8th ASEAN+3 Bond Market Forum (ABMF) Meeting

Makati Shangri-La Hotel, Metro Manila, Philippines,
17 - 18 April 2012

DATE & TIME PROGRAM
17 Apr 2012 DAY 1: ABMF Sub Forum 1 (SF1)
08:30 — 09:00 | Registration
ABMF SF 1
] ) Welcome Remarks by Commissioner Ma. Juanita E. Cueto, Securities and
09:00 — 09:10 e I
Exchange Commission, Philippines
09:10 - 09:20 | Opening Remarks by SF1 Chair (Mr. Tetsutaro Muraki, Tokyo-AlIM)
Session 1: Developing common bond issuance program (Part 1)
i . - Presentations by Prof. Shigehito Inukai, ADB consultant, and others on the
09:20 — 10:20 .
issues and approaches
- Comments on Research and Discussion Issues by KOFIA
10:20 — 10:40 | Coffee break
10:40 — 12:00 Session 2: Developing common bond issuance program (Part 2)
-Qand A
12:00—- 13:30 | Lunch Break (hosted by BAP, Makati A-B)
Session 3: (Information session) : Mapping National Scale Ratings
13:30 — 15:00 Across Sovereigns in Asia
) ) - Presentation by Mr. Faheem Ahmad, ACRAA
-Qand A
Session 4: (Information session) : European Experience on developing
15:00 — 16:00 | ross-border bond transactions’ post-trade harmonisation
' ' - Presentation by Boon-Hiong Chan, Deutsche Bank
-Qand A
16:00 — 16:20 Coffee break
Session 5: (Information session) : Information on Other Issues
- Case Study on TPBM: ING N.V by Mr. Kazuhiro lida, Tokyo AIM, Inc.
16:20 — 17:20 | - Current Issuance Window in the Japanese Bond Market by Ms. Reiko
Nobuhiro, Nomura Securities, Co., Ltd.
-Qand A
Session 6: Other issues of SF1
17:20-17:50 | Updates and management of phase 1 reports (Mr. Seung Jae Lee)
' ' - Dissemination of the phase 1 reports (Mr. Matthias Schmidt)
-Qand A
17:50 — 18:00 | Wrap up by ADB Secretariat (Mr. Seung Jae Lee, ADB Secretariat)
18:00 — 18:10 | Closing Remarks by SF1 Chair (Mr. Tetsutaro Muraki, Tokyo-AIM)
18:30 — 20:30 Cocktail dinner hosted by PDS Group

(Banquet Hall & Mabini, Milkyway Restaurant)
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8th ASEAN+3 Bond Market Forum (ABMF) Meeting

Makati Shangri-La Hotel, Metro Manila, Philippines,
17 - 18 April 2012

DATE & TIME PROGRAM
18 Apr 2012 | DAY 2: ABMF Sub Forum2 (SF2)
08:30 — 09:00 | Registration
ABMF SF2
09:00 — 09:10 | Welcoming Remarks by Mr. Noritaka Akamatsu, Deputy Head of OREI, ADB
09:10 - 09:20 | Opening Remarks by SF2 Chair (Mr. Jong Hyung Lee, KSD)
Session 7: Focus of Phase 2 activities (Part 1)
09:20 —10:40 |~ Presentation by Dr. Taiji Inui, ADB consultant
' ' - Others on the issues and approaches (Mr. Shinji Kawai, ADB secretariat)
- Philippine transaction flow by Mr. Antonino A. Nakpil, PDS Group
10:40 —11:00 | Coffee break
11:00 = 12:00 Session 8: Focus of phase 2 activities (Part 2)
-Qand A
12:00 — 13:30 | Lunch Break (hosted by ADB, Manila A-B)
Session 9: (Information session) : Database for managing standards and
20 1A market practice
13:30-14:30 ) | Presentation by Alexandre Kech, SWIFT
-Qand A
Session 10: (Information session) : Information on other issues
- Recent progress in LEI discussion by Mr. Taketoshi Mori, The Bank of
14:30 — 15:30 Tokyo Mitsubishi UFJ Ltd.
’ ' - Supplementary information on LEI by Ms. Rebecca Turner, Asia Securities
Industry & Financial Markets Association (ASIFMA)
-Qand A
15:30 — 15:50 | Coffee break
Session 11: Other issues of SF2
1550 — 16:20 |~ Updates of phase 1 reports (Mr. Seung Jae Lee, ADB Secretariat)
' ' - Dissemination of the phase 1 reports (Mr. Matthias Schmidt)
-Qand A
Wrap up session
16:20 — 16:50 th;;e work plan and Wrap up (Mr. Seung Jae Lee, ADB Secretariat)
16:60 —17:00 | Closing remarks by SF2 Chair (Mr. Jong Hyung Lee, KSD)
17:30 — 20:30 Dinner hosted by Bureau of the Treasury
: : (Plaza Moriones, Fort Santiago,Intramuros)
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V.12R
Kindly refer to Questionnaire for
corresponding subjects

SF1 - Developing a

Common Bond Issuance
Program ("AMBIP")

Prof. Shigehito Inukali

ADB Consultant

8th ABMF Meeting, Manila, Philippines
17 April 2012



Phase 2 Activities — SF1

From the Representations at ABMI TF3 Meeting
Siem Reap, Cambodia, 2 Mar 2012

by ADB Secretariat

m Objective to achieve

m Approach
m Participation of regulatory authorities to ABMF



" A
Phase 2 activities —
m  <QObijective to achieve by the end of 2013>

a Focusing on professional Securities/Bonds

markets (we may call it Asian QIB Market or AIR-PSM: Asian Intra-
Regional Professional Securities Market)

v which waive full-disclosure requirement for ordinary
public offerings across jurisdictions

QO Introducing Regionally standardized bond
issuance program, with step by step approach

v Make it possible issuing bonds in any participating
economics with standardized documentation /
disclosure procedure

v Make it possible to sell and buy across borders among
Professional Investors regardless of the issuance and

selling location within the participation economies \



Phase 2 activities — SF1

m  <Obijective to achieve by the end of 2013 >

O  We call it Asian Multi-Currency Bond Issuance

Program (AMBIP)

/

General Investors Market
Including Retail Sector

e



'_
Phase 2 activities — SF1

m  <Obijective to achieve >

0 Ultimately, we will create integrated intra-
regional professional securities market!




'_
Phase 2 activities — SF1

<Approach : Mutual recognition>

v" Restriction on QIB in jurisdiction A to invest in resident A issuers’ bonds issued in professional
market in jurisdiction B to be exempt and vice-versa.

v" Restriction on QIB in jurisdiction A to invest in resident B issuers’ bond issued in professional
market in jurisdiction B to be exempt and vice-versa.

v' Restriction on QIB in jurisdiction A to invest in bonds of resident C issuers’ bond issued in
professional market in jurisdiction B to be exempt and vice-versa.

v Resale (secondary market transactions) of the bonds between professional markets in
jurisdiction A and B shall not be restricted.




" A
Phase 2 activities — SF1

m <Approach : Bilateral or Multilateral>

Q The scope and key contents of AMBIP to be
discussed collectively in ABMF SF1

Q Based on the collective discussion in ABMF,
members can choose the actual way of
realization of the collectively agreed AMBIP

v If they prefer to realize it through multiple of bilateral
networks, it could be also considered

v If members are comfortable, then it can be realized as
multilateral format among participating economics



" A
Phase 2 activities — SF1

m <Participation of regulatory authorities to ABMF>

Q Participation of regulatory authorities would be
key success factor of AMBIP discussion

v To discuss the concept of QIB as Professional
Investors who are eligible to purchase Asian Multi-

Currency Bond Issue in the regions and economies
under AMBIP

v To standardize bond issuance procedure

v To discuss selling and buying restrictions on Bonds
issued under AMBIP in reference to Asian QIB

QO Need strong support from ASEAN+3 members to
invite requlatory authorities to ABMF



Agenda for Sub-Forum 1



" A
Agenda for Sub-Forum 1

Phase Il - Key Principles

Phase Il - Detalls

SF1 Questionnaire

Proposed Timeline

Proposed Market Visits / Schedule
Next Steps

Questions & Answers Session

SECECORBCOMCEOMNS

10



@ Phase Il - Key Principles

« Use of data collected in Phase | (Market
Guides and Comparative Analysis) to the
extent possible

* Try to limit time of and impact on members
and market visit participants

 But crucial to establish detailed additional
information not previously surveyed in
Phase |

11



" A
@2 Phase Il - Details

2-1: Key Objective

2-2: Areas of Discussion

2-3: Key Target Outcomes

2-4: Proposed Activities

2-5: Major Focal Points

2-6: Forms of Output (Outcome)

12



"
2-1: Phase Il - Key Objective

 ABMF SF1 Phase Il work will include research,
discussions and assessments of similarities
and distinctions in current and necessary
levels and qualities of disclosure,
documentation, issuers, professional investors,
underwriters and other intermediaries.

* This to determine how to best connect the
domestic professional securities markets
among the jurisdictions in the region.

13



" A
2-2: Areas of Discussion

« Laws and regulations, as they influence the
professional and ordinal bond issuance
process in each market or jurisdiction

« Market practices as they inform / determine the
professional and ordinal bond issuance
process

» Divide questionnaires into three layers based upon development
stage/uniqueness of the markets and show proper guidance to
make questionnaires as easy as possible

14



"
2-2: Key Areas of Discussion |

1.

2.

3.

Recognize the common denominator(s) of the concept
of (a) professional investor, (b) sophisticated investor,
(c) qualified investor, (d) accredited investor, (e) QIB, (f)
specified investor, (g) institutional investor, (h) HNW, (i)
other/similar definitions in relation to item 2

> Intention to create compatibility matrix based on Comparative Analysis and responses to SF1 Questionnaire

Mutually recognize “exempted” market or “exempted”
transaction conditions, in particular “private placement”
concepts + “hybrid regime”

>  Intention to create compatibility matrix based on Comparative Analysis and responses to SF1 Questionnaire

Investigate “transfer restrictions” in primary market
distribution and secondary market resale

15



"
2-2: Key Areas of Discussion I

4. Standardize level of disclosure information / disclosure
rules in the professional market or the exempt market

5. Type of suitable securities for professional market
(Current + market in the future )

6. (Professional) Participants / participants’ code of
conduct based on professional market or exempt
market as per your regulatory environment
(Regulations / SRO rules / other determinants)

/. Status quo and aimed direction of investor protection /
enforcement

8. Status quo and aimed direction of “function of bond
market related self-regulatory organization(s)”

16



" A
2-2-8: Bond Market related SRO

« Name of the bond market related SRO

* Year Established

« Background of the establishment of SRO

« Purpose of the SRO

« Law establishing the legal basis of the SRO’s activities

« Contents of the articles of incorporation (for the details of bond-related
operations of SRO)

 How and in what areas does SRO compliment regulator
« The contents of self-regulation / SRO‘s functions in each market
« Summary of the SRO Rules related to each market

(This and previous item related to public offering (primary and secondary) and exempt market / hybrid market)

« Detalils of the enforcement (on what or to whom)
« Number of institutions to be covered (and how many people)
 How many people are there in self-regulatory division?

17



"
2-3: Key Target Outcomes

Standardized issuing program related documentation, and
terminology related to offering memorandum or similar
concept

» E.g., need to be mindful of terminology, since public offering =
‘offering circular’, and non-public offering = ‘offering memorandum’,
even though contents are the same

Standardized “new issue underwriting procedures”

» Above outcome will be pursued in line with the progress of the
actual issuance process.

Feasibility of secondary market making and standardized
rules and practices for secondary market making

Synchronized concept of ‘eligible issuers’

18



S
2-4: Proposed Phase Il Activities
by the end of 2013

 Invite regulators. (For mutual / multi recognition)

« Utilize Focal Group Meeting to define, progress and test
research approach and materials — via video-conferencing
hosted by Waseda University (commenced 29 March 2012).

« Conduct a study to examine market needs for standardized
bond issue for professional market through questionnaires and
markets visits.

« Conduct research and discussions on specific focus areas, plus
guestionnaires and market visits (details in following slides).

« Consider an implementation of the program and a pilot issue.

« And hopefully, launch a pilot issue based on the bond issuance
program (AMBIP).

19



" A
2-5: Major Focal POintS by the end of 2013

2-5-1: Internal/external pre-approval process

2-5-2: Internal/external approval process

2-5-3: Live listing process on a professional market in the region
2-5-4: Application documents for internal/external approval

(list of documents and substance of each document)

The above is envisaged to be an important first step because subjects would generate
output quickly for the deliberation of the markets on what each regulator could consider
for (necessary) changes already while we continue to work on other subjects.

2-5-5: Issuance timeline (time to market)

2-5-6: Issuing process: time window parameters

2-5-7: Post-issuance process

2-5-8: Intermediaries

2-5-9: Related infrastructure (settlement / clearing, etc.)

2-5-10: Others 20



"
2-5-1: Pre-Approval Process

« Study, Describe process for issuing professional securities:
a. identify participants (e.g. issuer, underwriter(s))
b. clarify the meaning of their (Regulator(s), Exchange, SRO(s), Foundation Law
(such as companies act), etc.) requirements
c. identify intermediaries (also see Intermediaries below)
d. identify application requirements (including disclosure requirements)
- laws and regulations
-+ requirements from Regulator(s) / Exchange / SRO(s), etc.
e. identify market(s)/segment(s) to issue in
.- By comparing markets on their features in each jurisdiction

Generally, SF1 only assumed exempt securities and/or exempt market for
professional investors; therefore it is said that the market has been already identified

- But, in some cases, an exempt scheme may exist without a professional market
OI}7 the other hand, there may be a ‘professional’ market without such exempt
scheme
> Expected outcome: Comprehensive description of pre-approval
process in text and graphics

« Describe Validation Result: Here, crucial to apply, and
validate, Phase | knowledge (BMG and CA)

21



" A
2-5-2: Approval Process

* Document internal/external approval process, if any, e.g.,

« Iidentify documents required, such as
a. financial documents
b. official forms/submissions
« concrete approval procedures (other than apply documents)

« general approval terms and conditions, e.g.,

v' cost: - absolute fixed rate / - spread over index such as Libor
v' amount: guidance/rationale for deciding min. and max. amounts
v' maturity: rationale of approval on length of life of bond, etc.

« approval timeline (how long approval lasts, valid from when, etc.)
« identify parties (which regulator(s) to submit to)

« Describe Validation Result: Here, crucial to apply, and
validate, Phase | knowledge (BMG and CA)

22



" A
2-5-3: Live Listing Process on
a Professional Market

 Accompany / research / study a live listing
process on a professional market during ABMF
Phase Il. This would provide tremendous input
into ABMF discussion, for both SF1 and SF2.

« Available for consideration: Singapore SGX-ST,
SE Hong Kong, Japan TSE (TOKYO PRO-Bond
Market), Philippine PDEX.

23



" A
2-5-4: Application Documents

 Internal/external application documents for approval
(e.g., list of documents and substance of each document)
a. What reports?
b. Which forms?
c. What conditions?

-- may apply in each of the above process(es).

« Compare the actual standard submissions by market
(e.g., compare professional investors market and retail
market)

* To identify the actual party to which issue documentation

will need to be submitted/filed for approval
(e.g., just submit to notify or need to be filed?)

