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Foreword 

Danmarks Nationalbank oversees the financial infrastructure in Denmark 
in order to promote safe and efficient settlement of payments and 
securities transactions. This is enshrined in section 1 of the Danmarks 
Nationalbank Act, stating that Danmarks Nationalbank shall "maintain a 
safe and secure currency system in this country, and facilitate and 
regulate the traffic in money and the extension of credit". Moreover, 
Danmarks Nationalbank's powers are defined in the Securities Trading 
Act. Section 86(2) states that Danmarks Nationalbank shall oversee 
payment systems that are, in the opinion of Danmarks Nationalbank, "of 
major significance to payment settlement […] with a view to promoting 
the smooth functioning of the systems by contributing to their efficiency 
and stability". 

Danmarks Nationalbank oversees that the Danish financial 
infrastructure is safe and efficient and meets international standards. 
The oversight comprises the parts of the payments infrastructure where 
incidents are found potentially to have far-reaching social consequences 
and in the worst case threaten financial stability or confidence in the 
financial system in Denmark.  

In the publication Oversight of the Financial Infrastructure in Denmark 
Danmarks Nationalbank presents the general conclusions from its 
oversight activities, as well as positions and recommendations 
concerning measures that can contribute to a safe and efficient 
payments infrastructure. 
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Summary and Recommendations 

SUMMARY 

Danmarks Nationalbank's oversight comprises the payment systems 
Kronos and the Sumclearing as well as the VP securities settlement 
system. The three systems operated without major incidents in 2012, but 
with an elevated level of minor incidents in Kronos. These incidents have 
been addressed via both organisational and technical measures.  

The participants have generally had ample liquidity available for 
settlement of payments. However, there are still a few cases of 
participants not reserving adequate liquidity for settlement in VP and 
the Sumclearing. The settlement discipline of participants is discussed on 
an ongoing basis with those responsible for the systems. Increased use of 
Danmarks Nationalbank's automatic collateralisation arrangement, 
which is a more flexible borrowing facility than traditional pledging, 
could ensure further liquidity for the Sumclearing.  

The modernisation of the Danish payments infrastructure is 
progressing according to plan. Faster settlement of Dankort payments 
made during the weekend was introduced in May 2012. Enhanced access 
to fast settlement of large customer payments via Kronos was 
introduced in November 2012. This facility, known as "Transfers via 
Danmarks Nationalbank", is not yet used to any notable degree.  

A new system will be introduced at the end of 2013 as part of the 
modernisation of the payments infrastructure. It is called the 
Intradagclearing and will have several daily settlement cycles, enabling 
intraday settlement of selected types of payments. Moreover, several 
new opportunities of automating the transfer of liquidity for settlement 
of retail payments in the Sumclearing and the forthcoming 
Intradagclearing will be introduced. 

VP has implemented a new sanctioning system aimed at improving the 
settlement ratio for equities. Although it is still too early to assess the 
effect of the system, the first months of 2013 have been characterised by 
higher settlement ratios for equities than previously. 

New international standards for payment and settlement systems were 
introduced in April 2013. Danmarks Nationalbank's oversight activities 
will be adjusted to the new standards and its oversight policy updated 
accordingly. 

 



 6 

RECOMMENDATIONS 

Settlement participants should ensure that the "Transfers via Danmarks 
Nationalbank" facility is used to a far higher degree than today, because 
settlement of large customer payments via the Sumclearing increases the 
risk that the participants fail to reserve sufficient liquidity for settlement 
purposes. At the same time, this will meet the IMF recommendation 
from 2006 saying that the net positions in the Sumclearing should be 
reduced, e.g. by transacting large customer payments via Kronos. 
 
Although the Danish Bankers Association has repeatedly emphasised the 
importance of settlement discipline, participants still fail to reserve 
sufficient liquidity for settlements in VP and the Sumclearing from time 
to time. Participants should have constant focus on reserving sufficient 
liquidity, including on sufficient training of staff who only periodically 
perform tasks related to liquidity management. 
 
Participants should assess whether the use of Danmarks Nationalbank's 
automatic collateralisation arrangement for settlement of retail 
payments in the Sumclearing and the forthcoming Intradagclearing 
could improve their liquidity management, thereby reducing the risk of 
settlement delays. Today, only a few participants use automatic 
collateralisation for the Sumclearing. 

 
Participants should actively decide which of the future options for 
automation of liquidity transfers will ensure the safest and most 
efficient settlement of payments. 

 
Those responsible for the Danish payment and settlement systems 
should analyse the extent to which the systems meet the new 
international principles for payment and settlement systems and then, 
based on the analysis, take the necessary steps to ensure compliance 
with the principles. 
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Oversight by Danmarks Nationalbank  

Danmarks Nationalbank's oversight comprises the parts of the payments 
infrastructure where incidents are found to potentially have far-
reaching social consequences and in the worst case to threaten financial 
stability or confidence in the financial system in Denmark. Box 1 
describes the criteria for systemic importance incorporated in Danmarks 
Nationalbank's assessment of whether a system is comprised by its 
oversight responsibility.  
 

CRITERIA FOR SYSTEMIC IMPORTANCE Box 1  

Danmarks Nationalbank oversees systemically important payment and settlement 

systems. The following criteria are included in Danmarks Nationalbank's assessment of 

a system's importance to the financial infrastructure overall. 

Transaction value: The total value of transactions is a measure of system size. The 

larger the system, measured in terms of the value of transactions executed, the more 

important the system is to the settlement of payments and to the financial system in 

general. 

Number of large participants: Incidents in a system may spread to the rest of the 

financial system via the large system participants. Hence, the number of large 

participants is another measure of system size and the system's importance to the 

infrastructure. 

Substitution option: The availability of substitution options is decisive for systemic 

importance. A system is critical to the financial system if there are no immediately 

available alternatives to it. 

Interaction with other systems: The importance of a system is enhanced if incidents in 

that system can impact on other systems or if dependencies exist between the liquidity 

flows in the systems. 

Monetary-policy relevance: The importance of a system increases if it plays a role in 

Danmarks Nationalbank's monetary policy. 

Direct effect on the real economy: The effect on the real economy is measured on the 

basis of the value of transactions between firms and between firms and consumers. 

The higher the value of transactions, the more important the system is to the real 

economy. 

Visibility to the general public: Systems that are highly visible to the public are 

important, because problems in these systems may influence confidence in the 

financial system. 

 
Danmarks Nationalbank's oversight comprises the payment systems 
Kronos and the Sumclearing as well as the VP securities settlement 
system. Danmarks Nationalbank also contributes to the oversight by 
other central banks of international payment and settlement systems 
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that are part of the Danish infrastructure. The systems subject to 
oversight and the payment flows between them are outlined in Box 2.1  

 

  

1
  The systems in the Danish payments infrastructure are described in more detail in Danmarks 

Nationalbank, Payment Systems in Denmark, 2005 (Link). 

PAYMENT AND SETTLEMENT SYSTEMS IN DENMARK Box 2  

Kronos is Danmarks Nationalbank's real-time gross settlement (RTGS) system for 

payments in Danish kroner, primarily large, time-critical payments between 

participants. The system is operated by BEC, and the technical operation has been 

outsourced to JN Data. Kronos is subject to oversight by Danmarks Nationalbank. 

