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32nd ASEAN+3 Bond Market Forum (ABMF) Meeting

China Capital Market Institute (CCMI), Shenzhen, People’s Republic of China
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The ASEAN+3 Bond Market Forum (ABMF) was established in May 2010 by the finance
ministers of the Association of Southeast Asian Nations (ASEAN) plus the People’s Republic of
China, Japan, and the Republic of Korea—collectively known as ASEAN+3—under the Asian
Bond Markets Initiative (ABMI). The Forum is the only regional platform of which actions and
recommendations are reported to the ASEAN+3 policy discussion. It functions to integrate the
ASEAN+3 markets through standardization and harmonization of regulations and market
practices as well as market infrastructures relating to cross-border bond transactions.

Since its establishment, the ABMF has produced various outputs and created impacts. In 2012,
the ABMF released the ASEAN+3 Bond Market Guide, the first officially recognized publication
of bond market regulations and settlement procedures in ASEAN+3 economies. The market
guide helped narrow information gaps and increase market transparency, which was often
regarded as the biggest barrier to market entry. In 2014, to provide policy recommendations to
standardize securities transaction flows in the region, ABMF published the Sub-Forum 1 (SF1)
Phase 2 Report: Proposal on ASEAN+3 Multi-Currency Bond Issuance Framework (AMBIF) as
a regionally standardized bond issuance framework, and the Sub-Forum 2 (SF2) Phase 2
Report: ASEAN+3 Information on Transaction Flows and Settlement Infrastructures. After the
endorsement of both reports by the ASEAN+3 finance ministers in 2015, ABMF released two
Phase 3 reports: Implementation of the AMBIF: ABMF SF1 Phase 3 Report, and Harmonization
and Standardization of Bond Market Infrastructures in ASEAN+3: ABMF SF2 Phase 3 Report.
The SF1 Phase 3 report contained the Single Submission Form (SSF) to be utilized in the
markets participating in AMBIF and explained the procedures for issuing an AMBIF bond. The
SF2 Phase 3 report (i) identified and agreed upon key transactional financial messages to be
harmonized and standardized to facilitate cross-border bond transactions, and (ii) successfully
demonstrated the readiness of the region to implement key international standards such as ISO
20022 by 2025. As a result, implementation of ISO 20022 was included as one of the strategic
measures for financial integration in the ASEAN Economic Community Blueprint 2025.

ABMF meetings are held three times a year, bringing together more than 100 experts from the
ministries of finance, central banks, securities market regulators, central securities depositories,
securities exchanges and market operators, financial market associations as well as major
financial institutions and IT vendors in the region. The forum is open to experts who are
interested in bond market developments and regional financial cooperation.

The 32" ABMF will be organized jointly by the Shenzhen Stock Exchange. The Forum plans to
discuss:

e Recent development of Chinese Exchange Bond Market

e Green bond: how can we develop the ASEAN+3 market practices?

e ABMI updates
The 19" Cross-Border Settlement Infrastructure Forum will be co-organized by Asia Prime
Collateral Forum. Thus, it will be an open forum to ABMF participants. The Forum plans to
discuss cross-border collateral and repo in Asia.
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DAY 1 - 17 October 2019

China Capital Market Institute(CCMI)
Shenzhen, People’s Republic of China

ABMF Sub Forum 1 Meeting

TIME

PROGRAM

VENUE: Auditorium Hall, 2nd Floor, Buiding B, CCMI, Xili Qinyang 2nd Road, Nanshan District,

Shenzhen (Building next to Building A)

08:30 — 09:00 | Registration
09:00 — 09:15 | Photo Session
. . Opening Speech by Mr. LI Chao, Vice Chairman of China Securities Regulatory
09:15-09:20 L9
Commission
. . Welcome Remarks by Mr. WANG Lixin, Vice Mayor of the Shenzhen Municipal People’s
09:20 — 09:25
Government
. . Welcome Remarks by Mr. WANG Jianjun, President and CEO of Shenzhen Stock
09:25 - 09:30
Exchange
09:30 — 09:35 Welcome Remarks by Mr. Satoru Yamadera, Principal Financial Sector Specialist,
' ' Economic Research and Regional Cooperation Department, Asian Development Bank
09:40 — 09:50 | Coffee Break
ABMF Sub Forum 1 (SF1) Meeting
09:50 — 09:55 | Opening Remarks by Mr. Koji Ito, ABMF Sub Forum 1 (SF1) Chairman
China Bond Market Overview
Keynote Speech 1: The Recent Development of China’s Economy by Mr. SONG
09:55 - 10:20 | Guogqing, Professor of Economics at the National School of Development of Peking
University
10:20 — 10:45 Keynote Speech 2: Exchange Bond Market Development by Mr. CHEN Fei, Director of
’ ' Corporate Bond Supervision Department, China Securities Regulatory Commission
Keynote Speech 3: Launch of China’s Exchange Bond Market Guide and role of
10:45 — 1055 exchange in developing a bond market by Mr. Satoru Yamadera, Principal Financial
’ ' Sector Specialist, Economic Research and Regional Cooperation Department, Asian
Development Bank (ADB)
Panel 1: The Role of the Bond Market in supporting the Development of the
Guangdong-Hong Kong-Macao Greater Bay Area
Moderator: Mr. LIU Fuzhong, Director of International Department, Shenzhen Stock
Exchange (SZSE)
10:55 - 11:30

Panelist:
1. Ms. CAO Jiajia, Deputy Division Director, Government Bonds Division, Budget
Department of Ministry of Finance of China

2. Mr. WEN Ping, Deputy Director-General, Authority of Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone of Shenzhen
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3. Ms. TAN Yonghui, Director of Fixed Income Department, Shenzhen Stock
Exchange

4. Ms. SHU Chang, Chief Asia Economist, Bloomberg

Panel 2: Latest Development in the Exchange Bond Market (Factor Flow and
Opening up)

Moderator: Ms. NI Gaiqin, Division Director, Corporate Bond Supervision Department,
China Securities Regulatory Commission

Panelist:
1. Mr. ZONG Jun, Director of R&D Department, China Central Depository &

11:30 — 12:05 Clearing Company
2. Mr. Satoru Yamadera, Principal Financial Sector Specialist of Asian
Development Bank
3. Mr. WANG Jianguo, Deputy Director, Fixed Income Center, Shanghai Stock
Exchange
4. Mr. ZHU Liyuan, Deputy Director, Bond Business Department, China Securities
Depository and Clearing Corporation Limited
12:05-12:10 | Wrap-up by Mr. Satoru Yamadera, Asian Development Bank
12:10 —13:00 | Lunch (Dining Hall B)

Venue: A317 Conference Room, Building A, China Capital Market Institute

Shenzhen, People’s Republic of China

How to develop a regional green bond market under the ABMI

13:30 — 14:00

Session 1: State of the Market — Recent Developments of Global Green Bond Market
and its implication on Asian Markets by Mr. Cedric Rimaud, ASEAN Program Manager,
Climate Bonds Initiative

14:00 — 14:30

Session 2: Overview of the Green Bond Market in China by Ms. Judy Li - Partner,
Climate Change & Sustainability Services, Financial Services, Ernst and Young (Beijing)

14:30 — 15:00

Seesion 3: Green Bond Market Development in ASEAN countries by Mr. Kosintr
Puongsophol, Financial Sector Specialist, Economic Research and Regional Cooperation
Department, Asian Development Bank

15:00 - 15:15

Coffee Break

15:15 -16:15

Panel 3: Experience Sharing on China Onshore Green Bond Issuance

Moderator: Ms. Chan Ka Yi, Head of International Business, Fixed Income Department,
Shenzhen Stock Exchange

Panelist:
1. Mr. Cheng Daming, Executive Director, China International Capital Corporation
Limited

2. Ms. Gan Luying, Head of Sustainable Bonds, Debt Capital Markets, Asia Pacific,
HSBC

3. Mr. Zhang Han, CEO of iGreen Bank

4. Ms. Liu Chubai, Head of Innovative Business, Fixed Income Department,
Shenzhen Stock Exchange
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16:15 - 16:25

Session 4: Outline of the New Technical Assistance to Create Necessary
Ecosystems for Green Bond Market Development in ASEAN+3 by Mr. Kosintr
Puongsophol, Financial Sector Specialist, Economic Research and Regional Cooperation
Department, Asian Development Bank

16:25 - 16:30

Closing Remarks by Mr. Satoru Yamadera, ADB and Mr. Koji Ito, ABMF SF1 Chairman

Meet the market in PRC
Chinese market players are invited to join

16:35 - 17:45

Session 5: What is ABMI, ABMF, and AMBIF? by Mr. Satoru Yamadera, ADB

- ADB will explain various initiatives under the Asian Bond Markets Initiatives. In addition,
ADB will explain how these initiatives will be linked with the Chinese bond market
development such as Panda bond, local currency funding by the Chinese corporates,
and cross-border collateral.

- Q&A

18:00 — 19:00

Welcome dinner hosted by SZSE (Dining B Hall, CCMI)
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DAY 2 - 18 October 2019

Venue: A317 Conference Room, China Capital Market Institute

Shenzhen, People’s Republic of China

ABMF Sub Forum 2 Meeting - (Morning)

TIME PROGRAM
08:30 — 09:00 | Registration
09:00 — 09:05 | Opening Remarks by Mr. Seung-Kwon Lee, ABMF Sub Forum 2 (SF2) Chairman
Update of ABMI
Session 6: Update of Bond Market Guide Drafting and Recent Developments in
ASEAN+3 Bond Markets by ADB Secretariat
09:05 - 09:30 e Mr. Matthias Schidmt, Lead Bond Business and Financial Operation Specialist, ADB
Consultant (ABMF SF1)
¢ Prof. Shigehito Inukai, ADB Consultant for ABMF SF1
09:30 — 10:00 Session 7: Recent ASEAN+3 market developments by Ms. Shu Tian, Economist
) ’ (AsianBondsOnline), Asian Development Bank
10:00 — 10:30 Session 8: Update by Credit Guarantee and Investment Facility activities by Mr.
) ’ Dong Woo Rhee, Chief Financial Officer, Credit Guarantee & Investment Facility (CGIF)
10:30 — 10:45 | Coffee break
Session 9: Account Structure and KYC Process by ADB and ABMF International
10:45-11:55 | &XPert
e Mr. Satoru Yamadera, Principal Financial Sector Specialist, ADB
e Mr. Shinya Kim, Manager, NTTDATA Systems Technologies Inc.
11:55-12:00 | Wrap-up by Mr. Satoru Yamadera, ADB and Mr. Seung-Kwon Lee, ABMF SF2 Chairman
12:00 - 13:00 | Lunch (Dining Hall B)
(Afternoon)
19th Cross-Border Settlement Infrastructure Forum (CSIF)
Venue: A317 Conference Room, China Capital Market Institute, Shenzhen, PRC
-open session together with ABMF members
13:00 — 13:05 | Opening Remarks by Mr. Seung-Kwon Lee CSIF Vice Chairman
Cross-Border Collateral and Repo in Asia
13:05 - 13:30 Building a culture of repo collateral for bond market development by Mr. Josh Galper,
Managing Principal, Finadium LLC — Asian Prime Collateral Forum (APCF)
13:30 — 14:45

Possible models in Asia by Mr. Satoru Yamadera, Principal Financial Sector Specialist,
Economic Research and Regional Cooperation Department, Asian Development Bank (15 min)
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Cross-border tri-party repo in Asia: Impediments and challenges

Clearstream Banking S. A. by Mr. Davin Cheung, APAC Head, Banking, Funding &
Financing (15 min)

Euroclear Bank by Mr. Danny Missotten, Deputy Head of Global Capital Markets &
Funds, Hong Kong Branch (15 min)

JP Morgan by Mr. O’Delle Fitzromeo Burke, Head of Collateral Services — APAC,
Collateral Services, Securities Services (15 min)

China Central Depository & Clearing Co., LTD. (CCDC) by Mr. Fei Tao, Business
Manager, Collateral Management Center, Shanghai HQ (15 min)

Current market transactions
Most observed currencies and securities

14:45 — 15:00

Coffee Break

15:00 — 15:20

Central Bank Collateral Frameworks for ABMI by Dr. Gongpil Choi, Director of
Asian Prime Collateral Forum (APCF) and Korea Institute of Finance (KIF) Center for
Finance and Technology

15:20 - 16:35

How Asia can increase more cross-border collateral and Repo transactions?

Panel discussion

Mr. Davin Cheung, APAC Head, Banking, Funding & Financing, Clearstream Banking
S.A.

Mr. Danny Missotten, Deputy Head of Global Capital Markets & Funds, Euroclear
Bank (Hong Kong Branch)

Mr. O’Delle Fitzromeo Burke, Head of Collateral Services — APAC, Collateral
Services, Securities Services, JP Morgan

Mr. Yulu Pu, Senior Manager, ChinaBond Collateral Management Center, Shanghai HQ,
China Central Depository & Clearing Co., LTD. (CCDC)

Mr. Joon Hwan Im, Senior Research Fellow, Korea Insurance Research Institute
(KIRI) - Asian Prime Collateral Forum (APCF)

Moderator: Mr. Satoru Yamadera, Principal Financial Sector Specialist, Economic
Research and Regional Cooperation Department, Asian Development Bank

16:35 - 16:55

Closing Remarks by Prof. Kim Kyung-Soo, Former President of the Bank of Korea
research institute and ex-chairman of the Korean Economic Association

Page 6 of 6
AGENDA 32nd ABMF & 19th CSIF Mtgs as of 160ct2019_v3.docx




Update on ASEAN+3 Bond Market Guides
and
AMBIF Implementation Guidelines

Shigehito Inukai, ADB Consultant and CMAA
Matthias Schmidt, ADB Consultant

32" ABMF Meeting, Shenzhen, People’s Republic of China
Day 2, 18 October 2019




Points to Cover

(1) Announcing the Publication of the Exchange Bond Market BMG
(2)Status of ASEAN+3 Bond Market Guides

(3) The China Inter-Bank Bond Market (CIBM) BMG

(4)New Update Approach for Bond Market Guides

(5)Next Steps for ASEAN+ Bond Market Guides

(6)Update on AMBIF Implementation Guidelines

(7)Next Steps for AMBIF Implementation Guidelines

(8)Q&A



Announcing the Publication of the Exchange Bond Market BMG

ASEAN+3 BOND
MARKET GUIDE

EXCHANGE BOND MARKET IN THE
PEOPLE'S REPUBLIC OF CHINA

OCTOBER 2019

llllllllllllllllll

181 pages

Available from 17 October 2019 on www.adb.org

and www.asianbondsonline.adb.org

Thanks for the patience, efforts and
strong support from the CSRC, SSE,
SZSE, CSDC, SAC and other
stakeholders in the exchange bond
market!

ADB Secretariat



Status of ASEAN+3 Bond Market Guides e of 17 ocober 2019)
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The China Inter-Bank Bond Market (CIBM) BMG

Compilation and clarifications nearing completion

Discussions in Beijing and Shanghai this week will help conclude topics

Distinct from exchange bond market, limited re-usability of information
Specific terminology and need to translate, then interpret regulations

Rapid development and volume of information drive multiple revisions

Presently at 209 pages in MS Word, likely to be largest BMG
Next steps: final input version completion, then first round edit

Target for publication in early 2020



New Update Approach for ASEAN+3 Bond Market Guides

* New, two-pronged approach, for practical reasons

* Supplementary Notes to Bond Market Guides

* In case of specific, single or few updates and/or where significant change
in the market is pending or likely to occur in 12-18 months (e.g.)

* Published as separate, simpler document, posted on AsianBondsOnline

* ABO will create dedicated market information section

* Example: Thailand, PP-Al to PP-Il, tax change; framework revamp in 2020

* Full updates of Bond Market Guides
* Where market info/data outdated or developments require update
* Target: 2016 publications (Hong Kong, Japan), Philippines in 2020
» Please approach ADB Secretariat for market specific drivers/schedule

6



Next Steps for ASEAN+3 Bond Market Guides (BMG)

* Research on,inclusion of additional relevant topics (in updates)
* Green bonds, sustainability bonds, infrastructure bonds (incl. criteria)
* Dispute resolution, arbitration; market practices, (trading) conventions
* KYC, onboarding, tax processing, payment system information
» Other suggestions welcome
* Update of or Integration with SF2 Information (was SF2 Report)
* Publish as updated SF2 report, or integrate with BMG!?
* Some overlap in information exists; easier maintenance as single BMG?
* Two-way synchronization with AMBIF Implementation
Guidelines

*"Integration with AsianBondsOnline



Update on AMBIF Implementation Guidelines

New: publication as standalone documents

* Drivers include

* Multiple issuance per market begin to shape

practices
_ * CGIF stipulates AMBIF issuances, use of SSF
ASEAN+3 Multi-Currency Bond
Issuance Framework * Formal ADB publication, based on BMG style
Implementation Guidelines for
The Philippines * Posted on AsianBondsOnline

OCTOBER 2019

* Philippines ready for edit, then publication
process, by end 2019




Next Steps for AMBIF Implementation Guidelines

* Publication of Philippine Implementation Guidelines
* Updating Thailand in line with BMG supplement information, when possible
* Review, potential updating of Singapore following AMBIF issuances

 Cambodia: new Prakas on Offers to Qualified Investors effective soon

* PR China:initial discussions on AMBIF eligible environment in CIBM, EX
* Indonesia: new professional investor regulations to saturate market first
* Malaysia: need to re-affirm AMBIF Elements, since processes have evolved

* Continuing discussions with (other) market stakeholders
* SSF regularly reviewed/revised, incorporated into Impl GLs by reference

* Consideration how to reflect new practices, e.g. electronic submission



Feedback & Thank You

We welcome any questions or feedback, even if today there may
not be enough time.