24



Sample: Documentation List (1)

(just for reference)

No. IDocuments Signer Submit to

Issuerrelated
1-1 Certified Copies of constitutional documents, lssuer Arranaer

.............. Rules of Board of Directors or No Change Certificate . [ 70 g
1-2 Translation of constitutional documents, lssuer Arranaer

.............. Rules of Board of Directors . g
1-3 Copy of Board Resolution of Programme Issuer Issuer Arranger
1-4 Translation of Board Resolution of Programme Issuer Issuer Arranger
1-5 Copy of Board Resolution of Programme guarantee Guarantor Arranger
2-1 Certified Copy of Registry Certificate Issuer Arranger

..... 22 [Translation of Registry Certificate . . ... [fssuer ... JAranger ...
3 Power of Attorney Issuer, Guarantor, Dealer Arranger

...... AT s S s

Confirmation of Receipt of Master Temporary Bearer Global Note
and Master Permanent Bearer Global Note (in the case of Bearer

Confirmation of Reciption of master copy of Global Note in
registered form (in the case of Bearer form)

Operating & Administrative Procedures Memorandum




Sample: Documentation List (2)

(just for reference)

Certified Copy of Board Resolution or Officer's Certificate ( including
associated documents )




Sample: Documentation List (3)

(just for reference)

Loqal opiiion 7 Gomfor Teffr /T T T
TR Op|n|on of Issuers Legal C ounsel ....................................... ILC ...................................... Ar ranger ...........................
g Op|n|on of DealersLegaICounseI ....................................... DLC ..................................... Arranger ...........................
g ArrangementLett .e.r ........................................................ Aud Issuer Arranger ................ Aud . IssuerArranger ............
RPIUE ComfortLett er ............................................................. Aud ...................................... IssuerArranger ...................
Others

28 S|gn|ng Agenda ............................................................ IR SRR
30 [process Agent Appoinment Letter  llssuer, Guarantor | [ProcessAgent

! Copies of Rating Confirmation Letters - Arranger




B
2-5-5: Issuance Timelines

« Key consideration as “time to market”

« This is a crucial point for issuers to select their issuance
market since it would have to gel with the financing needs.

« 3 separate timelines for consideration:
From begin of preparation work to issuance
From submission of documents to approval
From official approval to market

Others, if any

Qo oo

» Expected outcome: elapsed time parameters, as graphs

28



"
2-5-6: Issuance Process: Time
Window Parameters

« Considered significant by issuers
» Could be key market indicator

* E.g., Japan considers this a market limitation

(1) Public bond offering process shall not involve Quarterly earnings announcement
required by Stock Exchange and filings of quarterly reports and annual securities report
required by Financial Instruments and Exchange Act between the launch date and
payment date. This has been the long-lasting current practices of Japanese public
bonds new issue market. (This is becoming a world-wide trend)

2) The company, which has made a shelf-registration for the public bond issuances, is
subject to due diligence by dealers on disclosure documents (quarterly reports and
annual securities report which constitutes part of public bond offering prospectus)
whenever and every time these are filed with FSA. Until the due diligence is over, the
issuer can not launch new public bond offering under new financial disclosure. The due
diligence usually takes about one to two weeks.

» Expected outcome: issuance days parameter(s)

29



" A
Example in Japan:
Public Issuance Days (Time Window)

Parameter

- B G Btfka g 0 2277
TRELESD | mtenn BaRT L
% 5 % m 5 = m
Fabe g i) g 1=12 1x 1 2x
Lo 5 £ Qg £ 8
AT Va2l % il g ® g =
s Zig i3 e
B o B % = #F B
DipaE  fEEy BiRiaH DR BsR5EE
e IR BELoA—F R T E
wiEs( x4 | —— - S—r - S -

© e~0 O O © O O O

Actual issuance of bonds are possible only within @ and © time windows
for domestic issuers.



" A
2-5-7: Post-Issuance Process

« Key considerations:

« Continuous disclosure requirements (updating
financials, material events, etc.)

 Actual documents required
« Other considerations

» Expected outcome: determination of similarities in
actual requirements; description of convergence
of distinctions towards proposed common practice

31



" A
2-5-8: Intermediaries

« Key considerations
« Which parties need to be involved?

« Expected to cover accountants, brokers, custodians,
law firms, trustees, underwriters, other related parties

« What are the qualifications imposed (e.g. licensing)?

» Expected outcome: comprehensive list of intermediaries
and their expected qualifications
This can be checked with/against SRO member qualifications...

» Desired outcome: for nascent markets to understand
which licensing/registration or other qualification
procedures exist elsewhere and which to adopt.

32



" A
2-5-10: Other Requirements (1)

1. Comfort Letter or similar requirement

« A Comfort Letter is not an application document for
approval, unless required by law or regulators.

« A Comfort Letter or similar is typically driven by market
parties, and issued by independent assessors
(e.g., US SAS72 for underwriters; global custodians
typically prescribe SAS70, or FRAG21) or a suitable
international organization (e.g. ICMA), Auditing and
Assurance Practice Committee Report No.68 “the
comfort letter” for Japanese resident public bond
offering by Japan Institute of Certified Public
Accountants)

33



" A
2 5-10: Details on Comfort Letter

In February 1993 the American Institute of CPAs auditing standards board issued
Statement on Auditing Standards no. 72, Letters for Underwriters and Certain Other
Requesting Parties. The new SAS, which supersedes SAS no. 49, Letters for Underwriters,
is effective for comfort letters issued on or after June 30, 1993. SAS no. 72 was issued to
clarify who is entitled to obtain comfort letters and to address changes in related
authoritative auditing literature. This article should help both CPAs and parties requesting
comfort letters understand when such letters may be provided and, when the SAS no. 72
criteria for providing a comfort letter are not met, what other services CPAs can provide.

« SAS70 ( Statement on Auditing Standards No.70 )

« U.K. version of the SAS70. 7 June 2006, Following a long consultation process and
considerable deliberation the Audit and Assurance Faculty of the Institute of Chartered
Accountants In England and Wales has now issued new guidance "Assurance Reports on
internal controls of service organizations made available to third parties" AAF 1/06 which
supersedes FRAG 21/94. The guidance is available on the ICAEW website.

Whereas FRAG 21/94 was primarily utilized by custodians and investment managers, the
new guidance has been specially developed for a range of financial services including
pensions administration, property management, fund accounting and transfer agency. The
technical release is effective for periods ending on or after 31 March 2007. However,
service organizations and reporting accountants are encouraged to apply this guidance
before that date as best practice.

34



- S
2-5-10: Other Requirements (2)

2. Due diligence practice.

3. Documents for underwriting new issue exempt securities for
professional investors - but not application documents for
approval, such as: offering memorandum, subscription
agreement, conditions of the bonds, legal opinion, etc. and
documents for other relevant intermediaries.

4. Notification documents to be delivered to professional
iInvestors in order to observe selling restrictions or resale
restrictions, such as notification, if any.

5. Transfer restriction agreements among issuer, underwriters /
dealers and professional investors, if any.

35



2-6: Forms of Output (Outcome)

« The output could be in matrix form, in addition to text.
« Landscape, rather than portrait format

A Owverall Assessment — Sound and Eobost Market Infrastrocture Table 3.21 Korea Treasury Bonds Futures Trading Svstem
Al of the 10 senurities markets rovered under this research project have balli robmst
market infrastructires, nchading legal and operational wysiems o ssnure fransartion 10 year KTB Futures | 6 yoar KTE Futures 3 year KT8 Futures
i thae dametic bond marle over the put 10 yoar Underiyrg et 100 e KT wish T noupon rate 5 yoer W with 5% ooupon min 5 yoor KTGs wih 5% ooupon mie
(Frases v W0 mniliors) (oo wnites W00 e (Fsoes vt WD mullion)
In almast ol markrts, hey lgal and regulatory frameworks and related systems e | Temdrg urt Faron vk W00 milion Fon veiua WA milion Fooe ke WIDO mbion |
i place. The frolicwing tablen detal sorme o the featiares ol thes key bond-market = T — - 1
Infrastructares ok e oo | oo LT
Tick vk W1G,000 WIOLOOD WADO00
Fuo natance, & cloar defiation of ssrurities (eads) i corsidered o b a fundamental | = 200,000,000 = 0.00 = 11000 (= 100,000,000 » D.01 4200} f= 100,000,000 = 004 % 171000
Ioase andd enndition for the seund development of the band market. Most of the Temitg hca s 00 mm - 3% pom Sfam - 318 pm am -8 pm
jurssdictions have 3 specific definstion of securities, or are strving to huther improve {last tracding dey: {lLezst g e (Lot traching cleny:
o charify the defimtion of secarities B00 mm — 11590 ) 200 aum, — 11:30 ) SO0 . - 1130 am)
; Coriract month cyoks aroh, b, Sapternbsr, and Mk, June, Sophamber, ard [T ——
Table 1.2 Exiatence of a Clanr Definitian of Secuifties [Bonds [Lisind 4 D e ) [ o o ! D e [
Lt troschryg chomy Mmunmm Thared Tisasclany of thes corfsart mori Thar] Ussarlary of (e cxartmck el
Pﬁn.hqw.l o eyt ey e Oy ek Dy gl s Pty o, T (st e el g i o |Final Saftiermant dexyi (e et busirass diy folowng the ftha nast inminess: ey folowing the i mast busiress dey followng B
e, s o e b e o e, sepeing ot sy, i, g of ety ot e ey 141) It travching ey 144) st g ey £4-1]
T el o of il ot 1 e Sl L 0 I, e e s R, Sattlerra mathod nsh pattherment Camshy psttieerrmt Cmh saiiamees
Tou e, o e g ot wal o 11wl iy e O bk Dty e et ] o | Hore: | ind
vezgrend by Chies Cound it ey of £ [ u-mu_a-umnsuul.- Dueteen y o+ 2 | - + 1.8
b1 1 ey A 1 o e 1 g T e s o e o L e Lt s s - o vt Boss price + 2. 7% Dasa priw = LOW I By prioy: & 1.0%
[ e Lewrwh datn 25 February 2003 [ 23 Mughast 2003 [ 20 Septomber 1500
Horghorg, Cwm | o biruda s b e S g By ek 5 u-;;mmhlmhmlwuﬂnmun G Wonm Fechangs

e ot o, v, P | g P s AL i dororn My i e b (8] ey
o, ety M.t of s ot P o Siction Pt dtearm 5708 o o Bt el
Fottrm Comramen 554
ek o ccbentce o P e el 58 s . gl !t Bl 1 o vl o by Cukh
v ey o o g, ey rote S s, W bl o ey

T s tans ad st Eerrymry L fewamsn, g o oo S 3 o .
Aeicten o et o cey s
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" A
2-6: Forms of Output (Outcome)

- The output for the stated expected outcomes
could initially be in matrix form, later also in
detailed text form across all discussed subjects.

- This would be closer to the Phase | Comparative
Analysis style but should probably be done in
Landscape format, in order to allow sufficient
space for all the crucial points per country /
jurisdiction and by topic in the same row and,
preferably, on the same page.
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" A
® SF1 Questionnaire

- SF1 questionnaire draft format ready for
member in-principle approval by 8" ABMF
Meeting in Manila (17-18 of April).

- Completion, dispatch after member
feedback included

. See separate handouts provided

38



"
SF1 Questionnaire Approach

Decision 1 — Organization by stage /
uniqueness of development:

» Jurisdictions with existing professional (exempt
regime) market (Singapore, Hong Kong, Japan,
Malaysia, Thailand and Philippines)

» Jurisdictions without existing professional market
(Indonesia and Viet Nam), and

« +2 countries (China, Korea).

39



SF1 Questionnaire into 3 Layers

SilliE! (Unique: Inter-Bank)

Hong Kong, VYes

China

Indonesia No

Japan Yes

Korea (QIB Mark'et will be
launched in 2012)

Malaysia No

Philippines No

Singapore  Yes

Thailand No

Viet Nam No

Yes

Yes
Yes

Yes
Yes
Yes
Yes

No No
Yes

No No
Yes
Yes

Yes
Yes
Yes
Yes

No Stipulated in Law
but not regulated

Group C
Group A

Group B
Group A
Group A’

Group A’
Group A’
Group A
Group A’
Group B

40



"
SF1 Questionnaire Approach

Decision 2 — Organization by ‘workload’:

Provide comprehensive Questionnaire in single
instance, OR

Provide Questionnaire in several installments

over project period, e.g.
a. Start with documentation as quick-to-conclusion topic
b. Then, focus on issuance process description, etc.
c. Close with intermediaries, etc.

» Nominate a Hub-person (Market ‘Champion’) in each
jurisdiction for making integrated answers, who can
coordinate questionnaire responses and market visit.

41



@ Proposed Timeline |

8th ABMF Questionnaire Questionnaire Begin Market %th ABMF
Meeting Sent to Members  Received Back Visits Meeting
17/18 April 30 April 24 May 10 June 22 Aug 4-6 Sept
Complete Plan Market Visits, Review Responses,
Questionnaire Response to Q Define Follow-up

42



® Proposed Market Visits Schedule

For SF1/SF2—AIl Underlined visits will be executed by SF1 and SF2 altogether.

MALAYSIA
10Jun-13Jun
11M,12T (2 days)

THAILAND
24June-27June
25M,26T (2 days)

KOREA
08Jul-11Jul
09M,10T (2 days)

CHINA(SH

22July-25July
23M-24T (2 days)

Singapore
13Jun-17Jun
14T ,15F (2 days)

INDONESIA
27June-30June
28T,29F (2 days)

PHILIPPINES

05Aug-08Aug
06M-07T (2 days)

Viet Nam

19Aug-22Aug
20M,21T (2 days)

JAPAN
11Jul-15dJul
12T,13F (2 days)

CHINA(BE

25July-28July
26T-27F (2 days)

Hong Kong
08Aug-11Aug
09T-10F(2days)
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Proposed Market Visit Approach

« Grouping
o Possible grouping into markets that ADB team wants to
hear/learn from, and those that would want to learn from others

o Comparable stage of market development as practical approach
o Proximity of markets a consideration

« Max. 3 markets / economies in a single trip
o Target of max. 3 markets to ensure efficiency, lessen fatigue
o Subject to ABMF budget, holidays and other conditions

 Starting with Malaysia
o To build on case studies shared at Hong Kong meeting

« Creation of Market ‘Champion’ in each jurisdiction
o Able to coordinate visits, questionnaire responses
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»
Considerations for Market Visits

* The same schedule applies to SF1 and SF2
 Members’ and experts’ availability is key

* Follow-up with suitable market visit 2011
participants (e.g. < custodians, > law firms)

» Other places to visit (possibility of additional visits)
o Brunei, Lao PDR, Cambodia, Myanmar

45



"
® Next Steps [until Korea meeting in Sept]

« Take in Members’ feedback

Complete SF1 Questionnaire

Send Questionnaire, introduction to Members
» Decide on Market Visits timeframe

* Review, process Questionnaire responses

* Prepare follow-up subjects for Market Visits

* Review, process Market Visits learning

Start documenting findings
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» B
@ Questions & Ahswers

After the coffee break...

Please let us have your views.