TARGET2 is the Eurosystem's RTGS system for euro payments. The ECB is the primary 

oversight authority, while Danmarks Nationalbank has joint oversight powers and is 

responsible for oversight of the Danish TARGET2 components.  

The Sumclearing is the Danish Bankers Association's multilateral net settlement system 

for clearing and settlement of Danish retail payments. Final transfer of money 

between Sumclearing participants is effected via Kronos. The system is operated by 

Nets. The Sumclearing is subject to oversight by Danmarks Nationalbank. 

VP settlement, which is owned by VP Securities, is a multilateral net settlement system 

for clearing and settlement of securities transactions. In a securities transaction, 

securities are exchanged via custody accounts in VP, while payment is exchanged via 

the participants' Kronos accounts. VP settlement is subject to oversight by Danmarks 

Nationalbank in cooperation with the Danish Financial Supervisory Authority. 

EMCF is a central counterparty, CCP, in equity transactions and is owned by ABN 

AMRO and NASDAQ OMX. EMCF is subject to oversight by the Dutch authorities. 

Danmarks Nationalbank has joint oversight powers. 

CLS, which is owned by large international banks, is a multilateral clearing and 

settlement system for foreign-exchange transactions in 17 currencies at present. The 

krone leg in the participants' foreign-exchange transactions is settled via CLS Banks' 

account at Danmarks Nationalbank. The Federal Reserve System (Fed) is the primary 

oversight authority, while Danmarks Nationalbank has joint oversight powers of CLS. 

Scandinavian Cash Pool (SCP) is a system for pledging of cross-border collateral for 

intraday credit in Danish and Norwegian kroner and Swedish kronor. The main 

principle of SCP is that liquidity raised from the central bank of one country can be 

pledged as collateral to the central bank of another country. The Danish part of the 

system is subject to oversight by Danmarks Nationalbank. 

 

The chart shows payment flows in the Danish infrastructure for krone payments. The 

participants' net payment obligations in the settlement of retail payments, foreign-

exchange and securities transactions, respectively, are settled via accounts in Kronos. 

For example, it is seen that foreign-exchange transactions totalled kr. 227 billion 

(gross) in 2012, and that the net obligation settled via Kronos was kr. 7 billion. 

 

 

http://www.nationalbanken.dk/DNUK/Publications.nsf/side/1E8FEC8F259E61FFC125706C003D4409/$file/payment_systems05.pdf
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CONTINUED Box 2 

 

PAYMENT FLOWS, BILLION KRONER, DAILY AVERAGES 2012/(2011)  
 
 
 
 
 
 
 
 
 
 
 
 
 
Note: 
 
Source: 

Interbank payments, etc. comprise interbank payments, monetary-policy operations and other transactions, 
cf. Table 1. Securities transactions in euro that are first settled in Danish kroner are included in the chart. 
Danmarks Nationalbank, CLS Bank, Danish Bankers Association, VP Securities, EMCF. 

 

 
Danmarks Nationalbank's oversight of payment and settlement systems 
consists of three main tasks. Firstly, system development is monitored via 
collection of information and ongoing dialogue with those responsible 
for the systems. Secondly, the systems subject to oversight are assessed 
according to international standards in order to ensure safe and 
efficient payment and settlement systems. Thirdly, system changes are 
initiated when deemed necessary.  

Danmarks Nationalbank's ongoing oversight of a system is intensified 
if incidents occur in the system, if assessments of the system have 
prompted recommendations or if material changes to the system are 
planned or implemented. 

The oversight takes place in cooperation with other national and 
international authorities. Danmarks Nationalbank has e.g. entered into 
an agreement with the Danish Financial Supervisory Authority on 
cooperation regarding payment and settlement systems.1. 

Danmarks Nationalbank's oversight is described in detail in Danmarks 
Nationalbank's Policy for Oversight of the Danish Financial 

1
  The agreement is included as Annex 3 to the Memorandum of Understanding between Danmarks 

Nationalbank and the Danish FInanical Supervisory Authority and is available at 
http://www.nationalbanken.dk under Rules/Memorandum of Understanding (Link).  
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http://www.nationalbanken.dk/
http://nationalbanken.dk/C1256BE900406EF3/sysOakFil/MoU_11102005/$File/MoU_DN_FT_dec06.pdf


 10 

Infrastructure1. The overall results of Danmarks Nationalbank's oversight 
are presented in this publication, which is issued annually2. 

 
INTERNATIONAL PRINCIPLES  

Danmarks Nationalbank has organized its oversight in accordance with 
international principles for oversight by central banks. In April 2012, 
CPSS/IOSCO3 published new international standards for payment and 
settlement systems – "Principles for Financial Market Infrastructures". An 
assessment methodology and more specific requirements for the 
disclosure of data from the overseen systems to market participants, 
authorities and the public in general were published in December 2012. 
In April 2013, Danmarks Nationalbank published a description of the 
principles and their background.4  

Since the autumn of 2012, Danmarks Nationalbank has been 
implementing the new principles into its oversight of the Danish 
payment and settlement systems. A of number meetings have been held 
with those responsible for Kronos, VP settlement and the Sumclearing to 
discuss relevant principles and their impact on the Danish systems. Some 
principles have been formulated in very general terms and/or are meant 
for systems that are different from the Danish systems. If necessary, 
Danmarks Nationalbank will translate the principles into specific 
requirements of the Danish systems.  

The new principles contain requirements which the Danish systems do 
not necessarily observe at present. The system owner is ultimately 
responsible for a system in the Danish payments infrastructure being 
safe and efficient and observing the principles. According to the 
principles, system owners are expected to prepare and disclose a 
detailed description of the system's observance of the principles. The 
description should be updated at least every two years.  

Those responsible for the Danish payment and settlement systems 
should analyse the extent to which the systems meet the new 
international principles for payment and settlement systems and then, 
based on the analysis, take the necessary steps to ensure compliance 
with the principles. 

1
  Danmarks Nationalbank, Danmarks Nationalbank's Policy for Oversight of the Danish FInancial 

Infrastructure, Financial stability, 2007 (Link). 2
  Last year's publication: Oversight of the Financial Infrastructure in Denmark, 2012 (Link). 3
  The Committee on Payment and Settlement Systems, CPSS, is based at the Bank for International 

Settlements, BIS. The International Organization of Securities Commissions, IOSCO, is an international 
forum of cooperation between supervisors of securities markets. 4

 Katrine Skjærbæk Rasmussen and Tina Skotte Sørensen, New principles for financial market 
infrastructures, Danmarks Nationalbank, Monetary Review, 1st Quarter 2013, Part 1 (Link) 

 

http://nationalbanken.dk/DNUK/Publications.nsf/side/Financial_Stability_2007_web/$file/kap05.htm
http://www.nationalbanken.dk/C1256BE9004F6416/side/6F3733BC1D4C4FECC1257BD4004884D5/$file/Oversight%20of%20the%20Financial%20Infrastructure%20in%20Denmark_2012.pdf
http://nationalbanken.dk/C1256BE9004F6416/side/72E0C1231118F43CC1257B4E0045A27D/$file/mon_1qtr_2013_part_1_web.pdf
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Danmarks Nationalbank's oversight activities will be adjusted to the new 
principles and its oversight policy from 2007 updated accordingly. 

