4)

‘ Failed : CC in CBL delivering 300 LU0140205948 for €22,000 to LCH.CN

EB CBL

T+0 — T+1

LCH.CN /Validation of MT 54X /
- received from LCH.CN
€22,000

CcC

290 LU Intra- and end of Recycling —Jp»
[

day status
reporting to 4—— No ¢—

Instruction
matched ?

LCH.CN (MT548,
MT537,

T+2

v

Processing of the instruction

Process using the
Bridge infrastructure

LCH.CN
€22,000

,

No ———p» Recycling
CcC

A
290 LU

Instruction Instruction

20.30

T+3

positioned ? settled
End of
mandatory <4—— No 4+—
settlement ?
Instruction Reporting to
Yes

cancelled by

LCH.CN (MT548)
LCH.CN

Intra- and end of day
status reporting to
LCH.CN (MT54X,

MT536, MT950)



Guaranteed process — Clearstream vie

W

Life Cycle of a successful Bridge Receipt of 2 RTL shares (LU0061462528)

Versus Payment of EUR 50

T+0, T+1

MT 541 Received from
LCH ClearnetSA acting
on behalf of CMF,
validated and applicable

20.30

TMF CBL-BB for the receiving account T 2
+ EUR 50 | !
Intra and end of Recycling
day status
reporting to CN, Instruction
CMF (MT548, (¢ NO matched ?
MT537, MT94 X
Yes
Transaction included in mandatory settlement
processing ifappropriate flag setting
liRecycling Y
MT537 Statgmentof Recycling until end of
Pend_lng Mandatory setiement Securities and cash
Transactionsto |q period. CN cancels pending [4—NO provision checks
CMF instructions on behalfof successful?
TMF CBL-BB CMF (CNS)
+ EUR 50 oo
-EUR 50 | + 2 RTL shares Intra and end of v

day reporting to
CN, CMF (MT54X,

A

Transaction Settled

< MT536, MT950




Guaranteed process — Clearstream view

Life Cycle of a short Bridge Delivery of 300 Mittal shares (LU0140205948)

Versus Payment of EUR 22000

TMF CBL-CC

TMF CBL-CC

T+0, T+1

Intra and end of

MT 543 Received from
LCH Clearnet SA acting
on behalfof CMF,
validated and applicable
for the receiving account

T+2

’/Recycling—b‘

MT537 Statement of
Pending
Transactionsto
CMF

day status
reporting to CN, Instruction
CMF (MT548, [ NO matched ?
MT537,MT94X
Yes

!

Transaction included in mandatory settlement
processing ifappropriate flag setting

,7 Recycling

T+3

Recycling until end of
Mandatory setiement

period. CN cancels pending
instructions on behalf of
CMF (CNS)

Securitiesand cash
provision checks
successful?

4—NO

Intra and end of
dayreporting to
CN, CMF (MT54X,

A

Yes

4

Transaction Settled

MT536, MT950




Cash management

* Money transfer instructions <> Securities settlement instructions

— Different input deadlines
— Payments to counter-parties in CBL independent of Bridge
infrastructure

« Guaranteed settlement eligible currencies

— AUD, HKD, JPY, NZD
VD-1 > « Deadline in S-1
= cash management anticipation required

Night Time
Processing
— CAD, CHF, DKK, EUR, GBP, HUF, NOK, PLN, SEK,
TRY, USD, ZAR
Day Time  Deadlinein S
S e = same-day cash management possible

