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In May 2024, North American (NA)
markets shortened their settlement cycle
from T+2 to T+1 for equities, bonds,
ETFs, certain mutual funds, and limited
partnerships that trade on an exchange.
This SEC-driven reform aimed to reduce
systematic risk by shortening counterpar-
ty exposure.

The transition impacted approxima-

tely 7,000 securities within NA equity
markets, processing USD 550-600 billion
daily. By comparison, European equity
markets handle EUR 300-400 billion daily,
across a far more fragmented landscape.

The result of this reform has seen North
America steal a march over Europe, as
the gap between the competitiveness
and attractiveness of these markets has
widened.

To address this, the European Securities
and Market Authority (ESMA) published
its T+1 report on the reduction of the se-
curities settlement cycle in the European
Union, in alignment with the UK and
Switzerland. This would ensure a more
integrated and efficient financial market,
avoiding fragmentation between member
states. The new rule is expected to enter
into force on 11 October 2027, allowing
for a smooth transition and adequate
preparation of market participants.

CHALLENGES & LESSONS FOR EUROPE
AND SWITZERLAND

Europe has a more complex landscape
than NA for post-trade services, with
more than 30 Central Securities Deposi-
tories (CSDs), 41 trading venues, multiple

currencies and time zones. As a result,
the introduction of T+1 will be more
complex to coordinate.

In addition, the current definition of the
regulatory framework makes it hard to
assess the overall impact of the changes
with negotiations ongoing within the Eu-
ropean Union to finalise the agreement.

"For Europe and Switzerland,
the stakes are higher due to
market fragmentation and
cross-border complexity."

However, the North American transition
shows that a reduction in execution
times, throughout the supply chain, has
operational impacts on matching trades,
reconciliation and settlement activities,
corporate actions and events manage-
ment. In shrinking the resolution win-
dow, there is no more one-day buffer to
correct trading errors or mismatches in
confirmations.

With T+1, each fail is more costly, and

the time to detect it is cut in half. The
transition may lead to a higher risk of
settlement failure and financial penalties.
In Europe, which has a 2-3% rate of sett-
lement fails (30-40 billion EUR at risk), the
transition to T+1 will amplify both risks
and penalties under the Central Securities
Depositaries Regulation (CSDR). Impact
on liquidity management may also occur
due to a tight timeline when operational
issues occur.

KEY ADVANTAGES FOR CLIENTS

The NA experience shows that speed
brings both resilience and pressure. For
Europe and Switzerland, the stakes are
higher due to market fragmentation

and cross-border complexity. However,
the transition to T+1 should not be seen
merely as a compliance burden, but as an
opportunity to deliver real value to private
banking clients.

Indeed, the shift to T+1 brings several
tangible benefits. It ensures faster access
to liquidity, as proceeds from securities
sales become available a day earlier.

This allows clients to reinvest more swiftly
in opportunities such as IPOs, private
placements, or bond issues, enhancing
their ability to act in volatile markets. At
the same time, a reduction in settlement
times can increase portfolio agility with
less capital tied up in pending transac-
tions, allowing clients to mobilise their
wealth more flexibly across asset classes
and currencies.

The shorter cycle also reduces counter-
party and operational risk, providing
clients with stronger assurance that their
assets are safeguarded throughout the
transaction process. At the same time,
the push for automation and Straight-
Through Processing (STP) will gradually
reduce the indirect costs of transactions,
a gain that will ultimately benefit clients
as banks streamline their operations.
Finally, by aligning with NA and adopting
global best practices, Swiss banks can
demonstrate that their clients are served
under the most advanced international
standards, reinforcing Switzerland’s po-
sition as the trusted hub for cross-border
wealth.

For Swiss private banks, managing over
USD 2.5 trillion in cross-border assets,
even a 0.1% improvement in settlement
efficiency translates into billions unlocked
for reinvestment. This convergence of
tighter settlement deadlines with broader
regulatory reforms positions operational
excellence as a strategic enabler.
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IMPORTANT INFORMATION - This content is being provided
by REYL & Cie Ltd or/and its affiliates (hereinafter referred to
as "REYL") solely for information purposes and is not intended
to be a solicitation or offer, recommendation or advice to buy
or sell interests in any financial instrument mentioned in it,
to effect any transaction, or to conclude any transaction of
any kind whatsoever, in particular to any recipient who is not
a qualified, accredited, eligible professional or institutional
investor. It is intended for the sole use of the recipient and may
not be forwarded, printed, downloaded, used or reproduced for
any other purpose. It is not intended for distribution/offering
to, or use by, natural or legal persons that are nationals of
a country or subject to a jurisdiction of which the laws or
regulations would prohibit such distribution/offering or use.
Whilst REYL shall use reasonable efforts to obtain information
from sources which it believes to be reliable, REYL, its directors,
officers, employees, agents or shareholders assume no liability
regarding this content and give no warranty as to the accuracy,
completeness or reliability of any mentioned data and thus
assume no liability for losses arising from the use of this content.
The information, opinions and assessments contained in the
present document shall apply at the time of publication and
may be revoked or changed without prior notice. This content is
intended only for recipients who understand and are capable of
assuming all risks involved. Before entering into any transaction,
recipients should determine if the relevant financial instrument
mentioned in the content suits particular circumstances and
should ensure that they independently assess (together with
their professional advisers) the specific risks, the legal, tax,
accounting consequences and eligibility requirements of any
purchase, holding or sale of financial instruments mentioned
in the content. REYL, its directors, officers, employees, agents
or shareholders may from time to time have interests and/
or underwriting commitments in the financial instruments
described herein. REYL makes no representation as to the
suitability of the mentioned information, opinions or securities
and financial instruments. Historical data on the performance
of the financial instruments or on the underlying assets are no
indication for future performance. The present content has been
compiled by a department of REYL which is not an organisa-
tional unit responsible for financial research.REYL is subject
to distinct regulatory requirements and certain services and/
or financial instruments may not be available in all jurisdictions
or to all recipient types. Recipients are therefore responsible
to comply with all applicable laws and regulations. There is
no intention to offer services and/or financial instruments in
countries or jurisdictions where such offer would be unlawful
under the relevant laws and regulations.
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