 
EU regulation and CPSS/IOSCO principles 
The new CPSS/IOSCO principles for payment and settlement systems 
have no legal effect in themselves. However, many of the principles for 
securities settlement will be incorporated into future EU regulation. 
Hence, the European Commission, the European Parliament and the 
European Council are preparing negotiations on a Regulation on central 
securities depositories, CSDs. The Regulation will serve as European 
legislation on CSDs and their activities, cf. Box 3.  

Moreover, the European Commission is expected soon to present a 
proposal for a Directive or Regulation on registration of rights 
pertaining to securities. 
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PROPOSAL FOR EU REGULATION ON CSDS Box 3  

The purpose of the Regulation1,2 is to create European legislation on CSDs, including 

as regards authorisation and ongoing supervision/monitoring of their activities. Today, 

such rules are based on national legislation and non-binding international 

recommendations. The harmonisation will entail the introduction of a EU-wide 

passport (as in the rest of the financial sector), which allows a CSD authorised 

according to the Regulation in one member state to open a branch or offer services in 

another member state.  

The proposal contains rules regarding the core activities of a CSD, namely recording, 

maintenance and settlement of securities. Moreover, it is proposed that CSDs may 

provide a number of ancillary services to improve the functioning of securities 

markets, such as maintenance of shareholders' registers. Credit extension is not part of 

these activities, which may lead to restructuring of some of the largest CSDs in Europe 

that are now operating under a banking licence. It is therefore proposed to allow 

national competent authorities to request the European Commission to authorise a 

CSD to provide ancillary banking services as well.  

Furthermore, the proposal contains a conflict of law rule regarding the applicable 

law governing ownership of securities registered by a CSD. Under today's legislation, 

basically the law of the member state in which the account is maintained is applicable.       

In addition, the Commission wishes to harmonise securities settlement practices. 

This includes a proposal for harmonisation of CSD settlement cycles so that they take 

place on the second business day after trading takes place (T+2). Today, some 

countries, including Denmark, apply T+3. Different settlement cycles impede efficient 

cross-border settlement. Several measures to improve settlement discipline are also 

proposed, the aim being timely settlement of a higher number of securities 

transactions. 

Finally, the proposal contains provisions on freedom to issue and requirements for 

fair and open access between CSDs, marketplaces and CCPs. The rule on issue entails 

that an issuer of securities should be able to choose freely which CSD in the EU should 

undertake the issue.   

1 Proposal for a Regulation of the European Parliament and of the Council on improving securities settlement in 
the European Union and on central securities depositories (CSDs) and amending Directive 98/26/EC was 
presented on 7 March 2012, cf. (Link). 

2 The European Parliament issued its report on the proposal on 13 February 2013, so it is ready for the three-party 
negotiations with the Council and the European Commission, cf. (Link). 

 

http://ec.europa.eu/internal_market/financial-markets/central_securities_depositories/index_en.htm
http://www.europarl.europa.eu/document/activities/cont/201302/20130214ATT61052/20130214ATT61052EN.pdf
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Kronos 

USE AND OPERATION OF KRONOS 

Kronos is Danmarks Nationalbank's real-time gross settlement (RTGS) 
system for immediate settlement of large, time-critical payments in 
Danish kroner.1  

There are 101 Kronos participants. The average daily value of Kronos 
payments rose by kr. 22 billion in 2012 relative to the preceding year, cf. 
Table 1. The main reason is that the use of monetary-policy operations 
increased by kr. 13 billion, but the value of interbank payments also rose 
by kr. 8 billion a day. 

 

PAYMENTS IN KRONOS, DAILY AVERAGES Table 1  

Kr. billion 2008 2009 2010 2011 2012 

Interbank payments  .....................................  119.8 105.5 108.1 101.4 109.3 
     Of which customer payments1  ...........................  15.0 13.6 12.0 13.1 11.8 
Monetary-policy operations  ........................  88.7 70.3 29.4 22.4 35.7 
Transfers to settlement systems  ...................  97.2 99.1 99.6 85.5 87.1 
Other transactions  .......................................  2.0 1.2 2.3 3.4 2.6 

Total  .............................................................  307.7 276.0 239.5 212.8 234.6 

1 Payments initiated by account holders' customers. 
Note: Transactions have been stated as amounts debited to current accounts at Danmarks Nationalbank. This means that 

transfers to other payment and settlement systems are exclusive of use of automatic collateralisation, which is 
debited to separate accounts. Transfers to these systems are considerably higher than the amounts actually drawn, 
cf. the chart in Box 2. Small discrepancies between the sum of the individual items and and the total are 
attributable to rounding. 

Source: Danmarks Nationalbank. 

 
Also in 2012, the participants' liquidity available for settlement of 
payments in Kronos considerably exeeded the liquidity requirement, cf. 
Chart 1. Overall, the participants therefore still have ample liquidity for 
their daily payments. The liquidity requirement is particularly high on 
days when auctions of fixed-rate bullet bonds for refinancing 
adjustable-rate mortgage loans are settled, i.e. typically at the start of 
the year. As these auctions are gradually spread over the quarters of the 
year, the liquidity requirement is also spread.  

 

1
 For a more detailed description of Kronos, see Danmarks Nationalbank, Assessment of Kronos 

According to Core Principles for Systemically Important Payment Systems, April 2012 (link). 
 

 

http://www.nationalbanken.dk/C1256BE9004F6416/side/Assessment_of_Kronos_According_to_Core_Principles_for_Systemically_Important_Payment_Systems/$file/Assessment_Kronos_ENG.pdf
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PARTICIPANTS' LIQUIDITY REQUIREMENTS IN KRONOS, DAILY 
OBSERVATIONS  Chart 1  

 
Note: 
 
 
 
 
Source: 

Available liquidity is the participants' total line plus their current-account balances when Kronos opens at 7:00 
a.m. The maximum liquidity requirement corresponds to the liquidity that the participants need for settlement of 
all intraday payments without delay. The amount depends on the sequence of the intraday payments. The 
minimum liquidity requirement is calculated as the liquidity that the participants need for settlement of all 
intraday payments after maximum netting of incoming and outgoing payments. 
Danmarks Nationalbank. 

 
Time profile for settlement of interbank payments 
Kronos participants can settle interbank payments during Kronos' 
opening hours from 7:00 a.m. to 3:30 p.m. on all banking days. Most 
payments are settled in the morning, cf. Chart 2, which shows the 
average percentage of the day's payments (in value terms) settled as the 
day progresses. The highest number of payments, approximately 35 per 
cent, are settled between 9 and 10 a.m. 

During the last 10 years, there has been a tendency for payments to be 
settled later in the day, cf. Chart 2. While 96 per cent of interbank 
payments had been settled by noon in 2003, this share had fallen to 82 
per cent in the 1st quarter of 2013. Likewise, 71 per cent of the day's 
payments had been transacted before 10 a.m. in 2003, compared with 
51 per cent in the 1st quarter of 2013.  

Despite the change in settlement patterns over the last 10 years, 
Kronos payments are still settled early in the day. This has several 
advantages. Firstly, participants have plenty of time to provide liquidity 
before Kronos closes when the monetary-policy day ends at 3:30 p.m., at 
which time their accounts must not be overdrawn. Secondly, early 
settlement is an advantage in the event of a Kronos system failure. In 
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that case, Kronos operations must be switched to the other data centre 
within four hours. So a failure in the morning will be remedied before 
the end of the monetary-policy day, and payments can be settled in the 
afternoon. If Kronos is down during the afternoon, relatively few 
payments will be affected. Furthermore, it will be possible to settle any 
critical payments via an emergency procedure. 