Thank you for your kind attention and feedback!
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Prof. Shigehito Inukai

Faculty of Law - Waseda University
1-6-1 Nishiwaseda, Shinjuku-ku
Tokyo 169-8050

Japan

Office +81 3 3202-2472
Mobile +81 80 3360-7551
shige.inukai@me.com
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sessionl Prof. Inukai (SF1 Questionnaire).docx (as at 13/April/2012)

Questionnaire Format for Phase 2 of ABMF Sub Forum 1 (draft v6)
8™ ABMF-SF2, 17 April 2012, Manila

For all National Members and Experts: Answered Questionnaires should be sent back to ADB Secretariat by 30 May 2012

Contact person (‘*Champion’)

Institution

Mailing address

Phone number

e-mail address

Alternate person_1

Institution

Mailing address

Phone number

e-mail address

Alternate person_2

Institution

Mailing address

Phone number

e-mail address
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®  Introduction:
Scope of the Phase 2 activities of ABMF SF1 was reported to and approved by ABMI TF3 Meeting on 2 March 2012 in Siem Reap, Cambodia.

B General explanations of the questionnaire:
Please refer to Prof. Inukai’s explanatory material for the 8" ABMF Manila meeting “SF1 - Developing a Common Bond Issuance Program
(CAMBIP")” for details. The numbering of topics in this questionnaire is consistent with the above explanatory material.

B Proposed Questionnaire schedule:
> In principle approval for Questionnaire: 8" ABMF Manila Meeting, 17/18 April 2012
> Questionnaire to be sent to Members: 25 April 2012
» Questionnaire received back to ADB Secretariat: 30 May, 2012 through the nominated ‘Hub person (Champion)’ in each jurisdiction.

®  Submission format:
Submission of the Questionnaire is envisaged as a Word file for the convenience of each respondent.

(ADB will improve the format later.)
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Contents :
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27275 SUILADIE SECUTITIES .. .uutiiiiiiieet ittt ettt e e e sttt e e e e e e s bttt eeeeeeessaaaabbataeeeeeseesasnteaaeeeeeessaasassbeaaeeeeesssaastaeeeessssansnssssaaeeeessssnanssssnaaeeeessnnnnes 13
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B Grouping of markets:

We have made a proposed grouping of the markets based upon the development stage/uniqueness of the respective markets.

Table 1:

Jurisdiction /
Economy

China

Hong Kong, China
Indonesia

Japan

Korea

Malaysia
Philippines
Singapore
Thailand

Viet Nam

Existence - Professional
Investor-Only Market

(Unique: Inter-Bank Bond Market)
Yes
No
Yes

(QIB Market will be launched in 2012)
No
No
Yes

No

No

Existence - Exempt
Regime

No
Yes
No
Yes

Yes
Yes
Yes
Yes

Yes

No

Existence - Regulated Private
Placement

No

Yes
No

Yes
Yes
Yes
Yes
Yes

Yes

Grouping

Group C
Group A
Group B
Group A
Group A’
Group A’
Group A’
Group A

Group A’

Stipulated in Law but not regulated Group B



sessionl Prof. Inukai (SF1 Questionnaire).docx (as at 13/April/2012)

SF1 Questionnaire:

Please answer all questions to the extent possible based on your jurisdiction’s laws, regulations, guidance by the regulator(s) and/or market
practices, etc. In case you feel unable to provide a suitable answer, kindly state that in the corresponding item.

2-1-1-A: Question to Group A+A’+C: the professional market and/or exempt market:
Reference is made to the above Table 1 and the Comparative Analysis (CA) and Bond Market Guide (BMG).

Generally, “"exempt market” or “exempted market” mean a market which is exempted from a full disclosure requirement. IOSCO is using the
wording of “hybrid regime” which provides an exemption from filing requirement of a full prospectus but may require filing a simplified or
short-form prospectus or other registration/information document. They can be based on either private placement or public offering related
regulations but contain elements of both (e.g., private issue with secondary market trading). Hybrid regimes can take different forms. So we
would like to ask your jurisdiction that you have a hybrid regime or not, including the estimated extent of use of (the three of (1) public offering,
(2) pure private placement, and (3) hybrid regime) each of the different issuance regimes based on percent of total issuance.

Please describe the basic feature, legal and practical structure, characteristics, connectivity with other professional market(s) (e.g. Eurobond
market) of the professional market and/or exempt market in your jurisdiction.

We would also like to ask whether your jurisdiction has a hybrid regime or not, including the estimated extent of use of (the three of (1) public
offering, (2) pure private placement, and (3) hybrid regime) each of the different issuance regimes based on percent of total issuance.

(a) Basic feature of the
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professional market and/or
exempt market

(b) Legal and practical structure
of the professional market and/or
exempt market

(c) Characteristics of the
professional market and/or
exempt market

(d) Connectivity with other
professional market (Eurobond

market) of the professional
market and/or exempt market

(e) Other notes related to above

(f) Hybrid regime - if existing,
details including the estimated
extent of use of (the three of (1)
public offering, (2) pure private
placement, and (3) hybrid regime)
each of the different issuance
regimes based on percent of total
issuance

2-1-2-A: Question to Group A+A'+C: (a) professional market regime, (b) public offering market regime, (c) private placement
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market regime and (d) hybrid regime:
Please explain about the mutual relations among (a) professional market regime, (b) public offering market regime, (c) private placement
market regime and (d) hybrid regime in your jurisdiction.

(a) professional market regime

(b) public offering market regime

(c) private placement market
regime

(d) hybrid regime
(e) Other notes

2-1-3-B: Question to Group B: the private placement regime or hybrid regime:
Reference is made to the above Table 1 and the Comparative Analysis (CA) and Bond Market Guide (BMG).

Please describe (a/d) the basic feature, (b/e) legal and practical structure, (c/f) characteristics of the private placement regime or hybrid regime
in your domestic bond market. (g) Also describe whether that private placement regime or private placement market is regulated or not or
whether that is your policy direction or not. (h) In addition, would a hybrid regime be workable in your jurisdiction or not or would that be your
policy direction or not, and (i) If private placement is not regulated, please explain how you treat re-sale of the privately placed bonds to the
public in secondary market.

(a/d) basic feature of the private

8
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placement regime / hybrid regime

(b/e) legal and practical structure
of the private placement regime /
hybrid regime

(c/f) characteristics of the private
placement regime / hybrid regime

(g) private placement regime or
private placement market is
regulated or not or it is your policy
direction or not

(h) hybrid regime is workable or
not or it is your policy direction or
not

(i) If private placement is not
regulated, please explain how you
treat re-sale of the privately
placed bonds to the public in
secondary market.

2-2-1: Common denominator(s) of the concept of professional investor:
Reference is made to the above Table 1 and the Comparative Analysis (CA) and Bond Market Guide (BMG).
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The objective is to mutually recognize the common denominator(s) of the concept of professional investor / sophisticated investor / qualified
investor / accredited investor / QIB / specified investor / institutional investor (II) / high net worth individuals (HNW) etc.

Please describe the concept, definition, mutual differences, and relation with investment limitations, ratings, etc. in your market with the related

name of the laws and regulations, including limitation of transfer and resale and other limitations like “investment limitation” (e.g., limit of 10%

of total assets) to specific securities or securities issued via the hybrid regime or private placement regime related regulations and practices.
> Intention to create compatibility matrix based on Comparative Analysis and responses to SF1 Questionnaire

(a) Professional investor

(b) Sophisticated investor

(c) Qualified investor

(d) Accredited investor

(e) QIB

(f) Specified investor

(9) Institutional investor (II)
(h) High net worth individuals
(HNW)

(i) Others

2-2-2: Policy concept and how to formulate “exempted” market or “exempted” transaction:
Please describe the policy concept and how to formulate “exempted” market or “exempted” transaction with its conditions in details. The
Comparative Analysis (CA) and Bond Market Guide (BMG) may act as guidance.

10
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> Intention to create compatibility matrix based on Comparative Analysis and responses to SF1 Questionnaire

The policy concept and how to
formulate “exempted” market or
“exempted” transaction with its

conditions in details

2-2-3: Policy concept and details of “transfer restrictions”:
Please describe the policy concept and details of “transfer restrictions” in primary market distribution and secondary market resale in your
professional market or exempt market or hybrid regime, respectively, as detailed as possible, if any.

“Transfer restrictions” in primary
market distribution

“Transfer restrictions” in

secondary market resale

2-2-4-1: Disclosure information / disclosure rules in the professional market:

Please describe the detailed level of disclosure information / disclosure rules in the professional market or in the exempt market or hybrid regime
respectively including the key conditions for prospectus exemption. The Comparative Analysis (CA) and Bond Market Guide (BMG) may act as
guidance.
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The detailed level of disclosure
information / disclosure rules in the
professional market or in the

exempt market or hybrid regime

2-2-4-2: Disclosure standard:

Please describe the detailed level of disclosure standard — for instance, including the adoption of ASEAN and Plus Standard for Resident /
Non-Resident.

M

The detailed level of disclosure
standard including the adoption of
ASEAN and Plus Standard for
Resident / Non-Resident

Related matters

2-2-4-3: Accounting standards:

Please describe the expected or permitted level of accounting standards — including the adoption of IFRS for cross-border offerings for Resident
/ Non-Resident.

—
N
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The detailed level of accounting Yes or No.
standards - including the
adoption of IFRS for cross-border
offerings for Resident /
Non-Resident

Related matters

2-2-4-4: Auditing standards:

Please describe the detailed level of auditing standards — including the adoption of ISA for cross-border offerings for Resident / Non-Resident.

The detailed level of auditing
standards — including the
adoption of ISA for cross-border
offerings for Resident /
Non-Resident

Related matters

2-2-5: Suitable securities:

Please describe the current list of type(s) of suitable securities for professional market or exempt market or hybrid regime, if any, and any
possible policy direction for the future or a future market. The Bond Market Guide (BMG) may act as guidance.

13
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The type of suitable securities for
professional market or exempt
market or hybrid regime - current

The type of suitable securities for
professional market or exempt
market or hybrid regime — in the

future

2-2-6: (Professional) Participants’ / participants’ code of conduct:
Please describe any current (Professional) Participants’ / participants’ code of conduct arrangement situation based on your professional market
or exempt market or hybrid regime, based on your regulatory environment, in a detailed manner (Laws / Regulations / SRO rules / others).

Status quo of the concrete
(Professional) Participants

Status quo of the concrete
(Professional) participants’ code
of conduct situation based on
your professional market or
exempt market or hybrid regime
based on your regulatory
environment (Laws / Regulations
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/ SRO rules / others)

2-2-7-1: Investor protection and enforcement:

Please describe the current level and your aimed direction of investor protection including enforcement as detailed as possible — in retail market
(publicly offered market), professional market and hybrid regime. Particularly, if you could distinguish the difference in investor protection in
each market segment, as may be applicable, please describe as much as possible with references to the legal and regulatory backgrounds,
respectively.

Status-quo of investor protection
and enforcement in each market

Investment restrictions on
resident investors

Existence of clear legislation on
bond holders’ rights

Aimed direction of investor
protection and enforcement in

each market

2-2-7-2: Non-resident Investor Market Access:
Please describe the status-quo, and your aimed direction, of the Non-resident Investor Market Access.
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(a) Non-resident market access

(b) Elimination of non-resident
investor registration

requirements

(c) Removal of discriminatory
restrictions on investment by

non-resident investors

(d) Removal of discriminatory
restrictions on non-resident
institutional investors’ portfolio

composition

(e) Removal of restrictions on
non-resident LCY borrowing

(i.e. intraday credit/overnight

credit, etc.)

2-2-7-3: Withholding Tax related:

Please answer the following withholding tax related questions.

(a) Non-resident investors are “exempted from withholding tax on interest” or not?

(b) What types of domestic resident investors (e.g. banking institutions) are “exempt from withholding tax?”

(c) Is accrued interest subject to withholding tax?

(d) Domestic secondary market trading is done on clean bond basis or so-called dirty bond (non-withholding tax exempt counterparty held)
basis.

16
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(a) Non-resident investors are
“exemption from withholding
tax on interest” or not?

(b) What types of domestic
resident investors (e.g. banking

institutions) are “exempt from
withholding tax?”

(c) Is accrued interest subject to
withholding tax?

(d) Domestic secondary market
trading is done on clean bond
basis or so-called dirty bond
(non-withholding tax exempt

counterparty held) basis.

2-2-8: Self-regulatory organization(s):
2-2-8-1: status-quo and your aimed direction of “function of bond market related Self-regulatory organization(s)

Please describe the status-quo and your aimed direction of “function of bond market related Self-regulatory organization(s).”
In case you do not have domestic SRO(s) in your jurisdiction, please consider how you are going to describe the alternative functions.

17
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(a) Status-quo of “function of
bond market related
Self-regulatory
organization(s)”

(b) Related enforcement in brief
(c) Aimed direction of “function
of bond market related

Self-regulatory
organization(s)”

(c) In case you do not have
domestic SRO(S) in your
jurisdiction, how you are
going to describe the

alternative functions.

2-2-8-2: Bond Market related Self-regulatory organization
2-2-8-2-1: Bond Market related Self-regulatory organization details 1

Bond Market related Self-regulatory organization No.1: ( )

A) Name of the bond market

18
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related SRO

B) Year Established

C) Background of the
establishment of SRO

D) Purpose of the SRO

E) Law established the legal basis
of SRO activity

F) Contents of the articles of
incorporation (For the details
of bond-related operations of
SRO)

G) How and what areas does SRO
compliment regulator

H) The contents of self-regulation
/ SRO‘s functions in bond
markets (*)

I) Summary of the SRO Rules
related to each market (*)

J) Details of the enforcement (on
what or to whom)

K) Number of institutions to be

covered (and how many

people)

19
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L) How many people are there in
self-regulatory division?

M) Other

(*) Item H and I will be related to public offering (primary and secondary) and exempt market / hybrid market

2-2-8-2-2: Bond Market related Self-regulatory organization details 2

Bond Market related Self-regulatory organization No.2: ( )

A) Name of the bond market
related SRO

B) Year Established

C) Background of the
establishment of SRO

D) Purpose of the SRO

E) Law established the legal basis
of SRO activity

F) Contents of the articles of

incorporation (For the details
of bond-related operations of
SRO)

G) How and what areas does SRO

compliment regulator

20
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H) The contents of self-regulation
/ SRO‘s functions in bond
markets (*)

I) Summary of the SRO Rules

related to each market (*)

J) Details of the enforcement (on
what or to whom)

K) Number of institutions to be
covered (and how many
people)

L) How many people are there in

self-regulatory division?
M) Other

(*) Item H and I will be related to public offering (primary and secondary) and exempt market / hybrid market

2-2-8-2-3: Bond Market related Self-regulatory organization details 3

Bond Market related Self-regulatory organization No.3: ( )

A) Name of the bond market
related SRO

B) Year Established

C) Background of the

21



sessionl Prof. Inukai (SF1 Questionnaire).docx (as at 13/April/2012)

establishment of SRO

D) Purpose of the SRO

E) Law established the legal basis
of SRO activity

F) Contents of the articles of
incorporation (For the details
of bond-related operations of
SRO)

G) How and what areas does SRO

compliment regulator

H) The contents of self-regulation
/ SRO‘s functions in bond

markets (*)

I) Summary of the SRO Rules

related to each market (*)

J) Details of the enforcement (on

what or to whom)

K) Number of institutions to be

covered (and how many

people)

L) How many people are there in

self-regulatory division?

M) Other

22
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(*) Item H and I will be related to public offering (primary and secondary) and exempt market / hybrid market

2-3: MTN programs acceptance:
Towards creating AMBIP, it will be worthwhile to mutually know the acceptance conditions of MTN programs in each jurisdiction.

Please describe your acceptance of the MTN Program in your jurisdiction with the related laws, regulations and SRO Rules, etc. and any
background information as follows.

