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The Transition to T+1 Settlements: What it Means  
This change enhances the efficiency and stability of the financial markets 

Next week marks a significant milestone in the 

securities industry: the standard settlement cycle for 

most broker-dealer transactions will shorten from two 

business days after the trade date (T+2) to just one 

day (T+1). This transition begins on Friday, May 24, 

and Tuesday, May 28, will be the first trading day 

operating under the new T+1 timeframe. On 

Wednesday, May 29, we will experience a double 

settlement day, with trades from both Friday and 

Tuesday being settled.  

This change involves many moving parts and a 

substantial effort from operations professionals across 

the industry. The shift to T+1 brings several notable 

benefits, especially for investors and broker-dealers. 

Reduced Risk in the System 

One of the primary reasons for shortening the 

settlement cycle is to reduce risk. Currently, the time 

between the trade date and the settlement date is two 

days. This interval allows for various risks to manifest, 

including counterparty risk, market risk, and credit 

risk. By reducing the settlement period to just one 

day, we effectively cut these risks in half. The shorter 

timeframe limits the window of exposure to potential 

market fluctuations or counterparty defaults, thereby 

enhancing the overall stability of the financial system. 

Decreased Capital Requirements and 

Increased Liquidity 

Faster settlement cycles also lead to decreased daily 

average capital requirements. Under the T+2 system, 

broker-dealers must hold significant capital to cover 

their open positions until settlement. This capital, tied 

up in the settlement process, could be used more 

effectively elsewhere. By moving to T+1, firms can 

free up this capital sooner, allowing them to deploy it 

in more productive ways. This shift not only enhances 

the operational efficiency of individual firms but also 

increases liquidity in the broader financial system, 

facilitating smoother and more dynamic market 

operations. 

Driving Innovation and Efficiency 

The transition to T+1 is more than just a procedural 

change; it represents a catalyst for industry-wide 

innovation and modernization. Such a large-scale 

project necessitates improvements in technology, 

automation, and process efficiency. As financial 

institutions prepare for the T+1 cycle, they are driven 

to streamline their operations, adopt cutting-edge 

technologies, and implement more resilient systems. 

These advancements lead to a more robust and 

efficient financial infrastructure, benefiting the entire 

ecosystem. 
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Industry-Wide Preparation 

The move to T+1 settlement is a testament to the 

industry’s ability to collaborate and adapt. Financial 

institutions have been working diligently to ensure a 

smooth transition, involving countless operations 

professionals and meticulous planning. This collective 

effort underscores the industry's commitment to 

continuous improvement and resilience. 

The Modern Financial Landscape  

The shift to T+1 settlements is a positive development 

for broker-dealers and investors alike. By reducing 

risk, decreasing capital requirements, and driving 

innovation, this change enhances the efficiency and 

stability of the financial markets.  

As we navigate the transition period, the industry’s 

preparedness and dedication will ensure a seamless 

and beneficial shift to the new settlement cycle. 

Investors and clients can look forward to a more 

secure, liquid, and dynamic marketplace, reflective of 

the modern financial landscape. 
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