 

TIME PROFILE FOR SETTLEMENT OF INTERBANK PAYMENTS IN KRONOS, 
ACCUMULATED DAILY VALUE Chart 2  

 
Note: 
Source: 

Quarterly averages. 
Danmarks Nationalbank. 

 
Operational stability of the settlement procedure 
Kronos operations were affected by an elevated level of minor incidents 
in the autumn and winter of 2012 and in early 2013. These incidents 
were mainly related to the data centres BEC and JN Data, to which BEC 
has outsourced Kronos IT operations. It is assessed that the incidents 
have been thoroughly followed up. Relevant accounts of the incidents 
have been requested and the centres must take steps to ensure future 
operational stability. BEC has introduced both organisational and 
technical measures. Some issues have been addressed in connection with 
the ongoing updating of Danmarks Nationalbank's contract with BEC, 
cf. the section "Assessment of Kronos". For example, the framework for 
following up incidents is being strengthened and formalised, an 
Operations and Changes Committee has been introduced that meets 
once a month, and knowledge will be anchored in a joint risk 
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assessment, which is updated on a regular basis. Moreover, Danmarks 
Nationalbank's internal procedure for collaboration and coordination in 
relation to incidents, etc. has been improved. 

On 27 July 2012, there was a major incident where a power outage at 
JN Data meant that no Kronos payments were settled before 8:35 a.m. 
As a result, all CLS payments had to be effected via the emergency 
procedure. JN Data took a number of precautions to prevent similar 
incidents; these include an independent review of the incident and 
tightening of its procedures and organisation for managing incidents. 

On 2 January and 31 December 2012, payments in Kronos and 
TARGET2, respectively, were delayed due to capacity limitations at BEC. 
A pile of e-boks mailings strained the capacity of the technical 
infrastructure that Danmarks Nationalbank's systems share with other 
BEC customers. In future, there will be focus on BEC's capacity 
management and measurement so as to identify and prevent future 
capacity problems.  

Kronos' uptime1 was not significantly affected by the incidents 
occurring; it was measured at 99.7 per cent in 2012, compared with 99.6 
and 99.1 per cent, respectively, in 2011 and 2010. 
 
ASSESSMENT OF KRONOS 

In April 2012, Danmarks Nationalbank published an assessment of 
Kronos according to the Core Principles for Systemically Important 
Payments Systems (CPSIPS) applicable at the time.2 

Eight of the 10 Core Principles were assessed to be observed by 
Kronos, which is the highest rating. One Core Principle was not 
applicable. For Core Principle VII on operational reliability, the second 
best rating, broadly observed, was given as no risk analyses of Kronos 
had been prepared for a long time. A total of 12 recommendations for 
improvements to Kronos were issued. For a more detailed description of 
the recommendations, see the report3. 

In 2012 and 2013, a number of initiatives have been carried out or 
launched in response to the recommendations made in the assessment 
report. Eight of the 12 recommendations have currently been 
implemented. For example, a Kronos risk analysis has been performed and 
a procedure established for regularly updating the analysis. As a result, the 
rating for Core Principle VII has been raised to observed.  

1
  Kronos' uptime is calculated as the percentage of the opening hours between 7:00 a.m. and 3:30 

p.m. during which participants are not affected by downtime or other delays. 2
  BIS, Core Principles for Systemically Important Payment Systems, January 2001 (link). 3
  Danmarks Nationalbank, Assessment of Kronos According to Core Principles for Systemically 

Important Payment Systems, April 2012 (link).  

 

http://www.bis.org/publ/cpss43.pdf
http://www.nationalbanken.dk/C1256BE9004F6416/side/Assessment_of_Kronos_According_to_Core_Principles_for_Systemically_Important_Payment_Systems!opendocument
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Work is underway to implement the remaining four recommendations: 
Danmarks Nationalbank and BEC/JN Data are updating the contract on 
the development and operation of Kronos, thereby formalising the 
ongoing collaboration and the existing follow-up procedures. In this 
connection, the recommendation that the contract should reflect 
Kronos' actual capacity requirement will also be implemented. 
Furthermore, a plan is being developed for testing of crisis management 
procedures in accordance with the recommendation on periodic testing 
of crisis management and communication policy. Moreover, on account 
of the recommendation to assess on a regular basis the time frame of 
four hours for switching between data centres, the costs of reducing the 
time frame from four to two hours are being investigated. This should 
also be seen in the light of the new CPSS/IOSCO principles for financial 
market infrastructures, which recommend a maximum time frame of two 
hours. 

The new principles include several new and enhanced requirements for 
financial market infrastructures. Danmarks Nationalbank is currently 
identifying and analysing any areas in which Kronos does not fully comply 
with the new requirements at present. 
 
SYSTEM REPLACEMENTS 

Danmarks Nationalbank has launched a project to replace the systems 
that support Danmarks Nationalbank's management of payment 
systems, pledging of collateral and monetary-policy operations. In this 
context, Kronos is to be replaced by a new RTGS system for settlement 
of large or time-critical payments in Danish kroner. Danmarks 
Nationalbank wishes to replace the current systems with more modern 
solutions based on standardised systems in order to ensure continued 
efficiency and safety in terms of maintenance and operations. 

In the spring of 2013, Danmarks Nationalbank sent out tender 
documents to a group of prequalified tenderers. The plan is that the 
new systems are to be commissioned before settlement of securities 
transactions in Danish kroner joins the trans-European securities 
settlement system TARGET2-Securities in 2018. 

During 2013, Kronos will also be upgraded to reflect the ongoing 
modernisation of the Danish payments infrastructure, cf. the section 
"Modernisation of the payments infrastructure".  
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Retail Payments  

USE AND OPERATION OF THE SUMCLEARING 

The Sumclearing is the Danish system for settlement of payments for 
citizens and companies.1 In 2012, the average daily value of payments 
settled was kr. 24.4 billion. This is an increase of 6.1 per cent on 2011. 
Credit transfers made up around 50 per cent of the total settlement 
value in 2012, while Dankort transactions accounted for approximately 5 
per cent, cf. Chart 3. In volume terms, Dankort payments made up about 
half of the total number of transactions, cf. Chart 4.  
 

PAYMENT INSTRUMENTS SETTLED IN THE SUMCLEARING, TRANSACTION 
VALUE, DAILY AVERAGES Chart 3 

 
Note: 
 
Source: 

A small number of cheques and other minor payment instruments are still settled in the Sumclearing; they are 
not shown in the chart. The Betalingsservice bar also includes data for the settlement of Leverandørservice. 
Nets and Danish Bankers Association. 

 
 
 

1
  For a more detailed description of the Sumclearing, see Danmarks Nationalbank, Assessment of the 

Sumclearing According to Core Principles for Systemically Important Payment Systems, December 
2012 (link). 
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http://www.nationalbanken.dk/C1256BE9004F6416/side/Assessment_of_the_Sumclearing!opendocument
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PAYMENT INSTRUMENTS SETTLED IN THE SUMCLEARING, NUMBER OF 
TRANSACTIONS, DAILY AVERAGES Chart 4  

 
Note: 
 
Source: 

A small number of cheques and other minor payment instruments are still settled in the Sumclearing; they are 
not shown in the chart. The Betalingsservice bar also includes data for the settlement of Leverandørservice.  
Nets and Danish Bankers Association.  