(a-1) Acceptance of Resident MTN
programs /shelf-registration system

in general- as a policy direction

(a-2) Acceptance of Non-Resident
MTN programs /shelf-registration
system in general- as a policy
direction

(b-1) Acceptance of Resident
International (Euro) MTN programs

(b-2) Acceptance of Non-Resident
International (Euro) MTN programs

(c-1) Acceptance of Resident Local
MTN programs / shelf-registration

system
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(c-2) Acceptance of Non-Resident
Local MTN programs /

shelf-registration system

(d-1) Removal of discriminatory
restrictions on issuance by

Non-Residents

2-4: Standardized bond issue for professional market:
Please describe market needs and policy direction for standardized bond issuance in a professional market.

Describe market needs and policy

direction for standardized bond
issue for professional market

2-5: Major Focal Points

2-5-1: Internal / External Pre-Approval Process:

Please describe the pre-approval process for issuing professional securities, for resident issuer and non-resident issuer respectively, if there is a
difference:

(a) Please identify participants (e.g. issuer, underwriter(s)).

(b) Please clarify the meaning of their (Regulator(s), Exchange, SRO(s), etc.) requirements.

(c) Please identify intermediaries (also see Intermediaries below).
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(d) Please identify application requirements (including disclosure requirements)
i Explicit Rules, like Laws, Regulations and SRO Rules
ii. Implicit Rules: Requirements from Regulator(s) / Exchange / SRO(s), etc.
(e) Please identify market(s)/segment(s) to issue in
i By comparing markets on their features in each jurisdiction.
ii. Generally, SF1 only assumed exempt securities and/or exempt market for professional investors; therefore it is said that the market has
been already identified.
iii. But, in some cases, an exempt scheme may exist without a professional market
iv. On the other hand, there may be a ‘professional’ market without such exempt scheme.
(f) Please describe Validation Result: Here, crucial to apply, and validate, Phase I knowledge (BMG and CA)

(a) Please identify participants
(e.g. issuer, underwriter(s))

(b) Please clarify the meaning of
their (Regulator(s), Exchange,
SRO(s), etc.) requirements

(c) Please identify intermediaries

(d) Please identify application
requirements (including
disclosure requirements)

i Explicit Rules, like Laws,

Regulations, SRO(s), etc.
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ii. Implicit Rules:
Requirements from
Regulator(s) / Exchange
/ SRO(s), etc.

(e) Please identify market(s) /
segment(s) to issue in

i By comparing markets
on their features in each
jurisdiction.

ii. Generally, SF1 only
assumed exempt
securities and/or exempt
market for professional
investors; therefore it is
said that the market has
been already identified.

iii. But, in some cases, an
exempt scheme may
exist without a
professional market

iv. On the other hand, there
may be a ‘professional’

market without such
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exempt scheme.
(f) Validation Result

2-5-2: Internal / External Approval Process:
Please describe the approval process for issuing professional securities, if any, for resident issuer and non-resident issuer respectively, if there is
a difference, e.qg.:
(a) Identify documents required, such as
i Financial documents
ii. Official forms/submissions
(b) Concrete approval procedures (other than apply documents)
(c) General approval terms and conditions, e.g.,
i Cost: - absolute fixed rate / - spread over index such as Libor
ii. Amount: guidance/rationale for deciding min. and max. amounts
iii. Maturity: rationale of approval on length of life of bond, etc.
(d) Approval timeline (how long approval lasts, valid from when, etc.)
(e) Please identify parties (which regulator(s)) to submit to
(f) Please describe Validation Result: Here, crucial to apply, and validate, Phase I knowledge (BMG and CA)

(a) Identify documents required,
such as
i Financial documents
i Official
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forms/submissions

(b) Concrete approval
procedures (other than apply
documents)

(c) General approval terms and
conditions, e.g.,

i. Cost: - absolute fixed
rate / - spread over index
such as Libor

ii. Amount:
guidance/rationale for
deciding min. and max.
amounts

iii. Maturity: rationale of
approval on length of life
of bond, etc.

(d) Approval timeline (how long
approval lasts, valid from
when, etc.)

(e) Please identify parties (which
regulator(s)) to submit to

(f) Validation Result
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2-5-3: Live listing process on a professional market:

The intention is to, if possible, accompany/research/study a live listing process on a professional market during the course of ABMF Phase 2.
This would give tremendous and valuable input into our discussion. Considerations would be listings on, e.g., Singapore SGX-ST, SE Hong Kong,
TSE (TOKYO PRO-Bond Market), and Philippine PDEX.

Please describe a/the live listing (process) on a professional market, to the extent possible, and as available, for resident issuer and non-resident
issuer respectively, if there is a difference.

Listing Market Name: ( )

Describe Live listing process on a
professional market

2-5-4: Application Documents:
Please describe the actual contents of application documents for Internal / External approval, for resident issuer and non-resident issuer
respectively, if there is a difference:
(a) Internal / External Application documents for Approval (e.g., /ist of documents and substance of each document)
i.  What reports?
ii.  Which forms?
iii.  What conditions,
-- may apply in each of the above process.
(b) Please compare the actual standard submissions by market (e.g., comparing professional investors market and retail market)
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(c) To identify the actual party to which issue documentation will need to be submitted/filed for approval (e.g., just submit to notify or need to
be filed?)

(@) The actual contents of
Internal / External application
documents for approval

(b) Comparison of the actual
standard submissions by
market (e.g., comparing
professional investors market
and retail market)

(c) The actual parties to which
issue documentation will
need to be submitted / filed
for approval (e.g., just submit
to notify or need to be filed?)

2-5-5: Issuance Timelines:
This is a crucial point for issuers to select their issuance market since it would have to gel with a company’s financing needs.
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Please describe key consideration as “Time to Market”; with 3 separate timelines for consideration (and possibly others), for resident issuer and
non-resident issuer respectively, if there is a difference:

(a) From begin of preparation work to issuance

(b) From submission of documents to approval

(c) From official approval to market

(d) Others, if any

Issuance Timelines: 3 separate
timelines for consideration

(a) From begin of preparation
work to issuance

(b) From submission of
documents to approval

(c) From official approval to
market
(d) Others, if any

2-5-6: Issuance process:
Intention is to derive time window parameters.

31



session1 Prof. Inukai (SF1 Questionnaire).docx (as at 13/April/2012)

Please describe time window (issuance days) for each respective market or segment. For guidance, kindly refer to the example on Japan in the
8" ABMF Meeting materials. Please consider the significance by issuers, for resident issuer and non-resident issuer respectively, if there is a
difference.

Time window (issuance days)

parameter

2-5-7: Post-Issuance Process:

Please describe the following key consideration points, for resident issuer and non-resident issuer respectively, if there is a difference.
(a) Continuous disclosure requirements (updating financials, material events, etc.)

(b) Actual documents required

(c) Other considerations

Expected outcome will be: determination of similarities in actual requirements; description of convergence of distinctions towards proposed
common practice.

(a) Continuous disclosure
requirements (updating
financials, material events,
etc.)

(b) Actual documents required
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(c) Other considerations

2-5-8: Intermediaries:

Please describe the following key consideration points.

Please also take into account if there is a difference between resident issuer and non-resident issuer respectively.

(a) Which parties / professionals need to be involved? -- Expected to cover accountants, brokers, custodians, law firms, trustees, underwriters,
other related parties

(b) What are the qualifications imposed (e.g. licensing)?

(c) Other considerations

Expected outcome will be comprehensive list of intermediaries and their expected qualifications. This can be checked with/against SRO member
Qualifications. Desired outcome will be for nascent markets to understand which licensing/registration or other qualification procedures exist
elsewhere and which to adopt.

(a) Parties / professionals need to

be involved in

(b) Qualifications imposed to (a)

(c) Other considerations

2-5-9: Other Requirement:
Please explain any such other requirements.
Please also take into account if there is a difference between resident issuer and non-resident issuer respectively.
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(@) Comfort Letter or similar requirement,

(b) Due diligence practice,

(c) Documents for underwriting new issue exempt securities for professional investors - but not application documents for approval, such as:
offering memorandum, subscription agreement, conditions of the bonds, legal opinion, etc. and documents for other relevant
intermediaries,

(d) Notification documents to be delivered to professional investors in order to observe selling restrictions or resale restrictions, such as
notification, if any,

(e) Transfer restriction agreements among issuer, underwriters / dealers and professional investors, if any.

(a) Comfort Letter or similar

requirement

(b) Due diligence practice

(c) Documents for underwriting
new issue exempt securities for
professional investors - but not
application documents for
approval, such as: offering
memorandum, subscription
agreement, conditions of the
bonds, legal opinion, etc. and

documents for other relevant

intermediaries,
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(d) Notification documents to be
delivered to professional
investors in order to observe
selling restrictions or resale
restrictions, such as

notification, if any,

(e) Transfer restriction agreements
among issuer, underwriters /

dealers and professional

investors, if any.

3-1: Transparency in market development:

Please describe the answer to the following points from the point of resident investor and non-resident investor.

(a) Availability of benchmarks at regular intervals
(b) Inclusion in an internationally accepted bond index
(c) Others

(a) Availability of
benchmarks at

regular intervals

(b) Inclusion in an

internationally
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accepted bond index

(c) Others

3-2: Free description:
Please describe any additional information or details that you consider beneficial for the ABMF research.

@
(b)
(©)

Thank you for your cooperation.
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<APPENDIX: Report Index>
To be fixed later.

Contact:

Prof. Shigehito Inukai

Faculty of Law - Waseda University
1-6-1 Nishiwaseda, Shinjuku-ku
Tokyo, 169-8050, Japan

Office +81 3 3202-2472
Mobile+81 80 3360-7551
shige.inukai@me.com
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2.4.17

ea Financial | ment Association(KOFIA)



|. Overview

1.1 Main focus of SF1 phrase |l

e research and discussion on
“disclosure and market players| issuers, professional
Investors, underwriter / broker-dealer]”
so as to connect domestic professional securities
markets between countries / jurisdictions in the region.

1.2 Starting Discussion Areas

« Mainly related to laws, regulations and SRO

rules in each country / jurisdiction
« Mainly related to market practices and function of

each domestic SRO



|. Overview

1.3 Discussion Area #1

« Recognize “common denominator” of the concept of
“‘professional investor / sophisticated investor / accredi
ted investor / QIB etc.”

« Mutually recognize “exempted market conditions”

including “private placement”

« Investigate “Transfer restrictions”
(primary distribution and Secondary resale)

« Standardize “disclosure level of information

. / disclosure rules”

* “Investor protection”

« “Participants / code of conduct for participants”
« “Type of suitable securities” (for futures market)



|. Overview

1.4 Discussion Area #2

Standardize “the related documentation in offering me
morandum, etc.”
Standardize “new issue underwriting procedures”
Feasibility of secondary market making and
Standardize “the rules and practice of secondary marke
t making”
Synchronize “the concept of eligible issuers”

1.5 Major Focal Points for Market Process

1.6 Detalls on Each Market Process



2. Comments and Discussion

2.1 Priority among the discussion issues

« Suggested issues and relevant details on each issue
are very important and deserve profound discussion
for Asian Bond Market
« All discussion issues can not be treated with equal
weight and order, because the issues discussed earlier
are sure to make effects on the rest of the issues.

2.2 Country Boundary for Discussion issues ?

« Bilateral, Multilateral, Multiple Bilateral etc.
 Well, Less, Least prepared countries.

2.3 Enforcement(level) ?
 Approval on Each Process and related Documents

-5-



EX) Professional Bond Market

Core of Professional Investor

- Under the premise that they possess the ability to analyze
relevant information and to take risks,

- the eased regulations(ex: exemption of public
disclosure, diversity of language for documentation

and so on ) are applied

Characteristics of Professional Markets

(i) Information level and contents can also be different

among the issuers, and
(i) information level and contents required to make
iInvestment decision can be also different among the
professional(qualified) investors

-6-



EX) Professional Bond Market

Market Structures to address issuer
iInformation to Professional Investors

(i) By the deal/underwriter who conduct due diligence
and make role of underwriter(as in public offering)

- level and contents of information disclosure are to be
determined by the market players including issuers,
underwriters, and the other professional investors

(i) By organized market

- certain level and contents of disclosure are generally
required for the market regulation and customer
protection

- will require listing on the market for efficiency of
market management



EX) Professional Bond Market |

(i) Dealer/Underwriter Disclosure Scheme

- tends to stimulate the active participation of the
market players, issuers especially as wells the
investment bankers(as in U.S. 144A markets).

- Is more likely to prompt the market activities
because it tends to satisfy the various conditions
inherited from the nature of bonds.

- it requires the premise that the broker/dealers have
the ability to underwrite the relevant risks with issuance.

- Financial authorities are the center of supervisory
function on the market and have the responsibility of the
supervision.
-8-



EX) Professional Bond Market

(i) Organized Market Disclosure Scheme

- make it possible for the organized market to regulate
market in more systematic ways.
= more efficient for market management.

- This regulative management may cause some difficulty
for the issuers and other players in providing easier
access to the market.

- Enforcement of disclosure would discourage the
market players and the market itself.

=>» Each scheme has
advantages as well as disadvantages.

-9-



EX Professional Bond Market |

Conclusion and Suggestion

- It is not proven which scheme is better for domestic
professional bond markets as well as Asian Markets

- Adoption of a specific scheme seems to depend on
the conditions of the interested countries involved.

- If only one scheme is chosen as a required process, the
level and basic contents of disclosure will be
determined in terms of the choice.

- It would be more desirable that in this stage, our

discussion needs to be made to comprehend diverse
possibilities and financial needs for all Asian countries

-10 -



EX) Professional Bond Market

Conclusion and Suggestion

- The issues discussed in this conference should be
treated as check points applied to any disclosure
scheme, rather than the obliged requirements in a
specific market procedure.

- In the future, the market players will have accumulated
Issuance experiences, and this will give us more detailed
and accurate information for the better market.

- Then. we can decide the better way for our Asian bond
market.

-11 -









Credit Ratings Scale

 International Scale Ratings:
o Intended to be comparable with other rated entities worldwide

« National Scale Ratings:
o Anchored to the most creditworthy issuer in the domestic context, in
most cases the sovereign itself

o Not intended to be internationally comparable

o Performance may not be strictly comparable over time, given the
moving calibration of the entire scale to the entity or entities with
the lowest credit risk in a country, whose creditworthiness relative to
other entities internationally may change significantly over time



What information do National Scale Ratings bring to
investors looking to invest across borders ?

How do investors compare ratings assigned by Domestic
Credit Rating Agencies (DCRAs)?



Objective

To establish measures of ratings comparability across
different jurisdictions in Asia to support Credit Guarantee &

Investment Facility (CGIF) implementation and for other
purposes.