Thank you in advance!

Shigehito Inukai Matthias Schmidt

shige.inukai@me.com macschmidt@me.com
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ASEAN+3 BOND MARKET FORUM

Economic and Bond Market Developments in
Emerging East Asia

AsianBondsOnline (ABO) Website Updates
«

Donghyun Park
Shu Tian

ABO Asian Development Bank



Asia’s Economic Outlook




;7 Key Messages

* Developing Asia’s growth forecasts are revised down, to 5.4% in 2019 and 5.5%
in 2020

* Signs of moderating growth are already evident in the PRC and India, and in
many other economies in the region

* Inflation to pick up slightly due to food prices, but remains muted at 2.7% in
2019 and 2020

 Downside risks to the outlook have increased

* The US-PRC trade tensions remain the primary risk to growth and financial
stability.



77 Growth prospects in developing Asia dim ...

The revisions are due to:

o GDP growth
(0]
7 1 Developing Asia excl. NIEs * Slowing global activity and trade
(Update)
6.5 = Developing Asia excl. NIEs | 2053
o (ADO 2019) GDP growth (%)
6.2 / Actual | ADO Update | ADO Update
_____ 6.1
6.0 -=-
6 - 6.0 Advanced economies® 2.2 19 17 4 16 14 |
Developing Asia 5.7 / Developing Asia _ |
Upd Se ADO 2019 >
(Update] 5‘4--~--__5_>.6( ) United States 29 24 23 4 19 19
: 5.5 ' [
Euro area 1.9 15 10 4 15 10 4
c Japan 0.8 08 12 T+ 06 05 4
2016 2017 2018 2019f 2020f

 Re-escalation of the US-PRC trade conflict

NIEs = newly industrialized economies of Hong Kong, China; Republic of Korea; Singapore; and
Taipei,China

* Sharp contraction in global electronics

Source: Asian Development Qutlook 2019 Update database. CyC|e

ABO ADB

AsionBondsOnline
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Y YGrowth projections are revised down for developing Asia’s
largest and most open subregions.

2019 2020 2019 2020
ADO Update ADO Update ADO Update ADO Update
East Asia 5.7 5.5 J 5.5 54 J South Asia 6.8 6.2 J 6.9 6.7 J
China, People’s Rep. of 6.3 6.2 4 6.1 6.0 | Bangladesh 8.0 81 1T 8.0 8.0
Hong Kong, China 2.5 03 J 2.5 1.5 4 India 7.2 6.5 7.3 7.2 4
Korea, Rep. of 2.5 2.1 4 2.5 2.4 ¢ Pakistan 3.9 33 ¢ 3.6 2.8 ¢
Taipei,China 2.2 2.2 2.0 2.0
Central Asia 4.2 4.4 1 4.2 4.3 1
Southeast Asia 4.9 4.5 | 5.0 4.7 Azerbaijan 2.5 26 1T 2.7 24 |
Indonesia 5.2 51 J 5.3 52 ¢ Kazakhstan 3.5 3.7 33 3.4 1
Malaysia 4.5 4.5 4.7 4.7
Philippines 6.4 6.0 { 6.4 6.2 4  The Pacific 3.5 4.2 3.2 26 4
Singapore 2.6 0.7 ¥ 2.6 1.4 4 Fiji 3.2 29 4 3.5 32 ¢
Thailand 3.9 3.0 3.7 32 ¢ Papua New Guinea 3.7 48 1T 3.1 2.1 ¢
Viet Nam 6.8 6.8 6.7 6.7
Developing Asia 5.7 541 5.6 5.5 ¢  Excluding NIEs 6.2 6.0 v 6.1 6.0 ¥

ABO Notes: 1* Upgraded forecast; 4, Downgraded forecast; and no symbol = unchanged.
2T




RA
Y ... With weakening domestic demand.

Demand-side contributions to GDP growth

Percentage points m Consumption M Investment Net export O GDP growth
6.6 63 | 71 6.8
o M o 22 51 47 47 [O 50'5 ®
5 4 O | § © e
3.0 2.7 3.1 2.6 | ‘mR° O 26
' 1.9 O 2.1
O O ® O
0.5 O )
0 - @, )
-5 -
e} (@)] (o] (@)] 0 (@) e} (e)] (o] (@)] o0 (@) e} (@)] (o] (@)] o0 (e)] e} e)} (o] @)}
— — i - — i — — i i i i i i i i i i i i i i
(@) o o o o o o o o o o o (@) o o o o o o o o o
(@] (@] N N (@] (gl N (@] (gl (@l (@] (gl N (@] (gl N (@] (gl N (@] (gl N
— x o — — - — — - — — -
T - T T T T T T T T T
of
PRC India Hong Kong, [Rep. of Korea| Singapore |Taipei,China| Indonesia Malaysia | Philippines | Thailand Viet Nam
China

H = half; NIE = newly industrialized economies; PRC = People’s Republic of China.
Note: For India, data is for the first quarter (April-June) of the corresponding fiscal year.
Sources: Haver analytics (accessed 2 September 2019); ADB estimates.
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77

Escalating US-PRC trade tensions

Chronology of US-PRC trade conflict, 2018-2019

<]

US actions:

still to be implemented it R
— — — — — — ari ates:
Yalue tofftotal /7 \ 7 \ /7 \ Ve \ 7 \ 7 \ 7 \
e a a
PRC (2018): ‘I ] |I A ’. |I |I i |I ’. |I ] |I i 0%-10%
$539.7 bn ' ' ' 11%-15%
\N |/ \ |/ \ .l / Al S S \ .
Est. value of ~‘— R
tariff-affected $3.4bn $46.6 bn $260 bn $260 bn $374 bn $374 bn $536.1 bn 26%-30%
imports from (22 Jan/23 Mar) (6 Jul/23 Aug) (24 Sep) (10 May) (1Sep) (15 Oct) (15 Dec)
PRC:
PRC actions:
Value of total 0%-10%
Imports from -~ -~ - - s 11%-15%
the US(2018): \/ y X [ (a0, [0, [0y
s1e5.1 b J \& ) \&) vl Vil e
T T T T T 26%-30%
Est. valuc.a of tariff- $3 bn $53 bn $113 bn $113 bn $117.8 bn $120.5 bn
affectedimports (3 Apr) (6 Jul/23 Aug) (24 Sep) (1Jun) (1 Sep) (15 Dec)
from US:
2018 2019
Notes: Bubbles with broken lines (---) show the value of all imports in 2018. Shaded bubbles show the portion affected by tariffs, and shade darkness indicates tariff intensity. The months refer to when the tariffs were

implemented.
Source: ADB staff estimates.
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;7I'rade redirection is already evident in H1 2019 data...

US imports from selected DMCs, 2017-2019

mm Agriculture, Mining and Quarrying W Electronics and Machinery Textile, Garments, Footwear, and Leather ®m Others ——Import growth (%, y-o-y)
PRC Developing Asia minus the PRC
Contributions to growth year on year, percentage points Contributions to growth year-on-year, percentage points
35 - 35 -
25 4 25 ~
5.2 73 69 3.6 9.7
N 2w BB B B
_5 N -5 | T T
-15 - -12.4 -15 -
Viet Nam 33.4 Bangladesh
35 -
25 -
13.4
15 - 9.3
5.4
5 -
1 e 2.9
-15 - -15 -
ABO H1 H2 H1 H2 H1 H1 H2 H1 H2 H1
2017 2017 2018 2018 2019 2017 2017 2018 2018 2019
AsianBondsyOnline ADB
An ADERNS1 Inflofive

Source: CEIC Company (accessed 30 August 2019).



7
7... and will continue if the trade conflict persists

or escalates.

Medium term impact of the trade conflict on GDP

m Agriculture, Mining and Quarrying W Textiles, Garments and Leather m Electronics and Machinery = Services m Other

2.50 %GDP 2.31
200 | Worse-case scenario .
1.50 -

1.00 -

0=0 005 007 0.09 0.11 0.18 0.23 0.30 ﬁ

| —-

-0.19
_0.50 _ -0.28 -0-27 -
-0.67
w
-1.25
-1.50 -
World PRC USA JPN DA ROK SIN IND HKG INO PHI BAN THA MAL VIE
Note: BAN = Bangladesh; PRC = People's Republic of China; DA = developing Asia; HKG = Hong Kong, China; INO = Indonesia; IND = India; JPN=Japan; ROK = the Republic of Korea; MAL = Malaysia; PHI = the
Philippines; SIN = Singapore; THA = Thailand; USA = United States of America; VIE = Viet Nam. Current scenario includes all tariffs implemented as of September 1, 2019. Worse-case scenario includes bilateral
AsianBendsOniine escalation (30% tariffs on all US-PRC merchandise trade) and trade war in autos and auto parts.

A ASERRSY Pt Source: ADB estimates.




;7 Regional inflation is picking up slightly,
but remains benign

Headline inflation Food inflation

%

10-year average (2009-2018): 3.2%

% year on year =—Asia Central Asia
12 - East Asia South Asia
10 - Southeast Asia
ADO 2019 8 A
Forecast: 6 -
2.5%
4 6.3
2 |
O N T T T T T T T T T T T T T T T T T | [ | | | | 1
_2 ]
/.
Forecast 2017 2018 2019

ABO Sources: Haver analytics; CEIC data company (both accessed 5 September 2019); ADB estimates; Asian Development Outlook database.
AsionBondsOnline
A ASEAMN-] infloive
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Bond Market Developments
in Emerging East Asia




Y5 Emerging East Asia’s LCY bond market expanded
to USD15.3 trillion at the end of June

Size of Emerging East Asia’s LCY Bond Market » Government bonds
continued to account for

USD billion . ,
the majority of emerging
18,000 .
16.000 East Asia’s total bond
14.000 stock, representing a
e || 61.8% share
12,000 | ' '

10,000 | > Emerging East Asia’s share

8,000 of LCY bonds outstanding
6,000 to GDP rose to 82.7% at
;-ggg lllIJ the end of June.

0 J_l_l_lllL - - H | ' » Aggregate LCY bond

OO et TR issuance in the region
5% BRI T SRS K i SN SNCI D Tkes e W DD SRR reached USD1.6 trillion in

Q2 2019 amid a recovery in
corporate bond issuance

Note: Emerging East Asia comprises the People’s Republic of China; Hong Kong, China; Indonesia; the Republic and mOdeSt grOWth IN
of Korea; Malaysia; the Philippines; Singapore; Thailand; and Viet Nam.

ABO Source: AsianBondsOnline. govern ment bondS .
2T ADB

® Government Bonds  ®Corporate Bonds
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Yy Regional Bond Market Structure
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Ar ASERN3 nfatve

LCY Bonds Outstanding as
a Share of GDP

Share of GDP (%)
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Source: AsianBondsOnline.
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77 Foreign holdings in LCY government bonds
remained stable

Foreian Holdinas in LCY Government Bonds
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0 o
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—Japan (LHS) —Indonesia (LHS) ——Malaysia (LHS)
——Thailand (LHS) ——Republic of Korea (LHS) —— People's Republic of China {(RHS)
——Philippines (RHS)
LHS = left-hand side, RHS = right-hand side.
Note: Data as of end-June 2019; except for Japan and the Republic of Korea (end-March 2019).
AsianBondsOnline Source: AsianBondsOnline.
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;7 LCY bond yields trend down in region

» Global economic growth moderated and major central banks are shifting towards a more
dovish stance

» Fed cut rate by 75 bps since Jan. The ECB on 12 September cut its deposit facility rate
by 10 bps and announced the resumption of its QE program. The BOJ said it is open to
additional QE. Regional central banks lowered policy rates.

» Local currency government bond yields fell in most markets in emerging East Asia

Economies Monthly Changes in Policy Rates Policy Rate (as of
| Jan19 | Feb19 | Mar10 | Apr19 | May1d | Jun19  Jul19 | Aug1d | Sep1d | 30Sep2019)

People's Rep. of China 4.35
Hong Kong, China ¥ 025 v -025 2.25
India ¥ -0.25 ¥ 025 v -0.25 + -0.35 540
Indonesia + -025 + -0.25 + -0.25 5.25
Japan -0.10
Rep. of Korea ¥ 025 1.50
Malaysia + -0.25 3.00
Philippines ¥ -0.25 ¥ -0.25 ¥ -025 4.00
Thailand ¥ -0.25 1.50
Viet Nam + 025 6.00

Mote: Figures in percent
Source: Vanous central bank websites ADB
AsionBondsOndine
A ASEAMN-] infloive




Y Y Looming uncertainty sours investors’ sentiment

7 Bond yield fell and CDS spread rose

Changes in 10-year LCY Government Bond Yields Credit Default Swap Spreads (Senior 5-year)
mic-spread in basis points
Hong Kong, China - &0
[ =—China People's Rep. of
People's Republic of China f— _mum:p
! 00 =K orea, Rep. of
Republic of Korea — — jagan
| —Malaysa
Malaysia p— 250 -y
Singapore —]
Indonesia |
i.
Viet Nam P 150 '\
I
Philippines I
| 100
Thailand I
(100) (80) (60) (40) (20) 0 50
basis points
E;.un-is .n.||l-15 Jal';-tﬂ Aug-16 Fet:;-ﬂ Aug-17 Ma;-na Sep-18 Ma;—m
ABO Note. Data reflect changes between 1 June and 8 October 2019. Note. Data as of 8 October 2019.
Source: AsianBondsOnline calculations based on Bloomberg LP data. Source: Asia Bond Monitor September 2019 .
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v
77Currencies are mixed, stock markets retreat

Changes in FX Rates (%) Changes in Equity Indexes (%)
Thailand | Vet Nam R —
Viet Nam T— People’s Republic of China =
Philippines = Republic of Korea [
Indonesia - Singapore l.
Malaysia l Thailand ]
Hong Kong, China l Philippines =
Republic of Korea | Indonesia _
Singapore Heng Kong, China —_—u
People's Republic of China - N | —— :
4 3 @ (1 0 1 2 3 4 5 (6) (4) 2) ) 0 2 4
5

Note. Data reflect changes between 1 June and 8 October 2019 .

ABO Source: Asia Bond Monitor September 2019.
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7
3 Downside risks continue to weigh on the region

» Persisting trade tensions between the US and the PRC
» Economic slowdown in the PRC.

» Ongoing regional trade conflicts.

AsionBondsOnline
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Update from the ABO team




JYy Data portal update

» Data collaboration with Vietnam Ministry of Finance (VMOF) is ongoing.

» Due to limits to historical series and for consistency purpose, we continue to
present two sets of data for Viet Nam.

» Taken from Bloomberg which provides a longer historical series. This series
will be discontinued by next year.

» Data collected from VMOF will be presented annually from 2012 to 2018
and quarterly beginning 2019

» Updated Viet Nam bond market data accessed from the AsianBondsOnline
website now include:

> Investor Profile for Government Bonds
» Foreign Holdings Share
» Trading Volume

ABO » Bond Turnover Ratio
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ABO Data Collaboration with VMOF

Size of Local Currency Bond Market

This indicator shows the absolute amount of local currency (LCY) bonds outstanding, categorized as government
and corporates; Government bonds include obligations of the central government, local governments, and the
central bank. Corporates comprise both public and private companies. including financial institutions, Financial
institutions comprise both private and public sector banks, and other financial institutions. Bonds are defined as
long-term bonds and notes. Treasury bills, commercial paper, and other short-térm notes.

Notes / Sources

For VN:
1. The bonds of state-owned entities are categonized as govemment bonds,
2, End-of-period exchange rates are from Bloomberg, LP.

Vietnam Bond Market Association and Bloomberg LP,

1. Figures were derived based on data cbtained from Vietnam Ministry of Finance:
2. Annual figures are provided beginning 2012 and quarterly figures beginning 2019,
3. End-of-period exchange rates are from Bloomberg, LP.

