
A victory in a battle can obscure the problem also 

In looking for exemption for collateral, we are forgetting the derivatives 

reporting requirement… 

 

Are we failing to see the wood of reporting requirements for the trees of 

the collateral requirement? Some treasurers, perhaps somewhat naïvely, 

think that they will neither be required to provide collateral nor to report on 

it. However, it looks as if they are refusing to face facts. Even if they are 

exempt, which is by no means certain, they still need to report all traded 

OTC derivatives to ESMA.  

 

Spotlight on the collateral requirement 

Those treasurers who are best-informed about the future OTC (Over-The-Counter) derivatives 

regulations have focused so narrowly on exemption from the requirement to post collateral that 

they have almost overlooked the reporting requirements that come into effect on 1 January 

2013. From the beginning of next year no less, all derivatives must be reported to ESMA 

through what are called "Trade Repositories" (TR), which are a sort of virtual repository/register 

of the deals done. We need to realise that treasurers will have twenty-four hours to report deals. 

As a result, without automation, we are looking at a lot of hard work for treasury staff. It would 

also seem that meeting the mandatory deadlines will require flawless organisation. This will be 

no easy job. By becoming obsessed with the most important item in the proposed derivatives 

reform – the requirement to post collateral as security for the counterparty – we have lost sight 

of the reporting burdens for which there will be no exceptions or exemptions. It is therefore 

none too soon to start addressing the matter and to consider how to formulate and automate 

reporting on derivative products. 

Treasurers: shipshape or “I see no ships”? 

As so often happens, many treasurers who fail to make preparations now will find themselves 

caught out when the storm hits. It's better to be busy as a bee, preparing to report on the OTC 

derivative products that you process. To make your life easier, there would seem to be no 

alternative to automation. The volumes processed are often such that the question of 

automation or no automation does not even arise. It is hard to see multinationals entering up 

their transactions in duplicate by hand. The risk of mistakes would be far too high. Moreover, at 

this stage it is planned in the new regulations that the contracts being traded will have to be 

confirmed "electronically". So this in any case leaves no room for manual or semi-automated 

solutions. 

For reporting, there will be no minimum threshold, either in the USA with Dodd-Frank, or in 

Europe with EMIR. Some even have no idea that the EU is imposing requirements on us to 

report the contracts we deal in. However, there is something more that not all treasurers know… 



We also need to consider reporting all deals in existence and processed before 31 December 

2012. Deal history must also be reported from the outset. It is not enough to report post-

December 2012 deals.  

Report format 

The question of the format of the report to be submitted and the electronic data format (for 

example XML, MT300, etc.) is still open. The European authorities are still in discussions with 

the trade repositories to come up with the best way of working. 

 This playing for time on technical matters may give us a little breathing space, but it will 

certainly not make this requirement go away. ESMA is therefore expected to define the 

format(s) to be adopted for reporting. Our bet is that this will not take all that long. Discussions 

are proceeding apace, and we may expect the various suppliers to react fast. 

That, however, brings us to the issue of the source of the data. Where are treasurers going to 

extract this information from? On the face of it, it would seem to make sense to extract it from 

the TMS (Treasury Management System), especially as this contains all the deals processed. 

Sometimes, some TMS systems do not allow you to input all transactions, especially if they are 

complex or structured. There may also be several sources. Furthermore, the same 

considerations may be applied for trading platforms which are often dedicated to one product 

class, or on which treasurers do not systematically do 100% of their deals. Comprehensiveness 

is therefore the key to this problem. It is a very strong bet that we will have to use several data 

sources. Another idea would be to use a trade confirmation matching system (for example 

Misys CMS or SWIFT MT300 controls in the Treasury Management System).  We must expect 

that suppliers of ERP and TMS systems, financial product and trading platforms (for example 

EUREX, CALYPSO and others), confirmation control applications, central counterparty clearers 

(CCPs) and even SWIFT will speak to the future data repositories, such as CLEARSTREAM with 

its REGIS-TR solution developed in conjunction with IBERCLEAR. This important and complex 

technical aspect seems to have escaped most corporate treasurers who cannot see the 

reporting wood for the collateral trees. 

The multiplicity of possible sources and parties involved seriously complicates the question of 

what reports to provide. This aspect needs to be taken into account, and perhaps our strategies 

and partners should be adapted to fit the new obligations.  

Using an independent intermediary or a trade repository directly? 

The best-informed treasurers think that they can rely on their foreign exchange platforms to 

report their deals. But what about deals done off platform? What about interest rate, equity, 

credit or commodities deals? Some treasurers naïvely think that their treasury management 

system suppliers will soon offer a solution. Have you heard anyone talking about this 

functionality? You certainly haven't, because no treasury management system supplier has yet 

addressed the reporting problem. The platform providers have not yet worked on reporting 

solutions to offer to their customers. 

The interaction of the trade repository with the CCPs and other parties involved will be crucial. 

The trade repositories will also offer other services, for example REGIS-TR in Europe, such as 

confirmation matching, data consolidation and reconciliation, communication with the 

appropriate authorities, and the formatting and authentication required by the EU. There are or 



will be various TR solutions or Swap Data Repositories, particularly including: DTCC and ICAP in 

the USA and TriOptima. However, at this stage it is not easy to predict which solution will be 

suitable or the best for a European company. However, at least REGIS-TR will be up and 

running, providing a European solution and offering interfaces with other systems. We may 

hope that other solutions will emerge soon. 

 

 

Reporting challenge 

So it's not just simply one extra report to be submitted. We are faced with a real challenge, even 

though exemption is almost a certainty. In practice, of course, this exemption appears to be 

complex and ESMA’s suggestions are not very plausible at this stage of the debate. It is  now 

possible that  CRD IV will  allow it to free bankers from giving a different weighting to OTC 

transactions that are with or without collateral, or that use or do not use clearing houses (CCPs).  

It seems to be the outcome of the Danish Presidency Compromise text published by EU. Let’s 

be optimistic… while remaining prudent. Being realistic and pragmatic, we must face facts: we 

shall have to post collateral to cut the cost of our OTC deals or review our hedging strategies, 

and we shall have to report all derivative product deals within twenty-four hours of the deal 

being done. The technology will be there to help us, but for those pioneers who are trying to 

make preparations, the task is not as easy as it seems – so many of the various parties 

involved do not seem to be much bothered by or interested in these problems, which are 

nevertheless inevitable.  So don't put it off until tomorrow, and leave other people to decide for 

you how it should work. Start looking now for a means of being ready to issue the reports that 

ESMA requires. Happy hunting! 
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