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T+2 Settlement is coming on
September 5, 2017
Background
Many countries already operate under a shortened settlement cycle, or are moving to it.
For example, most European markets successfully transitioned to a T+2 settlement cycle
in 2014. Australia and New Zealand moved to T+2 for their equity markets in March
2016.
The North American securities markets will shorten the maximum settlement cycle from
three business days after the trade date (T+3) to two business days after the trade date
(T+2) for trades in securities such as equities, corporate and long-term government
bonds, and conventional mutual funds 1, including ETF’s and most investment funds that
are traded on a marketplace.
This move will happen on September 5, 2017.

1

A conventional mutual fund is a mutual fund in continuous distribution where investors can redeem their
investment more than once per year for a proportionate interest of the fund’s net assets. Many pool funds
distributed on a private placement basis meet the definition of a conventional mutual fund and as a result will
be moving to T+2. Investors should refer to the applicable fund offering document for detailed settlement
requirements.

What Clients Need to Know
Parties impacted by the move to T+2:



Investment managers and other issuers of securities subject
to T+2



Custodians



Broker/dealers



Clients invested in securities subject to T+2

The T+3 settlement cycle has been in place since 1995.
Investment managers and custodians will need to
enhance/modify/replace systems and procedures in order to be
ready for a shortened settlement cycle. If market participants are
not prepared, the misalignment of settlement cycles may create
funding shortfalls and overdraft charges, which could be borne
by investors.

For a comprehensive list of investment vehicles affected by the
change to T+2, visit the Canadian Capital Markets Association
publication link below:

Go live on September 5, 2017:



Trades executed on September 1, 2017 (end of T+3 cycle)
will settle on September 7, 2017

CCMA T+2 Asset List Request for Comments (April 2016)



Trades executed on September 5, 2017 (start of T+2 cycle)
will settle on September 7, 2017

Key Issues
1.

Pooled fund subscription and
redemption notice periods
Investment managers and custodians
will be changing the required notice
period for subscriptions and
redemptions for those investment
products impacted by the move to
T+2. Investors will need to update
their internal procedures to reflect
these changes. Investors are also
encouraged to confirm settlement
provisions in the applicable fund’s
prospectus or offering memorandum
which will be updated if it is subject
to T+2.

2.

Investment manager readiness to
settle on T+2
If an investment manager is not
ready to settle on T+2, a trade could
fail creating a funding shortfall and
overdraft expenses could be borne
by the investor.
Aon’s Global Operational Due
Diligence Team will be sending out a
survey in July to all investment
managers with Aon Buy-rated
strategies asking their preparedness
for T+2. The responses received will
be evaluated as part of our
Operational Due Diligence rating
criteria.

3.

Custodian readiness to settle on T+2
Custodians are part of the trade
settlement process and will be
revising their trade notification
deadlines to allow for sufficient time
to solve potential issues and avoid
failed trades under a T+2 settlement
cycle standard.
We have reached out to the major
custodians, State Street, Northern
Trust, CIBC Mellon, and RBC, and
they confirmed that they are ready
for T+2 settlement.

Recommendation
We recommend that clients reach out to their relationship managers at both their custodian and investment manager(s) to confirm:



readiness for T+2



changes in subscription and redemption notice periods



changes in other processing timelines
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Contact Information
Should you wish additional information on this topic, please contact your local Aon Hewitt Consultant, or send an email
to info@aonhewitt.com.
Aon Hewitt publishes Information Bulletin for the purposes of providing general information. The information in Information Bulletin
does not constitute financial, legal, or any specific advice and should not be used as a basis for formulating business decisions.
For information tailored to your organization’s specific needs, please contact your consultant at Aon Hewitt. This issue of Information
Bulletin contains information that is proprietary to Aon Hewitt and may not be distributed, reproduced, copied or amended without
Aon Hewitt’s prior written consent.

This document has been produced by Aon Hewitt’s Global Investment Management (GIM) Research Team, a division of Aon plc and is appropriate solely for
institutional investors. Nothing in this document should be treated as an authoritative statement of the law on any particular aspect or in any specific case. It
should not be taken as financial advice and action should not be taken as a result of this document alone. Consultants will be pleased to answer questions on its
contents but cannot give individual financial advice. Individuals are recommended to seek independent financial advice in respect of their own personal
circumstances. The information contained herein is given as of the date hereof and does not purport to give information as of any other date. The delivery at any
time shall not, under any circumstances, create any implication that there has been a change in the information set forth herein since the date hereof or any
obligation to update or provide amendments hereto. The information contained herein is derived from proprietary and non-proprietary sources deemed by Aon
Hewitt to be reliable and are not necessarily all inclusive. Aon Hewitt does not guarantee the accuracy or completeness of this information and cannot be held
accountable for inaccurate data provided by third parties. Reliance upon information in this material is at the sole discretion of the reader.
When distributed in the U.K., Aon Hewitt Limited is authorised and regulated by the Financial Conduct Authority. Registered in England & Wales No. 4396810
and a wholly owned, indirect subsidiary of Aon plc. When distributed in the US, Aon Hewitt Investment Consulting, Inc. (“AHIC”) is a registered investment
adviser with the Securities and Exchange Commission (“SEC”). AHIC is a wholly owned, indirect subsidiary of Aon plc. In Canada, Aon Hewitt Investment
Management (“AHIM”) is registered as a portfolio manager, investment fund manager and exempt market dealer across various Canadian jurisdictions. AHIM is a
wholly owned subsidiary of Aon Hewitt Inc. and both are indirect subsidiaries of Aon plc.
Aon plc is a public company trading on the NYSE under the symbol “AON”. Contact your local Aon representative for contact information relevant to your local
country if not included below.
Aon plc/Aon Hewitt Limited
Registered office
The Aon Centre
The Leadenhall Building
122 Leadenhall Street
London
EC3V 4AN
United Kingdom

Aon Hewitt Investment Consulting, Inc.
200 E. Randolph Street
Suite 1500
Chicago, IL 60601
USA

Aon Hewitt Inc./Aon Hewitt Investment
Management Inc.
225 King Street West
Suite 1600
Toronto, ON
M5V 3M2
Canada

About Aon Hewitt
Aon Hewitt empowers organizations and individuals to secure a better future through innovative retirement, health, and talent solutions. We advise and design
a wide range of solutions that enable our clients’ success. Our teams of experts help clients navigate the risks and opportunities to optimize financial security;
redefine health solutions for greater choice, affordability, and wellbeing; and achieve sustainable growth by driving business performance through people
performance. We serve more than 20,000 clients through our 15,000 professionals located in 50 countries around the world.
For more information, please visit aon.com.
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