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Most recent information indicates CLS settles in excess of 75% of the daily 

value settled between banks. Market participants have made concerted efforts 

to maximise their own and other counterparties’ participation. The number of CLS 

participants has grown by 35% in 2009.

CLS currently settles 17 currencies, which account for 95% of the daily value traded. 

All other currencies are ineligible for settlement for a variety of reasons. There has 

been an ongoing programme to add further currencies based on market demand 

and local central bank support. The initial service was launched seven years ago and 

settled seven currencies. The individual settlements are made via accounts held at 

these central banks.

Banco de Mexico

Bank of Japan

Bank of Israel

Bank of England

Bank of Canada

Bank of Korea

Danmarks Nationalbank

European Central Bank

US Federal Reserve

Reserve Bank of New Zealand

South African Reserve Bank

Sveriges Riksbank

Swiss National Bank

Hong Kong Monetary Authority

Monetary Authority of Singapore

Norges Bank

Reserve Bank of Australia



Market Transparency — is an issue but easily solvable
The distributed OTC nature of the market and very nature of an FX trade — two 

currencies, one trade — has made tracking the net regional or global FX market 

problematic. The definitive market survey is conducted every three years by the 

Bank for International Settlements. This triennial survey has been conducted for over 

twenty years. The next survey is scheduled for April 2010. Within the last three years 

biannual local surveys have been conducted by the various FX market committees in 

the major trading centres. These are modelled on the BIS triennial surveys but are not 

directly comparable.

With 75% of the spot, swap and forward values being settled and stored within our 

existing trade repository CLS has become the de facto industry repository for inter-

dealer FX trades. 

It is the venue where trades are matched, on average, within 30 minutes of trade 

execution and can be viewed, electronically, in real time. A master record of all 

trades is maintained as the trades are settled. It is the venue where there is near-

time consolidated information on the size of the market, the products traded, prices 

agreed, the currencies and the exposures of the participants and the history of 

every trade settled. Trades for aggregation, as described above, will come into CLS 

once the service goes live. The repository also receives trade data from over twenty 

Members to identify missing counterparties. 

CLS already provides weekly information to regulators and central banks on the size 

of the market on several dimensions. Regulatory access is provided today to central 

banks and frequency is increased in times of market stress to close to real time.

There is industry commitment to extend the repository to the full market and action is 

underway to complete product coverage. 
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Regulatory framework
The current regulatory framework for FX has evolved as a result of two structural 

factors. Firstly, each trade includes two jurisdictions in the form of the two currencies 

traded. Secondly, the major market participants are regulated entities but many 

other participants are either not regulated or do not fall under the same regulatory 

purview. This applies to any regulation of trading done at a national level as well 

as to regulatory oversight of the major market participants normally by the local 

central bank. The total market therefore has no overall regulator when compared to 

exchanges or clearing houses but the largest participants are regulated. 

Recognising this multi-jurisdiction challenge, though CLS Bank is supervised and 

regulated as a bank by the Federal Reserve, the Federal Reserve also acts as the 

lead overseer of CLS Bank in a unique cooperative oversight arrangement with all 

the central banks whose currencies are settled by CLS Bank. CLS Bank regularly 

meets with the forum, the CLS Oversight Committee, which is chaired by the 

Federal Reserve. 

As part of the international financial community’s efforts to strengthen the global 

financial infrastructure, the Committee on Payment and Settlement Systems of 

the central banks of the G10 countries (“CPSS”) published the Core Principles 

for Systemically Important Payment Systems (“Core Principles”) in January 2001. 

The Core Principles serve as guidelines for the design and operation of safer and 

more efficient systemically important payment systems by suggesting the key 

characteristics that these systems should have. The Board of Governors of the 

Federal Reserve System adopted revisions to its Policy on Payments System Risk, 

that systemically important systems should publicly disclose self-assessments of 

compliance with the Core Principles. For CLS these can be found at:

http://www.cls-group.com/About/Documents/CLS%20Bank%20-%20Core%20

Principles%20Assessment%20(Dec2007).pdf

Finally the CLS system is compliant with the “Interagency Paper on Sound Practices 

to Strengthen the Resilience of the US Financial System” jointly published by the 

Board of Governors of the Federal Reserve System, the Office of the Comptroller of 

the Currency and the Securities and Exchange Commission in the United States in 

April 2003. Synchronous, out-of-region data centres were commissioned in 2008 to 

further improve resiliency.

http://www.cls-group.com/About/Documents/CLS%20Bank%20-%20Core%20Principles%20Assessment%20(Dec2007).pdf
http://www.cls-group.com/About/Documents/CLS%20Bank%20-%20Core%20Principles%20Assessment%20(Dec2007).pdf


The FX market functioned without disruption throughout the periods of heightened 

market stress over the last two years. However, FX liquidity was impaired during 

the second half of 2008 (this was most pronounced for FX forwards and swaps) 

suggesting that market participants remained concerned about their counterparty 

exposures. Market confidence started to improve in early 2009 and FX liquidity has 

gradually picked up. 

Following the Lehman bankruptcy in mid September 2008, FX transaction volumes 

grew markedly as exchange rate volatility increased and market participants began to 

deleverage and unwind their risk positions. Consequently, the automated processes 

within banks and CLS were required to process unprecedented volumes. CLS settled 

a new peak volume of 1.5 million instructions on 17 September and a total of $USD 

26.5 trillion and 4.4 million instructions during that week.

Throughout the period before, during and following the collapse of Lehman Brothers, 

the CLS settlement service performed as designed with no settlement failures. The 

Lehman Brothers collapse itself was handled smoothly within CLS, with few FX deals 

where Lehman was a counterparty being rescinded or cancelled. CLS settled in 

excess of $150 billion of trades to which Lehman was a counterparty during the week 

of the bankruptcy. 

During the past year, CLS data has been an invaluable tool for its supervisors 

providing real-time, detailed information on positions, flows and market conditions. 

Recent market events
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