 
Liquidity and settlement discipline 
The participants generally reserve sufficient liquidity for Sumclearing 
settlement. But in 2012 there were 10 days where one or more 
participants had not reserved sufficient liquidity for the night-time 
settlement and were therefore postponed for later settlement. A total 
of 13 participants were postponed in 2012. On days with 
postponements, payments – including wages, salaries and pensions – 
may be delayed. On mortgage payment days, a delay in the Sumclearing 
may also affect VP settlement, via which interest and repayments on 
mortgage bonds are disbursed to investors.  

As in previous years, postponements were seen around the turn of the 
year, even though the Danish Bankers Association had emphasised the 
importance of settlement discipline to participants up to holiday periods 
and at the end of the year. It is the responsibility of participants to 
ensure sufficient training of staff who only periodically perform 
Sumclearing-related tasks.  

Sumclearing settlement, including the need for further measures to 
reduce the number of postponements and ensure satisfactory settlement 
discipline, is discussed at quarterly meetings between the system owner 
and operator and Danmarks Nationalbank. For example, increased use 
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of automatic collateralisation1 when reserving liquidity for the 
Sumclearing could reduce the number of postponements. Participants 
should assess whether the use of automatic collateralisation might 
improve their liquidity management. Today only few participants use 
automatic collateralisation for the Sumclearing, cf. Box 4.  

In the 1st quarter of 2013, one postponement was caused by 
unexpectedly large customer-initiated payments which might better 
have been settled via Kronos. Settlement of very large payments in a net 
settlement system such as the Sumclearing increases the risk of 
postponements. As part of the modernisation of the infrastructure, the 
options for settling large customer payments via Danmarks 
Nationalbank's RTGS system, Kronos, have therefore been improved. 
This facility is known as "Transfers via Danmarks Nationalbank". 
Participants in the payment settlement systems should ensure that 
"Transfers via Danmarks Nationalbank" are used to a much larger extent 
than at present, cf. Box 5. 

Other features will also be introduced to help  reduce the 
postponement risk in connection with settlement of retail payments. 
The new infrastructure features will entail automation of liquidity 
procurement, including a direct debit function allowing participants 
automatically to transfer liquidity via the automatic collateralisation 
arrangement for settlement of retail payments, cf. the section 
"Modernisation of the payments infrastructure".  

 
Operational stability in the settlement of retail payments 
On four days in 2012, technical problems in relation to the Sumclearing 
led to delays in the execution of certain payments. Moreover, technical 
difficulties on 11 February 2013  caused all Sumclearing payments to be 
delayed considerably. 

The accessibility of Nets' card systems has generally been 100 per cent. 
But in June and September 2012, the card platform was inaccessible in 
two cases, resulting in failed execution of card payments. Both incidents 
were of short duration.  

 

1
  Automatic collateralisation is more flexible than traditional pledging of collateral because it does not 

bind specific securities in a safekeeping account. Instead, a share of the value of the credit 
institutions' trading accounts corresponding to the credit amount is pledged to Danmarks 
Nationalbank. For a description of the automatic collateralisation arrangement, see Danmarks 
Nationalbank, Payment Systems in Denmark, 2005, Chapter 5 (Link). 

 

http://www.nationalbanken.dk/DNUK/Publications.nsf/side/1E8FEC8F259E61FFC125706C003D4409/$file/payment_systems05.pdf
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USE OF AUTOMATIC COLLATERALISATION Box 4 

Sumclearing participants can reserve liquidity for the night-time settlement in two 

ways. They can transfer liquidity from their current accounts, or they can reserve an 

amount for Sumclearing settlement under Danmarks Nationalbank's automatic 

collateralisation arrangement. The latter is not used very much for the Sumclearing, 

cf. the chart, but the share of liquidity reserved via the automatic collateralisation 

arrangement did increase from 18 per cent in 2008 to 28 per cent in 2012. 

Automatic collateralisation can be used for settlement of payments in the 

Sumclearing, VP and CLS. Whereas many participants use this option for VP 

settlement, only a small number do so in connection with the Sumclearing. A total of 

37 Kronos participants have concluded an automatic collateralisation agreement with 

Danmarks Nationalbank. Of these, 36 used automatic collateralisation for VP 

settlement in 2012, while only 11 did so in connection with the Sumclearing. The 

latter typically combined automatic collateralisation with transfers from their current 

accounts.  

Increased use of automatic collateralisation in connection with Sumclearing 

settlement could ensure further liquidity for settlement, thereby reducing the number 

of postponements during night-time settlement. When the number of daily 

settlement cycles for retail payments is increased as part of the modernisation of the 

Danish infrastructure, the use of automatic collateralisation could give participants a 

considerable degree of flexibility in their liquidity management. 

 

AMOUNTS RESERVED FOR THE SUMCLEARING BROKEN DOWN BY METHOD, DAILY 
AVERAGES 2008-12  

 
Source: Danmarks Nationalbank. 

 

 

 
 

0

10

20

30

40

50

60

2008 2009 2010 2011 2012

Reserved via automatic collateralisation Transfers from current accounts

Kr. billion



 22 

SETTLEMENT OF LARGE CUSTOMER PAYMENTS Box 5 

A net settlement system such as the Sumclearing is designed for large volumes of 

small payments. It is inexpedient if e.g. large customer payments are settled via the 

Sumclearing as this increases the risk that participants do not reserve sufficient 

liquidity for settlement, which may delay the overall settlement process. The most 

recent example was seen on 21 February 2013, when a participant was postponed in 

the Sumclearing because of unexpectedly large customer-initiated payments.  

As part of the modernisation of the Danish payments infrastructure, the options for 

settling large customer payments via Danmarks Nationalbank's RTGS system, Kronos, 

have been improved. This facility is known as "Transfers via Danmarks Nationalbank" 

and is primarily aimed at the banks' corporate customers, who will be offered the 

option via their online banks to transact large payments that are credited to the 

recipients shortly after, on the same day. The banks' mutual agreement on "Transfers 

via Danmarks Nationalbank" operates with a lower limit of kr. 1 million for such 

transfers.  

"Transfers via Danmarks Nationalbank" were introduced on 8 November 2012. The 

transaction volume in Kronos shows that this option is not used to any notable extent 

yet, cf. the chart. At the instigation of Danmarks Nationalbank, the Danish Bankers 

Association has pointed this out to Sumclearing participants. Danmarks Nationalbank 

recommends more widespread use of "Transfers via Danmarks Nationalbank". This 

will also meet the IMF recommendation from 2006 saying that the net positions in the 

Sumclearing should be reduced, e.g. by transacting large customer payments via 

Kronos.   

 

CUSTOMER PAYMENTS EXCEEDING KR. 1 MILLION IN KRONOS, DAILY 
AVERAGES  

 
Note: 
 
Source: 

Daily averages on a weekly basis. There were only two banking days in calendar week 52, 2012. The high 
daily average could reflect that a whole week's payments were executed in just two days. 
Danmarks Nationalbank. 
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ASSESSMENT OF THE SUMCLEARING 

In December 2012, Danmarks Nationalbank published an assessment of 
the Sumclearing according to the Core Principles for Systemically 
Important Payments Systems (CPSIPS).1 The rating observed was given 
for eight of the 10 standards. Core Principle III on management of 
financial risks and Core Principle VIII on efficiency were assessed to be 
broadly observed for the Sumclearing.  