AstanBondsOnline and Vietnam Ministry of Finance,




;7 ABO Data Collaboration with VMOF

Investor Profile - Government Bonds (VN) Trading Volume (VN)
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Knowledge Products and Services

Monthly Debt Roundup = ABO
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WEERLY DET HIGHLIGHTS

7 October 2019 aashondsonhne adb og
" Key Developments in Asian Local Currency Markets
n Seplember, consamer price nflation decelerated n Indonesia, the Reputic of Korea, the Phiippines, Thatand
and Viet Nam._ Indonesia’s headiine infistion siowed 10 3.4% year-on-year (y-0-y) in September from 3.5% y-o-y In
August Gue to declining food prices. The Republic of Korea's consumer price inflation was negative in September,
with pricas fafling 0.4% y-0-y afler posting 2ero inflation in August Inflation in the Phiippines decelenated 1o 0.5%
y-o-y In September from 1.7% y-0-y In August—the lowes! rale in aknost 3 years—mainly because of deflation in
food and nonaicoholc beverage prices. Thalland's headiing Inflation slowed 10 0.3% y-0-y In September from 0 5% y-o-y
n August. faling below the Bark of Thadand's target range of 1 0%—4 0% y-o-y for a fourth straght month. Consumer
price nflation In Viet Nam eased 1o 20% y-0-y in Septamber from 2.3% y-o-y In August due 10 decining prices in most
CONSUMEr prce INGoX groupa

* Viet Nam's ecoromy contnued 1o post
tobust growth desplie the glodal economic
product

Ny AsianBondsOnline

cm:\dng?&yoyﬂthmﬂnd 10-Yar Sedectedt LCY Governement Securily Yiekds o o+ cone 1000
the year, up from 68% yoy In the same a1 poaT! [has ge ue
Sumonth pedod a year sarler. Growth was Masun: Lamst Clogeg  Previows Day* 1.en 15*
iargely driven by the industry and consiructon us 1. oar EITET)
soctors. which grew 94% yoy and e & cm c40 2w
services sector. which rose 6.9% y.oy dung g a4 150 1.4
e review period. e 104 000 mw
Sty Rang Crene 10 000 4w
" The Republic of Korea's Industrial evad b ye g
noctws. T J80 TR
production growth continued (o slow in August, S P o e s s
with e growth rate for the index of All-industry [romey 530 0 ™o
Production falling toa 02% y-oy fom 0.7% Phipones 2 230 213
y-oy In My due o contractions in m'm--: :: ‘:T: ':';
W.cm:ig and mmmnhvm N.n:‘» arvriod popes byt 380
Seplermber, riging 10.2% y-oy after a 10.5% + Sglected Goverrvnant Securty Yiekd
Oy growth In August. * Benchmark Yiwid Curves - Locsl Currency Governenent Bonds
' Singapove's manufacturing  activity was * 2versus-10 Yieki Sprwed Chent
moslly unchanged In August with the * Poicy Rate vorsus rfanon Rate Charts
\ndes rising margnady 1o * Crece Default Swap S AE R
45 9 from 49 8 in July * Sewced Dett Securty issusrces

* Salected Asia Dota Fakeases
Emkmbohunymmmﬂm

i August. ’ United States, as weol as s own rade ssues with Japan In conbrast
""‘""°°‘Y*"Y"“‘9""°‘°"'9'7"' Vet Nam's export growth susmed 10 9.0% y-o-y in September bom 4.5%
Mm"m“bm"yymnw ¥

huetied natural gas. Thalands meechandise Thalland posted a cument account surplus of USD4L0 biion n
axpons foll 2 1% y-o-y In August, reversng the August up from USD18 bilion in July. The overal balance-of.
18% yoy growth in July, amid weak gicbal payments surplus stood ot USD1.2 billon In August. down from USDE S
demand billon in the previous month

" In September, he Repudlic of Korea's © Last week local cumancy ylelds fell for all lenors in the Republce of
export slump contnued while Viet Nam Korsa and Singapore, and for mos! lenors in Indonesia. Malaysia, and
sustaned its posive trade performance The e Philppines. Yield movemenis wers mixed i the PRC, Mong Kang,
Rapublic of Korea's exports fedl 11 7% yoy in  China. Thaland, and Viet Nam_ Yt spreads between the 2- and 10-
Seplember after 3 13.6% y-0-y drop in August  yoar Ienors narrowead in most markets n emerging East Asia except for
amid ongoing trade lensions between [he Hong Kong, China the Republic of Korea: and the Philippines

ADB




AsionBondsOnline
An e

Knowledge Products and Services

on Bond Market Devalopment
in Emerging East Asia

Developlng Secondary 27 September 2019, Friday

Corporate Bond Market  s4sam-415em

and Bond Pricing Ho ChiMinh Stock Exchange Building

16 Vo Van Kiet Street, District 1

in Viet Nam Ho Chi Minh City, Viet Nam

The AsianBondsCrline is an ASEAN3

Initative supported by tha ADE and funded

by the Mirestry of Finance Japan, through
SN g irvestment Climate Facditation Fund

Workshop on Bond Market Development in Emerging
East Asia

Ho Chi Minh Stock Exchange Building
16 Vo Van Kiet Street, District 1

Ho Chi Minh City, Viet Nam

27 September 2019




;7 AsianBondsOnline under the new ABMI
road map

Search ADB

b

Welcome! AsianBondsOnline is a one-stol

Home

» Under the guidance of the new ABMI
road map, AsianBondsOnline is aiming

St A s e to create more synergy amongst

ftiativ m-ler ! ~ el da it 7 .

O B IR R e different ABMI TFs to better serve
Ry 200 s A various stakeholders.

» From data portal to one-stop information
PURTAL hub for the ABMI focusing on LCY
market development in ASEAN+3

-—n——-r'rs ';'",L“"...M“ oo TL,,', s markets_
i | __ P > Some preliminary work is in place, more
Ill B = P needs to be done

- .
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Yy Make ABMI’s efforts be seen

About Contact I Custom Search. Search ‘\L)B

AsianBondsOnline

An ASEANSS inifative

Welcome! AsianBondsOnline is a one-stop source of information on bond markets in emerging East Asia.

Data Portal Economies ¥ Market Watch Publications and Events Regulations What's New

WHAT'S NEW

Market ABMI News Data

ADB RYIIE 25 X5 P q
SHENZHEN

e News and Events Updates
32"d ASEAN+3 Bond Market Forum (ABMF) Meeting and * (RG) Australia's Three Rate Cuts Are Making
19" Cross-Border Settlement Infrastructure Forum (CSIF) Meeting Sotwames fen GRORICE
¥ 4 * (RG) Stocks Drop as Trade Tensions Ramp Up Before
China Capital Market Institute (CCMI) Talks: Markets Wrap
Shenzhen, People’s Republic of China * (KR) BOK chief says economic slump may last but
17-18 October 2019 depends on U.5.-China dispute

¢ (JP) Japan's Household Spending Edges Up Ahead of
Sales Tax Hike
* (PH) FX buffer strengthens to record high as of Sept.

» more Market News
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3 Make ABMI’s efforts be seen

ABO =« ABO

AauvaniondiOnine
AT ivitand AsiandondsOniine

Welcome! AsianBondsOnline is a one-stop source of information on bond markets in emerging Ea : = 3 : - :
Welcome! AsianBondsOnline is a one-stop source of information on bond markets in emerging East ,

Data Portal Economies ~ Market Watch Publications and Events Regulation
Home Data Portal Economies ¥ Market Watch Publications and Events Requlations

. 14TH ASIA BOND
mASSPLY MARKETS SUMMIT

Future finance: Avenués to sustainable
capital markets

13 November 2019 .
Singapore |
| | l ‘ Register now
. l l 2 y 44l t

EVENTS

)

Gold oot

S HOI AN ROOM, PAN PACIFIC HOTEL, HANO!
23-24 SEPTEMBER 2019

PORTAL

PURTAL
Ik

Nata Hinhlinntc aof the Maor <
— 1U-Year LLY

Size of LCY Bond Market ~ Foreign Holdings 10-Year Local Currency Government
Bond Yields
Size of LCY Bond Market in Emerging
East Asia

oG E——



ASEAN+3 BOND
MARKET GUIDE

EXCHANGE BOND MARKET IN THE
PEOPLE'S REPUBLIC OF CHINA

AUGUST 2018

ASIAN DEVELOPMENT BANK

Home ' Portal

3277 ASEAN=3 Bond Markat Forum
Meeting and 19" Cross-Border
Settlement Infrastructure Forum (CSIF)

Mesting

Werkshop on Bond Markst

Development in Emerging East Asia

Workshop on Green Finance in Viet

Nam

ABM June 2019 Launch

31" ASEAN+3 Bond Market Forum

Meeting and Other Belevant Events
137 Asiz Bond Markets Summit 2019

Asia Bond Markets Summit - European
Edition

ABMF January 2019

13" Asizn Bond Markets Summit 2018
2018 Bond Market Wockshop

ABMF Saptember 2018
2018 ABD Websits Launch

Asia Bonga Monitor June 2018 Launch
ABMF June 2018

2017 ABM Novamber Launch

2017 Capacity Building

2017 ABM June Launch

2016 ABM November Launch

Agenda

Download the actual file

HoNS and tvents

9:15-9:30

Group Photo

9:30 - 10:15

Session 1: Overview of Green Finance and Green Bonds (view presentation)
* A prnimer on green finance and green bonds
*  What is dnving the growth of green bond?
®  Rarriers to preen bonds markets

Kosintr Puongsophol. Financial Sector Specialist. ADB
(View Presentation)

10:15 - 10:30

Cofjee Break

10:30 - 11:30

Session 2: State of the Market — Green Finance in ASEAN and Viet Nam
*  Recent developments of green finance markets in ASEAN and Viet Nam
*  Prctical examples of recent green bond ssuances in ASEAN

Cednc Rimaud, ASEAN Program Manager, Climate Bonds Ininative (CBI)
(View Presentation)
Pham Xuan Hoe, Deputy Director General, Banking Strategy Institute, SBV




Way forward

» Mission: make a brand for ASEAN+3 bond markets to investors
» Make ABMI efforts known, seen, accessible
» Under the current TA, we are still refining user experience

» Publication and events section to be separated

» Preparing for new TAs

» A new TA support from JMOF is being processed
> Sections: green bonds, ABMF, maybe CGIF (advertisement)




Thank you

Visit https://asianbondsonline.adb.org

dpark@adb.org
stian@adb.org

cpetalcorin@adb.org

AsianBondsOnline is a one-stop source of
information on bond markets in emerging East Asia

ABO

Asm nBondsOnllne asianbonds_info@adb.org
asianbonds_feedback@adb.org asianbondsonline.adb.org




C I Credit Guarantee &
Investment Facility
An Asian Bond Markets Initiative

18 October 2019
32nd ABMF
Shenzhen, China

Dong Woo Rhee, CFO
Credit Guarantee and Investment Facility (CGIF)



CGr Agenda

. Introduction and Update of CGIF



CGIF INTRODUCTION OF CGIF

Legal Structure A Trust Fund of the Asian Development Bank (ADB)

Governed by CGIF Articles of Agreement, ADB acts as the Trustee for CGIF’s
assets

Establishment 12 November 2010 (commenced operations May 2012)

Paid-In Capital USS 1,054 million

Maximum .
2.5 times

Leverage

Contributors Governments of ASEAN+3

(Shareholders) (10 member countries of ASEAN + China, Japan, South Korea)
and Asian Development Bank (ADB)

Objective Development of Capital Markets in ASEAN+3

(Part of Asian Bond Markets Initiative (ABMI))
Main Operations Guaranteeing Bonds issued in ASEAN+3

Ratings Global Scale AA (standard & Poor’s) AAA (RAM - Malaysia)
ASEAN Scale AAA (RAM - Malaysia )
National Scale AAA (RAM, MARC - Malaysia, TRIS Rating — Thailand

Fitch Ratings — Indonesia)



CGIF KEYy 2019 UPDATE OF CGIF

L Management Update
* Ms. Guiying Sun, CEO effective as of 1 Aug 2019
* Mr. Mitsuhiro Yamawaki, CRO & Deputy CEO effective as of 17 Sep
2019

[ New Paid-in Capitals Update
* $100,000 from Lao on 3 April 2019
* $142.8M from China on 23 April 2019
* $1.7M from Philippines on 19 June 2019
* S$S50M from ADB on 12 September 2019

[ New Guarantee Issues Update
* THB 2.22B bond issued by Yoma Strategic (Myanmar) in Jan 2019
* VND 2.318T bond issued by REE (Vietnam) in Jan 2019
* SGD 70M bond issued by CJL (Korea) under AMBIF in Mar 2019
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ll. Corporate Bond Market Sizes of ASEAN+3



CGIF

Absolute Size

Corporate Bond Market Size
(USS Billion) (As of Dec 2018)
4,000 3,763.50
3,500
3,000
2,500
2,000
1,500
1,192.23
1,000 723.62
°00 160.19
28.62 ' 2501 161> 107 4.74
0 —_ [ - [ [ .
Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan Korea

(Data Source: AsianBondsOnline)




CGIF

Relative Size (1)
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Indonesia
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(Data Source: AsianBondsOnline; Bloomberg for data on market capitalization)



CGIF Relative Size (2)

m Corporate Bond Market Size / Gov't Bond Market Size
Corporate Bond Market Size / Corporate Loan Market Size

200% (As of 31 Dec 2018)

180%
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140%
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80%
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40%

20% I

0% l o -
Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan Korea

(Data Source: AsianBondsOnline, central bank of each country for data on corporate loans)
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lll. Characteristics of Corporate Bonds of ASEAN+3

Maturity Distribution
Maturity Type
Coupon Type
Payment Rank

Credit Rating
Guaranteed Bonds
Cross Border

@ NSO, RWDNDZA

Summary



L

Maturity Distribution (1)

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

m Up to 3 Years >3to5Years M>5to 10years Over 10 years

Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan South
Korea

Notes:

(Data Source: Bloomberg, as of 31 Dec 2018)

1. Ranges include long-end tenors and exclude short-end tenors.
2. Perpetual bonds are included in “Over 10 years”.
3. Data refers to original maturity

10



Maturity Distribution (2)

Country Special Feature Reason behind

Malaysia Over 10 year maturity bonds Infrastructure bonds occupy
occupy a substantial share of the  more than 30% of corporate
corporate bond market. bonds in Malaysia

Philippine Bonds having the maturities Bank bonds whose issuance

between 5 to10 years occupy a
majority share of the corporate
bond market.

maturities are longer than 5
years are exempt from WHT
(withholding tax).

11



CGIF

Maturity Type (1)

W Straight Callable m Sinkable Covertible m Others
100% — — - — —
90% L I . [ l
80% -
70%
60%
50%
40%
30%
20%
10%
0%
Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan South
Korea
(Data Source: Bloomberg, as of 31 Dec 2018)
Note:

“Others” include putable bonds, bonds with hybrid features (such as callable with sinkable feature, perpetual with

callable features, etc.)
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Ce Maturity Type (2)

Country Special Feature Reason behind
Philippine Callable bonds are more Issuers have more bargain power
common than straight bonds. than investors in Philippine,

which enables issuers to issue
callable bonds with little spread.

13



CGIF

Coupon Type (1)
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Korea

(Data Source: Bloomberg, as of 31 Dec 2018)
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GIE

1] —~
S

Country

Vietnam

Special Feature

The sum of floating and variable
coupon bonds occupies more
than a half of corporate bonds.

Coupon Type (2)

Reason behind

Variable coupon is similar to
floating coupon in Vietnam as
both are linked to 12M deposit
rate. These coupon types are
preferred by commercial banks,
the biggest investor group in
Vietnam, whose liabilities are
also linked to deposit rates.

China

Zero coupon bonds occupy a
substantial share of the
corporate bond market

All zero coupon bonds are issued
by financial institutions with 3
years or less maturities.

15



Ceir Payment Rank (1)

B Secured M®mUnsecured ™ Subordinated ™ Asset-Backed

100%
90%
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50%
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30%
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0%

Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan South
Korea

(Data Source: Bloomberg, as of 31 Dec 2018)
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Payment Rank (2)

Country Special Feature Reason behind
Indonesia Secured bonds occupy a Majority of corporate bonds are
substantial share of the issued by financial entities and it
corporate bond market. is common for financial entities
to provide receivables as
collateral when they issue bonds
in Indonesia.
Malaysia Secured bonds occupy a majority High percentage of secured

share of the corporate bond
market.

bonds in Malaysia is linked to
high percentage of project
bonds.

17
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Credit Rating (1)

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Indonesia

m AAA

Malaysia Philippines Singapore Thailand Vietnam China Japan South

AA EA BBB m BB mBelow BB

Korea

Note:

(Data Source: Bloomberg, as of 31 Dec 2018)

1. Rating agencies used for each country: Pefindo (Indonesia), RAM (Malaysia), PhilRatings (Philippines), Moody'’s
(Singapore), TRIS (Thai), R&l (Japan), NICE (South Korea), Chengxin (China).
2. Unrated bonds are excluded.

18
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Country

Malaysia

Special Feature

Rating cliff (mostly AAA and AA)

Credit Rating (2)

Reason behind

Rating cliff of Malaysia is told to
be attributed to credit event
experience during the financial
crisis.

Philippine

Rating cliff (only AAA and AA)

Companies tap bond market
only when they can no longer
use bank loans due to single
borrower’s limit, 25% of bank’s
net capital. Small companies
hardly touch the limit.

China

Rating cliff (mostly AAA and AA)

Rating cliff of China is told to be
attributed to credit risk aversion
of investors

Japan

No AAA rated bonds

R&l, local rating agency in Japan
is conservative as even JBIC is
rated AA+.

19



CGIE Guaranteed Bonds (1)

45.00% 42.77%
40.00%
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Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan South
Korea

(Data Source: Bloomberg, as of 31 Dec 2018)
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Guaranteed Bonds (2)

Country Special Feature Reason behind

Malaysia Guaranteed bonds occupy a Danajamin, national guarantor,
substantial share of the plays a significant role in
corporate bond market. Malaysian corporate bond

market.

Singapore Guaranteed bonds occupy a Most of guarantees are done by
substantial share of the parent companies.
corporate bond market.

Thailand Partially guaranteed bonds Big yield gap between A-and

BBB-+ gives the chance of partial
guarantee.
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Cross Border (1)

80%

70%

60%

50%

40%

30%

20%

10%

0%

m LCY Bonds issued by Foreign Entities / LCY Bonds issued by Domestic
and Foreign Entities

FCY Bonds issued by Domestic Entities / Both LCY and FCY Bonds issued
by Domestic Entities

Indonesia Malaysia Philippines Singapore Thailand Vietnam China Japan South
Korea

(Data Source: Bloomberg, as of 31 Dec 2018)

22



CeiE

. -

Cross Border (2)

Country Special Feature Reason behind
Indonesia High percentage of foreign Almost all IDR bonds issued by
entities issuing IDR bonds foreign entities are settled in

major currencies like USD or JPY.
It is known that they are issued
by financial institutions for
economic reason.

Japan and High cross border bonds Both JPY and SGD are 1) low

Singapore percentage interest rate currencies and 2)
easy to be converted to other
currencies.
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Ce Summary of Comparison

Country Summary of Characteristics

Indonesia Less developed corporate bond market with significant major currency
settled IDR bonds issued by foreign entities

Malaysia Relatively developed corporate bond market with the longest average
tenor. However, less generous to credit.

