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Key themes and trends

®» Heightened market volatility
» Shortening of settlement cycles / T+1

® Growth of emerging market and
developing economy currencies

®» CBDCs and stablecoins

Lisa Danino-Lewis Dirk Bullmann
Chief Growth Officer Managing Director, Public
Policy, Strategy and
Innovation, CEO Office
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Shortening of settlement cycles @

T+1: Insight into the scale of the challenge

CLS analysis — impact for the buy side

Pre-US and Canadian transition Post-US and Canadian transition

Post T+1 implementation, Some changes in behavior noted:
CLSSettlement ADV has trended higher:

» Higher submissions throughout the evening

2023: USD6.60 trilion (CET), including between 22:00-23:00 CET
» This could indicate potential changes
2024: USD7.25 trilion in behavior from funds in terms of
Jan — May 2024: USD6.98 trillion execution approach
Jun —August: USD7.60 trillion - Custodians supporting later cut-off times
CLS analysis of its transaction data showed more aligned to CLS 00:00 initial pay-in
that a value equivalent to approximately 2025: USD8.06 trilion YTD schedule (IPIS) deadline
1% of the CLSSettlement average daily
settlement value is executed on a T+1 Market participants have emphasized,
basis (not necessarily Securities related), in market forums, that there has been
comprising volumes where one side no material impact on either FX trading
is USD and a fund is party to the trade or settlement
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Shortening of settlement cycles @

T+1: EU and UK

Impact on settlement is expected to be negligible

* The EU and UK (and Switzerland) confirmed they

will move to T+1 securities settlementin October
2027

» CLS is part of the UK Accelerated Taskforce FX
working group and Co-Chair the EU FX workstream

* The impact on settlement from the EU and UK

moves is expected to be negligible. This is due to ADV executed by ADV executed by
the time zone alignment to CLSSettlement’s own funds on a T+1 funds on a T+1
Ayeline basis involving basis involving

« Some risk remains, albeit less material, due to early EUR GBP

cut-off times from smaller European custodians
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Shortening of settlement cycles

T+1: lessons from US and Canadian transition

Priorities for the EU and UK

Market observations

CLS observations

Priorities for EU and UK

* Changes in custodian cut-off times
from some major global custodians for
specific asset manager clients

» More trading of FX prior to Security
confirmation post-US and ahead of the
EU and UK transition to support
settlement risk mitigation

 Shift in execution style noted above
reduces the amount of TO settlement

* Increased focus and investment from
the buy side in post-trade automation,
with the aim of reducing operational
bottlenecks

 Earlier submissions into
CLSSettlement from the buy side
immediately post-US transition

* Increased adoption of
CLSTradeMonitor, a tool providing
asset managers with near real-time
monitoring of the status of the CLS-
eligible transactions post submission
to CLS across custodians and
executing brokers to enhance
exception management efficiency

 Additional interest in CLSNet as a tool
for managing TO transactions and
supporting adherence to the FX Global
Code

Preparation is key — market
participants should:

Begin planning early
Automate internal processes where
possible

Align FX funding and settlement by
understanding custodian cut-off times

Identify and mitigate operational risks

Anticipate stress points (e.qg.
unexpected liquidity events)

Embed the FX Global Code and apply
the risk waterfall approach to
mitigating settlement risk
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Shortening of settlement cycles @

Intensifying same-day settlement discussions neglect liguidity

Discussions around same-day (and instant) ...but the practical considerations of enabling same-day
settlement are intensifying... settlement such as liquidity impact are often neglected

Increasing same-day neting
activity within our netting 2 I Pontimal
. . ) How man
calculation service CLSNet e e S
e per day? day are
c operationally
% feasible?
Z \\\ [ ]
Increasing number of CBDC should the )
- - % iti How do
experiments built on the s ke J additiona
L] - \\ I
premise of instant settlement e K
liquidity ?