The justification for the lower rating for Core Principle III is that the 
system has only one daily settlement cycle and insufficient liquidity 
management options. In order to enhance the resilience of the system to 
financial stress and any liquidity shortage, more intraday settlement 
cycles should be introduced. This was also what the International 
Monetary Fund, IMF, recommended when reviewing the Danish 
payments infrastructure in 2006.2 Moreover, participants should be 
notified of their expected net payment obligations, and the reservation 
of liquidity should be made more flexible. These recommendations are 
expected to be implemented by the end of 2013 in connection with the 
modernisation of the Danish payments infrastructure, cf. the section 
"Modernisation of the payments infrastructure". 

The lower rating for Core Principle VIII was attributable to the long 
settlement times in the Sumclearing at present. These settlement times 
do not meet the expectations of end-users for a modern settlement 
system and do not sufficiently support the development of new 
payment solutions. The modernisation project is to ensure settlement 
times that will bring the Danish retail payments infrastructure fully in 
line with those of comparable countries.   

The assessment also resulted in four minor recommendations, 
including that Sumclearing access and exit procedures should be 
described in e.g. the contractual basis for the Sumclearing. For a more 
detailed description of the recommendations, see the assessment report.  
 
MODERNISATION OF THE PAYMENTS INFRASTRUCTURE 

In the period until the end of 2014, the Danish payments infrastructure 
will be modernised. The aim is to ensure an up-to-date infrastructure 
with faster settlement of retail payments, as called for by e.g. the Trade 
and Industry Committee of the Folketing (Parliament) in 2009. At the 

1
  Danmarks Nationalbank, Assessment of the Sumclearing According to Core Principles for Systemically 

Important Payment Systems, December 2012 (link). 2
  IMF, Denmark: Financial Sector Assessment Program - Detailed Assessment of the Core Principles for 

Systemically Important Payment Systems, March 2007 (Link). 

 

http://www.nationalbanken.dk/C1256BE9004F6416/side/Assessment_of_the_Sumclearing!opendocument
http://www.imf.org/external/pubs/ft/scr/2007/cr07120.pdf
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same time, the IMF's recommendations for the Danish infrastructure will 
be implemented.  
The modernisation will be implemented in four areas: 1) faster 
settlement of Dankort transactions made during the weekend, 2) better 
options for fast settlement of large payments via Danmarks 
Nationalbank's RTGS system, Kronos, 3) possibility of intraday settlement 
of credit transfers on banking days, and 4) fast settlement of payments 
of up to kr. 500,000 24/7/365. The modernisation is described in more 
detail in the report published by the working group on domestic 
payment transfers in January 2012.1  

Dankort transactions during the weekend have been settled during 
the night between Sunday and Monday since 14 May 2012 – previously 
they were settled between Monday and Tuesday. This means that 
Dankort payments during the weekend are now credited to retailers 
Monday morning.  

On 8 November 2012, the banks' options to offer their customers fast 
settlement of large payments via Kronos ("Transfers via Danmarks 
Nationalbank") were improved. In this connection, the banks concluded 
an agreement laying down the terms and conditions for "Transfers via 
Danmarks Nationalbank", including a lower limit of kr. 1 million for such 
transfers. At present, "Transfers via Danmarks Nationalbank" are used 
only to a limited extent, cf. Box 5. 

At the end of 2013, a new net settlement system – the Intradagclearing 
– will be introduced with several daily settlement cycles, which will enable 
intraday settlement of credit transfers. The system will be based on the 
ISO20022 standard for exchange of financial messages. This is in line with 
international settlement procedures and will help to prepare the 
infrastructure for the future in several respects. The sector is currently 
testing the Intradagclearing.  

At the end of 2014, a new system – the Straksclearing – will be 
introduced for fast settlement of payments of up to kr. 500,000. Such 
faster payments will be credited to the recipient's account seconds after 
they have been submitted. 

The future Danish retail payments infrastructure will comprise the 
Intradagclearing and the Straksclearing for credit transfers and the 
Sumclearing, which will still be used for other payment types. If it is 
deemed expedient, these payment types may eventually be migrated to 
the Intradagclearing. As is the case with the Sumclearing, Danmarks 
Nationalbank will be responsible for oversight of the new systems.  

1
  Working group on domestic payment transfers, Report on domestic payment transfers in Denmark 

(in Danish with an English summary), Danmarks Nationalbank, January 2012 (link). 

 

http://www.nationalbanken.dk/C1256BE9004F6416/side/Report_on_domistic_payments_transfers_Summary_and_recommendation!opendocument
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New settlement concept at Danmarks Nationalbank 
In the modernised infrastructure, interbank payments will still be settled 
via settlement accounts at Danmarks Nationalbank. Consequently, 
participants will have to reserve liquidity in their settlement accounts for 
settlement in the Sumclearing, the Intradagclearing and the 
Straksclearing. 

At the end of 2013, the settlement concept at Danmarks Nationalbank 
will be streamlined with the introduction of several daily settlement 
cycles. This is done by automating liquidity transfers in several ways. If 
participants have not reserved sufficient liquidity for settlement, 
liquidity will automatically be transferred from their current accounts to 
their settlement accounts during the  opening hours of Kronos. 
Moreover, the participants' options for raising liquidity for settlement of 
retail payments via automatic collateralisation will be improved. This is 
achieved by introducing a direct debit function for automatic 
collateralisation, whereby Nets via Danmarks Nationalbank sends a 
forecast of the participants' liquidity requirements in VP, and then, prior 
to each settlement cycle, liquidity is automatically transferred from the 
participants' automatic collateralisation accounts to their settlement 
accounts. The automated process will help to ensure that participants 
reserve sufficient liquidity for settlement so that postponements and 
delays in the settlement of retail payments can be avoided. Participants 
should actively decide which of the future options for automation of 
liquidity transfers will ensure the safest and most efficient settlement of 
payments. 

The improved possibilities of using automatic collateralisation for 
settlement of retail payments has made it necessary to reschedule 
several VP settlement cycles, cf. the section "Securities settlement". 
 
Discontinuation of the Eurosumclearing 
The Danish Bankers Association's system for clearing and settlement of 
retail payments in euro, the Eurosumclearing, was closed down as 
planned on 30 November 2012. The assessment was that the costs of 
bringing the Eurosumclearing into compliance with new regulatory 
requirements would be disproportionately high. The Payment Services 
Act stipulates that from 1 January 2012 the settlement time for cross-
border payments in euro must not exceed one day. Furthermore, 
payment systems in euro must be compatible with SEPA1. In future, 
banks and other financial institutions can make payments in euro using 

1
  SEPA – the Single Euro Payments Area – crystallises the vision of a single euro retail payments area in 

Europe. In SEPA, the cross-border payments of citizens and firms are to be effected on the same 
terms and as efficiently as domestic payments. 
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SEPA products that are settled via STEP21 or in other ways, e.g. via 
correspondent banks.  

 
OVERSIGHT OF PAYMENT INSTRUMENTS 

Danmarks Nationalbank monitors developments of new payment 
methods and regularly assesses whether the payment instruments 
available in Denmark are efficient and up-to-date.  