Philippine Less developed corporate bond market, only for AAA and AA rated issues.
5 to 10 year maturity class dominates the market.

Singapore Relatively developed corporate bond market with high percentage of
parent guarantee.

Thailand Relatively developed corporate bond market with generous credit
appetite compared with peers.

Vietnam Least developed corporate bond market among ASEAN 6+3.

China Dominated by short tenor and high rating bonds. Substantial zero
coupon bonds are observed.

Japan Active cross borders. Conservative credit ratings from local rating
agencies.

South Korea Biggest corporate bond market in view of economic scale with well

developed ABS. Cross border and guaranteed bonds are relatively rare.
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. Objective of the Study

To promote cross-border bond transactions in ASEAN+3, identify
account structures in ASEAN+3 markets.

« Depending on the structure, flows of information to open an
account may vary.

Identify procedures for opening an account (market entry),
 necessary information to be collected for market entry,
« approval procedures if involved.

Identify procedures and necessary information for taxation as a tax
rate may vary depending on the status of investors such as resident
and non-resident.

Check whether the account structure would affect the procedures of
market entry and taxation.

Propose standardization of the procedures of market entry and tax
status identification, where possible.

© 2019 NTT DATA SYSTEM

TECHNOLOGIES Inc.



.What is KYC?: Customer due diligence

Financial institutions should be prohibited from keeping anonymous
accounts or accounts in obviously fictitious names.

Financial institutions should be required to undertake customer due
diligence (CDD) measures when:

1. establishing business relations;

2. carrying out occasional transactions: (i) above the applicable
designated threshold (USD/EUR 15,000); or (ii) that are wire
transfers in the circumstances covered by the Interpretive Note
to Recommendation 16;

3. there is a suspicion of money laundering or terrorist financing;
or

4. the financial institution has doubts about the veracity or
adequacy of previously obtained customer identification data.

b © 2019 NTT DATA SYSTEM 4
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.Identification of Beneficial owner

» Beneficial owner refers to the natural person(s) who ultimately

owns or controls a customer and/or the natural person on whose
behalf a transaction is being conducted. It also includes those
persons wWho exercise ultimate effective control over a legal
person or arrangement (FATF)

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.



. Beneficial owner

The BO is the individual or individuals ER
who effectively owns or controls a legal mee--MrSmith ____CountryA
vehicle. EEE
_____________ et S
O Beneficial O Beneficial Nominee Shareholder N
owner B Owner More ------- Jr ——————— ciomad i

| ult LLC
100% 5 ‘ 100% case’ _______ | ______CounryD
EaareriShares

: LLC Legal Owner
Joint-Stock ; Company B
Company 100% 4- ... .
: Company A
Joint-Stock

Company /ﬁ/ e ﬁ

Source: OECD&IDB. 2019. A Beneficial Ownership Implementation Toolkit

© 2019 NTT DATA SYSTEM 6
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Beneficially owner: Direct and indirect ownership and control

ownership of shares

other ability to exert
significant influence on
corporate activity (e.g.
veto rights, decision
rights, right to profit, etc.)

ownership of voting
rights

other ownership
recipient of loan or arrangements (e.g.
other benefit (such as nominees, joint ownership
tenanc ¥ of pl"l']p{:“l'-t‘l'l' or d”dngenle;”g}
license to property)
having conditions
granting control rights.

contractual associations
management control or personal connections
(right to appoint or with management or
remove majority of directors
directors)

Source: OECD&IDB. 2019. A Beneficial Ownership Implementation Toolkit

© 2019 NTT DATA SYSTEM
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Standard for Automatic Exchange of Financial
Account Information in Tax Matters

The new global standard on Automatic Exchange of Information (AEOI) reduces the
possibility for tax evasion.

It provides for the exchange of non-resident financial account information with the tax
authorities in the account holders’ country of residence.

Participating jurisdictions that implement AEOI send and receive pre-agreed information
each year, without having to send a specific request.

The Common Reporting Standard (CRS) is an information standard for
the Automatic Exchange Of Information (AEOI) regarding bank accounts on a global
level, between tax authorities developed by OECD in 2014.

b © 2019 NTT DATA SYSTEM 8
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.Information to be collected for KYC

In KYC, it may be better to distinguish the two below:

1. Market entry: Financial institutions must check a customer when
establishing a business relationship.

« Name of entity, nationality, legal status, etc.

 Strict AML/CFT investigation may be necessary.
 Additional proof of existence

Clear identification of business, etc.

2. Tax status: As a tax agent, a custodian may need to collect
information of customers to file tax procedures.

« Information of tax status such as non-resident or resident.
 Nationality to apply a tax rate agreed by a double tax treaty.

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.



Case studies
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.Informatlon required for market entry in Indonesia

@ NOWUh DN

v

v

Investor Type (individual or institutional)

Name

Nationality

Legal domicile

Identity Number (i.e. Tax ID and/or personal ID for individual)

Date of Birth / Date of company establishment

Address

Type of Business (only for institution), please choose from the below categories:
a. Corporate (CP)

Foundation (FD)

Financial institution - bank (IB)

Financial institution - non bank (IB)

Insurance (IS)

Mutual Fund (MF)

Pension Fund (PF)

Securities company (SC)

i. Others (OT), i.e. government entity or international organization

Starting March 2018, financial institution clients are required to disclose the business principles, whether Sharia-based
or conventional, when opening securities accounts.

Starting December 2018, clients are required to provide the reference documents when creating SID to KSEI
participants (local brokers or custodian banks).The reference documents are the basis of the data / information
required to open SID. These documents will be administered by KSEI participants, which will be submitted to KSEI if
required.

SQ e aono

© 2019 NTT DATA SYSTEM 11
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. Account Structure of CSD in Indonesia

CSD Account Structure
BI .
Government Bond (Bank Indonesia) Omnibus
KSEI
Corporate Bond (Kustdian Sentral Omnibus
Efek Indonesia)

« The equities market is segregated at KSEI. Fixed income products are Omnibus at Bank
Indonesia with KSEI for limited listed products.

« GC conducts KYC of Foreign Investor (FI) and obtains any additional information required for
each local market / account opening requirement from the FI.

« The domestic investor provides KYC info to LC as part of local onboarding requirements.

« The DGT data is now maintained for a year from initial submission and gets renewed on an
annual basis.

« The general flows of information are all different between Government debt and Corporate,
different by trade venue (listed or trading platform) which results in different withholding
agents and submission routes. For example a Transfer Agent of an issuer that could be a
custodian directly submits the DGT to the Tax Office for certain trade types.

b © 2019 NTT DATA SYSTEM 12
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KYC information for account opening (Indonesia)

Ex: Investment in Indonesia

7 SID : Single Investor Identification

/ .
Indonesia KSEI(PT Kustodian Sentral Efek Indonesia )
[2] Issue SID (2) Issue SID

T (3) ReplyiSID T
v [1]1Apply for SID (1) Apply for SID

[3] Reply SID

Local Local
Custodian Custodian

I
|
|
|
|
| ondu ondu
|
|
|
\

1

-_— e - e .- - .- e . .

KYC
(4) SID info
| .
Resident
\ [4] SID Investor /
S e e - Y M M M € e -
P -—————_—-Tr—-—-————————————— ~
\
[ Overseas v |
| Global I ~ Information for account opening
| Custodian ondL :
| T === KYC information for market entry
| I collected by global custodian
[5] SID KYC I
| info I =2 KYC information for market entry
| T | collected by local custodian
I‘ IForei%” I | = Application and reply for SID
nvestor
N /
~— e o = o T T ke e e o -’

In the case where foreign investors
open their own accounts in the local

op] custodian.
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KYC information for collecting tax (Indonesia)

Ex: Investment in Indonesia

P - E—— S EES S EEE D EEE S EEE S EEE SN EEE SEE EEE SN EEE S R S S S R S R S S S e —y N
7 Indonesia g KSEI \
{ Tax Office ¢ (PT Kustodian Sentral Efek Indonesia ) |
l :
| DGT |
I Local Local :
I Custodian Custodian |
I Ny I
I |
| DGT can be submitted by electrical DGT I
form. |
I DGT data is maintained for a year from Resident |
\ initial submission and gets renewed on Investor /
an annual basis. (with SID)
\ /
AN I S S S S S S S S S B S B S I S B S B S B S B S S S B S B S S S - ’
P e e e e i e e R ~ \
[ Overseas \
| Tax Authority GIObE.'I I
| Custodian | » KYC information for transaction
| /\_ | | (DGT (Directorate General of Taxation))
| Tax Authority certifies the investor’s DGT I
I | status I
I Foreign I
| Investor l
\ (with_SID) /
\ > 3

© 2019 NTT DATA SYSTEM custodian.
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In the case where foreign investors
open their own accounts in the local




Information required for market entry in the
Philippines

« No specific requirement set by CSD or regulators

» Custodians will open custody accounts for their clients
based on the respective banks' KYC documentary
requirements and all other information required for account
opening.

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.



. Account Structure of CSD in Philippines

CSD Account Structure
BTr .
Government Bond Omnibus
(Bureau of Treasury)
PDTC
(Philippine :
Corporate Bond Depository & Trust Omnibus
Corp)

« The special account holding at the BTR when the Bureau of Internal
Revenue gives a ruling for tax exemption where the yellow arrow could be

directly from the Foreign Investor to BTR. Need to check with the local
market.

« A large majority of foreign investors still do not apply for exemption as
historically BTR did not support the application of tax documents and
paying standard withholding tax in practice.

1 © 2019 NTT DATA SYSTEM 16
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. KYC information for account opening (Philippines)

Ex: Investment in Philippines

P —_—EEmEmEmEEmEmEm_-EmEE_E_—_—_—_—_—_—_—_—_—_—_—_—_—_———— N .
/ Pphilippines Bureau of oDTC KYC/AML Authority EELS e COmE L I
The account Treasury (Bangko Sentral ng Pilipinas [BSP]) process for each account
structure of CSD is opening. As an audit of local
omnibus. KYC custodian, BSP confirms that
informati.on S local custodian conducts KYC
. rocess properly.
submitted to CSD. Local Local Local P 1 Droperty
; Custodian Custodian Custodian I
| g o 4 |
I KYC I
[ info I
| LI |
Local custodian doesn't Resident Investor I
conduct KYC process in /
this case. | -
e e e e e e e e e e -~
| Overseas \
| Global Global I ~ Information for account opening
I Custodian Custodian I
: m . ondu I | == KYC information for market entry
| ? ? I collected by global custodian
KYC KYC . .
| info info I =2 KYC information for market entry
I T I T 1 collected by local custodian
I Foreign Foreign I
Investor Investor |
\
~ V4

I —

In the case where foreign investors
accounts are included by the
global custoin account.

— o IE S

In the case where foreign investors
open their own accounts in the
local custodian.
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. KYC information for collecting tax (Philippines)

Ex: Investment in Philippines

T T T T T T T T ST ST TS TSRS -~ N
/ Pphilippines Bureau of PDTC KYC/AML Authority \
: Treasury (Bangko Sentral ng Pilipinas [BSP]) I
| |
| |
I Local Local Local |
: Custodian Custodian Custodian I
| 1 |
| |
Info Info Info I
|
| 1 |
\ Resident [}
Investor /
\
-~ —"ee-—-—ee—_——,—,___ -, M M M M -
e e e el Al il s e ~
7/ \
Overseas
Global Global
Custodian Custodian

» KYC information for transaction

(dotted line shows that the regulation exists but is
not practical.)

Foreign Foreign
Investor Investor

\ /

\ ”'s
In the case where foreign investors” | = | In the case where foreign investors
accounts are included by the global open their own accounts in the local

custodian account. custodian.

e

[
|
|
|
|
I
|
|

— s e e e e .
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Information required for market entry in the
People’s Republic of China (PRC)

* No specific requirement set by CSD or regulator .

» Custodians will open custody accounts for their clients based
on the respective banks' KYC documentary requirements and
all other information required for account opening.

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.



. Account Structure of CSD in China

<CIBM direct / QFII>

Account
i Structure
CCDC
OTC (Central Depository & Clearing Co., Ltd.)
Market  SHCH >egregate
(Shanghai Clearing House )
CSDC
SATEgE (China Securities Depository and Segregate
Market : : -
Clearing Corporation Limited)

« Each Market Infrastructure and each local custodian have their own onboarding / KYC
requirements where each and every one are different.

« The account structure where the FI opens an account in its own name at the LC which
is mirrored at the CSD.

* GC conducts KYC of Foreign Investor (FI) and obtains any additional information
required for each local market / account opening requirement from the FI.

b © 2019 NTT DATA SYSTEM 20
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. KYC information for account opening (PRC)

Ex Investment in China (CIBM direct, QFII, Domestic)

/ N
/ China Interbank Market Exchange Market \
I KYC/AML Authority KYC/AML Authority |
| . 4 ‘ ‘ — |
| |
| |
| |
I Local Local Local |
| Custodian Custodian Custodian |
l |
I KYC info l
| 1 |
| Resident 1
\ Investor /
Ne'fll L _ . _7
—— ] ——— — —
’ 4
Overseas . .
' l ~ Information for account opening
Global Global
: Custodian Custodian : === KYC information for market entry
| m T m T | collected by global custodian
| : _ | =2 KYC information for market entry
| KYC info l KYC info l l collected by local custodian
I Foreign Foreign I
l Investor Investor |
\ (CIBM direct) (QFII) /

© 2019 NTT DATA SYSTEM
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. Account Structure of CSD in China (Bond Connect)

<Bond Connect>

Account
e Structure
CCDC
(Central Depository & Clearing Co., Ltd.)
SHCH Segregate
(Shanghai Clearing House )

« GC conducts KYC of Foreign Investor (FI) and obtains any additional information
required for each local market / account opening requirement from the FI

« Even when the FI has segregated accounts in their own name with the LC, the KYC is
still between LC and GC.

« Bond Connect is part of the CIBM and therefore Government Bonds are tax exempt.

" © 2019 NTT DATA SYSTEM 22
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. KYC information for account opening (Bond Connect)

Ex: Investment in China (Bond Connect)

D i i e T i e T T i e T T e e e e e e -~
{ China , ) .

The People’s Bank of China [PBOC] . : f SHCH and CCDC hold a CMU
| ; N SHC ccoc Omnibus account that shows
| y - individual Foreign Investor
| \ /s “ / level sub-accounts
N e e —— A _ 7

, NN I S S S S S S S S S S S - - .- -_— — — — D N - - O - 4NN NN IEE NN NS =S - \
{ Hong Kong KYC/AML Authority \
(HKMA) |
Local Custodian which Local Y |
is CMU member sends Custodian |
account opening —-—— (CMU member) BCCL I
application to BCCL ()
and also opens () BCCL helps foreign investors
segregated Foreign the registration to PBOC.
Investor accounts. _7
-
’ \
[ Overseas , - Information for account opening
| Global |
I Custodian === KYC information for market entry
: ondu T | collected by global custodian
| . .
| , | =2 KYC information for market entry
I KYC info collected by local custodian
| | I
| Foreign I
Investor I

© 2019 NTT DATA SYSTEM
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. Information required for market entry in Japan

* There are no specific requirements set out by the CSD or
regulator.

» Local custodians will open custody accounts for their clients
(which are the GCs) based on the respective banks KYC
documentary requirements as well as account opening
requirements.

© 2019 NTT DATA SYSTEM
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. Account Structure of CSD in Japan

Depository Center,
Incorporated)

CSD Account Structure
BOJ .
Government Bond (Bank of Japan) Omnibus
JASDEC
Corporate Bond (Japan Securities Omnibus

Local Custodian can open accounts per client or per tax designated rates

or per tax domicile.

Even when the FI has segregated accounts in their own name with the LC,

the KYC is still between LC and GC.

Equities are omnibus.

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.
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. KYC information for account opening (Japan)

Ex: Investment in Japan

T T T T T T T T T T T T T T T —— -~ N
/ JASDEC BOJ .
J_Japan (€30 for (€S0 for e aaly \
The account Commercial Bond Government Bond) I
structure of CSD is
omnibus. KYC |
information is not |
submitted to CSD. Local Local Local I
; Custodian Custodian Custodian I
| I '
| : '
KYC info I
|
1 - I
Resident
Local custodian doesn't Investor I
conduct KYC process in /
this case. I R e e e e e e e -
e e e e i e R i e e s B -~
| Overseas \
| Global Global I ~ Information for account opening
I Custodian Custodian I
I A ondy m I | = KYC information for market entry
| T I collected by global custodian
| KYC info KYC info I | — KYC information for market entry
I | | I collected by local custodian
I Foreign Foreign I
\ Investor Investor |
N V4

I —

In the case where foreign investors
accounts are included by the global
custodian account.

e

In the case where foreign investors
open their own accounts in the local
custodian.
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.KYC information for collecting tax (Japan)

Ex: Investment in Japan

-, - I I IS IS IS IS BB BB SEE BaE BaE BEE BEE BEE BEE BEE BB BB BEE Bam BEE BEm BEE IS EEm EEm EEm Em Em . — ~

,’ Japan J(’égDDEgr (CBSODJ - KYC/AML Authority Tax Office / Tax Authority |

FSA
| Corporate Bond) Government Bond) ==y (18 |
| |
|
I Local Local Local LC can open accounts per

Custodian Custodian Custodian client or per tax designated
: - A T rates or per tax domicile.
I
I
: Info Info Info I
|
| - |
\ Resident [}
Investor
\ /
\ I I S S S . S S S S S S S S S S B S S S S S S S S S S S S S .- —
P ol el el ~ \
[ Overseas 1
| Global Global | _ _ _
. Custodian Custodian [ » KYC information for transaction
I | | I
| I
| |
| 1 1 |
I Foreign Foreign I
Investor Investor
\ /
\ ”'s

In the case where foreign investors
accounts are included by the global

custodian account.

e

TECHNOLOGIES Inc.