Processing




Guaranteed trades
Example: Day 3 = 18/10/2007 = Settlement Date

CCP

CMF A Intraday trades 5011 Day 4 Trades = 18/10/07
ch\iIiF : N . Setg::nent . o Counterparty T™F Counterparty
B BIS Ein Qly mount 77 |irade Dato 9 rade Code (1) BIS Isin ay Amount Trade Date | Settlement Date TMF Code (2
CBL-CC B LU0140205948 40 800,00 17/10/07 § 22/10/07 ID13 CBL-CC B LU0140205948 40 -800,00 18/10/07 23/10/07 D13
=200 B COG0GIZ 69528 L2 06000 iy || 22y AT EB-DD B LU0061462528 42 -1000,00 18/10/07 23110007 | 1D 14
. .
Novation & Nettin
CMF A PR3 file = position results (sent approx. 23pm) 9
RSCOIU . . . . . .
type TMF Code Position Account Isin aty Amount | Trade Date| Settlement Date Trade ID « Fails are determined by difference with sent to settlement D-1, received confirmation of
settlement.
. .
10000 EB-DD PA-EB-DD || LU0061462528 2 -1000,00 19/10/07 Contlnuous Nettlng Settlement (CNS)
30000 EB-DD PA-EB-DD || LU0061462528 2 -1000,00 19/10/07
o0 o oo Toonmnas = 0000 oo « Fails are reinjected in SIF for settlement the next day (record type 20).
30000 CBL-CC PA-CBL-CC_ || LU0140205948 20 800,00 19/10/07 o
*Record 30 = 20 + 25 COE (no COE in this example)
10000 EB-DD PA-EB-DD || LU0061462528 32 1000,00 22/10/07 . . . .
* Record 60 =30 + 10, giving the new instruction sent for settlement the next day with
30000 EB-DD PA-EB-DD | LU0061462528 32 -1000,00 22/10/07 New LCH.Clearnet Ref.
10000 CBL-CC PA-CBL-CC || LU0140205948 30 800,00 22/10/07 LCH.C1 arnet
30000 cBL-cC PA-CBL-CC_|| LU0140205948 30 -800,00 22110107 ICSD
Ingoing Sw ift Mes sages = 18/10/2007 (can be received until approx. 15pm )
RECORD )
10000 EB-DD PA-EB-DD LU0061462528 0 0.00 FE CLEARNET REF [ MBMBER DA ID| MEMBER DA ID ISD ISIN CODE QTY CASH | CSDrecepient|| COMMENTS
20000 EB-DD PA-EB-DD__|| LU0061462528 2 -1000,00 | 18/10/07 2310/07 T 14
e
30000 EB-DD PA-EB-DD LU0061462528 42 -1000,00 18/10/07 AO/O7 |t/ [ 2007-07-17000001| LCH.Clearnet DA-EB-AA 20070718 | NLO000119593 -35 2000,00 L — ment Ok
[=T547_ [2007-07-17000008] LCH.Gearnet | DA-CBL-BB | 20070718 | LUD061462528 2 50,00 — ment Ok
10000 CBL-CC PA-CBL-CC || LU0140205948 0 0,00 o
20000 CBL-CC PA-CBL-CC_| LU0140205948 40 800,00 | 18/40/07 23/10/07 TD 13
30000 CBL-CC PA-CBL-CC LU0140205948 40 -800,00 /f8/f0/07 23’10/(?/ Outgoing Swift Messages, to cancelnot settled postings (sentapprox.15pm- 16 pm) corresponding to CMF A
R%‘;ED CLEARNET REF [ MEMBERDA ID| Gounterparty 1SD ISIN CODE QY | cASH | csDrecepient| CoMMENTS
CMF A SIF file w ith ISD = 19/10/2007 (s ent approx. 18pm)
RECORD MT543 For
Type | CLEARNETREF | MEMBERDA ID 1SD ISIN CODE Y CASH CSD REF COMNENTE (cancehation)| 2007-07-17000002] DA-EB-DD | LCHClearnet | 20070718 |1LU0061462528] 410 | 28000 |EuroQear-Bank| Cancelation
MT543 For
20| 2007-07-17000002] DA-EB-DD 20070718 [ LU0061462578] -410 | 28000,00/] 2007-07-17000002 (cancehtion)| 2007-07.17000004] pa-cBL-cc | Lcrciearnet | 20070718 | Luntaoz0s048] 300 | 22000 | cearstream | cancelaton
30 EB-D OTOTS  m=iAvioR Ao _— BOU0, 0
MT541 For
10 DA-EB-DD 20071019 [ LU0061462528 22 -1000,00 Settlement (cancehtion) [ 2007-07-17000002f LCH.Qearnet DA-EB-DD 20070718 | LU0061462528 410 -28 000 |EuroQlear-Bank| Cancelation
60 | 2007-07-18000005| DA-EB-DD 20071019 [LY0061462528| -388 | 27000,00
MT541 For
m— - . el . N O
20 | 2007-07-17000004| DA-CBL-CC | 200707 U0140205948] 300 P 22000,00 | 2007-07-17000004] _Fails D-1 (cancehition)) 2007-07-17000004] LCH.Qearnet | DA-CBL-CC | 20070718 |LUD140205048] 300 22 000 | EuroGiear-Bank] Cancelaton
P30 DA-CBL-CC 2007 LU01402059494” -300 N 22000,00
— \ Outgoing Swift Messages w ith ISD= 19/10/2007 (sent approx. 20pm) correspondingto CMF A
10 DA-CBL-CC | 20071019 [LU0140205048] 20 00,00 Settlement | RECORDTYPE] CLEARNETREF | MEMBER DA D] Counterparty 1SD ISINCODE Qv CASH__| CSDrecepent JCOMMENTS
60 (2007-07-18000006 [) DA-CBL-CC | 20071019 [ LU0140205! -280 1200,00
iS for the example,s pUrpOSe MT543 2007-07-18000005| DA-EB-DD L CH.Clearnet 20070719 LU0061462528 -388 27,00 EuroClear-Bank| Fails
MT543 2007-07-18000006| DA-CBL-CC |LCH.Clearnet 20070719 LU0140205948 -280 27000,00 Clearstream Fails
Cleaﬁng Member Fi rm MT541 | 2007-07-18000005| LCH Clearnet | DA-EB-DD 20070719 | LUO061462528] 388 -27000,00 | EuroClear-Bank| _Fails
MT541 2007-07-18000006| LCH.Clearnet | DA-CBL-CC 20070719 LU0140205948 280 -21200,00 | EuroClear-Bank| Fails