As part of its oversight of payment instruments, Danmarks 
Nationalbank monitors developments in misuse of and fraud in 
connection with the most frequently used payment instruments in 
Denmark. In 2012, misuse of the Dankort totalled kr. 46.1 million.2 This 
was an increase of 26.5 per cent on 2011, when misuse totalled kr. 36.4 
million. The fraud figures have increased for both physical sales and 
remote sales. The largest increase was seen for remote sales, i.e. Internet 
purchases, mail and telephone orders and self-service machines without 
PINs. For this category, misuse increased by 54.4 per cent from 2011 to 
2012. This may be a result of "phishing", whereby the cardholder 
inadvertently enters card details on false websites, or of false emails or 
cases where criminals have gained access to private PCs and monitor 
traffic. Total Dankort turnover was kr. 310 billion in 2012, and misuse is 
still low by international standards. 

 
Recommendations for the security of internet payments 
In January 2013, the European Central Bank, ECB, published its final 
recommendations for the security of internet payments. The 
recommendations have been prepared by the SecuRe Pay3 working 
group, in which Danmarks Nationalbank and the Danish Financial 
Supervisory Authority participate. In 2013, a technical working group 
under SecuRe Pay will prepare guidelines for national implementation 
of the recommendations. The implementation deadline is 1 February 
2015. When publishing the final recommendations for secure Internet 
payments, the ECB also launched a public consultation on 
recommendations for third-party access to payment accounts.4 Third 
parties are other payment service providers than banks. In a number of 
European countries, payment services are offered whereby third parties 
gain access to bank account data.   

1
  STEP2 is the primary system for settlement of retail payments in euro in Europe. It is owned by EBA 

Clearing, which also operates the system. 2
 Source: Nets.  3
  The European Forum on the Security of Retail Payments. 4
  For further information about these recommendations and the public consultation, see the ECB's 

website, link.  

 

http://www.ecb.int/press/pr/date/2013/html/pr130131_1.en.html
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Securities Settlement  

USE AND OPERATION OF THE VP SETTLEMENT SYSTEM 

The VP settlement system is the Danish system for settlement of 
securities transactions and periodic payments (interest, repayments and 
dividend). The value of the transactions settled in VP rose in 2012 as a 
result of increased trading in bonds, while the number of transactions 
settled fell due to fewer equity transactions, cf. Chart 5. 
 

EQUITIES AND BONDS SETTLED IN VP, DAILY AVERAGES Chart 5  

  
Source: VP. 

 
Operational stability and settlement discipline  
VP's systems were stable in 2012 with an average uptime of 99.97 per 
cent. Settlement cycles VP33 and VP351 still experienced a number of 
delays in 2012, cf. Chart 6. The reason was that some participants had 
not reserved sufficient liquidity for settlement.  

In the early summer of 2012, the Executive Board of the Danish 
Bankers Association emphasised the need for members to reserve 
sufficient liquidity for VP33 and VP35. This was done at the instigation 
of Danmarks Nationalbank, following a number of postponements in 
2011 and the 1st half of 2012. Postponements are still seen in VP33 and 
VP35, so it is important for participants constantly to focus on reserving 
sufficient liquidity for these settlement cycles. 
 

1
  In VP33, night-time euro settlement executed as krone transactions is converted into euro. VP35 is for 

settlement of corporate actions in the form of repayments, dividend and interest. 
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DELAYS IN SETTLEMENT CYCLES VP33 AND VP35 Chart 6  

 
Note: 
 
Source: 

In VP33, night-time euro settlement executed as krone transactions is converted into euro. VP35 is for 
settlement of corporate actions in the form of repayments, dividend and interest.  
VP. 

 
Rescheduling of VP settlement cycles 
Owing to the introduction of a direct debit function for automatic 
collateralisation in connection with the modernisation of the retail 
payments infrastructure, it has been necessary to adjust the VP 
settlement cycles. Settlement cycles VP30 and VP50 have been 
rescheduled from 6:00 a.m. to 7:05 a.m and 1:35 p.m. to 2:15 p.m., 
respectively. Furthermore, VP33 has been rescheduled from 9:20 a.m. to 
10:00 a.m. to give VP participants more time to raise liquidity in euro for 
settlement. These adjustments were introduced in late June 2013. 
 
VP's settlement ratio and measures to improve this ratio 
In 2012, the VP settlement ratio averaged 98.7 per cent, up from 97.9 
per cent in 20111, cf. Chart 7. This figure masks a considerable spread 
between equities and bonds, for which the settlement ratios were 91.5 
and 99.1 per cent, respectively, in 2012. For equities, VP in August 2012 
adjusted its calculation method so that transactions cancelled on the 
settlement date are eliminated2,3. This makes the VP settlement ratio 

1
  The settlement ratio is the percentage of securities settled in a timely manner. The settlement ratios 

stated are based on settlement values.  2
  This change was primarily introduced at the request of market participants, and the final decision 

was made by the VP customer forum. 3
  Transactions cancelled on the settlement date previously counted as settled for one party but not 

settled for the other party. 
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more internationally comparable. The new calculation method meant 
that the average VP settlement ratio for equities rose by more than 2 
percentage points.  
 

SETTLEMENT RATIOS IN VP Chart 7  

 
Note: 
 
 
 
 
Source: 

The settlement ratio is the percentage of securities settled in a timely manner. The aggregate settlement ratio is 
an average of the settlement ratios for equities, investment fund shares and bonds. The broken vertical line 
indicates that VP in August 2012 adjusted its calculation method by eliminating transactions cancelled on the 
settlement date when calculating the settlement ratio for equities. The sharp decline in the equity settlement 
ratio in April 2012 is attributable to a single transaction that was not settled. 
VP. 

 
The VP settlement ratio for equities has traditionally been low compared 
with those of several other European countries. Consequently, VP has 
introduced several measures aimed at improving the settlement ratio. A 
new sanctioning system has been introduced, cf. below, and from 1 
February 2013, EMCF – the CCP in the Danish equities market – has 
participated in the settlement of VP's last settlement cycle for Danish 
kroner (VP60). Previously this settlement cycle was reserved for the 
banks, which could transfer securities received from the CCP in previous 
cycles to their customers. 
 
VP's new sanctioning system 
At the beginning of 2012, VP implemented a new sanctioning system in 
order to improve the settlement ratio for equities. The system applies to 
"professional" participants, defined as participants with more than 500 
equity transactions per month. The key element of the system is that 
participants whose settlement ratio falls short of a benchmark (the 
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average settlement ratio less 1.5 percentage points) for six months in a 
row must prepare a plan for improving their settlement behaviour. If 
the participant does not implement the agreed measures and the 
settlement ratio remains below the benchmark, VP may fine the 
participant kr. 100,000. 

The sanctioning system was temporarily suspended in July, August and 
September 2012 to allow participants to adjust to the new method of 
calculation. In its present form, the sanctioning system has only been in 
effect since October 2012 so it is still too early to assess its impact on VP's 
settlement ratio for equities transactions. In the first months of 2013, 
the settlement ratio for equities was 96-97 per cent, which is higher than 
previously, cf. Chart 7. 
 
