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On 11 October 2027, the European Union’s capital markets will transition to
the T+1 securities settlement cycle. Dorsum is ready to support its partners
in a smooth transition.
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What will
change?
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The T+l securities The key objectives are to reduce

(. | c operational risks, further strengthen
settlement CyC|e will harmonization across European

w | Union markets, and align European

come into effect on the market with global markets that have

already switched to the T+ settlement

ca p|t0| markets of the cycle (USA, Canada, Asian markets),
c thereby improving competitiveness.
European Union on 11 Shortening the securities settlement
cycle significantly reduces the window
October 2027. available for post-trading processes,

which requires increased automation
of these processes.

= 1 With the introduction of the T+1
settlement cycle, securities admitted
to trading will be settled within one
business day, compared to the current
two-business-day cycle.
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Why is this
|important?

Systems and processes

To execute settlements within a shorter period
of time, it is necessary to review, revise and
automate back-office systems and processes.

Regulatory compliance

Compliance with the T+ settlement cycle
will be mandatory for all capital market
participants. To ensure a smooth transition,
the aim is to allow sufficient time available
for comprehensive market testing, which is
planned to take place from the beginning of
2027.

Development resources

To implement the upcoming changes, forward
planning of development activities and related
costs may be beneficial starting from 2026.
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Regulatory background
| and implementation status

The EU Level 2 and Level 3 legislation required for
implementation is expected to be issued by the

end of Q2 2026.

Based on its publication on 12 February 2025, the
European Commission (EC) submitted a proposal
to amend the legislation on transferable securities
to shorten the settlement period for transactions
executed on trading venues in the European Union
to T+1, and then published its recommendations
for the transition in the form of a High-level
Roadmap on 30 June 2025.

The Level 2 and Level 3 EU legislative measures
required for implementation and also the
necessary procedures and test scenarios are
expected to be issued are expected in the second
half of 2025 and the first half of 2026.

Therefore, to ensure improved operational
efficiency, technological readiness and regulatory
compliance for a successful transition in October
2027, the EC expects implementation tasks to

be completed by the end of 2026, with sufficient
testing time planned from the beginning of 2027 to
facilitate a successful transition. KELER and KELER
CCP have not yet published their position, the
operational model changes affecting Hungarian
market participants, or the high-level concept

of the preparation plans and requirements
necessary for its implementation.

KELER and KELER KSZF have not yet published their
position on the modifications affecting domestic
players.

Until 2025 2025 2026 2027 2027
June 30 Q3 December January October 11
High level Start of Planned conclusion of Planned start Goliveona
roadmap implementation the implementation of market tests European level

publication processes: regulations
until the end of 2025

and H1 of 2026

phase

KELER and KELER KSZF have not yet published their

position affecting domestic players.
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What changes are expected

| In terms of processes?

The transition to T+l requires
relevant changes to operational
processes and increased
automation in post-trading
processes to achieve real-time
or near real-time processing
capabilities. The focus areas and
key challenges are as follows:



Confirmations [ allocations

Confirmation and allocation of executed transactions should take
place on T Day, using standardized, automated processes. SSis are
planned to maintain in central electronic databases, standardizing
instruction data and supplementing it with place of settlement (PSET)
and actual place of safekeeping (SAFE) data to improve position
management.

Clearing

Central clearing houses (CCPs) are expected to review their end-
of-day netting processes so that clearing member reports can be
issued on T Day. Clearing members need to review their reconciliation
tasks

Settlement

The process of sending instructions to the clearing house needs

to be automated so that the matching process can start as early

as possible, reducing the risk of non-performance. To this end, the
standardization of DVP and FOP settlement deadlines at European
level is also planned. Clearing houses and intermediary institutions
should support partial settlement functionality, hold-release
mechanisms and immediate notification of unmatched transactions

Corporate events

The transition also affects the key dates of events. The record date
will precede the payment date by one day, therefore the verification
of entitlement verification shall be completed on time, as this may
impact the payment schedule. The deadlines for optional events will
be also shortened, which underlines the importance of enhancing
process automation.

FX

Currency conversions related to securities transactions must
be aligned with the shortened settlement cycle, and liquidity
management will receive greater focus.

SFTs

The time pressure of securities lending transactions and shortening of
REPO settlement may pose a challenge in liquidity management.

Asset Management

The transition to the T+1 timeline also affects fund managers:
increasing settlement cycle mismatches may result in limit breaches,
higher financing costs, and may require the harmonization of deposit
and borrowing rules, as well as a review of the settlement cycles of
investment units
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What can
|_clients do now?

Clients are encouraged to begin planning for the
upcoming changes, review the processes that may
be affected by the shortened settlement cycle and
initiate resource and budget planning for 2026 to
keep up with the regulatory changes.
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How is Dorsum

| preparing for the changes?

The Dorsum Product Management team
continuously and regularly monitors, analyses and
evaluates publications, official announcements
and guidelines published by regulatory authorities,
as well as changes in the legal environment.

!g,:?\\

assess and plan the
necessary system
developments
and integrations in
cooperation with our
clients,

schedule the necessary
developments,

In addition, we place great emphasis on
monitoring the operations, development directions
and strategies of the clearing houses and central
clearing parties used by our clients, regarding

the market and process development projects
initiated by KELER and the related schedules, to

implement the new
functionalities in the
ClavisNXT system that

will be necessary to
ensure that settlement
transactions and related
business processes can
be executed on time and
efficiently under the new
settlement schedule.

If you have any questions feel free to

contact our experts at Dorsum!
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Thank you

for your attention

Contact

+36 1487 3030 | info@dorsum.hu
www.dorsum.eu