Methodology

e 3 methods employed for developing expected default curves;
these are variants of each other

o Two common principles underlying each of these methods :

o Relative relationship of different rating bands is expected to hold
even in case of national scale ratings, with probability of default
very low for companies initially rated AA and increasing for
successively lower rating grades

o CDRs increase exponentially as we move down the rating scale

« Difference in CDRs of two consecutive rating bands (AAA & AA) is
less than the difference in CDRs of the next two bands (AA & A)
and other bands in investment grade categories



Methodology

o Based on data from a selective sample of ACRAA member
rating agencies operating in:
« Republic of India
o Republic of Korea
« Malaysia
o Islamic Republic of Pakistan
« Republic of the Philippines
o Taipei, China
o Kingdom of Thailand



Data Acquisition

o Includes both public & private data

o Calculation Methodology:

Based on Issuer Rating (1 exception)
Formation of Cohorts — Annual (2 exceptions)
Adjusted for Withdrawals (2 exceptions)

Calculation of CDRs based on Average Marginal Default Rates (1
exception)

Length of default study of rating agencies varies (ending year is largely
2010 or 2011; beginning year ranges from 1992 to 2007)

Weighted average for Investment Grade (IG) pool used as multiples,
though same not available for all rating agencies



Ratings Curve - Method 1

o Based on Default Statistics of Investment Grade Pool of three
Global Rating Agencies

o Multiples of long-term default rates of Moody’s, Fitch and Standard &
Poor’s (S&P) used as proxies for international benchmarks

o Expected to capture the degree of rationalization in default statistics
that is achieved with greater operating life of the rating agency and a
large volume of rated universe



Method 1: Step-wise Process

Table 1a: Computation of
Investment Grade (IG)
multiples from default
statistics of three Global
Rating Agencies

Table 1b: Computation of
a country’s IG Average
CDR under Average,
Worst case and Best case
scenario

Table 1c: Computation of
Expected CDRs under the
Worst case scenario

Moodys Fitch S&p CDR IG Multiples of
International CDRs (%) (1981-2010) (1990-2010) (1981-2010) Avg. Worst Best Avg.CDR  Worst CDR Best CDR
a b c d=Avg(a,b,c) e=Max(ab,c) f=Min(a,b,c) | g=(d/0.69) h=(e/0.78) i=(f/0.59)
AAA 0.00 0.00 0.14 0.05 0.14 0.00 0.07 0.18 0.00
AA 0.00 0.08 0.15 0.08 0.15 0.00 0.11 0.19 0.00
A 0.27 0.45 0.33 0.35 0.45 0.27 0.51 0.58 0.45
BBB 1.96 142 1.19 1.52 1.96 1.19 221 2.52 2.02
Investment Grade Pool (IG) 0.78 0.70 0.59 0.69 0.78 0.59
CDR Country
Local CDRs (%) CRA1 | CRA2 | CRA3 | Avg.CDR | Worst CDR | Best CDR
a b c d=Avg(a,b,c) | e=Max(a,b,c) | f=Min(a,b,c)
AAA 0.00 0.00 0.00 0.00 0.00 0.00
AA 0.52 0.27 1.19 0.66 1.19 0.27
A 4.20 2.09 4,05 3.45 4.20 2.09
BBB 6.25 437 5.21 5.28 6.25 437
Investment Grade Pool (Avg.) 2.35 291 1.68
Intn'| Country Expected
Country's Expected CDRs (%) Multiples of Worst CDRs | Pool Avg. of Worst CDR | CDRs
a=Col h of Table 1a b=Avg. Col e of Table 1b axb
AAA 0.18 291 0.52
AA 0.19 291 0.56
A 0.58 291 1.68
BBB 2.52 291 7.33




Method 1: Country wise Results

Method 1: International multiples

Rating International CDR IG Multiples
Category| Avg. Worst Best Avg. Worst Best
AAA 0.05 0.14 - 0.07 0.18
AA 0.08 0.15 - 0.11 0.19 -
A 0.35 0.45 0.27 0.51 0.58 0.45
BBB 1.52 1.96 1.19 2.21 2.52 2.02
IG 0.69 0.78 0.59
IG: investment Grade Pool

Method 1: Country wise CDRs

Rating India Pakistan Korea Malaysia Thailand Taiwan Philippines
Category| Avg. |Worst| Best | Avg. [Worst| Best | Avg. |Worst| Best | Avg. [Worst|Best| Avg. |Worst| Best Avg.  |Worst| Best | Avg. |Worst| Best
AAA 016 052| - | 049 172 - [005]020( - | 032| 120/ - 037 097 - 0071 019 - | 037] 099

AA 026 056 - | 08| 18| - [008| 022( - | 053 19| - 0.60| 104 - 0121 021 - | 061 106

A 119 168( 076 369| 552| 227|037| 0.65]|0.08| 241| 387|128 274| 3.13 245 055] 063]049| 278| 318 249
BBB 518 7.33|339( 16.09| 24.06| 10.10 | 1.60 | 2.84 | 037] 1052 | 16.87 [ 569 | 119 | 13.63 10.92 2401 273|219 1216 | 13.85| 1110




Method 1: Country wise Results

Figure 1a: Expected Default Rates under the Average case scenario

Average Case CDRs (Method 1)
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Method 1: Country wise Results

Figure 1b: Expected Default Rates under the Worst case scenario
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Method 1: Country wise Results

Figure 1c: Expected Default Rates under the Best case scenario

Best Case CDRs (Method 1)
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Ratings Curve - Method 2

o Based on Multipliers of Default Statistics of BBB Category
of three Global Rating Agencies
o Default statistics for any particular band anchored to BBB band to

simulate default curve with similar slope characteristics
facilitating the mapping process

o Relative relationship of default probabilities relative to BBB band
expected to hold



Method 2: Step-wise Process

Table 2a: Computation of
IG multiples from default
statistics of three Global
Rating Agencies

Table 2b: Computation of
a country’s IG Average
CDR under Average,
Worst case and Best case
scenario

Table 2c: Computation of
Expected CDRs under the
Average case scenario

Moodys Fitch S&P CDR BBB Multiples of
International CDRs (%) (1981-2010) | (1990-2010) | (1981-2010) Avg. Worst Best Avg. CDR | Worst CDR | Best CDR
a b ¢ d=Avg(a,b,c) | e=Max(a,b,c) | f=Minfa,b,c) | g=(d/1.52) | h=(e/1.96) | i=(f/1.19)
AAA 0.00 0.00 0.14 0.05 0.14 0.00 0.03 0.07 0.00
AA 0.00 0.08 0.15 0.08 0.15 0.00 0.05 0.08 0.00
A 0.27 0.45 033 0.35 0.45 0.27 0.23 0.23 0.22
BBB 1.96 142 119 152 1.96 119 1.00 1.00 1.00
CDR Country

Local CDRs (%) CRA1 [ CRA2 | CRA3 | Avg.CDR | Worst CDR | Best CDR

a b c d=Avg(a,b,c) | e=Max(a,b,c) | f=Min(a,b,c)
AAA 0.00 0.00 0.00 0.00 0.00 0.00
AA 0.52 0.27 1.19 0.66 1.19 0.27
A 4.20 2.09 4,05 3.45 4.20 2.09
BBB 6.25 437 5.21 5.28 6.25 4.37

Intn'l Country Expected
Country's Expected CDRs (%) Multiples of Avg. CDRs | BBB Avg. of Avg. CDR CDRs

a=Col g of Table 2a b=Avg. Col d of Table 2b axb

AAA 0.03 5.28 0.16
AA 0.05 5.28 0.27
A 0.23 5.28 1.21
BBB 1.00 5.28 5.28




Method 2: Country wise Results

Method 2: International multiples

Rating International BBB Multiples
Category| Avg. Worst | Best Avg. Worst | Best
AAA 0.05 0.14 - 0.03 0.07
AA 0.08 0.15 - 0.05 0.08 -
A 0.35 0.45 0.27 0.23 0.23 0.22
BBB 1.52 1.96 1.19 1.00 1.00 1.00

Method 2: Country wise CDRs

Rating India Pakistan Korea Malaysia Thailand Taiwan Philippines
Category| Avg. [Worst) Best | Avg. [Worst| Best | Avg. |Worst| Best | Avg. |Worst| Best| Avg. |Worst| Best | Avg [Worst] Best| Avg, [Worst| Best
AMA [ 016) 045) - | 045 165 - |009] 032f - | 03] 109 - | 03| O7L| - 011) 055] - | 04 177
ML 0708 - | OB LT - |05 03] - | 062 18] - | 00| 0| - 08 027] - | 089] 1%

A L[ 143 098( 340( 530( 148\ 066| LO4(017| 282| 383 | L78| 29| 229 24 080 081|079( 406 407 3%
BB | 53| 60| 437|184 | 03| 660 289| 452( 074|307 000) 000{ 1000{ 35| 351) 351| U | 3| 10




Method 2: Country wise Results

Figure 2a: Expected Default Rates under the Average case scenario
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Method 2: Country wise Results

Figure 2b: Expected Default Rates under the Worst case scenario
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Method 2: Country wise Results

Figure 2c: Expected Default Rates under the Best case scenario
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Ratings Curve - Method 3

e Long-run "reference" three-year CDRs proposed in Basel Il
Accord used as basis to derive expected default statistics
for various countries

o Impact of correlation between different regions (limitation in
Method 1 and Method 2) eliminated

« Relative relationship of default probabilities across rating bands
expected to hold as given in the Basel-Il matrix



Method 3: Step-wise Process

Table 3a: Basel-II defined
Default Rates

Table 3b: Computation of
a country’s IG Average
CDR under Average,
Worst case and Best case
scenario

Table 3c: Computation of
Expected CDRs under the
Best case scenario

Basel 1l
Long-run
Reference BBB
CDRs Multiples
a b=(a/1.00)

AAA 0.10 0.10

AA 0.10 0.10

A 0.25 0.25

BBB 1.00 1.00

CDR Country
Local CDRs (%) CRA1 | CRA2 | CRA3 | Avg.CDR | Worst CDR | Best CDR
a b c d=Avg(a,b,c) | e=Max(a,b,c) | f=Min(a,b,c)
AAA 0.00 0.00 0.00 0.00 0.00 0.00
AA 0.52 0.27 1.19 0.66 1.19 0.27
A 4.20 2.09 4.05 3.45 4.20 2.09
BBB 6.25 4.37 521 5.28 6.25 4.37
Basel Il Country Expected
Country's Expected CDRs (%) Multiples of Best CORs | BBB Avg.of Best CDR | CDRs
a=Col a of Table 3a b=Avg. Col f of Table 3b axb

AAA 0.10 4.37 0.44

AA 0.10 4.37 0.44

A 0.25 4.37 1.09

BBB 1.00 4.37 4.37




Method 3: Country wise Results

Method 3: Basel Il multiples

Rating | g celliRef.| 550
Category Multiples
AAA 0.10 0.10
AA 0.10 0.10
A 0.25 0.25
BBB 1.00 1.00

Method 3: Country wise CDRs

et d Paliar ore Milays Thailand Taiwan| Philippines| Base! Il Ref,

Category| Avg. |Worst| Best | Avg. |Worst| Best | Avg. |Worst| Best | Avg. Worst| Best

AAA 053[ 0,631 044 148] 23| 0661029| 045007 123( 167{079| 100| 035 L7 0.10
AA 053( 063044 148( 231| 066029 045{007) L23| 167{079| 100{ 035 L7 0.10
A L3 156|109 371| 577( 165( 072 L13{019( 308| 418|198 20| 088 443 0.25
BBB 528( 625|437 14841 23.08| 660289 452|074 1231|1670 792| 1000 351| 1773 100




Method 3: Country wise Results

Figure 3a: Expected Default Rates under the Average case scenario
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Method 3: Country wise Results

Figure 3b: Expected Default Rates under the Worst case scenario
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Method 3: Country wise Results

Figure 3c: Expected Default Rates under the Best case scenario
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Study Limitations - Methodology Related

o Study based on historical default rates (completely in case of Methods
1 & 2 and partially in case of Method 3), so their usefulness as proxies
for expected default probabilities also depends on how much the future
will replicate the past

o« Method 1 and Method 2: a DCRA may not achieve the default statistics
achieved by GCRAs even over a longer term, as default statistics of
GCRAs are compiled across different regions, where correlation
between some regions is low

o Higher diversification in GCRAs’ default statistics cannot be
replicated by a DCRA as its scope is limited to a single country

o Further substantiated by the fact that in some cases default
statistics of GCRAs on a consolidated basis i.e. covering all regions
are much lower in relation to stand-alone CDRs for a particular
region

o Default curves derived from Method 3 based on long-run reference
CDRs in Basel-ll which may be difficult to attain in real life



Study Limitations - Methodology Related

Method 1 & 2: In case of S&P, AAA CDR is greater than zero;
therefore, average and worst case scenarios results from these
methods contain non-zero CDRs for AAA band for DCRASs, even where

actual CDRs for AAA are zero.

Following relationships may change over time; however the extent of
variation in multiples derived in Method 1 and Method 2 needs to be
explored and determined; so that relevant adjustments can be made

o Method 1: Assumes that relationship between a particular rating
band and investment grade pool average will depict stability

o Method 2: Assumes that relationship between a particular rating
band and BBB will depict stability and CDRs of BBB category may
persist



Study Limitations - Data Related

o CDRs of Moody’s and S&P used in Method 1 and Method 2 based
on default studies spanning 1981-2010; in case of Fitch, default
study is for the period 1990-2010.

o Method 1: Simple averages used to determine investment grade
default average for rating agencies where weighted average for the
investment grade pool not available; poses significant limitation

« If a rating agency has higher default statistics associated with BBB rating
category and most of its rated universe lies in the AAA to A range then the
default statistics of the same are low; using a simple average can potentially
overstate the investment grade pool default average for the rating agency



Study Limitations - Data Related

o Some DCRAs suffer from small ratings universe, the implication of
which is a monotonic relationship between rating bands

o Itis possible that even after 8-10 years of operations, the assigned ratings
reflect simple ranking of credit risk rather than specific default probabilities

« A DCRA that has very few BB ratings and no defaults for that rating category
may have a higher default probability for BBB ratings compared to BB ratings.
Hence, the resulting estimation can be imprecise



Comparative Matrices

Expected Average CDRs 2%

(Method 1) India Pakistan Korea Malaysia Thailand Taiwan Phillipines

AAA 0.16 0.49 0.05 0.32 0.37 0.07 0.37

AA+ 0.21 0.64 0.06 0.42 0.48 0.10 0.49

AA 0.26 0.81 0.08 0.53 0.60 0.12 0.61

AA- 0.51 1.58 0.16 1.03 1.17 0.23 1.19

A+ 0.79 2.47 0.24 1.61 1.83 0.37 1.86

A 1.19 3.69 0.37 2.41 2.74 0.55 2.78

A- 1.95 6.04 0.60 3.95 4.49 0.90 4.57

BBB+ 3.05 9.46 0.94 6.18 7.03 1.41 7.14

BBB 5.18 16.09 1.60 10.52 11.96 2.40 12.16

BBB- 7.46 23.16 2.30 15.14 17.22 3.45 17.50
Comparative Matrices India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (AAA Category) AAA AAA AAA AA/AA- AAA
Pakistan (AAA Category) AA+/AA AA+/AA A/A- AA+
Korea (AAA Category) AAA AAA AAA AAA AAA AAA
Malaysia (AAA Category) AA/AA- AAA A+/A AAA AA-/A+ AAA
Thailand (AAA Category) AA/AA- AAA A AAA/AA+ AAA
Taiwan (AAA Category) AAA AAA AA+/AA AAA AAA AAA
Phillipines (AAA Category) AA/AA- AAA A AAA/AA+ AAA
India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (AA+ Category)
Pakistan (AA+ Category)

AAA AAA AAA AA/AA- AAA

AA/AA- AA/AA- A/A- AA/AA-

Korea (AA+ Category) AAA AAA AAA AAA AAA AAA
Malaysia (AA+ Category) AA/AA- AAA AAA/AA+ AAA/AA+
Thailand (AA+ Category) AA/AA- AAA A/A- AA+/AA AAA/AA+
Taiwan (AA+ Category) AAA AAA AA/AA- AAA AAA AAA
Phillipines (AA+ Category) AA/AA- AAA A/A- AA+/AA AA+/AA A+/A