I —

In the case where foreign investors
open their own accounts in the local
custodian.




.Information required for market entry in Thailand

* No specific requirement set by CSD or regulator .

» Custodians will open custody accounts for their clients
based on the respective banks' KYC documentary
requirements and all other information required for account
opening.

© 2019 NTT DATA SYSTEM
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. Account Structure of CSD in Thailand

CSD Account Structure
TSD
Government Bond |(Thailand Securities |[Omnibus
Depository)
TSD
Corporate Bond (Thailand Securities |(Omnibus
Depository)

A © 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.
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. KYC information for account opening (Thailand)

Ex: Investment in Thailand

P —_—EEmEmEmEEmEmEm_-EmEE_E_—_—_—_—_—_—_—_—_—_—_—_—_—_———— N .
./ Thailand KYC/AML Authority BOT doesn't conduct KYC
The account . e (Bank of Thailand[BOT]) process for each account
structure of CSD is opening. As an audit of local
omnibus. KYC custodian, BOT confirms that
informati.on S local custodian conducts KYC
. rocess properly.
submitted to CSD. Local Local Local P 1 Droperty
; Custodian Custodian Custodian I
I i |
I ) I
KYC info I
|
. - !
Resident
Local custodian doesn’t Investor I
conduct KYC process in /
this case. e i -
e e e e i e e e e e s L -~
| Overseas \
| Global Global I ~ Information for account opening
I Custodian Custodian I
I onau onau | === KYC information for market entry
: I collected by global custodian
| KYC info KYC info I | = KYC information for market entry
I | i | l collected by local custodian
I Foreign Foreign I
\ Investor Investor |
~ V4

I —

In the case where foreign investors
accounts are included by the
global custoin account.

— o IE S

In the case where foreign investors
open their own accounts in the
local custodian.
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.KYC information for collecting tax (Thailand)

Ex: Investment in Thailand

T T T T T T T T ST ST TS TSRS -~
/ Thailand S
KYC/AML Authority \
: SET 15D (Bank of Thailand[BOT]) |
| |
| |
I Local Local Local |
: Custodian Custodian Custodian I
| 1 1 1 |
|
I Info Info Info I
|
| 1 |
\ Resident [}
Investor
\ /
~ - —_———-——___ ., _-_—,,,,,,, e Y e -
e e i Al i e e e e (i ~
7/ \
Overseas
Global Global ] ] ]
Custodian Custodian » KYC information for transaction

Foreign Foreign
Investor Investor

\ /

\ ”'s
In the case where foreign investors” | = | In the case where foreign investors
accounts are included by the global open their own accounts in the local

custodian account. custodian.

e

[
|
|
|
|
I
|
|

— s e e e e .
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. Information required for market entry in Malaysia

(@) Beneficial owner name that corresponds to the LEI
name

«(b) LEI number

*(c) Domicile

 (d) Investor type (based on types prescribed by the
Central Bank)

« Above information is submitted online via PayNet (CSD)
system

© 2019 NTT DATA SYSTEM
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. Account Structure of CSD in Malaysia

CSD Account Structure
BNM
Government Bond |(Bank Negara Segregate
Malaysia )
BNM
Corporate Bond (Bank Negara Segregate
Malaysia )

Y © 2019 NTT DATA SYSTEM 33
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Ex: Investment in Malaysia

KYC information for account opening (Malaysia)

P —_—EmEmEmEEmEmEm_m___—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_———— ~ \
/ Malaysia CSD, KYC/AML Authority \
: The account (Bank Negara Malaysia [BNM]) ondu |
structure of CSD is Za I
I segregate. KYC
| information is |
| submitted to CSD. Local Local |
| Custodian Custodian I
I |
I : I
KYC info
| | |
I - |
\ Resident [}
Investor
\ /
N e e e e e e e e e e EE e o e e e e o e e e e -
P e e i e e B e -~
| Overseas \
| Global I . Information for account opening
I Custodian I
I onau | === KYC information for market entry
: I collected by global custodian
| KYC info I | = KYC information for market entry
I | l collected by local custodian
I Foreign I
Investor [
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KYC information for collecting tax (Malaysia)

Ex: Investment in Malaysia

7 ~
. - \
'/ Malaysia CSD, KYC/AML Authority (Inlanﬁ‘ecgﬁtzrg)ar dof \
i (Bank Negara Malaysia [BNM]) IVI;aJ‘zivsia) |
| |
I I
| Local Local I
I Custodian Custodian I
| I
I |
I I
I I
\ Resident |
\ Investor 7
N e e e e e e e e e e e e e e e e e e e e e e e e o e e e e e e e o o - ~
’ ______________________
/ N
| Overseas \
|
| Global _ _ _
I Custodian | » KYC information for transaction
- I
! |
; |
! I
| 1
I Foreign I
Investor I
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Information required for market entry in Singapore

« CDP account opening form
Nationality
Category code
INDIVIDUAL
JOINT
STOCK BROKER.EXCLUDE SGX-ST MEMBER
NOMINEES
CORPORATE
TRUSTEES...
Corporation code
FULL LICENSED BANK
MERCHANT/OFFSHORE/RESTRICTED BANK
STATUTORY BOARD
INSURANCE COMPANY
FINANCE COMPANY
UNIT TRUST/INVESTMENT TRUST
» PENSION FUND...
Residence code
Malaysian
Hong Kong, China
Japan
UK
Europe

°
°
°
°
°
2

© 2019 NTT DATA SYSTEM
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. Account Structure of CSD in Singapore

CSD Account Structure
MAS
Government Bond |((Monetary Authority |[Omnibus
of Singapore)
CDP
Corporate Bond (The Central g?;?gjste/
Depository (Pte) Ltd)
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KYC information for account opening (Singapore)

Ex: Government Bond Investment in Singapore There are two ways for investors to
invest in government bonds in
P e = CDP is a custodian in Singapore.
/ o government bond 1. Open an account with a local
' Singapore MAS settlement. custodian who is a MAS participant.
(Monetary Residents and non- (The Central 2. Open an account with CDP, a MAS
MAS is the CSD of Authority of residents open an Depository participant.
government bond. Singapore) account with CDP for ondu (Pte) Ltd) ondu
It is not confirmed government bond 04 CDP allows non-resident accounts to
whether KYC settlement. be opened.
information is o Local _
submitted to CSD 0Oca oca ; : |
or not. Custodian Custodian KYC info KYC info |
I ) ﬁﬁ T . :
I KYC info | |
| | | | .
| Domestic Domestic !
\ Investor Investor
/
N e e e D e e e e e e e e e e e e e, e, e, el e e e e P e e e e e e e e -
S EEm mEmm mEmm IS EE =S B IS S S S S S S S S S S S S . . — oy
/ N\
' Overseas \ . Information for account opening
Global | _ _
| Custodian || = KYCinformation for market entry
| ondu I collected by global custodian
I | | = KYC information for market entry
| KYC info | collected by local custodian
' I _ |
| Foreign Foreign |
| Investor Investor )]
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KYC information for account opening (Singapore)

Ex: Corporate Bond Investment in Singapore

P - O S Ea EE S S S B S B S B B D B B B B S B B D B B B S B B B B S B e e e . — ~
/ Singapore CDpP \‘
' L (The Central It is not confirmed whether KYC
CDP is the CSD of Depository information is submitted to CSD or |
: corporate bond. ‘ ondu (Pte) Ltd) Ny not. |
Tl |
| | |
| Local KYC info -
I Custodian KYC info :
' | w !
: |
- |
| Domestic !
\ Investor
/
N e e D e e e e e e e e e G e e e e P e e e et ettt e et e e e -
geS Emm Emm Emm B S S S . . . . . - e - G - - - - . . . . - —y
’ S _ .
' Overseas \ ~ Information for account opening
Global | _ .
| Custodian | | = KYC information for marke;t entry
| ondu I collected by global custodian
I | | = KYC information for market entry
| KYC info | collected by local custodian
I | | |
I Foreign Foreign |
| Investor Investor /
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KYC information for collecting tax (Singapore)

Ex: Investment in Singapore

7 —_—EmEmEmEmEEmEEmEEmEmEEmEmEEEEEEEmEEmEEmEEmEEmEEEmEEmEEmEEmEm—_—— -~
7 Singapore IRAS MAS cDP S
(Inland Revenue (Monetary (The Central \
Authority Of Authority of Depository |
Singapore) Singapore) (Pte) Ltd) |
4
|

Individual residents and non-residents do not need to pay
tax on interest.
About corporations and financial institutions, Exempted

pom EEm Emm o o S o oy

from withholding tax for SGS issued from 28 February 1998
Local to 31 December 2023.
Custodian I
|
Info Info Domestic |
\ (COR) (COR) Investor /
N e e e e e e e e e e e e e e e o o e e e e e e mm mm e e e e — -
P e A e EEEEE__—_—_——- ~ \
[ Overseas 1
| Global | _ _ _
| Custodian I » KYC information for transaction
I | I
| I
| |
| ' 1 |
I Foreign Foreign I
\ Investor Investor /
~ 7

I EEE I S - S - - -

In the case where foreign investors
accounts are included by the global
custodian account.

e
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Key findings and preliminary recommendation
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. Key findings from the study

In ASEAN+3, account structures are categorized in three ways:

e omnibus account

« segregated account

« omnibus with single investors ID
» Financial institutions must check a customer when establishing a business
relationship.

« Required KYC information can differ from one institution to another.

« There may be 1) local KYC requirements of the market receiving investments; 2)
global custodian’s requirements; and 3) requirements of the market where
investors are located.

« What information can satisfy regulatory KYC may not easily be to defined.
« As a withholding agent and tax agent, custodians need to collect information of
customers to file tax procedures.

« Comparing to the onboarding KYC, information collected for taxation may be
clearer but repetitive.

b © 2019 NTT DATA SYSTEM 42
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. Recommendation: Standardization of KYC

« Based on the flows of information to fulfill the requirement of KYC, there
are two types of KYC: initial KYC and transactional KYC.

Transactional KYC Tax

authorityI

Information Finding suspicious transactions

provided by EEEEEE———— |
investors Information

which can be
Initial KYC standardized
based on the
tax
authorities’

Additional information ! .
requiremen
E = =
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Recommendation: Standardization of KYC data
elements

Basic data elements for taxation
1. individual or non-individual (entity)
2. Name
3. Nationality / Legal domicile
4. Identity Number (i.e. Tax ID and/or personal ID for individual)
5. Date of Birth / Date of company establishment
6. Address
7. Type of Business (only for institution)
a. Corporate (CP)
b. Foundation (FD)
c. Financial institution - bank (IB)
d. Financial institution - non bank (IB)
e. Insurance (IS)
f. Mutual Fund (MF)
g. Pension Fund (PF)
h. Securities company (SC)
i. Others (OT), i.e. government entity or international organization

A © 2019 NTT DATA SYSTEM 44
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. Recommendation: Use of LEI for transactional KYC

Basic data elements for taxation

1. individual or non-individual (entity)

2. Name

3. Nationality / Legal domicile

4. Identity Number (i.e. Tax ID and/or personal ID for individual)
5. Date of Birth / Date of company establishment

6. Address

7. Type of Business (only for institution)

a. Corporate (CP)

LEI can provide the
information in red.
LEI can cover most of

b. Foundation (FD) investors

c. Financial institution - bank (IB)

d. Financial institution - non bank (IB) .. i Entities
e. Insurance (IS) Entities with LEI R
f. Mutual Fund (MF)

g. Pension Fund (PF) Individual investors

h. Securities company (SC)
i. Others (OT), i.e. government entity or international organization

1 © 2019 NTT DATA SYSTEM 45
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.What is LEI?

ISO 17442 Legal Entity Identifier

The term "legal entities" includes, but is not limited to, unique parties that are
legally or financially responsible for the performance of financial transactions or
have the legal right in their jurisdiction to enter independently into legal
contracts, regardless of whether they are incorporated or constituted in some
other way (e.g. trust, partnership, contractual). It excludes natural persons, but
includes governmental organizations and supranationals.

4 digit LOU prefix + 00 + 12 characters of alphanumeric code plus 2 check digits
1354+00+WSQFAUV09Q8Z+CD

A LEI code does not contain embedded intelligence, but the information of
the entity can be accessed from the Global LEI Foundation website.

LEI is freely available.

To acquire an LEI, an entity need to pay an annual fee (a few hundred USD),
of which payment provides a proof of existence.
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.AMBIF and KYC

ASEAN+3 Mu
- Professiona
- Professiona

ti-Currency Bond Issuance Framework
investors only bond market

s are normally composed of financial institutions such

as banks, securities companies, insurance companies, pension
funds, trust funds, mutual finds, and HNWI.

Beneficial owner refers to the natural person(s) who ultimately
owns or controls a customer and/or the natural person on whose
behalf a transaction is being conducted.
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. Linkage with CRS

Common Reporting Standard User Guide and XML Schema

Part of the technical solution to support the implementation of the CRS is a schema in
extensible mark-up language (XML) that allows the reporting of information under the CRS
in an IT-based and standardised manner.

A schema is a data structure for holding and transmitting information electronically and in
bulk. XML is commonly used for this purpose. Examples are the OECD’s Standard
Transmission Format "STF" or the Fisc 153 format used for information exchange for

the European Savings Directive.

ISO 20022 and CRS

New ISO 20022 messages, compliant with agreed market practice, will be live on SWIFT
as of November 2021. After a period of four years of coexistence, the corresponding
legacy SWIFT MT messages will be decommissioned on the SWIFT platform.
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Next steps

© 2019 NTT DATA SYSTEM
TECHNOLOGIES Inc.



. Steps towards standardization

2019-2020 >> 2021 >> 2022 - >

« Complete the study to identify « Development of ISO « Implementation of
the information flows of KYC 20022 transactional transactional KYC
procedures in the rest of the KYC data model template.
ASEAN+3 markets. « IS0 20022 business « Implementation of

« Promotion of LEI to create justification proposal the new ISO 20022
more awareness among . Implementation of message where
stakeholders such as financial LEI where possible. possible.
institutions, financial : : Proposal of initial

. - Discussion to P
requlators, and tax authorities - or dardize iniia KYC data elements
' KYC data elements template

« Discussion with MOFs and tax

authorities

« Proposal of transactional KYC
data elements template.

b © 2019 NTT DATA SYSTEM 50
TECHNOLOGIES Inc.




Stylized image of tri-party
repo transactions and
cross-border collateral in

ASEAN+3

Satoru (Tomo) Yamadera, ADB
ASEAN +3 Bond Market Forum
17-18 October 2019 in Shenzhen, PRC




Why CBCR market for ASEAN+3?

Because

* Increase in cross-border banking in the region.
 Qualified ASEAN Bank (QAB)

* Development of local currency bond markets, comparable to the
developed markets.

* Increase in collateral demand under tightened regulation.
However,

* Most cross-border collateral and repo transactions are booked in
USD or against US Treasuries (UST).

« Shortage of UST and USD creates vulnerability in the ASEAN+3
markets, although we have large asset pool.




Objective of the Session

Cross-border transactions are mostly done by internationally active
banks which have large operations in USD/UST.

Difficulty in accepting different legal framework(s) and market
practices seems to be the biggest hurdle for a common CBCR

approach to be created in the region.

To promote cross-border transactions, it is important to understand
the current market transactions.




Case 1: Image of traditional repo

B Bank A deposits securities with counterparty (CP) as collateral.
B By providing the collateral to the CP, Bank A can receive funds in same or different
jurisdiction, or also offshore.

Assumptions include

« Securities can be deposited with respective counterparty, or in a central depository.
- Funds provided can be disbursed and used in domestic market, another market, or offshore.

Domestic or Offshore

Central Bank, CSD, Custodian, ICSD, or other Counterparty

Securities //Funds

Bank A




Case 2: Image of tri-party repo in domestic market

B Bank A makes available its securities to servicer, becomes collateral giver or provider.
B Bank B is looking for available (general or specific) collateral, being the collateral taker or receiver.
B Central service provider helps 2 counterparties transact, which now involves 3 parties => tri-party.

Assumptions include
- Securities available as collateral are deposited with central provider, and match collateral receiver

requirements.
- Funds or other collateral posted by collateral receiver are deposited with or accessible by central provider.

Domestic

Tri-party Servicer (typically a CSD)

Funds //Securities Funds\ \Securities

Bank A Bank B

Collateral Giver Collateral Taker




Case 3: Image of tri-party repo by ICSD/Global
Custodian

B Bank A makes available its securities to ICSD/GC, becomes collateral giver or provider.
B Bank B is looking for available (general or specific) collateral, being the collateral taker or receiver.
B |SCD/GC facilitates counterparties’ transactions on its platform or network, including cross-border.

Assumptions include

« All counterparties must have a relationship with ICSD/GC, give or receive designated securities; conditions
apply.

« Securities and funds must be accessible to ICSD/GC on their platform or network for collateral
management.

Offshore or Across
Network

Tri-party Servicer (ICSD/GC)

Funds //Securities Funds\ \Securities

Bank A Bank B

Cross-border

Collateral Giver Collateral Receiver




Case 4: Use of tri-party repo: different counterparties

B Bank A can be domiciled anywhere, but willing to transact repo on specific platform/network.
B Bank B can be domiciled anywhere, but willing to transact repo on specific platform/network.
B Counterparties do NOT (need to) know each other; ISCD/GC facilitates transactions.