Global shift towards shorter Daily settlementfrequency
-—————— ——————————_——— -»>
Settlement CyCIeS after the move CLSSettlement More settlementcycles per day
1 ingle settlement cycle each acilitates more same-day or even
to T+l N the US dSaygat 7Atl\t/l CETt ’ e instant s)e/ttlement

CLSSettlementachievesliquidity optimization by multilaterally netting gross payments down by 96%, and

with additional liquidity saving mechanisms, the total funding is reduced by 99% on average. Public Information 6



Shortening of settlement cycles

A maximum of 3x cycles after 07:00 CET is optimal

CLS/FNA report Operating 2x additional cycles
before 07:00 CET
Our joint study with

Operating 2x additional cycles
after 07:00 CET

FNA focuses on the
implications of
introducing additional
daily settlement cycles
to CLSSettlement*

No evidence of demand or benefits from
introducing cycles before 07:00 CET

+USD48 billion required to settle daily FX
obligations. This could be further reduced to
USD16 billion after applying CLS liquidity savings
mechanisms

No evidence of liquidity impact provided market
behaviors remain unchanged

+USD500 billion same-day FX market eligible
for CLSSettlement PvP protection

+USD240 billion in liquidity savings from
multilateral™ netting efficiency gains

Additional operational benefits (greater flexibility,
Increased trading capacity)

* cls-group.com/media/lnocyvna/cls_fna_report_reimagining_-sameday_fx_mar2025.pdf

**Netting services can be of a multilateral or bilateral nature. CLSSettlement combines FX settlement risk mitigation with multilateral netting, which is achieved by aggregating payment instructions to calculate each participant's net position across

all counterparties and currencies. This results in a single net payment obligation or net receivable per currency for each participant.
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Growth of emerging market and developing economy currencies

Highlights from 2025 BIS Triennial Survey

* FX market continues to be the world’s
largest financial market. FX average daily
turnover stood at USD9.6 trillion in April
2025 (28% increase compared to 2022)

 Share of EMDE currencies continues
to grow, CNH has doubled since 2019
to reach 8.5%

 CNH is fifth most traded currency
and is now closing the gap with GBP

Global FX market turn over by top eight currencies
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Source: Bank for International Settlements Triennial Central Bank Survey of foreign exchange and over-the-
counter (OTC) derivatives markets in 2025 (BIS Survey 2025). Sum of shares in individual currencies totals
200% as two currencies are involved in each transaction.
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Growth of emerging market and developing economy currencies @

s the level of settlement risk still unsettling?

« 2019 BIS Triennial Survey — first Measuring FX payment obligations 1998-2025

dedicated FX settlement risk segment
35 Key

» Refinements in the methodology* for g T ress
measuring FX settlement risk have been : (USB tritions
made — meaning the last three surveys g . tmiioted
are highly, but not perfectly, comparable HE s itions

< 5

2025 preliminary estimates suggest o oo i sore sz oo

that 10-15% remains subject to Year

settlement risk**

Source: CLS white paper “FX settlement risk, you can’t fix what you can’t measure”, forthcoming

(BIS full report detailing the settlement findings
expected in December)

* In 2022, the methodology was further refined to allow for more granular data collection. Starting in 2025, the categorization of FX settlement arrangements now more stringently follows a waterfall approach
— from PvP, the de facto market standard for FX settlement risk mitigation, down to gross settlement, which may involve fully unmitigated FX settlement risk.
**Lintern, P. (2024) Once more unto the breach, speech given at FX Markets Europe conference.
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Speculation or solution @

CBDCs and Stablecoins

Can CBDCs and stablecoins play arole in the wholesale FX world?

CBDCs Stablecoins
What first gained traction in 2017 with wholesale Fiat-backed stablecoin use cases primarily serve retail
CBDCs over time shifted towards retail CBDCs and remittance businesses (e.g. stablecoin sandwich)
More recently, the pendulum has swung back In wholesale FX, there are several challenges to

toward the wholesale segment ISR E G

» Size of global FX market (USD?9.6 trillion exchanged
Exploring PvP (together with DvP) use cases every day) compared to stablecoin market capitalization
(around USD300 billion)

Large-scale reliance on wholesale CBDCs in - Insufficient diversity to meaningfully support

the FX space is uncertain, given of diverging broader FX market (as 99% of stablecoins are US
national approaches dollar-pegged)

» Lack of solutions offering netting or other liquidity
optimization features

* Fragmentation challenges around regulatory
approaches and operational / interoperability frameworks
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Created by the market for the market, our unrivaled global
settlement infrastructure reduces systemic risk and

provides standardization for participants in many of
the world’s most actively-traded currencies.

SETTLEMENT  PROCESSING DATA

To subscribe to our data or for London New York
more information please email Hong Kong New Jersey
enguiries@cls-group.com Tokyo

info@cls-group.com
cls-group.com
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