India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (AA Category) AAA A+/A AAA AAA/AA+ AA-/A+ AAA

Pakistan (AA Category) A+/A AA/AA- AA/AA- A/A- AA/AA-
Korea (AA Category) AAA AAA AAA AAA AAA/AA+ AAA
Malaysia (AA Category) AA-/A+ AAA/AA+ AA+/AA A+/A AA+/AA
Thailand (AA Category) AA-/A+ AAA/AA+ A- AA/AA- A/A- AA+/AA
Taiwan (AA Category) AAA AAA AA-/AA- AAA AAA AAA

Phillipines (AA Category) AA-/A+ AAA/AA+ A-/BBB+ AA/AA- AA/AA-




Comparative Matrices

India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (AA- Category) AAA/AA+ A/A- AA+/AA AA+/AA A+/A AA+/AA
Pakistan (AA- Category) A/A- BBB+/BBB AA-/A+ AA-/A+ BBB+/BBB AA-/A+
Korea (AA- Category) AAA AAA AAA AAA AA/AA- AAA
Malaysia (AA- Category) A+/A AA/AA- BBB+/BBB AA-/A+ A-/BBB+ AA/AA-
Thailand (AA- Category) A+/A AA/AA- BBB+/BBB AA-/A+ A-/BBB+ AA/AA-
Taiwan (AA- Category) AA+/AA AAA AA-/A+ AAA AAA AAA
Phillipines (AA- Category) A AA/AA- BBB+/BBB AA-/A+ AA-/A+ A-/BBB+
India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (A+ Category) AA+/AA A-/BBB+ AA/AA- AA/AA- A/A- AA/AA-

Pakistan (A+ Category) A-/BBB+ ® A/A- A+/A BBB/BBB- A+/A
Korea (A+ Category) AA+/AA AAA AAA AAA AA-/A+ AAA
Malaysia (A+ Category) A/A- AA-/A+ BBB/BBB- AA-/A+ BBB+/BBB AA-/A+
Thailand (A+ Category) A/A- AA-/A+ BBB/BBB- A+/A BBB+/BBB AA-/A+
Taiwan (A+ Category) AA/AA- AAA A AAA AAA AAA
Phillipines (A+ Category) A/A- AA-/A+ BBB/BBB- A+/A A+/A BBB+/BBB

® Denotes mapping to a 'sub investment grade' rating

India Pakistan Korea Malaysia Thailand Taiwan Phillipines
AA/AA- BBB+/BBB AA/AA- AA-/A+ A-/BBB+ AA-

India (A Category)

Pakistan (A Category) BBB+/BBB ® A/A- A/A- ® A/A-
Korea (A Category) AA/AA- AAA AAA/AA+ AAA A+ AAA
Malaysia (A Category) A-/BBB+ AA-/A+ ® A+/A BBB/BBB- A+/A
Thailand (A Category) A-/BBB+ A+/A ® A/A- BBB/BBB- A+/A
Taiwan (A Category) AA-/A+ AAA/AA+ A/A- AA/AA- AA+/AA AA+/AA
Phillipines (A Category) A-/BBB+ A+/A ® A/A- A/A- BBB/BBB-

® Denotes mapping to a 'sub investment grade' rating

India Pakistan Korea Malaysia Thailand Taiwan Phillipines

India (A- Category) AA-/A+ BBB/BBB- A/A- A+/A BBB+/BBB A+/A
Pakistan (A- Category) BBB/BBB- ® A-/BBB+ A-/BBB+ ® A-/BBB+
Korea (A- Category) AA-/A+ AAA/AA+ AA/AA- AA A/A- AA+/AA
Malaysia (A- Category) BBB+/BBB A/A- ® A/A- o A/A-
Thailand (A- Category) BBB+/BBB A/A- L] A-/BBB+ o A/A-
Taiwan (A- Category) A+/A AA/AA- A-/BBB+ AA/AA- AA/AA- AA+/AA-
Phillipines (A- Category) BBB+/BBB A/A- ® A-/BBB+ A-/BBB+ ®

® Denotes mapping to a 'sub investment grade' rating



Comparative Matrices

India Pakistan Korea Malaysia  Thailand Taiwan Phillipines
India (BBB+ Category) A+/A ° A/A- AA- BBB/BBB- AA-
Pakistan (BBB+ Category) ) ) BBB+/BBB BBB+/BBB ) BBB+/BBB
Korea (BBB+ Category) A+/A AA/AA- AA/AA- AA/AA- A-/BBB+ AA/AA-
Malaysia (BBB+ Category) BBB/BBB- A-/BBB+ ° A-/BBB+ ° A-/BBB+
Thailand (BBB+ Category) BBB/BBB- A-/BBB+ °® BBB+/BBB ) A-/BBB+
Taiwan (BBB+ Category) A/A- AA/AA- BBB+/BBB  AA-/A+ AA-/A+ AA-/A+
Phillipines (BBB+ Category) BBB/BBB- A-/BBB+ ° BBB+/BBB BBB+/BBB °
® Denotes mapping to a 'sub investment grade' rating

India Pakistan Korea Malaysia  Thailand Taiwan Phillipines
India (BBB Category) A/A- ° A-/BBB+  A-/BBB+ ) A-/BBB+
Pakistan (BBB Category) ° ° ° BBB/BBB- ° BBB/BBB-
Korea (BBB Category) A/A- AA-/A+ AA-/A+ AA-/A+ BBB+/BBB AA-/A+
Malaysia (BBB Category) ° BBB+/BBB o BBB+/BBB ) BBB+/BBB
Thailand (BBB Category) ) BBB+/BBB ) BBB/BBB- ) BBB+/BBB
Taiwan (BBB Category) A-/BBB+ AA-/A+ ° A+/A A+/A A+/A
Phillipines (BBB Category) ) BBB+/BBB ° BBB/BBB- BBB/BBB- °
® Denotes mapping to a 'sub investment grade' rating
Comparative Matrices India Pakistan Korea Malaysia  Thailand Taiwan Phillipines
India (BBB- Category) A-/BBB+ ° BBB+/BBB BBB+/BBB ° BBB+/ BBB
Pakistan (BBB- Category) ° ° ° ) ° °
Korea (BBB- Category) A-/ BBB+ AA-/ A+ A+/A A+/ A BBB+/ BBB A+/ A
Malaysia (BBB- Category) ° BBB+/BBB ° BBB/BBB- BBB/BBB-
Thailand (BBB- Category) ° BBB/ BBB- ° ° BBB/ BBB-
Taiwan (BBB- Category) BBB+/BBB A+/A ° A/A- A/ A-
Phillipines (BBB- Category) ) BBB/ BBB- ° ° ° °

® Denotes mapping to a 'sub investment grade' rating
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Comparing Results from all 3 Methods
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Comparing Results from all 3 Methods
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Comparing Results from all 3 Methods
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Comparing Results from all 3 Methods
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Comparing Results from all 3 Methods
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Conclusion

o Method 2 (amongst Methods 2 & 3) may produce low expected
default curves, unless the actual results of three global rating
agencies deteriorate beyond Basel Il reference CDRs.

o Intuitively, Method 1 is expected to produce the lowest expected
default curves if ratings pool overcomes the size limitation



Conclusion

« Given the dynamic nature of this exercise, these mappings are
expected to change.

« Following factors to evolve over time and thus impact the expected
default curve in any country and its mapping across boundaries:

o Bond market infrastructure & market development
o Divergence in rating practices within a country

« Movements in sovereign ratings



Conclusion

o Increasing convergence to an international scale over time
conceptually possible

o Would be aided by economic growth, improved macro policy
framework, stronger sovereign balance sheet, all of which would
increase the financial resilience and creditworthiness of a particular
country and entities domiciled in the country

o Over time, it is conceivable that national scale default curves will
flatten to more closely resemble that of GCRAs, perhaps for
countries rated A+ and above

o Nevertheless, the default curves of DCRAs likely to remain steeper
than that of GCRAs due to the comparatively higher default
correlations between rated entities in a DCRA’s rating universe



Conclusion

o Observed differences in default statistics of various segments of
the rating universe

o Default statistics of municipal bond market and corporate bond
market may not be alike

« Depending on the size of rating universe and its distribution, the
study can be further extended for deriving default curves for
separate segments of the rating universe



Role of ACRAA, going forward

o Expected that this study will mark an important milestone in
achieving ACRAA’s long term vision

« Going forward, ACRAA can play an instrumental role in:

« Gathering CDRs data on standardized format privately including
CDRs of investment grade pools

o Monitoring quality of ratings through movements of CDRs of a
rating agency

« Monitoring of quality of ratings relative to peers in individual
jurisdictions

o Determining optimal level of CDRs in individual jurisdictions.
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Agenda

1. Brief Overview, European Medium-Term Note Programmes (EMTN)
a. Prospectus Directive
b. EMTN Features
c. Documentsin an EMTN
d. Working parties and responsibilities

2. Post-Trade Harmonisation, Target-2 Securities (T2S)

a. Rough evolution of Trading, Clearing and Settlement in Europe & key
regulatory aspects

DB’s definitions

T2S high priority harmonisation areas
T2S impacts to participants

Models of cross-border settlement
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AMBIP — What we understand

« Asian Multi-currency Bond Issuance Programme (AMBIP)
* regional standardised bond issuance programme

* issue bonds in participating markets with standard documents and
disclosure

* issue in local currency
« focused on professional investors

Information share some similarities in the
European context...

Source: 7t AMBF meeting

Deutsche Bank
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An European Directive that had the effect of
passporting a prospectus approval

Select regulatory aspects

Prospectus + A fundamental part of European Economic Area’s Financial Services Action Plan intended to improve

Directive the single market for financial services in EEA. Part of 4 'Lamfalussy Directives'— MiFID, the Market
Abuse Directive and the Transparency Directive

(PD), 2003

» The purpose of PD was to harmonise requirements for content, approval and distribution of the
prospectus to be published when securities are offered to the public or admitted to trading on a
regulated market situated or operating within a Member State

« Created a single regime governing the content, format, approval and publication requirements for
prospectuses in the EEA. Included the ability to passport a prospectus approval from one member
state to another. Established a single registration system and a “shelf registration” for debt securities

Source: Morrison & Foerster LLP 2011

Study on the Impact of the Prospectus Regime on EU Financial
Markets, by CSES, June 2008

Conclusions *“...contributions from market participants suggest that the current passporting system constitutes a
[extracted] significant improvement over the previous system which relied on mutual recognition”

« “...Prospectus approval and the sending of passports is concentrated in a few Member States with
well-established markets and long-standing expertise in particular financial products, the system has
succeeded in opening European capital markets to a wider range of Member States”

...” There is some evidence that the PD has facilitated access to a broader pool of capital, but the PD
is only one of a number of factors which affect the cost of capital.”

Source: http://ec.europa.eu/internal_market/securities/docs/prospectus/cses_report_en.pdf
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PD is also a key European legislation governing
the offering of securities under EMTN Programme

« EMTN used by issuers with ongoing needs for capital
« Maximise investor reach

- Diversify fund sources Subject to compliance with all relevant laws, regulations and

» Tap different markets ————— —>  directives, Notes may be issued in any currency agreed
_ _ _ between the relevant Issuer, the Guarantor and the relevant
* Innovative funding solutions Dealer(s).

» Ease of documentation

* Lower cost of issuance 5 The CMU Service, Clearstream, Luxembourg, Euroclear,

* Increase issuers’ profile CDP, DTC and, in relation to any Tranche, such other clearing
system as may be agreed between the relevant Issuer, the

» Other considerations Fiscal Agent and the relevant Dealer.

* Reg S market only?
e Add S144A documentation?

 Large nominal amount in total eg/ US$1 billion, 3 billion programme
« Can be issued in different currencies, different tranches

» Drawdowns for opportunistic funding

» Offering Circular governed by English or other applicable laws

Source: Deutsche Bank Global Markets MTN presentation, Offering Circulars

Deutsche Bank
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Working parties and responsibilities
- parties typically involved in establishing a new EMTN programme,
working together with the Arranger & Dealers

Third Party Responsibilities

Primary responsibility for draftingthe Offering Circular

Work with listing agent in the listing process of the Programme and MNotes
Issuer’s Counsel Review legal documentation and assist in due diligence process

FProvide Philippines legal advice with regards to the MTN Programme set up

Frovide legal opinion

Conduct legal due diligence and assist in arrangers'/dealers’ due diligence
Review Offering Circular

Primarily responsible for drafting of legal documentation

Provide legal opinion

Arrangers’/Dealers’ Counsel

Provide comfort letterto the arrangers/dealers in connection with the financial disclosure in
Auditor the Offering Circular and as to changes in the financial condition or results of operations of
the Issuer since the date of the last audited accounts

m Astrustee, act as representative of the Noteholders. Is initially responsible for enforcing the
covenant or accelerating repayment on the Notes where there is a breach of covenants or

Trustee and Principal Paying avent of default

Agent : : : : : :
g m As paying agent, is responsible forthe disbursement of funds in relation to the Notes e.g.
coupon and principal payments
—_— m Liaise with the Stock Exchange and advise on the requirements forthe listing of the
Listing Agent
Programme and subsequent Motes
Financial Printer m Printing and distribution of both the Preliminary and Final Offering Circular

Source: Deutsche Bank Global Markets MTN presentation
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EMTN Programme Documentation Overview

T

m thelssuerwould needto give disclosure regarding its business strategy, industry overview, capital expenditure and funding
Disclosure Requirements plan

m thelssuerwould needto addin the mostup to date financial disclosure

m [Disclosure documentforlisting purposes

m  Setsoutterms and conditions of the various tvpes of Motes that can beissued off the Programme, and whatform theyvtake

m GMTH OC requires an MD&A — discusses Company's operating /financial pedformance & outlook while also ocutlining
future plans

Cffering Circular

m Contractual agreement betweenthe 1ssuer and Ciealers governing establishment of the Programme and the issuance of

Dealer Agreement

Ag Motes off it, and contains agreed form of Subscription Agreementfor syndicatad issues
Agency Agreement m Contractual agreement between the Issuer and the Agent, dealing with the processfor issuing and pavment of Motes
Trust Deed m Contractual agreement betweenthe Issuerand the Trustee giving Trustee powersto act on behalf of the Moteholders

Procedure Memorandum =  Seis out procedures relating to drawdown and pro-forma pricing supplemesnt

m | =gal opinions required asto governing law of the Programme documents and as to local law

Legal Opinions
L m ForGMTH Frogramme, a 10b5 opinionis also required fromthe Issuer's Counsel
m  Auditorletter providing comfart anthe OC financials and discussing any material changes fromthe date of the last
Comfort Letter o
auditreview
Officer's Certificate | Certlfll::atmnfrqmthe CEQ andmrl{lFO representlr!gthat_all information inthe OC is true and accurate and that there has
beennomaterial adverse change inthe Company's business orprospects
Pricing Supplement m Requiredforsubsequentdrawdowns/Documents specificterms and conditions of the Notes and filed with the exchange

Source: Deutsche Bank Global Markets MTN presentation
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Main parties pulling all together for an EMTN
programme

The Arrangers

m The arrangers, togetherwith the legal counsel, will organise and draft all documentation and advise onthe legal obligations and
stock exchange regulations governing the Programme

m The arranger will work with the Issuer to establish an issuance strategy and approprate funding targets

m The arranger will provide leadership to the Issuer's dealer group. Forinaugural drawdown from the MTN Programme, the arrangers
are usually the dealers given familiarity with the terms of the MTN Programme

m The arranger will arrange the annual update of the Programme and co-ordinate the due diligence session with the dealer group

The Programme Dealers

m Usually a large group of relationship banks with strong distribution capabilities are appointed as dealers. Dealers provide:

- distribution to investors

- regular updates on market trends and investor preferences

- arbitrage opportunities

Source: Deutsche Bank Global Markets MTN presentation
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An efficient and effective post-trade infrastructure
Is vital for closer integration of financial services

1. At the trading level

a. OTC to Alternative Trading Venues, Electronic Trading Platforms eg/ db-Autobahn,
EuroMTS system; Multilateral Trading Facilities and Organised Trading Facilities

b.  Concerns arose on risks of fragmented liquidity among different platforms,
internalisation, regulated markets VS unregulated venues, disaster recovery, etc

c. Key regulatory framework: 1993, Investments Services Directive (ISD) - 2004,
Markets in Financial Instruments Directive (MiFID) 1 - 2011, MiFID 2

Source: http://ec.europa.eu/internal_market/securities/isd/mifid_en.htm; various
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Trading level — select regulatory aspects

1. At the trading level

Select regulatory aspects

ISD

MIFID 1

MIFID 2
[draft]

« Established European Passporting regime. Authorised investment firms and banks can provide specified
services in other EU member states on the basis of home state authorisation.