Assumptions include

« All counterparties need to be participants of specific platform or network.
- Tri-party provider ensures adequate securities and fund flows, adequate collateral and margining, regardless

of domicile.
Offshore or Across
Network
Tri-party Servicer (ICSD/GC)
i N\ Country B
Funds / / Securities Funds \ \Securities
Bank A Bank B

Collateral Giver Collateral Receiver




Case 5: Use of tri-party repo: 1 institution, different
entities

B Bank A/Head Office makes available its securities for collateral to branch or subsidiary elsewhere.
B Bank A/branch or subsidiary draws on collateral for, e.g., its need to obtain funding at domicile.
B Cross-border collateral movement booked through ISCD/GC platform or network.

Assumptions include
- Bank A, Head Office and branches/entities must have a relationship with ICSD/GC, using single or several

accounts.

- Corresponding posting of funds or fees could be subject to inter-company agreement, agreement with
ICSD/GC. Offshore or Across
Network
Tri-party Servicer (ICSD/GC)
oL R\ Country B

(Funds) ’/’ / Securities (Funds) \\\ \Securities

A Y\

Bank A Bank A
Head Office/Branch Branch/Subsidiary

Collateral Giver Collateral Receiver




Case 6: Use of tri-party repo: combine with
SeclLending

B Bank A lends securities to ICSD/GC while Bank B borrows securities from ICSD/GC.
B Bank B uses the borrowed securities to transact a repo with Bank C.
B Securities borrowing leg acquires suitable collateral to support repo transaction.

Assumptions include

« Bank A, Bank B and Bank C need to maintain accounts with ICSD/GC; domicile not specifically relevant.
+ Potential case for obtaining funding (by Bank B) in other than home or typical currency.
* Recourse or return practices for securities lending in line with similar practices for repo, since same platform.

Offshore

ICSD or global custodian

Securltle/:/Fees Securltles\\y\:es Securltu//undys\\fecurltles

Bank A Bank B Bank C
Repo

Lender Borrower

Collateral Giver Collateral Taker




Case 7: Use of repo: credit from global bank (custodian)

B Global bank (custodian)’s branch in Country B provides funding to Bank Z's branch in
Country B, on the basis of collateral provided by Bank Z’s branch to Global bank’s branch or
agent in Country A.

Assumptions include

Both Global bank and Bank Z have branches or subsidiaries in both countries; Global bank (if a GC) may have an agent in Country A
as part of its network to receive the securities as collateral.
Though provision of securities and funding are 2 separate transactions, Bank Z and Global bank can agree to consider them as one.

Cross-Border/Across

Network
Global bank (custodian) Country B
Branch or Agent Branch
in Country A in Country B
Securities/ \Funding
Bank Z Bank Z

Branch in Country A Branch in Country B
Collateral Giver Receiver of Funding




Case 8: Use of tri-party repo via global bank (custodian)

B Global bank (custodian) provides tri-party repo services through its network (branches or
agents).

B Global bank (custodian) will transfer funds in Country B in exchange for securities received in

Assumptions include

Global bank (custodian) to have access to each market in which securities may be provided as collateral and funds are paid.
« Global bank (custodian) can provide custody services for or in each market.

« Markets in which Global bank (custodian) provides service must allow FOP transfers.
p

Cross-Border/Across

work
Country A Country B

Branch or Agent Branch
in Country A in Country B

{ Securities \ / Funds \

Seller/Collateral Giver Buyer/Collateral Receiver




Image of CCDC cross-border collateral service

B Bank A makes securities available as collateral (pledge) at CCDC.
B By pledging the securities via CCDC, Bank A can receive funds in different jurisdiction or offshore.

Assumptions include

Securities can be deposited at CCDC, have to be of a certain quality.
Bank B is party who extends funding (domestic) or is agent for party extending the funding (international).
Funds provided can be readily used offshore.

- - -

Offshore

PRC |
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About Finadium

* Finadium is a consulting firm in securities finance, collateral and
derivatives, founded in 2005

* We are consultants to market participants including central banks,
pensions, asset managers, hedge funds, banks and regulators

 We offer a subscription to our proprietary research, premium
magazine articles and educational webinars

* We maintain databases on securities lending, repo and hedge fund
activity

* 1In 2019, Finadium will produce eight conferences and webinars
around the world

EQFINADHJM )



Where repo adds value to the markets

* Banks use repo to finance their clients

* A client buying securities on margin contributes liquidity to the underlying
market

* A liquid repo market lets banks transact profitably

 More liquidity for bonds and equities means lower issuance costs
* |ssuers have evidence that their bonds have tight spreads and ample liquidity
* Buyers have comfort that they can buy and sell without excess costs

 Repo can be used to source securities for short-selling
* This again contributes liquidity to the underlying market

e Cash investors have a safe place to park short-term money

MFINADHJM 3



What happens to liquidity without securities finance

* The Global Financial Crisis gave an opportunity to measure liquidity
with and without bond lending

* |n “Over-the-Counter Market Liquidity and Securities Lending®,
Federal Reserve researchers showed that when AlG stopped lending
in 2008, trading in impacted bonds saw a 20% liquidity drop

* Interdealer brokers increased their participation but passed on their costs to
clients

* In “The Effect of Short-selling Restrictions on Liquidity: Evidence
from the London Stock Exchange,” short selling bans resulted in
increased spreads of 140% for affected securities, compared to a
56% spread increase for securities with no bans

e QOther studies have found similar results
g FiNADIUM :



Strong Basel Il Leverage Ratios may contribute to a lack
of urgency for repo in Asia

Basel lll Leverage Ratios of selected Asian banks, Q1 2019
(Percent)

10

8

11111

China Construction Bank ICBC Bank of China
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Uncleared Margin Rules are likely to drive only
moderate demand

* |ISDA (International Swaps and Derivatives Association) estimates
that 70% of Phase 4 and 5 firms will be able to avoid the S50 billion
Average Aggregate Notional Amount (AANA) minimum at the onset

 Exchange-traded products like Total Return Futures look to replicate
OTC derivatives and repo in a cleared format

* |n Finadium surveys, market participants say that they will look
more closely at securities lending and repo in place of OTC
derivatives in order to avoid Initial and Variation Margin rules

MFINADHJM 6



Repo works best in the private market context but may
need help to get going

* |deally, market actors would discover on their own that
collateralized are better than uncollateralized cash loans

 Uncleared Margin Rules associated with OTC derivatives should
encourage derivatives users to prefer repo over holding excess cash

* Asian repo markets remain underdeveloped, leading to reduced
liquidity in corporate bonds

* The perceived need for Asian repo vs. the absence of market development
has been observed for at least a decade

* From a practical perspective, Asian markets may require
government intervention to encourage private sector repo use over

unsecured loans
e This will lead to market demand for bonds
i FINADIUM



Daily and periodic data explain repo activity in the
market context

* Daily trading data available from market vendors and trading
platforms enables real-time decision making on pricing and volumes

* The more that trading is automated, the more that electronic delivery of
pricing becomes important

 Transparency for both the buy-side and sell-side goes with a belief in
the fairness of repo transactions

* For market strategists, regulators and academics, repo data provides
important insights on market activity

EQFINADHJM g



Published repo data and repo indices show normal

market operations and dislocations

GCF Repo® Treasury, Secured Overnight Financing Rate (SOFR) and
Effective Federal Funds Rate (EFFR) , September 2019

(Percent)

7 o-Treasury Weighted Average ——SOFR —EFFR
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Intraday and daily repo data sources

Trading venues Central counterparties Index providers
/ RepoFundsRate
®mTs [=¢-
> BNY MELLON
Tradeweb Covernmante TRI-PARTY REPO INDICES

DTCC

Data vendors

NEX

EBS BrokerTec

Bloomberg
Coming April 2020: REFINITIV R

Europe’s Securities
Financing Transactions
Regulation (SFTR)
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Industry associations, regulators and private company
analyses support market structure development

 |CMA (International Capital Markets Association) conducts a
valuable biannual European repo market survey

 The ICMA/ASIFMA (Asia Securities Industry & Financial Markets

Association) pilot survey of the Asia-Pacific repo market was well
received

* Governments and banks produce occasional pieces on repo

e Bank for International Settlements, Federal Reserve, RBA (Reserve Bank of
Australia), J.P. Morgan, SIFMA, EMEAP and others

* Finadium conducts regular regulatory and market analyses including
analytical reports and brief articles

MFINADHJM 11



Sizing the market is critical to understanding its
Importance

Total European repo business
(EUR trillions)

8

0
2010 2011 2012 2013 2014 2015 2016 2017 2018
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A greater move towards private sector repo in Asia will
be driven by banks, not investors

 Banks and their clients will trade where the costs are lowest
 Clients will follow if low cost is delivered with operational ease

* Globally, Basel lll rules have encouraged the use of repo over
uncollateralized loans

* These same rules are behind the growth of buy-side repo on CCPs (Central
Counterparties)

* CCPs for repo benefit most when banks need balance sheet-friendly
alternatives to bilateral trades

e But Asia has not seen the same level of demand as North America and Europe

EQFINADHJM 13



Four ideas for building the Asian repo market

* Regulators could encourage banks to prioritize repo over unsecured
financing

« The ADB’s Credit Guarantee Investment Facility could backstop
corporate bond repo

* The ADB or other entity could sponsor a pan-Asian collateral basket
that could be traded as a repo or Total Return Future product

 Regulators could provide incentives for market makers to hold and

trade corporate bonds, which would drive short selling liquidity
demands including repo

EQFINADHJM 14



Contact Information

Finadium LLC

P.O. Box 560
Concord, MA 01742 USA
Tel: 1-978-318-0920

http://www.finadium.com

Josh Galper, Managing Principal

jgalper@finadium.com
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Cross-border Triparty Repo in Asia :
impediments and challenges

19t Cross-Settlement Infrastructure Forum (C
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Domestic securities to be used as collateral to cover local exposures ?
- domestic collateral management

Collateral Pool
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domestic _ domestic Domestic Repo
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. ‘gn . . clearslream
Can domestic securities pools be used for international exposures ?

DEUTECHE BORSE
GROUP

= inclusion of international exposures

()
(7))
(&)
.‘g « Domestic Bonds
3 * Domestic Equities

utilizes 4 B ete

domestic (]

collateral

Collateral and/or
. international
Givers collateral

at other

markets - to cover
g exposures « CCPs
.‘g Bonds at other Central Banks
© Equities -markets, Triparty Repo
o Funds Triparty Collateral
c etc Management Service

etc




clearsiream | 2EuTscHE soRse

Can international securities be used to cover domestic exposures ?

- inclusion of international collateral

Collateral Pool

(]
8 Domestic Central Bank
© « Domestic Bonds — Domestic Repo
s . Domestic Equities to cover Domestic Sec. Lending
o g _ domestic Domestic OTC
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DEUTECHE BORSE
GROUP

A more ideal scenario to work on..

- cross-border collateral management

to cover
Collateral Pool i
domestic

exposures

and/or
exposures
8 at other _
O markets Domestic Central Bank
2 - Domestic Bonds DomesticRepo
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Cross-border Triparty Repo in Asia: Impediments and Challenges

October 2019

O’Delle Burke
Executive Director, Head of Collateral Management Product, Securities Services Asia Pacific, J.P. Morgan
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Growing interest from Bilateral Repo to Triparty Repo

The growth of triparty repo is driven by an increase in cross-border financing activities...

Repo rate

Bilateral Trade

A

v

Seller (Repo) Buyer (Reverse Repo)

Collateral v

Securities at start of Cash at start of
Repo Repo

Cash after Repo is Securities after Repo is

Equivalent assets Collateralized J.P. Morgan Collateralized
Triparty Agent
—  Opening Leg
————— Closing Leg
Bilateral Repo e Triparty Repo
* Repo is the short-term borrowing where a party sells the security » Triparty Repo is where a triparty agent acts as an intermediary
and agrees to repurchase it in the future. between two parties to the repo
 Sale and simultaneous repurchase of the underlying security, * Repo sellers and buyers execute a Master Repo Agreement

conducted on a delivery-versus-payment (DVP) basis

* Repo sellers, buyers, and the ftriparty agent execute a triparty
agreement such as collateral eligibility schedule.

JPMorgan



Growth in Global Triparty Repo, with APAC having the fastest growth rate

Regulatory drivers and market forces are driving the growth of global Repo market, with Europe being the largest contributing region...

Global Triparty Repo ($4.7Tn) represent 6% of world
GDP ($76Tn), with Europe being the largest region

APAC
5%

Europe

52% us

43%

Asia Pacific Triparty Balances($235bn) by country

Australia

" \
HongKong__

6%

Singapore

0,
2% Other

Japan
86%

Source: Finadium - The Global Tri-party Services Market in 2017; ICMA - European Repo Market Survey;

ASIMFA - A pilot survey of the Asia Pacific Repo Market

— Global Triparty Repo

» Europe (52%) is the largest region with Securities Lending
constituting 74% of triparty arrangements.

* Unlike Europe, the U.S. (43%) is the 2" largest region with Repos
being the most dominant with 91% of the local market

* Growth drivers for Triparty Repos:
o Operational and settlement efficiency through system
integration
o Counterparty and operational risk reduction
o Optimization of collateral allocation and automated
substitution of collateral

— APAC Triparty Repo

Triparty balances in Asia has increased by 25% in 2017, with
Japanese securities constituting 86%.

Asian investors are turning to repos to raise eligible collateral assets
such as cash for OTC derivatives

 Sovereign securities collateral constitute a larger share in APAC
than EMEA

Driven by LCR & NSFR* regulations and higher capital costs, Asian
Investors are switching from unsecured to secured funding.

* New triparty developments enabling the mobilization of
unutilized/underutilized assets as collateral in markets like Taiwan,
South Korea, and Hong Kong Stock Connect Scheme

JPMorgan




Global Bond markets is integral to Repo financing

Government Bonds are relatively more liquid and has lower correlation to the credlit risk of repo counterparty ...

Global Bond market is US$104 Trillion, with Government Bonds constituting 48% in 2018

40 - m Other Bonds  ® Government Bonds
% Asia Pacific represents 33% of Global
Government Bond Market (US$ 50Trillion)
18.4
30
s
% 25 - Americas
fm————————
e ' | 52% | 48%
u:: I | Other Govt
| | Bonds Bonds 33% 27% EMEA
15 I |
' |
|
224
10 I |
I 94 |
il B B B |
0 - | . ] e ™ K B M i [ ) B Y | BN wrm wem  BEE
USA | Japan* China* I UK. France Italy Germany Canada Spain | Korea* Australia® INetherlands  Ireland Denmark  Luxembourg  Others
S&P Rating Aaa Al Al | Aau Aa2u Baadu Aaau Aaa A1 A2 Aaa | AMA AAA AAA Aaa
1 1 i
Govt Bonds 18.4 | 9.4 49 : 2.6 2.3 2.3 1.9 1.2 1.2 | 0.7 0.6 | 04 0.2 0.1 0 35 49.7
Others 24 | 3.2 7.5 I 3.2 2.3 0.9 1.8 2.1 0.8 | 1.2 1.2 I 1.8 0.7 0.7 1 39 54.7
Total 40.8 : 12.6 124 | 5.8 4.6 3.2 3.7 33 2 : 1.9 1.8 : 2.2 0.9 0.8 1 7.4 104.4
Govt Debt/GDP 90% L 189% 36% | 93% 83% 110% 46% 1% 83% L 43% 44% | 40% 44% 36% 14% 1% 15%

Source: Bank of International Settlements (BIS), September 2018 (USD in Trillion)
Credit ratings are adapted from Standard & Poor (S&P) Rating
GDP statistics are adapted from 2018 World Bank statistics

— Summary

e U.S. (41Tn), Japan (13Tn) and China (12Tn) are the three largest markets (66Tn) globally, constituting more than 50% of total debt securities outstanding.
 China, being the 3 largest bond market is exclusively onshore with several collateral and access restrictions for offshore market participants

« Japan, being the 2" largest bond market, is the most liquid and actively traded market in Asia Pacific

 Australia is a relatively small market (Total Debt - 2Tn, Government Bonds - 0.6Tn) with market regulations permitting bonds to be used as collateral

« Koreais another Asian market that has access restrictions. However, ISDA along with some Global Custodians are working through a solution

JPMorgan



ASEAN+3 Market liquidity is key to developing a robust cross-border Repo market

Government Bonds are relatively more liquid and lower correlation to the credit risk of repo counterparty ...

ASEAN market is US$1.4 Trillion, with Government Bonds

constituting 53% in 2018

400 ~
350 m Other Bonds  m Government Bonds
300 -
E 250 174 92
E
o 200
(7]
s ]
150 -+
100 - 204 165
165 91
50 A
47
: Ed
0 T 2
Thailand Malaysia Singapore Indonesia Philippines Vietnam
S&P Rating Baa1 A3 AAA Baa2 Baa2 Baa3
Govt Bonds (bn) 170 174 92 165 91 47
Others (bn) 215 165 204 33 25 5
Total 385 339 295 197 116 51
Govt Debt/GDP 34% 49% 25% 16% 28% 19%

Source: Asian Bond Online, Financial Year 2018, USD in Billions
Credit ratings are adapted from Standard & Poor (S&P) Rating
GDP statistics are adapted from 2018 World Bank statistics

USS$ Trillion

Japan, China and Korea constitute US$27 Trillion,
representing 26% of global bond market in 2018

® Government Bonds

RN

m Other Bonds
15 4
10
5 4
0 -
Japan
S&P Rating A1
Govt Bonds (Tn) 9.4
Others (Tn) 3.2
Total 12.6
Govt Debt/GDP 189%

China

A1

4.9
7.5
12.4
36%

Korea

Aa2

0.7
1.2
1.9
43%

Source: Bank of International Settlements (BIS), September 2018 (USD in Trillion)
Credit ratings are adapted from Standard & Poor (S&P) Rating
GDP statistics are adapted from 2018 World Bank statistics

— Summary

outstanding.

