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T-+1solution for ETks

Minimize business impact

Managing exchange-traded funds (ETFs)

in a T+1 environment requires a controlled,
automated solution built to accommodate the
nuances of your ETF investments. Enhance
your portfolio with our solution that supports
the entire ETF life cycle, from point-of-order
via State Street Fund Connect®, to basket
processing and primary market settlement
through our ETF global platform.

ETFs are unique with shares offered in the
primary market only by authorized participants
(APs) in blocks of 10,000 to 100,000 shares

at net asset value (NAV). It is offered in the
secondary market by institutional and retail
investors in share increments at the prevailing
market price.

This unique operating model creates
settlement misalignments within the
ETF life cycle which lead to financing
between the AP and the market makers.
This has two consequences:

» Additional costs to support ETF liquidity/
inventory management

e The balance sheet used on the financing
would rather be used for higher margin
loan products from the AP
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Supports extended or
reduced settlement
cycles in addition to T+1

£

Enhancement to
support earlier
deposit of ETF shares
for further delivery

to the APs

Collateral
enhancements
to source prior
day net (NAV) for
any shortened
settled orders

Continuous net
settlement (CNS)
changes to support
T+1and T+0



For maintaining the same liquid and efficient
markets, a shortened settlement cycle

(T+0) for the ETF primary market becomes
imperative. Our offering also includes T+0

as an option, accelerated by supporting
technology across any ETF type. In addition
to our proprietary platforms, we collaborate
with third parties such as National Securities
Clearing Corporation to provide a full offering.

Key features:

Enhance your business growth with our T+1
solution for ETFs, backed up by proprietary
platforms and specialized teams.

Fund Connect

e Pre-market order window to accommodate
shortened settlement times

o Displays breakout of ETF share settlement
from underlying basket settlement

e Supports extended or reduced settlement
cycles in addition to T+1

InvestTA/Depository Trust and
Clearing Corporation team

» Enhancement to support earlier deposit of
ETF shares for further delivery to the APs

ETF Global Platform

e Collateral enhancements to source
prior day net (NAV) for any shortened
settled orders

e Continuous net settlement (CNS)
changes to support T+1 and T+0

e Collateral enhancements allow for
same-day returns as well as calculation
changes to reduce the collateral required
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Key benefits:

e Sources inventory in the primary
market on a T+0 basis, both inside
CNS (US equity ETF) and outside
CNS (global equity and fixed income)

¢ Reduces collateral outlay to support
reduced financing charges associated
with trading ETFs of State Street ETF
clients vs. competing custodians that do
not support same day collateral returns

« Mitigates the increased collateral
demands associated with T+1 settlement
by implementing streamlined processes,
enabling multiple daily calculations and
efficient return of collateral overages

e Allows industry participants to efficiently
manage inventory and their businesses

* Enables clients to manage ETFs with little
to zero cash on hand, reducing/removing
cash drag on performance

For maintaining the same
liquid and efhicient markets,
a shortened settlement cycle
(T-+0) for the ETF primary
market becomes imperative.
Our offering also includes
T+0 as an option, accelerated
by supporting technology
across any ETF type.



To learn more about ETF Servicing in a
T+1 environment, contact us at:
jsardinha@statestreet.com
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The material presented herein is for informational purposes
only. The views expressed herein are subject to change based
on market and other conditions and factors. The opinions
expressed herein reflect general perspectives and information
and are not tailored to specific requirements, circumstances
and/or investment philosophies. The information presented
herein does not take into account any particular investment
objectives, strategies, tax status or investment horizon. It does
not constitute investment research or investment, legal, or tax
advice and it should not be relied on as such. It should not be
considered an offer or solicitation to buy or sell any product,
service, investment, security or financial instrument or to pursue
any trading or investment strategy. It does not constitute any
binding contractual arrangement or commitment of any kind.
State Streetis not, by virtue of providing the material presented
herein or otherwise, undertaking to manage money or act as
your fiduciary.

You acknowledge and agree that the material presented
herein is not intended to and does not, and shall not, serve
as the primary basis for any investment decisions. You should
evaluate and assess this material independently in light of
those circumstances. We encourage you to consult your tax or
financial advisor.

All material, including information from or attributed to
State Street, has been obtained from sources believed to be
reliable, butitsaccuracyisnotguaranteed and State Streetdoes
not assume any responsibility for its accuracy, efficacy or use.
Any information provided herein and obtained by State Street
fromthird parties hasnot beenreviewed foraccuracy. Inaddition,
forecasts, projections, or other forward-looking statements
or information, whether by State Street or third parties, are
not guarantees of future results or future performance, are
inherently uncertain, are based on assumptions that, at the
time, are difficult to predict, and involve a number of risks and
uncertainties. Actual outcomes and results may differ materially
from what is expressed herein. The information presented

herein may or may not produce results beneficial to you.
State Street does not undertake and is under no obligation
to update or keep current the information or opinions contained
in this communication.

To the fullest extent permitted by law, thisinformationis provided
“as-is” at your sole risk and neither State Street nor any of
its affiliates or third party providers makes any guarantee,
representation, or warranty of any kind regarding such
information, including, without limitation, any representation
that any investment, security or other property is suitable for
you or for others or that any materials presented herein will
achieve the results intended. State Street and its affiliates
and third party providers disclaim any warranty and all liability,
whether arising in contract, tort or otherwise, for any losses,
liabilities, damages, expenses or costs, either direct, indirect,
consequential, special or punitive, arising from or in connection
with your access to and/or use of the information herein. Neither
State Street nor any of its affiliates or third party providers shall
have any liability, monetary or otherwise, to you or any other
person or entity in the event the information presented herein
produces incorrect, invalid or detrimental results.

To learn how State Street looks after your personal data, visit:
https://www.statestreet.com/utility/privacy-notice.html.
Our Privacy Statement provides important information about
how we manage personal information.

No permission is granted to reprint, sell, copy, distribute, or
modify any material herein, in any form or by any means without
the prior written consent of State Street.

©2024 State Street Corporation and/or its applicable third
party licensor. All rights reserved.
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