» Remote trading membership. Contained the right of direct or remote access of any authorised ISD firm to
participate in trading on exchanges or regulated markets in other member states.

* Retained ISD’s “European Passport”. Firms covered by MiFID will be authorised and regulated in their
"home state" (broadly, the country in which they have their registered office).

* Authorised firm can provide services to customers in other EU member states. Services regulated by the
member state in their "home state" (under ISD, a service is regulated by the member state in which the
service takes place).

* Proliferation of multilateral trading facilities that fragmented information
» Covers 6 major areas including Market Structure, Transparency, Investors Protection, OTC Derivatives

» Market Structure: To address evolving market practices and technological developments, like algorithmic
trading, regulate internal crossings.

Deutsche Bank
Identifier

Source: http://ec.europa.eu/internal_market/securities/isd/mifid_en.htm; various
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Clearing level developments...

2. At the Clearing level

Covers equities, fixed income and derivatives
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Select regulatory aspects

CPSS-10SCO » Recognises that Financial Markets Intermediaries (FMIs) are generally sophisticated multilateral
FMI [draft] systems that handle significant transaction volumes and sizable monetary values

« Safe and efficient FMIs mitigate systemic risk. Interdependencies have facilitated significant
improvements in the safety and efficiency of FMIs’ activities and processes. Interdependencies,
however, can also present an important source of systemic risk.

» Sets out 24 Principles

* Proposed responsibilities of central banks, market regulators, and other relevant authorities for
financial market infrastructures

Source: lllustration is DB’s own; http://www.bis.org/publ/cpss94.pdf
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Securities settlement practices strenghtened...

3. Settlement level

a. Settlementin central bank money (CeBM), technology improvement eg/. Intraday
multi-batching VS end-of-day processing

b. Introduction of Target-2 Securities (T2S)

Regulatory responses: 2004, Standards for securities, clearing and settlement in the
European Union; 2012, Central Securities Depository Regulation (CSD R)

d. Settlement was efficient at the national level. Cross-border settlement was however,
viewed as being inefficient at a time when a single European market in financial
services is being created

Select regulatory aspects

CSD R [draft] « establishes common rules for CSDs to operate in a safe and efficient manner, as well as
common practices to improve the timing and conduct of securities settlement in the EU

« introduces T+2 settlement cycle by 2015
« introduces “sufficient deterrent penalty mechanism for participants”

« introduces provision of banking type of ancillary services is done in another legal entity than
the CSD itself with derogation possibility

Source: http://europa.eu/legislation_summaries/internal_market/single_market_services/financial_services_transactions_in_securities/I32002_en.htm
http://ec.europa.eu/internal_market/consultations/docs/2011/csd/consultation_csd_en.pdf

Deutsche Bank
Identifier 12



Summary 1

New regulatory frameworks are coming into place in Trading, Clearing and
Settlement areas

Source: http://europa.eu/legislation_summaries/internal_market/single_market_services/financial_services_transactions_in_securities/I32002_en.htm
http://ec.europa.eu/internal_market/consultations/docs/2011/csd/consultation_csd_en.pdf

Deutsche Bank
Identifier 13



Settlement: Target-2 Securities
1. T2S

1. CSDs will outsource settlement activities to the European Settlement Platform (T2S)
2. Settlement of EURO-denominated securities
3. Harmonised interfaces, settlement schedules, fair & equitable access, etc

Risks Pre-matching . gettlement Fails Status Inventory Confirmation\\ Corporate
Management Matching Management // Messages Management// Reporting Actions

5D
T2S Scope N ‘ =1
Dutsourced to
I I S I e 3555
platform
Cash sorvics
Connactivity services
Vaults services

Custody services
Value-added services
Source: Custody2.0. Target2-Securities and its implications for the European post-trade markets _ - --

Deutsche Bank / Oliver Wyman

Deutsche Bank
Identifier 14



Harmonisation is a necessary driver for EU financial market
integration, for post-trade system interoperability and maximisation of
value-add

1. Also to foster “lean T2S” i.e. avoid replicating current national specifics

Into the system’s operational blueprints
2. Harmonisation Areas [High Priority]

a.

© a0 o

f
g.
h
I

Deutsche Bank
Identifier

T2S Messages j. Omnibus Accounts
.. 1SO 20022 messages k.  Registration Procedures
ii.  Matching fields

Single settlement schedule
Cross-CSD settlement

Corporate Action standards

Gmilarities with ABMF \

SF2 Phase 2
* ISO 20022 fit-gap

Legal harmonisation
i.  Settlement finality — moment of entry

ii.  Settlement finality — order irrevocability

ii.  Settlement finality — securities transfer irrevocability
Location of accounts

IT Outsourcing

Settlement discipline regime
Settlement cycles

analysis
* Transaction flows

<

e Cross-CSD settlement

4

Source: hitp://www.ecb.int; T2S Harmonisation First Progress Report, Second Progress Report

15



Harmonisation considerations 1

Harmonisation Area

Brief Description

al ]SO 20022 messages

al Matching fields

b Schedule of
settlement day

¢ Cross-CSD settlement

d  Corporate Action
standards

To develop 1ISO20022 T2S related
messages

Ensure standard definition of T2S
matching fields and compliance to
ESF-ESCDA standards

Single schedule of T2S settlement
day

To increase the efficiency of cross-
CSD settlement. 8 clearly identified
issues: ancillary services, regulatory
and legal reporting requirements, tax,
registration processes, non-fungible
securities, issuance practices, Stock
Exchange and CCP instructions and
Securities Amount Data

To establish standards on CA flows.
Recognised that CA flows will be
impacted by settlement cycles

&,
Risks 0, Qq Or

No risks anticipated

No risks anticipated

No risks anticipated

Not all relevant
harmonisation issues
may be known in
advance. Complex

Legal amendments
may be required in
some markets. Tax
implications

Source: hitp://www.ecb.int; T2S Harmonisation First Progress Report, Second Progress Report

Deutsche Bank
Identifier

16



Harmonisation considerations 2

@,\7 |
Harmonisation Area Brief Description Risks /?4 o
¢ Settlement Finality — Eliminate uneven protection of CSD Lack of 7
Moment of entry participants against the risk of consensus/agreeme

e Settlement Finality —
Order irrevocability

el Settlement Finality —
Securities transfers
irrevocability

t Location of securities
accounts

9 IT outsourcing

Deutsche Bank
|dentifier

insolvency of participants in other
CSDs

Eliminate risk of transfer order
revocation in a cross-border
environment

To facilitate legally sound, seamless
cross-border DVP settlement, CSDs
have to recognise account entries in
T2S as unconditional, irrevocable and
enforceable

Securities accounts need to remain
legally attributed to the CSD
regardless of location

Outsourcing of settlement services to
T2S requires approval by relevant
regulators

nt on a single rule for
defining the moment
of entry

Need to ensure that
regulatory
environments are
complementary

Regulatory or legal
barriers for CSDs to
adapt their rules

Legal risks

Legal risks

Source: hitp://www.ecb.int; T2S Harmonisation First Progress Report, Second Progress Report

17




Harmonisation considerations 3

— : — : é:\’7 ‘
Harmonisation Area Brief Description Risks Qqc
h Settlement discipline Need for a harmonised settlement Legal and 7
regime discipline regime to ensure a level implementation

' Settlement cycles

I Omnibus accounts

K" Registration
procedures

playing field and avoid risks of
regulatory arbitrage (volumes shifting
to softer sanctions regimes)

Single settlement cycle facilitate T2S Legal and
participants’ management of Implementation
technology and cross-border corporate

actions

Non-availability of omnibus accounts Legal
does not readily support the concept of

CSD interoperability and cross-border
settlement

Local registration procedures may Costs
have impacts on T2S finality and
efficiency

Deutsche Bank
Identifier

Source: hitp://www.ecb.int; T2S Harmonisation First Progress Report, Second Progress Report
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Relative strength of impacts

» CSDs will be impacted the most
« Custodians will also be impacted significantly

Clearing and
settierment

* The main beneficiaries are consumers and
intermediaries, as cross-border settlement
becomes relatively cheaper

W Strength of arrow denobes size of impact

Source: Custody2.0. Target2-Securities and its implications for the European post-trade markets
Deutsche Bank / Oliver Wyman

Deutsche Bank
Identifier 19



Cross-CSDs settlement models that were

considered at various time

CSD ‘

CSD

‘ CsD

1

cSD ‘

Deutsche Bank
Identifier

l cSD

-

Present Model

- OTC and exchange-
traded bond environment

- Agent banks as “cross-
CSD settlement” layer,
asset servicer, as access
to market info for cross-
border investors

Model

- Same as Bilateral Model

- Investments & Hub’s legal
responsibilities?

Agent Banks

_— } j—— Bilateral Model
. - CSD open accounts with
_—— =" each other to settle; how
B e many accounts

- Legal, operational, etc

- Agent banks continues with
differentiated services to
global investors

Agent Banks

CSD H CsD H CsD H CsD

T2S

— MI]
- Agent banks, CSDs, market participants’ relationships

changes

- CSD R, MIFID 2, FMI, AIFMD, etc are likely to drive
further evolutions and partnerships

20



Summary 2

These high priority harmonisation items are areas that are necessary for T2S
launch.

“Low” priority items are not less important and they include Tax Procedures
(withholding tax, transaction tax), Shareholder transparency, CSD ancillary
services, market access and interoperability and corporate actions market

standards.

Cross-CSD settlement is complex

Market participants-Agent banks-CSD relationships are evolving

Deutsche Bank
Identifier 21



Proposed considerations

“Market infrastructures play a crucial role in the value chain of securities transactions processing....” European
Banking Federation, Financial Markets

1. Phase 2’s fit-and-gap analysis, 1SO 20022, etc supports national
settlement efficiency and effectiveness

a. Itincludes mention of “Cross-border DVP settlement” models

b. An Asian Model / different ways of collaboration between market
participants?

2. Considerations for any implementation plans that can fall into Year 2014-
2016 time frame

a. 2015: T2S scheduled start date”
b. 2015: CSD R’s T+2 settlement cycle*
c. FATCA and other implementations*

* Dates can change

Deutsche Bank

Identifier 22



Deutsche Bank
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Deutsche Bank's representation in T2S sub- /
structures

Shaded .
Blue ECB Governing
Deutsche Bank is represented CO un Ci |

T2S Programme
Board

National User
CSD Contact
Groups (8 Advisory Group Group (CSDs only)
Countries)

Harmon|§atlon Task Force: Interim SG Corporate SG Messaging
Steering Cross CSD Change Actions Standardisation
Group Settlement Review Group

Deutsche Bank
Identifier
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General Disclaimer

The information and opinions contained herein were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”).
The material is provided for information purposes only. It is not an offer or solicitation to enter into any agreement or contract with Deutsche
Bank. Whilst all reasonable care has been taken to ensure that the facts stated herein are accurate and that the opinions and expectations
are fair and reasonable, Deutsche Bank makes no representation or warranty, express or implied, with respect to the fairness, correctness,
accuracy reasonableness or completeness of the information and opinions but has obtained the information from sources believed to be
reliable. Analyses contained herein are based on assumptions that if altered can change the conclusions reached. Deutsche Bank has no
obligation to update, modify or amend this publication or to otherwise notify a reader in the event that any matter stated, or any opinion,
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Deutsche Bank is not acting and does not purport to act in any way as your advisor. We therefore strongly suggest that you seek your own
independent advice in relation to any legal, tax, accounting and regulatory issues relating to the merits or otherwise of the products and
services discussed. Financial instruments that may be discussed herein may not be suitable for all investors and any investors must make
any investment decision using their own independent advisors as they believe necessary and based upon their specific financial situation
and investment objectives. If a financial instrument is denominatedin a currency other than an investor’s currency, a change in exchange
rates may adversely affect the price or value of, or the income derived from, the financial instrument, and any investor in that financial
instrument effectively assumes currency risk. Prices and availability of any financial instruments described are subject to change without
notice. Nothing contained herein shall constitute any representation or warranty as to future performance of any financial instrument, credit,
currency, rate or other market or economic measure as past performance is not necessarily indicative of future results.

This material and the information contained herein may not be reproduced in whole or in part without the prior written consent of Deutsche
Bank AG. In the UK this publication is approved and/or communicated by Deutsche Bank AG London Branch, a member of the London
Stock Exchange;in the U.S. it is approved and/or distributed by Deutsche Bank Securities Inc., a member of the NYSE, the NASD and
SIPC; in Hong Kong it is distributed by Deutsche Bank AG Hong Kong; in Korea by Deutsche Securities Korea Co. and in Singapore by
Deutsche Bank AG, Singapore Branch. Any investments or services described herein are not available for the use of private customers as
defined by the rules of the UK’s Financial Services Authority. The securities have not and will not be registered under the US Securities Act
of 1933 as amended (The Securities Act) and the issuer has not and will not be registered under the US investment company act of 1940, as
amended (the investment Company Act) The notes may not be offered, sold, resold, delivered or transferred within the US or to, or for the
account or benefit of US persons (as such term is defined in Regulation S under the Securities Act) except in accordance with the Securities
Act or an exemption therefrom and under circumstances designed to preclude the issuer from having to register under the Investment
Company Act.

Copyright© 2009 Deutsche Bank AG
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TOKYO PRO-BOND Market

Case study on TPBM: ING Bank N.V.

Kazuhiro IIDA
Manager, Market Development
TOKYO AIM, Inc.
17t April 2012

TOKYO A/

A subsidiary of the Tokyo Stock Exchange Group, Inc. Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved.



Outline of TOKYO PRO-BOND Market



_ PRO-BOND
Introduction riet

O Japanese institutional investors are developing stronger demand to invest in non-

Japanese issuers to accelerate portfolio diversification.

O TOKYO PRO-BOND offers a full English disclosure framework so that potential
Samurai issuers can tap the market without going through onerous documentation

process.