« ASEAN (US$1.4tTn) represents 3% of the Global Government Bond Market (US$ 50Tn) and 9% of APAC Government Bond market (US$16Tn)
* Thailand (385bn), Malaysia (339bn) and Singapore (295bn) are the three largest markets (1.4Tn) in Southeast Asia, constituting more than 74% of total debt securities

JPMorgan



While Triparty Repo market in APAC is growing, challenges still remain

Developing a cross-border regional repo market in Asia Pacific will require a robust legal framework, liquid bond markets and interoperable market
infrastructure.

m Challenges faced in Asia’s Repo market How can Triparty Agents help?

@ » Documentation varies from GMRA*, undermining default and
Leqal insolvency law protections in Asia Simplified process with standardized legal
D g tati » Lack of contract enforceability hinders reinforcement of rights agreements for triparty repo transactions
ocumentation across counterparties.

» Lack a standardized legal documentation framework with no
adoption of true-sale repos framework

o . L * ldentify eligible collateral

» Restrictions on investor participation and market access . . .

. o . o L  Facilitate delivery from provider to
Market Liquidity - Limited pool of eligible assets, which limits the utilization of receiver

bond holdings in R ket bal heets.
ond holdings in Repo markets on balance sheets + Collateral optimization

+ Relatively f ted iti ttl t t CSDs, . .
elatively fragmented securities seftiement systems ( ° Integrated platform with straight-through

Market ICSDs**) result in high cross-border trading costs, operational , STP bilities to facilitat
Infrastructure risk and inefficient settlement. processing (STP) capabilities to facilitate
int bilit o , , _ triparty repo transactions across
Interoperabllity « Strengthen connectivity between financial market infrastructures counterparties.

to support cross-border repo markets.

* GMRA - Global Masters Repurchase Agreement, international documentation standard for Repo
** CSDs - Central Securities Depositories, ICSDs — International CSDs

JPMorgan



ASEAN+3 Cross-Border Repo Market Comparison

There are specific differences in various markets hindering the development of a robust and scalable cross-border regional repo market in Asia Pacific

ASEAN +3
China

South Korea

Thailand

Indonesia

Repos/
Government
Bonds

Repo Type

Use of GMRA

Tax
Treatment
Basis

Withholding
tax

OTC Vs
Exchange

Foreign
Market
Access

11%

Classic

Yes

Loan

Yes

OoTC

Yes

18%

Classic

Yes

Loan

Yes

OoTC

Yes

15%

Borrow &
Lend
Classic
(Gensaki)
Yes

Loan

No

oT1C

Yes

5%

Pledged
(96%)
Classic (4%)

No
Loan and
Outright

No

OoTC
(mainly) and
exchange

No

5%

Classic

Yes

Loan

Yes

OTC (mainly)
and exchange

No

<1%

Classic
(mainly)
Buy/Sell-
back
Yes

Loan

No

OoTC

Yes

<1%

Classic
Buy/Sell-
back
(mainly)
No

Loan

Yes

OoTC

Yes

Southeast Asia (ASEAN)
Malaysia
1% 2%
Classic Classic
Buy/Sell-
back
Yes Yes
Loan Loan
No No
oTC oTC
Yes Yes

Singapore

Philippines Vietnam
<1% <1%
Classic Classic
No

Loan

Yes

0oTC Exchange
Yes Yes
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Triparty Agents bring harmonisation to Asian’s Repo markets

— Cross-border Repo marketplace ——

SGB

MYR

MGB
THB

IGB
VND

~ i

N — Triparty harmonises cross-border =
b repo settlement

~~. S
Sea ~.
~..
~.

Buyer

(Reverse
Repo)

i Securities ,”’
Indonesia- \\Cash
Securities ’

Triparty

Agent

» Legal documentation standardization
* Integrated platform and infrastructure
/ « Support market liquidity

Connecting Repo market
participants in Asia Pacific

J.PMorgan
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CCDC Collateral Management and
Cross-border Applications

©

China Central Depository & Clearing Co., LTD.
FEI TAO

Collateral Management Center



@ Overview of CCDC Collateral Management Service

@ Cases of CCDC Cross-border Collateral Service

@ Innovations of Collateral Service Arrangement




Overview of CCDC Collateral Management Service
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CHINA CENTRAL DEPGSTORY & CLEARING CO., LTDR

Overview of CIBM @ tRAGERRIAR T2

Number of accounts of foreign investors ( by end Bond holdings of overseas investors (in trillion
of Sep 2019 ) RMB)

1.7239

1.5069
1.1473
0.7788
0.5362 0.6026
0.3124
0.1555

2012 2013 2014 2015 2016 2017 2018 2019.9 2012 2013 2014 2015 2016 2017 2018 2019.9

Data Source : CCDC
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Overview of CCDC Collateral Management @ G TR BT LA 00,

Collateral under the management of
Balance Ratio CcCCDC

(in RMB trillion)

China Bond Market

Bonds deposited in 66.16%
CCDC

Bonds pledged in CCDC 12.84%

Unit : Trilion RMB




Overview of CCDC Collateral Management C tROGFRAITIE 09

CHINA CENTRAL DEPOSITORY & CLEARING CO., LTD

We provide services to 0393 market institutions

\‘ Number of clients of Collateral Management
‘H‘ jﬁ}’;—;?%@ Center

* m & R ”- & Ministry of Finance of the

THE PEOPLE'S BANK OF CHINA People's Republic of China 7000 1 6393

@ 7 6000 - 5524 5774
5000 - 4554
SSF :
LUUEORNBERNS i%Ii‘EE 3725
e 4000 -
. 3365
P R S I [ LT 3000 -
Chira Finarcial Futires Exchange o DL MBS P
S 2000 -
=u1]]=l\/larket Institutions
| | ]
1000 -
O T T T T T

2014 2015 2016 2017 2018 2019.9




Overview of CCDC Corss-border Collateral Service (@ i..ﬁff;ﬁiﬁfiiﬁifﬁf

Cross-border collateral business balance
(in RMB 100 million, 2016-2019.9)

2016.12 2017.6 2017.12 2018.6 2018.12 2019.9

Notes: Percentage Change is the growth rate of collateral balance

compared with the level in Dec 2016.

Data Source: CCDC

~

» Expansion of our cross-border business is our next
focus.

» By the end of September, the balance of collateral
for our cross-border business exceeded RMB 44
billion.

o %

~

10th China-UK Economic and Financial Dialogue

» Jointly promoting RMB bonds as common qualified

collateral accepted by the UK market

- /
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CHINA CENTRAL CEPOSITORY & CLEARING CO., LTD.

Overview of CCDC Corss-border Collateral Business

/ CCDC+ Cooperation \
~D DEUTSCHE BORSE
clearsiteam | groue

J.PMorgan -

(3 JASDEC

€IASX
¥

\ tu’hﬂ‘iisﬁ TR RIS iﬁj E2pSL b /




Cases of CCDC Cross-border Collateral Service
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CHIMA CENTRAL DEPDSTORY & CLEARING CO., LTD

Cases of CCDC Corss-border Collateral Service

Support Overseas Issuance of BOC Green Covered Bonds

BOC used its green bonds as collateral to guarantee its issuance of overseas bonds. CCDC, as the collateral management
provider, carried out the valuation, mark-to-market and assessment of the pledged assets pool. Meanwhile, CCDC acted as
an executing agent to perform the default operation of the collateral in the event of default.

BOCL (issuer) Investors

Overseas ,
authorized HSBC as the

representative

Onshore

BOC (collateral giver) : HSBC (collateral taker)

_ Reporting T
T - Pledge _ Bond Collateral :

* Reporting Management
Enforcement processing -

Initial instruction

Initial instruction
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CHIMA CENTRAL DEPDSTORY & CLEARING CO., LTD

Cases of CCDC Corss-border Collateral Service

Support Currency Swap Transaction Between Domestic Commercial Banks and Foreign Central Banks

To control the credit risk from their counterparties, domestic commercial banks accepted RMB bonds from the overseas
central banks as collateral to ensure that the swap contract can be successfully implemented.

RMB Bonds Pledged as Collateral(Onshore)

Domestic Bank |  ° \ Overseas
< — M Central Bank

Currency Swap(Overseas)
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CHINA CENTRAL CEPOSITORY & CLEARING CO., LTD.

Cases of CCDC Corss-border Collateral Service

Support Bond as Margin in Derivatives Trading

Foreign investor can use the RMB bonds instead of cash as the margin. By the end of Aug,2019, the balance of collateral
under this business exceeded RMB 7.5 Billion.

Foreign Investors : Settlement Agency Clearing Member

B

China Financial Futures Exchange

L N é FESFMEAKX KB

||

Offshore Onshore

Bond Collateral

Instruction Management
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PART THREE

Innovations of Collateral Service Arrangements
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Innovations of Collateral Service

P e 1

Trader A Trader B

collateral
management
services

O

collateral
management
services

(: bR ERBYI AL 24

CHIMA CENTRAL DEPOSTORY & CLEARING CO., LTD

Tri-Party Repo

O The core of tri-party repo is the introduction of
a central securities depository acting as a third
party to provide centralized and professional

collateral management services.

O In October 2018, PBOC officially announced
the launch of tri-party repo in CIBM.




Innovations of Collateral Service @ P L ST S E RN

CHIMNA CENTRAL DEPOSITORY & CLEARING CO., LTD.

» The core difference of pledge and title-transfer is whether the title of bond

collateral has been transferred

Quick Disposition

of collateral » Major breakthrough: quick disposition of collateral

» CCDC Support : Conversion into Value/Private Sale/Auction

Debtor does not fulfill maturing debt, creditor has higher priority with

pledged assets which disposed for auction.

y




Thank You!
@ PLTY IS EIED LT

CHINA CENTRAL DEPOSITORY & CLEARING CO., LTD.

Tel: +8621 60813316
E-mail: taofei@chinabond.com.cn

Oct 18, 2019
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Collateral in .__odern' .Iianking and Finance

Central Bank Collateral Policy vs.
Legacy Mandates for Export-
oriented Economy: Growing

Pains of Emerging Economies

Open-economy Trilemma Financial Trilemma
Free movement of capital Financial Integration

Capital controls Ring-fenced financial systems

Fixed Discretionary National Financial
exchange rate monetary policy regulation stability
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~ Regulatorv Reform and Bank Funding:
Basel Il Liguidity Regulation

Objective : HQLA -

* Liquidity even under very severe liquidity 23or(Outflow—Inflowsmax7s%)

stress over 30 days without government &
Central Bank assistance
* Minimum requirements

min(Cash-Outflow)x 0.25

Objective :
Available $ Stable Funding ~1

Required $ Stable Funding

* Reduce maturity mismatch between

funding and assets
» Assets > 1y funded by liabilities > 1y

APCF
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Central Bank Influences Collateral Markets via:

Scarcity Channel Structural Channel

Central bank affects the degree of
pledgeability of assets in private
transactions with an effect on price
and quantity

Central bank takes collateral out of the
market affecting collateral availability
(supply) and composition

Repos Outright purchases Eligibility Criteria Haircuts Access

Source: ECB 2018

or both

APCF

Adka Wove Cxlitorsd Parian



Secured Funding is Here to Stay

The Fall of Unsecured Funding

Secured funding Over-the-counter derivatives

Average daily turnover (euro money contracts
market index) Amounts outstanding (Stn)

700

250
600

200
500
150

400
100

50 300 -
0
2002 2007 2012

m Secured transactions
-

B Unsecured transactions 2002 2007 2012

Source: Banking & Finance APCF
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U.S. Repo Market Estimates

U.S. Repo Market Size

Percent Dollars Percent Dollars Percent

U.S. Treasury 60.49 644 41.34 204 48.11
Securities

including
STRIPS

All Other 1,533 39.51 914 58.66 220 51.89
Assets

Total 3,880 1,558 424

Sources: Federal Reserve Form FR2004 (total repo), Federal Reserve Bank of New York (tri-party repo, GCF Repo)

Notes: Total repo estimates are based on Federal Reserve 2004 data as of Oct 8, 2014.
Tri-party repo and GCF Repo data are as of Oct 9, 2014.
Bilateral repo estimates are a residual amount, equal to total repo minus tri-party repo minus GCF Repo

Dollars

APCF

Avar Pty Ccfalenel taron



Composition of the U.S. Repo Market &
Tri-Party Repo

Total Primary Dealer Repo and Reverse Repo Activity Collateral Composition in the Tri-Party Repo Market

Tri-Party Repo by Collateral Used - 2017

Non-

Agency Other Agency
ABS & MBS 1.9% Securities
Corporate 3.1% 1.8%

Bonds \\
5.0%

W Total repo: 52.2 trillion

W Total reverse repo: $1.8 trillion

Equities
76%— 4

U.S.
Treasury
Securities

51.4%

orporate Equitie .S, Other
Treasuries
& TIPS

Source: Federal Reserve Form FR 2004, Jun 2015 Source: Federal Reserve Bank of New York

APCF
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List of Eligible Collateral in the US

A - Public sector B - Private sector C - Private sector D - Other
financial non-financial

United States  Government, agency, MM instruments (CP, Corporate securities, Nonmarketable
Agency backed CDs, BAs), corporate equity, CP loans, cash,
MBS/CMO, securities, covered Term Deposit

supranational, bonds, securitized Facility reserves

Municipal bonds products (non-agency
MBS/CMO, CMBS,
ABS, ABCP, etc)

Source: Central bank collateral frameworks and practices, BIS (Mar 2013)

APCF

Avar Boate Cefuteel herun
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 The process of allocating central bank money
in an economy starts with the interaction of

The Euro the central bank vis-a-vis banks
. * The interaction takes place within the central
E/[ﬁ eriences bank’s collateral framework
f‘-:/ybcm /ij// G * There exists an inverse relationship between
. J_’ haircuts in repos with the central bank and the
(2017). Collateral secondary market prices of the underlying
Frameworks, collateral
e, * Central bank collateral framework can be used
~amporiage as part of a package of unconventional

also cause market distortions and contribute to
financial instability.

\ University Press. monetary policies to address crises, but can



Central Bank’s Balance Sheets over time

All other banks Bank of England
600% 900%
—+— Fed
800% —u People’s

500% .
700% B‘dl'lk of
China

400% 600% —— Eurosystem
—e— Bank of
500% Canada

300% 5 2
s 400% " Bank of

Japan

2000 +———m—m—m ——————— — 300% <- Norges
4 ' Bank

200% — Bank of

100% + — : i B e e X E— 100% England
O

0% 0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 6/2014

Sources: respective central banks’ webpages, People’s Bank of China - National Bureau
of Statistics of China for 2007-2013, Bloomberg, and Trading Economics for other years.

APCF
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Central Bank’s Balance Sheets
as a Percentage of GDP

Assets in percent of GDP

70%

50% —a  People’s Bank
of China
40% —~ Bank of

Japan
0h +—— =23 et G Eurosystem
i = - Fed
20% — K et Bank of
| - England
w,+—mm— Norges Bank
Bank of
0% ' - Canada
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Sources: respective central banks’ webpages, People’s Bank of China - National Bureau
of Statistics of China for 2007-2013, Bloomberg, and Trading Economics for other years.

APCF
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Central Bank Operating Frameworks

* Collateral use has increased post-financial crises through large-scale
asset purchases and use of other unconventional policy tools.

* Asset-to-GDP Ratio serves as an indicator of central bank’s monetary

p O I I Cy' Central Bank's Asset-to-GDP

e KOrea

e ]apan

e China
= nited States

== Thailand

Source: World Data

APCF
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Objectives and Constraints of the
Eurosystem Collateral Framework

e Support smooth conduct of monetary policy
‘ Main e Protect the Eurosystem against losses in case of counterparty default

. Objectives

e Consistency with broad set of counterparties
e Flexibility combined with continuity over time
Main * Market neutrality
oo e sl °No adverse impact on financial stability

RN

* Cost efficiency
» Operational efficiency
e Simplicity

* Transparency

Source: ECB

APCF
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Broad Eligibility Criteria of Euro Collateral
Framework-Monetary policy tool!

Banks even pledge non-marketable assets such as credit claims.

Guarantees by governments, corporations, and other entities
can be used to provide eligibility to otherwise non-eligible

collateral.
** CGIF of ABMI can be extended to eligible collateral pool

“Marketable” collateral without such guarantees or external
ratings can be made privately eligible through the use of
approved in-house ratings.

Within the Eurosystem, the same collateral is eligible across all
operations: main and long-term refinancing operations and the
marginal lending facility (discount window) alike.

APCF
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Eurosystem Cross-Border Arrangements

1. SWAP agreements with the FED, SNB 3. DTCC-Euroclear Global Collateral’s

2. Emergency liquidity arrangements of | Inventory Management System (IMS)
DNB with HKMA and MAS 4. Eurosystem Collateral Management
system (ECMS) that will be effective in

2022

Mobilize cross-border collateral and provide control and flexibility to utilize assets

APCF
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Asian Collateral Framework: Narrowly Defined
Financial Stability, Less Robust Market Dynamics

 We lack properly defined collateral framework in the region

* We have not realized our core asset’s importance as catalysts
for market dynamics

* Recognizing its role as core trusts for cross-border transactions
via pledgeability, government bonds market needs to be
further activated to promote capital market development

* |tis essential to understand the structure, functionality, role,

reach, and implications of collateral frameworks to build the
momentum for ABMI.

