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Dear Foreign Exchange Professional:

Over recent months, major European market associations and wholesale payment and settle-

ment organizations have been active in encouraging work directed at standardizing market

conventions in order to facilitate trading in the euro.The issue of the timing of cash settlements, com-

plicated by the numerous banking holidays observed within the participating economies, was

highlighted in the Bank of England publication Practical Issues Arising from the Introduction of the

Euro, Issue no. 5, August 7, 1997. Public holidays in the European Union Member States collectively

sum to about fifty days each year.

The European Monetary Institute (EMI) has recommended that TARGET Interlinking be open on

all weekdays when more than one national settlement system is open.With clearing of the euro pos-

sible on all weekdays but Christmas and New Year’s, the determination of value dates becomes

clear. Counterparties have the option to negotiate value dates for individual trades, and hence

observe a national holiday. However, the standard payment date for euro transactions would be

when TARGET Interlinking is open. If a specific domestic market is closed, arrangements would be

made to settle in another European center that is open.

This simplified approach to the holiday problem obviates the need for numerous custom arrange-

ments that would otherwise be required between counterparties.The Foreign Exchange Committee

endorses the EMI’s recommendation and supports its application to the settlement of foreign

exchange transactions, except in rare cases where counterparties will want to negotiate value dates

for specific trades.



Attached is a list of the members of the Foreign Exchange Committee and the Committee’s

Document of Organization. Please feel free to contact me, members of the Committee, or the

Committee’s Executive Assistant with any questions or comments regarding this letter.

Sincerely,

John J. Finigan, Jr.
Chairman
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