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Overview of presentation

• Gross v net settlement

• WAG recommendation

• How net settlement could work



Gross v net settlement (1)

• Gross settlement:

• Party X can get both a payer and a payee invoice

• Pay payer invoice at 2pm and receive payee funds at 4:30pm

• Net settlement: 

• Each party receives either a payer or payee invoice, not both

• Payers pay 1st, then payees receive funds

• Major advantage: easier cash management

• Net settlement may be more common overseas



Gross v net settlement (2)

• Key difference is in who bears short term residual 
credit risk (STRCR)

• STRCR is the risk after set off and immediately available 
prudentials

• STRCR is not affected by gross/net settlement

• Allocation of STRCR can be re-allocated later by re-invoicing, 
but this could be administratively complex

• STRCR can be allocated only to payees (although flexibility 
within that)

• Gross settlement: STRCR to gross payees

• Net settlement: STRCR to net payees



WAG: Partial net settlement

• Partial net settlement is intended to:

• Capture most of the cash management benefits of net 
settlement

• While retaining the existing allocation of STRCR

• What is it?

• Allow netting between payer and payee invoices up 
to the point where there is just sufficient value on 
payee invoices to fund the largest planned 
prudential risk with existing allocation of STRCR

• Introduction of FTRs is a complication



How partial net settlement 
could work



Settlement summary (current)



FTR data



Adding FTRs to settlement data



Settlement summary (after FTRs)
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Any questions/comments?