O TOKYO PRO BOND offers a cost effective fund-raising scheme for non-Japanese

issuers compared to more costly Samurai process.

O Japan continues to be a strong fixed income fund raising market.

»In 2010 and 2011, 9.8 trillion JPY and 8.5 trillion JPY (123 billion USD and 106
billion USD) was issued in the corporate bond sector, in which foreign issuers
accounted for 1.9 trillion JPY and 1.8 trillion JPY (24 billion USD and 23 billion
USD).

(assuming 1USD=80JPY)

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 3



. : . PRO-BOND
Revision of the Financial Instruments and Exchange Act of Japan rket

The Financial Instruments and Exchange Act (“FIEA”) was amended in June

2008 and became effective in December 2008

Key Points of Revision:

professional investors .
: @ The new disclosure requirements include revisions on language and accounting

standards. Company disclosures will not need to be submitted to the Kanto

Local Financial Bureau.

* Pursuant to the revised act, TOKYO PRO-BOND Market Rules and Regulations

were published on May 17, 2011;
= http://www.tokyo-aim.com/probond_e/rules.html

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved.



PRO-BOND
Who are the “Professional Investors”?

Investors eligible to invest directly in TOKYO PRO-BOND are as follows:

Specified Investors

v Qualified institutional investors, listed companies, and private companies with
over ¥ 500 million in paid-in capital
v Government agencies and Bank of Japan

Approved Specified Investors (those who apply and receive approval from
securities firms to enjoy TOKYO PRO-BOND Market.)

v Legal entities (e.g. regional public authorities, private companies less than
¥ 500 million in paid-in capital)

v Individuals with over ¥300 million in net assets and with at least one year of
financial investment experience

Non-residents (both professional and retail investors)

\ /

\_ A

* Issuers shall enter into a contract with bond holders via its underwriter that no transfer may be
made except for a transfer to the Professional Investors.

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 5



PRO-BOND
Listing Requirements (Art. 9 of the Rules)

There are TWO requirements for listing on TOKYO PRO-BOND Market:

Credit Rating Requirement

v A credit rating shall be received from major credit rating agencies.
v The “credit rating” applies also for a program such as MTNs.
v The “Major credit rating agencies” are S&P, Moody’s, Fitch, JCR, and R&.

Lead Managing Underwriter Requirement

v Alead managing underwriter shall be a securities
company registered on the Lead Managing
Barclays Bank PLC

Underwriter List (“LiSt”)- Barclays Capital Japan Ltd.

Citigroup Global Markets Japan Inc.
Credit Suisse Securities (Japan) Limited
Daiwa Securities Capital Markets Co. Ltd.
Deutsche Securities Inc.
Mitsubishi UFJ Morgan Stanley Securities Cor, Ltd.
Mizuho International plc
* Listing Requirements examination period is one business day. Mizuho Securities Co., Ltd.

Nomura International plc

Nomura Securities Co., Ltd

Nomura Securities International Inc

RBS Securities Japan Limited

SMBC Nikko Securities Inc.

Lead Managing Underwriter List

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 6



TOKYO PRO-BOND
Summary of Disclosure System of TOKYO PRO-BOND Market ke

_ Existing Disclosure System TOKYO PRO-BOND Market

Disclosure Language Japanese Japanese or English

Period Approximately Two Months A few weeks
(If the issuers disclose their annual report in their home

(from the beginning of drafting (If the issuers has not yet issued their bonds in
disclosure documents to the closing day) Japan) countries, including period for listing procedures)
- Japan GAAP
Japan GAAP * IFRS
Accountlng Standards ( If the company has not disclosed financial * US GAAP
statements in another country before) e Other standards approved by TOKYO
AIM
Listing n/a Required
Investors No Restrictions Professional investors and non-residents
Program Listing (i.e. MTN) n/a Yes

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved.



Listing Fee for TOKYO PRO-BOND Market

TOKYO PRO-BOND

Fee

Program fee

Program
Issuance
Program amount
increase fee
Issuance
without Initial listing fee
Program

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved.

JPY 1,000,000

JPY 1,000,000

JPY 1,000,000

Last day of the month following
the month of Pl submission

Last day of the month following
the month of updated PI
submission

Last day of the month following
the month of listing



Case Study: ING Bank, N.V.



/0 PRO-BOND
Schedule riet

= 30 March 2012
v' Program listing of JPY 200 billion (USD 2.5 billion)
= 10 April 2012

v" Pricing of the JPY 50.7 billion (USD 630 million) drawdown

v' Listing application was approved

m 16 April 2012

v' Payment day

m 17 April 2012

v' Listing of the bonds

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 10



_ PRO-BOND
Program Information of ING Bank N.V. rket

m |ssuer Name

ING Bank N.V.
m  Type of Securities
Senior Bonds
®m Program Duration
30 March 2012 to 29 March 2013 (1 year program with an automatic rollover)
m  Maximum Outstanding Issuance Amount
JPY 200 billion (USD 2.5 billion)
m Credit Ratings for the Program
Aa3 (Moody’s), A+ (Standard & Poor’s), A+ (Fitch)
m  Underwriter of the program

Barclays Capital Japan Limited

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 11



Drawdown of the 1stissue by ING Bank N.V.

Issuance Amount

JPY 50.7 billion (USD 630 million)

Coupon
1.4%
Maturity
2 years
Credit Ratings
Aa3 (Moody’s) A+ (Standard & Poor’s), A+ (Fitch)

Joint lead managers

Barclays Capital Japan Limited, Nomura Securities, SMBC Nikko Securities

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved.

PRO-BOND

12



/0 PRO-BOND
Why Tokyo PRO-BOND Market? Ao

m English disclosure
m Less onerous documentation process

m Efficient access to Japanese institutional investors

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 13



, /O PRO-BOND
Investor profile of the deal '

m Major investors including banks, regional banks, insurance
companies, and asset management companies, according

to lead managers.

m Attracted foreign demand (foreign investors prefer English

disclosure).

m Domestic investors welcomed the ING deal because it was
an attractive first-time foreign issuer in Japan through the
Tokyo PRO-BOND Market.

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 14



o PRO-BOND
Distinctions from other markets riet

m Distinction from the Euro market
v' Governing law is Japanese law
v' Settlement is in Japan (Jasdec)
v Japanese market convention is used, including interest rate calculation

v’ Less onerous legal restriction on reselling

m Distinction from the Samurai issue
v English disclosure

v More efficient preparation (i.e. documentation) and costs but less liquidity

Copyright (c) 2012 TOKYO AIM, Inc. All rights reserved. 15



End of the presentation
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Constraints in Bond Issuance Window in Japan NOAURA
I

Issuers who are looking to access the Japanese bond market via public offering have to consider various
aspect as follows:

= Market Conditions
— Holiday seasons, fiscal year end
— Economic calendar, bond auctions, political events etc.
— Issuers’ earnings releases and blackout periods

= Legal Requirements

— Annual Securities Report (“ASR”), Semi-Annual Securities Report (“Semi-ASR”), Quarterly Securities Report
(“QSR”)

— Cooling-off period for a valid Shelf Registration Statement upon filing of specified documents

m Underwriting Requirements
- Due diligence procedure (incl. comfort letters)
- Sufficient marketing period



Overview of Bond Issuance Windows throughout the Year NOMNURA

I
m For Japanese domestic corporate issuers, approximately 100 business days of issuance windows are open, out of 200 business days
where the investors are active
— Itis a market practice that no disclosure events should be planned during an offering period

— A frequent issuer with a valid Shelf Registration Statement usually performs due diligence (“DD”) on ASR and QSR after each filing, which
takes about 1-2 weeks

m For foreign issuers, issuance windows will depend on the timing of the ASR filing, individual blackout periods before earnings releases or
reports and, as necessary, a translation of such information to be announced in their home markets

— Preparation takes 3-4 weeks to issue bonds off a Shelf program

Bond Issuance Windows for Public Offering in Japan

| Apr | May | Jum | Ju | Aug | sep | Ot | Nov | Dec | Jam | Feb | Mar |

Seasonal trends Golden Week Mid-summer 1H end Year-end & 2H end
holidays holidays New Year holidays
of Investors

0 Annual Shareholders'  1Q earnings 2Q earnings 3Q earnings

g Meeting release release release

g Co;pgg:leong:ts Ounnnd @ubDBiprocess ¢ ¢ DBgpiocess ¢ @=PBpiocess & @ulBpiocess

® Annual earnings release ASR filing QSR filing QSR filing QSR filing

»

(]

: -

o

8 — ) ¢ a =) < N <&
« 2 1Q earnings 2Q earnings 3Q earnings 4Q & full year earnings
§ '-g 'g Corporate Events release/report . release/report . releas’e/report release’/report .

o 2 i
8% E & Disclosure ASR filing Semi-ASR Annual Report
s S § filing (in home market)
g § = - Translatio Translatj
22 > > > — S

* Foreign Issuers represent those who have a continuous disclosure obligation



TOKYO PRO-BOND Market and the Latest Update

NOAURA

TOKYO PRO-BOND Market allows for a simpler and more cost-effective documentation, enabling more flexible

and timely issuance

What TOKYO PRO-BOND Market offers

= Option of English language disclosure
m  Program listing which allows flexible and timely bond issuances in response to market conditions
m  Minimum continuous disclosure

f/‘_/ -\\\
=~

4 Benefit for issuers

The long-awaited first PRO-BOND transaction is now launched
ING Bank’s PRO-BOND transaction

= On March 30, ING Bank (“ING”) became the first issuer to list its program on the TOKYO PRO-BOND Market
= Following a 1-week marketing period, ING successfully priced JPY50.7 billion (approx. USD620mm) 2-year bonds

m The bonds were distributed to major banks, specialized banks, insurance companies, asset managers, regional banks, shinkin banks as

well as international investors



Transaction Details of ING Bank’s PRO-BOND Offering NOANURA

Issuer ING Bank N.V.

Credit Ratings Aa3: Moody’s / A+: S&P / A+: Fitch

Listing TOKYO PRO-BOND Market

Securities Offered Fixed Rate Senior Unsecured Bonds

Target Investors Spec_;ifi_ed Professional Investors and non-residents of Japan under transfer
restriction

Issue Amount JPY50.7 billion

Tenor 2 years

Pricing Date April 10t 2012

Settlement Date April 16t 2012

Maturity Date April 16t, 2014

Coupon 1.40% payable semi-annually, NL/365, unadjusted

Issue Price 100.00

Re-offer Spread 100bps over 2-year JPY Swap Offer Rate

Governing Law Japanese Law

Denominations JPY100,000,000

Fiscal Agent Mizuho Corporate Bank

Settlement (I?:J?At)SI(E)eEr]g;/ transfer system via Japan Securities Depository Center, Incorporated

Joint Lead Managers Barclays Capital, Nomura Securities, SMBC Nikko Securities



Disclaimer NOMNURA

This material has been prepared for your private information and reference for domestic use only by Nomura Securities, Co., Ltd (“Nomura”). Copyright
2012 Nomura Securities, Co., Ltd. All rights reserved. Clients shall independently consult with legal attorneys, accountants, tax advisors etc. upon
making any decision related to the contents of this material. The information and opinions contained in this material have been obtained from sources
believed to be reliable, but no representations or warranties, express or implied, are made that such information is accurate or complete and no
responsibility or liability can be accepted by Nomura for errors or omissions or for any losses arising from the use of this material. No part of this

material shall be reproduced or redistributed in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without prior
written permission of Nomura.



Other Issues of SF1 and SF2

- Update / management of Phase 1 Report —

ADB Secretariat

8th ABMF Meeting
Manila, Philippines, 17-18 Apr 2012



Update : Basic Procedure

Collecting Information/Data

Revising/Updating

Confirmation by ABMF member

Publishing (ABMF Web)




Update : Ad-hoc updating team

d  Participation

v" ADB secretariat team
v SWIFT ( to utilize SMPG network and other resources)
v' Other experts appropriate and available

d Provide key support for Step 1 and Step 2

v" Facilitating information collection from various sources
v Directly and indirectly revising and updating the reports



Update : Procedure and Responsibility

: Updating Team
Collectin
Information /gData (ADB Secretariat, SWIFT, & Others)

- Support collecting info/date
- Support revising/updating
- Facilitate ABMF member confirmation

Revising/Updating

Confirmation by ABMF members
ABMF member L
- Provide inputs for Info/data

- Provide revision/update
- Confirm the revision/update

Publishing
(ABMF Web)

ADB Secretariat

l.

Mirror system (Optional, ex: SWIFT)



Update : Schedule

d Ad hoc and partial revision

v" When directly requested by respective ABMF members with
revisions made by themselves

v When respective ABMF members confirmed the revisions
made by updating team

d Regqular update

v By annually

v ABMF members review and check the need of revision of
respective market guide at the end of every year

v Updating team provides collected information and facilitates
regular update process



Translation into local languages

O Several members showed interests in translation

d Due to copy right issue, there should be translation
license agreement (TLA) between ADB and
interested institution before translation

v' Common template of TLA is available to all ABMF members
upon request

d After TLA, translation could be done in part or full
report without any copyright charge

d However, the only official report is the English
version posted on the ABMF website



Welcome comments and Feedback

Many thanks!
ADB Secretariat



Dissemination of the
ABMF Report

Matthias Schmidt

ADB Consultant

8th ABMF Meeting, Manila, Philippines
17 /18 April 2012



= B
(D Publication / Press Release

- Published 4 April 2012

_h .
N ASEAN+3 ADB press release
4

Bond Market Guid
ona Maret B . PDF format

- 1,532 pages

- 9.4 MB

- Available online

Asian Development Bank



" I
@ Distribution of ABMF Report (1)

o 46 (SF1) and 34 (SF2) ABMF Members
o 16 Observers, plus ABMI via TF3 Chairs
o 14 Finance Ministers

o 23 Market Visit Participants/Groups (non-
members: law firms, financial institutions,
regulators...)

o Plus, professional contacts of members



" I
@ Distribution of ABMF Report (2)

- 9 Channels, Feeder or Mirror Sites:
o ASIFMA
o BPAM
o Euroclear
o KSD (announcement in Korean)
o NTT Data Japan (announcement in Japanese)
o Omgeo
o SMPG
o SWIFT
o Waseda University (announcement in Japanese)



New geve

opmel

. in Asian Dond ﬂ‘-il’l{ej[

Euroclear

ABME publishes Bond Market Guide { I-_;I

Waseda U

ASEAN+3 HAA
SYUEILA U

ORMIZH3, 117H=0 ZHZLAIRIO] Cist

SMEES +85t
"ASEANA-3 Bond Market Guide{ADB) ;2 7t

\”J

SHPIAY D HOIX| BFE7L7] p

KSD



" B
@ Distribution of ABMF Report (3)

- 7 International Experts, via client communication,
and/or organisational websites
o Bank of Tokyo-Mitsubishi UFJ
o BNP Paribas
o Citibank
o Deutsche Bank
o Hong Kong and Shanghai Banking Corporation
o J.P. Morgan
o State Street Bank and Trust



-
@ Introduction to Public at large

o Wider dissemination of key messages, both from
ABMF Report and planned Phase 2 activities

o Use market/business contacts!
o Engagement with trade press, where suitable

o Market Visits from June to August
o 9" ABMF Meeting in Seoul (?!)
o SIBOS 2012 in Osaka (29 Oct — 2 Nov)



Thank you all for a successful,
timely and comprehensive
distribution of the ABMF Report!
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