Buy-in process CCP

The aim of the buy-in is:

— To allow the CCP to perform its commitments vis-a-vis the buyers
« Through delivery of the securities
* Or through a cash indemnity

— To limit the “age” of the fails

A\

LCH.Clearnet has defined the buy in time line as such:
— Settlement Date + 8

LCH.Clearnet will initiate the buy in process for any positions that remains unsettled in:

— Settlement Date + 7 (at the end of business day)



Buy-in life cycle CCP

* BIF 10 record
Sent to defaulting sellers

4 A
— __

LCH.Clearnet recycles fails positions (CNS process)

* SIF records 40, 50 & 61
Regularization of buy-in

* BIF 20 record
A Sent to sellers & buyer
implied in the buy-in process
The buy in is based on the tracking of
the fails position remaining:

« After the pre-netting v
calculation The Buyer receives:

* And before the @ Securities against payment
aggregation Or a cash indemnity

1/The position is removed from the DA and will (if no security has been found)

be not included anymore in the CNS process

2/The seller can deliver the securities to the
o CCP account open in Euroclear Bank

BIF file

Record 10 = alert to the seller that the position is subject to Buy-in
Record 20 = notification to inform that the buy in will be triggered
SIF file

Record 40 = position created by the CCP
Record 50 = fails position cancelled by the CCP
Record 61 = final instruction linked to the buy-in regularization



Margin calls CCP

* The margin required on the cash market by the CCP to its Clearing member is supposed
to cover the losses that could occur following the liquidation of position of a defaulting
member.

« The aim of the margins is to cover two notions:

— Liquidation risk: to cover the variation of the open position value in case of unfavorable market
evolution

— Negotiation risk: to cover the negotiation risk resulting from the daily revaluation to the settlement

price of the open position. T

SSP

AS Transfer Initiation r _________________ ;>- Ancillary System Interface
LCH.Clearnet

s

AS Transfer Status

A

LCH.Cleamet

Report ’ . ‘
7.30 am CET v P t Modul
ayment Module
Cash payment 08h00 RTGS RTGS RTGS :3"" Y
Agreement 08h30 LCH.Cleamet Paying Agent A Paying Agent B
Cash payment 08h30
Settlement 200
100 | 200 200 100 "<
1
] )
' ] f
N Participant Interface
MT900 ¢ -—- >'

Information and Control
Module

* Paying Agent A is also CMF A, but he could have been Paying agent for CMF 1 M et
& 2 without been a CMF himself w



Contacts

Clearstream Bank Luxembourg

Patrick Georg +352 24 33 2542 patrick.georg@clearstream.com
Luc Franzen +352 24 33 63 68 luc.franzen@clearstream.com

Euroclear Bank

Christophe Diederen +32 2 32 6 17 51 [ he.diederen@euroclear.com

LCH.Clearnet S.A.

Catherine Mollard +33 170 37 66 57 catherine.mollard@Ichclearnet.com

Francois Marton +33 170 37 67 54 francois.marton@lchclearnet.com

Luxembourg Stock Exchange

Christophe Guillaume + 35247 79 36 212 cqgu@bourse.lu
Antoine Wagner +352 47 79 36 281 awa@bourse.lu