ASSESSMENT OF THE VP SETTLEMENT SYSTEM 

In March 2012, Danmarks Nationalbank published an assessment of the 
VP settlement system against the ESCB/CESR Recommendations.1 Among 
other things, it was recommended that VP examine the possibilities of 
establishing a better data basis in the form of historical data that is not 
immediately available for analysis today. The objectives are to enable 
simulations of various incidents and to make it possible to distinguish 
between direct and indirect participants in analyses of transaction data. 
Danmarks Nationalbank follows up on this recommendation at quarterly 
oversight meetings with VP. VP has stated that it is looking into the 
possibility of establishing a copy environment with historical data. 
Establishment of a sufficient data basis is a prerequisite if VP is to 
observe the stress testing requirements of the new CPSS/IOSCO 
Principles.  

It is also recommended that VP regularly follow up the settlement 
ratio for equities and that the effects of the new incentive structure be 
evaluated. VP has focus on these issues, cf. above. Finally, it is 
recommended that VP be open on all TARGET2 opening days. This will 
be the case when VP joins TARGET2-Securities (T2S) in 2016. 
 
TARGET2-SECURITIES 

In 2012, the European central banks, central securities depositories and 
market participants continued their preparations for T2S. The purpose of 

1
  Danmarks Nationalbank, Assessment of the VP settlement system against the ESCB/CESR 

Recommendations for Securities Settlement Systems, March 2012 (link).  

 

https://www.nationalbanken.dk/C1256BE900406EF3/sysOakFil/Assessment%20of%20the%20VP%20settlement%20system/$File/Vurderingsrapport_VP_EN.pdf
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T2S is for cross-border securities transactions to be handled as safely, 
inexpensively and efficiently as domestic transactions. 

T2S will be operational from June 2015. It has been decided that VP 
Lux and VP Securities will join T2S in September 2016. The Danish 
market will join T2S in a split model, under which VP Securities will 
initially join T2S for euro settlement, while Danish kroner will not be 
connected to the platform until 2018. This means that settlement of 
securities issued by VP on the T2S platform can be effected in euro only 
between 2016 and 2018. 
 
CCP CLEARING 

Since 2009, clearing of the most actively traded equities in Denmark has 
taken place via the central counterparty (CCP) EMCF. The procedure is 
that EMCF enters as buyer towards the seller and as seller towards the 
buyer. As EMCF is the counterparty to the transactions, execution is 
ensured as long as EMCF is able to meet its obligations. Danmarks 
Nationalbank participates in the cooperative oversight of EMCF and 
discusses relevant issues concerning EMCF with the other oversight 
authorities, including the Dutch primary oversight authority. 

EMCF operations were satisfactory in 2012. An operational error 
meant that EMCF in February 2013 attempted to transfer liquidity to its 
VP settlement account that exceeded the maximum intraday overdraftof 
its current account. As a result, no liquidity was transferred for 
settlement, and settlement did not take place until late in the day.  

NASDAQ OMX' planned introduction of another two CCPs in the 
Danish market was postponed several times in 2012, and in the autumn 
NASDAQ OMX announced that it would be postponed indefinitely. 
NASDAQ OMX cited unresolved issues concerning the ongoing 
regulation of this area and unwillingness on the part of other stock 
exchanges to take similar steps as the underlying reasons.  

In March 2013, EMCF announced a planned merger with UK-based 
EuroCCP. The new CCP will be headquartered in the Netherlands and 
named EuroCCP. Among other things, the merger will result in increased 
netting opportunities and a reduced need for pledging of collateral. 
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TARGET2  

Denmark participates in TARGET2, which is the trans-European payment 
system for settlement of time-critical euro payments. The ECB is the 
primary oversight authority of the TARGET2 system, while Danmarks 
Nationalbank is responsible for oversight of local components used by 
the central bank to offer the system to Danish participants.  

In 2012, Danish participants' daily payments via TARGET2 averaged 
11.3 billion euro, down from 13.0 billion euro in 2011. There were no 
major TARGET2 incidents in 2012, and consequently the technical 
availability of the TARGET2 platform was 100 per cent. 

As described in last year's oversight publication, a major TARGET2 
incident took place on 25 July 2011. In that connection, the ECB as the 
primary oversight authority and the national central banks launched an 
investigation into the reasons for the delayed contingency procedure 
payments in certain countries. The procedures aimed at ensuring that 
critical payments are executed in contingency situations have now been 
reviewed.  

In 2013, the ECB's oversight function has begun to assess TARGET2 
according to the new CPSS/IOSCO Principles. This work has been initiated 
in connection with an IMF Financial Sector Assessment Program, FSAP, of 
the euro area. 
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CLS  

The international foreign-exchange settlement system CLS contributes to 
financial stability by reducing the settlement risk in connection with 
foreign-exchange transactions. CLS eliminates the settlement risk since 
the two legs of the transaction are settled simultaneously, i.e. Payment 
versus Payment, PvP. 17 currencies are connected to CLS, including the 
Danish krone.  

The Federal Reserve System (Fed) is the primary oversight authority of 
CLS. The central banks of the currencies connected to CLS, including 
Danmarks Nationalbank, have cooperative oversight powers of CLS and 
have established CLS Oversight Committee. Danmarks Nationalbank's 
oversight is focused on matters of importance to the settlement of 
transactions in Danish kroner.  

In 2012, CLS worked to improve governance conditions, which were in 
CLS's own 2011 assessment report assessed to be broadly observed in 
relation to the Core Principles for Systemically Important Payment 
Systems. 
 
Danish kroner in CLS 
There are four direct participants in the CLS settlement of Danish kroner. 
Pay-ins to and pay-outs from CLS are made via Danmarks Nationalbank's 
RTGS system, Kronos. Around 100 Danish financial institutions and firms 
participate indirectly in the CLS settlement via one of the direct 
participants.  

The number of krone transactions in CLS continued to rise in 2012, the 
average number of payment instructions reaching 1,818 per day, cf. 
Chart 7. The average daily value of these transactions set a new record 
at kr. 257 billion in April 2012. Foreign-exchange transactions in kroner 
averaged kr. 228 billion per day in 2012, which is slightly higher than in 
previous years. 

 
Operational stability 
Pay-ins to CLS are made via the national RTGS systems, and settlement in 
CLS therefore depends on the operational stability of these systems. As 
CLS payments are critical payments, contingency procedures to ensure 
payment will always be applied in the RTGS systems in the event of 
failures.  
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NUMBER AND VALUE OF FOREIGN-EXCHANGE TRANSACTIONS IN DANISH 
KRONER SETTLED IN CLS Chart 7  

 

Source: CLS Bank. 

 
Two Kronos events in 2012 affected settlement in CLS. On 27 July 2012, 
CLS payments in kroner had to be executed under the contingency 
procedure due to a Kronos system failure. However, settlement took 
place within the CLS deadlines. On 17 September 2012, Kronos also 
experienced problems and the start time for CLS settlement was 
delayed. This time the problems were solved so fast that the contingency 
procedure was not required.  

In general, CLS has a very high degree of operational stability. This was 
seen when Hurricane Sandy hit New York in October 2012. CLS took the 
necessary precautions and switched from the operational centre in New 
York to the operational centre in London so that all transactions could 
be settled as planned.  

 
New CLS facility 
CLS is currently working on introducing settlement of transactions 
concluded on the settlement date (same-day settlement) for USD and 
CAD. This facility is expected gradually to be extended to other currency 
pairs, time zones etc. permitting. 
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