APCF
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Korean Repo Market

Monthly Trading Volumes of Bonds by Type

Unit: billion won

 Bonds are mainly traded in

Government 63,475 138,032 105,159 270,106 284,988

bonds* the OTC Ma4d rkEt.

Municipal 486 580 720 1,130 1,185
bonds**

— No standardized terms and
conditions for varying bond types

Special 11,494 5,850 10,826 19,043 31,042 23,341
bonds***

MSBs 64,364 75,745 74,495 116,944 123,039 101,023 96,647

Financial 26,340 26,516 38,557 52,821 42,801 48,188 52,961
bonds****

Corporate 8,256 5,660 4,838 11,651 15,791 13,178 11,323

bonds 56% of the bonds traded in the

Exchange-traded 4,115 24,482 30,329 46,999 108,581 112,035 198,287

Total 177,048 276,865 264,384 518,694 607,427 547,446 619,461 OTC m a r ket a re gove r n m e nt b O n d S

*: KTBs, National Housing Bonds (Type 1,2,3), Grain bonds, Foreign Exchange Stabilization Bonds, Indemnity
bonds
**: Municipal Development Bonds, Urban Railroad Bonds, etc.
***: Bonds of public corporations, Deposit Insurance Fund bonds, Korea Electric Power Corporation bonds, etc
**x*: Industrial finance bonds, small and medium enterprise financing bonds, bank debentures, corporate
bonds

of specialized credit finance business companies, etc
Sources: Korea Exchange (KRX), Korea Financial Investment Association (KFIA)

APCF
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Institutional Repo Transactions in Korea

Daily Outstanding Balance Shares in Institutional Repos by Collateral

Unit: billion won, %

Securities 22,693 32,418 |
companies [58.5] [64.9]

Domestic banks

Asset
management

companies
Repo
[CATEGORY

NAME]
[VALUE]

Securities trusts

Securities
finance
company

[CATEGORY
NAME]
[VALUE]

1,490
[13.6]

4,039 10,966 23,394 29,523 38,769

Notes:
*: Foreign bank branches, insurance companies, merchant banks, non-residents
Sources: Korea Exchange (KRX), Korea Financial Investment Association (KFIA)

Source: Korea Securities Depository

APCF
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Repo Transactions in Japan

Amount Outstanding in the Call Market and the Ratio of Collateralized Transactions

1 Collateralized call transactions

1 Uncollateralized call transactions

. B at10 of collateralized call transactions

(right-hand scale)

2008 2009 2010 2011 2012 2013 20142015 2016 2017

Source: "Trends in the Money Market in Japan”, Bank of Japan

APCF
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Collateral Use in Repo Markets in China

INTERBANK BONDS OUTSTANDING BY IS5UER

Asset backed —
seCUrities - 19

Govt agency - 3%
Private placements

Commercial —.,
paper

i\
.
Y
Medium- —
term note
._

— Ministry of
Finance &
the People's
Bank of China

Enterprise
bonds

§-- Local govt - 3%
Certificate
of deposit - 2%
Financial bonds

Source: Chinabond; as of May 31, 2015. *Interbank collateral pool is based

INTERBANK COLLATERAL POOL BY ISSUER*

Medium-term note Govt agency
Enterprise —, :
bonds % 2%

- 2%

- Ministry of
Finance &
the People's
Bank of China

Financial -

bonds — Certificate

of deposit - 1%

on 2014 trading volumes.

Collateral is dominated by higher-rated government, policy bank, and state-owned enterprise bonds.

APCF
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Indonesia

Size and Composition of the Local Currency Bond Market

Outstanding Amount {blllion) Growth Rate (%4}

Q3 2017 022018 Q3 2018 Q3 2017 Q3 2018
IDR IDR uso IDR q-0-q y-0-y q-0-q Y-0-Y
Total 2,426,060 2,611,428 2,764,341 4.1 12.7 5.9 13.9
Government 2,066,296 2,208,882 2 345 354 34 107 6.2 1258
Central Govt. Bonds 2,046,933 2,196,915 2306641 49 17.0 5.0 127
of which: Sukuk 329,039 354 277 25 378,115 10.6 37.2 6.7 14.9
Central Bank Bills 19,363 1,967 0.8 38,713 (58.2) (83.4) 223.5 99.9
of which: Sukuk 12,626 : 1,967 0.8 10,642 34.0 337 (11.1) {15.7)
Corporate 359,763 402,546 28 418,987 28 8.2 255 4.1 16.5
of which: Sukuk 13,958 14,692 1 16,982 1 4.3 289 15.6 217

() = negative, IDR = Indonesian rupiah, LCY = local currency, g-o-q = quarter-on-quarter, 32 = second quarter, O3 = third quarter, U5D = United States doellar, y-o-y = year-on-year.
Motes:

1. Caleulated using data from national sources.

2. Bloomberg LP end-of-period LCY-USD rates are used.

3. Growth rates ara calculated from an LCY base and do not include currency effects.

4. The total stock of nentradable bonds as of end-September stood at IDR230.5 trillicn.

Sources: Bank Indonesia; Directorate General of Budget Financing and Risk Management, Ministry of Finance; Indonesia Stock Exchange; and Bloomberg LP.

* Impediments or Restrictions:
- Limited Opportunities to utilize bond holdings and the repo market
- Insurance companies and pension funds are prohibited from engaging in repo transactions

APCF
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Development of the Malaysian Repo Market

Despite the Malaysian bond market is the 3™ largest in Asia, its

BNM'’s initiatives

repo market for bonds is practically non-existent.

e BNM'’s new initiatives for enhancing repo market (as of may 2019)

e |ncrease the availability of off-the-run bonds to be borrowed via the repo
e Collaborate with regulators to enhance the delivery mechanism for

Malaysia Government Securities (MGS) futures settlements
e Simplify foreign exchange transaction and documentation process

e Facilitate the market-making capacity of Appointed Overseas Offices to
ensure sufficient access to ringgit prices




Outstanding Value of Thai Bond Market

Qutstanding value of Thai Bond Market (THB Trillion)

THE Trillion (7 of iolal)
14

Foreign Bond

. State Owned Enterprise Bond
Corporate Bond
Bank of Thailand Bond

" Government Bond

(4.48%)

Source: Thai Bond Market Association




Current Market Dynamics in Select ASEAN + 3 Economies

Sale & purchase (Classic or buy and sell backs), OTC vs. Foreign participation
borrow & lend, and pledge Exchange permitted

China Pledged repo (turnover approximately 96.6%); OTC (mainly),
Classic repo (turnover approximately 3.4%) Exchange

Hong Kong Classic repo; OTC (mainly),
Borrow and lend also exists Exchange

Japan Borrow & lend (mainly), OTC
Classic repo (Gensaki market)

Korea Classic repo OTC (mainly),
Exchange

Indonesia Buy/Sell-back (mainly) & Classic repo OTC
Malaysia Classic & Buy/Sell-back OTC
Philippines Classic repo OTC

Thailand Classic repo (mainly); OTC
Sell/buy back structure exists but is not widely used

Vietnam Classic repo Exchange

Source: ASIFMA-ICMA Guide on Repo in Asia (Aug 2015)
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Thai Bond Market Classified by Types

Unit:THB Min

| Type | 2016 | 2017 | Growth(%)

Government Bond 4,024,927

Treasury Bills 55,732
State Owned Enterprise Bond 765,420

Bank of Thailand Bond 3,136,029
Long term Corporate Bond 2,671,617
Commercial Paper 332,024
Foreign Bond 79,845

4,298,872t  6.81%
133,232 ff  139.06%
869,549 ft  13.60%
3,041,769 ¢  -3.01%
2,743,095 @  2.68%
380,659 %  14.65%
94177 %  17.95%

Source: Thai Bond Market Association

Treasury bills outstanding in 2017 jumped to 139.06% from 2016, due to larger issuance to

finance mid-year additional budget deficit.

The outstanding of other types of bond slightly increased, except for the BOT bond which

decreased by 3.01%.
The total bond outstanding grew by 4.48% in 2017.

APCF
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Asian Cross-border Collateral Arrangement

 MAS also established cross-border collateral arrangements in its own
independent view about collateral.

* BOJ began to accept in 2009 US, UK, German, and French government
securities denominated in their respective currencies.

Central | Bilateral CBCA Counterparties
Bank

Malaysia, Thailand, England, France, Germany, Netherlands, US,
Japan

Philippines, Indonesia, Singapore, Thailand

APCF
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Eurosystem

Singapore

Aspects of Collateral Framework:
Some Bilateral Arrangements

Uniform or
differentiated

Uniform

Uniform

Differentiated

Differentiated

Narrow or wide
(issuer type)

Narrow for OMOs
Wider for SF

Narrow (narrower for
OMOs than for SF)

Earmarked or pooled Counterparties

Mostly pooled Wide
1749 OMO, 1979 MLF,
2455 DF

Wide but varies with facility
51 repo, 271 pooled

Earmarked for OMOs Narrow for OMOs
Pooled for SF Wider for SF

Earmarked Primary Dealers only for
OMOs
All RTGS participants for SF

As of end-July 2012

APCF
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- CBCS vs. Cross-border Repo: CBs Replacing the
Role of Commercial Banks in the Capital Market?

* Central banks currency swaps (CBCS) are contractual setups
that deal with commercial banks’ foreign liquidity risk

* CBCS are US measures to shield it from external financial
instability, but they are contractual arrangements

* CBCS are more fragile and reversible than their institutional
counterparts.

 ASEAN+3 need to secure market foundations for liquidity
needs and financial stability

APCF
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- Central Bank Swap Arrangements vs.
Cross-border Collateral Transactions

* |n practice, central bank swap arrangements have become
permanent liquidity facilities around the world, adding to
overbanking and currency mismatches

e (Swaps and moral hazard) Banks expect CBs to provide them
with FX under stress / Lenders to foreign banks expect
repayment with funds borrowed from the central bank.

* Private participants need to overcome currency mismatches
via market operations, e.g. repo collateral transactions

APCF
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S Multilateral Currency Swap + Collateral Pool
= New Bond Market Momentum

 ASEAN opens door to China, Thailand and Indonesia push for
alternative to greenback

 We need to uphold the rules-based multilateral trading system and
open regionalism

* Since Chiang Mai’s backstop is secured, normal operations need to
utilize cross-border collateral transactions.

* Foreign Aid: It is important that countries receiving support be able
to choose the currency they want, non-US dollar support

* Cross-border collateral arrangement by central banks can boost
market-based support in addition to emergency swap
arrangements

APCF
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Regulatory Jungle: Internal Constraints against
Cross-border Securities Transactions in Korea

* Types of cross-border securities transactions by KSD (korea securities bepository)

* Primary market
- Securities issuance of domestic companies in foreign market
- Securities issuance of foreign companies in domestic market

* Secondary market
- Residents' foreign securities investment
- Non-residents' domestic securities investment

APCF
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Fiduciary transfer of Repo
title for security (sale and
purposes repurchase
agreement)

Transfer of title Limited
External =Y
Internal — N

Types of Securities Collateralization

Lending for
consumption

Security provider's right to get back
the collateral

Exception concerning withholding
from bonds which are subject to
withholding tax of foreign
corporations

Prohibition of a foreigner or a foreign
corporation from trading listed
securities outside the securities

exchange

Source: Jon, Woo Jung, “Limitations of Current Korean Law on Collateralization of Securities and Suggested Ways to Facilitate the Collateralization”

APCF
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~ Limitations to Using
Fiduciary Transfer of Title in Korea

* Fiduciary transfer of title is constrained by several financial regulations;

(i) the secured creditor is required to pay the income tax in proportion to the holding period of
bonds.

(ii) a foreigner or a foreign corporation (foreign entity) is prohibited from trading listed securities
outside the securities exchange market.

* Like repo and lending for consumption, exceptions from those financial
regulations should be applied to fiduciary transfer of title.

APCF
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Fiduciary Transfer of Title for Security Purposes

* In theory, rehypothecation of collateral can be made by;
(i) fiduciary transfer of title for security purposes
(ii) repo (sale and repurchase agreement)
(iii) lending for consumption under current Korean law.

* Why fiduciary transfer of title should be used as a solution to facilitate
cross-border collateral transactions?

— In the case of repo and lending for consumption, the ownership of collateral is transferred to
the purchaser or the borrower so that they may rehypothecate collateral.

— In case the borrower goes bankrupt, the lender might not be able to retrieve his or her assets
from the bankrupt borrower as the lender lacks ownership.

— However, in the case of fiduciary transfer of title, a secured creditor may rehypothecate
collateral.

APCF
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Disclosure Practices and

Credit Assessment Approaches

Haircuts / initial
margin (baseline)

General criteria for
eligibility

Eurosystem Published Published

Published Published

Published Published

Published for SGD assets; not for foreign currency assets
under cross-border collateral arrangements
(but available to counterparties upon request)

Singapore

Individual securities’ actual
eligibility and effective haircuts
or initial margins

Individual eligible securities are
published

Not published

Not Applicable (no discretionary
selection of securities)

Details on individual securities are not
published, but are available to
counterparties upon request

Credit assessment

Both internal and external
accepted, subject to common
framework (ECAF)

Internal

Internal

Internal

APCF
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Central Bank
Collateral Policy:

Core of the

Monetary and
Financial System

Asian Collateral Eurosystem Collateral
Framework Framework (ESCF)

Heavily segmented Too accommodative
(pro-cyclical rating, haircut)

Narrowly defined and Without proper link with
tightly managed overall market trends and
dynamics

Central Bank Collateral Policy influences capital markets,
financial systems, and the economy.

Central bank money is issued against collateral on terms
defined by the central bank’s collateral framework.

APCF
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Global Central Banks are Hurting Financial
Stability by Sticking to QE

Too lax collateral framework while Asia remains in the dark

QE objective for survival? Collateral use of bonds are suppressed
in Asia.

What needs to be done: Bond’s use as collateral needs to be
emphasized over its use as funding vehicle for fiat money

ECB QE is taking advantage of Euro’s dominant collateral position
while eventually hurting the global financial stability

APCF
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Too Little for Asia, Too Much for Euro

More assets are Fewer free
pledged to (unencumbered)
creditors asset

A vicious circle for
the interbank market

~ -
Weaker liquidity

position /
downgrading

Increasing cost
of borrowing

APCF
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Collateral Framework of
Eurosystem, FED and Asia

* Asia needs lots of preparation and investment to provide grounds f
or market development

* Region-wide collateral recognition by central banks as well as
market infrastructures for the region are required

* APCF is dedicated to raise consciousness among member countries
on the importance of collateral use of eligible assets to improve
financial stability and market development

APCF
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Practical Considerations:
Pooling Eligible Collaterals

* Banks can pledge eligible collateral in a collateral pool
instead of enlisting multiple accounts for each CSDs.

Efficient as : . . Resolves mobility
settlement time Dlve::s;n:f;;llglble issues domestically
decreases and internationally

APCF
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Potential Benefits and Challenges of Pooling

Benefits

Streamlining service coverage through
integration between global collateral
management, settlement, and asset
servicing.

Simplified administration and .
operational processing of securities.

Improved efficient use of assets as .
collateral rather than remaining
trapped in a particular jurisdiction.

Challenges

Development of common requirements
for eligible collateral

— Custody Segregation Requirements,
Settlement Discipline

Development of interoperability
between different collateral pools

Complex legal contracts

— Infrastructures, Custodians

APCF

Ads Wovs Cxlitaorsd Parian



Tendency to Pledge Less Liquid Collateral:
Asymmetric Collateral Practices

* Central banks can influence the relative cost of using liquid vs less
liquid eligible assets through their choice of valuation method,
haircuts/initial margins and pricing of lending facilities.

— Uniform frameworks: haircuts or margins affect this relative cost

— Differentiated frameworks: an additional layer of cost can be imposed by making the
facilities that accept less liquid collateral more expensive

* Financial sector regulations may also affect counterparties’ incentive
to use less liquid collateral.

* Overall impact of regulatory changes on central bank counterparties’
incentives to use different types of collateral will change over time

APCF
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Effects of Foreign Collateral on CB Cum Supervisor

Type of Foreign currency collateral Collateral issued abroad Collateral located abroad
collateral

Monetary
policy

Payment
systems

Financial
Stability

Prudential
supervision

Effectiveness/
efficiency of
internal org

Positive, as financial institutions
can take more part in monetary
operations.

Positive as lower costs allow of
pledging more collateral at CB so
that potentially more intraday
credit can be obtained.

Positive as lower costs allow of
pledging more collateral at CB to
absorb shock

Limited effect on account of
exchange rate risk

Limited negative effect on
account of exchange rate risk

Positive, as financial institutions
can take more part in monetary
operations.

Positive as lower costs allow of
pledging more collateral at CB so
that potentially more intraday
credit can be obtained.

Positive as lower costs allow of
pledging more collateral at CB to
absorb shock

Negative effect because
institution may opt for more risk-
bearing financial assets

Negative effect on account of legal

complications and costs

Source: Cross-Border Collateral and its Impact on Bank Supervision (DNB, Jeannette Capel)

Positive insofar as liquidity need can be
planned in advance, arrangement may be too
slow for e.g. overnight facility

Positive, but less suitable for solving acute
payment problems

Ambiguous, depending on nature of shock
and degree of economizing on collateral
worldwide. Emergency collateral, generally
positive effect

Potential negative effect if institutions
economize on global quantity of liquidity and
if supervisors engage in ring-fencing

Operational risks which may be considerable
due to time zone differences, etc
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Cross-border
Use of

Collateral in
RTGS

Banks often rely on collateralized intraday liquidity from the
central bank in order to be able to effect payments in a real-time
gross settlement (RTGS) system.

If a bank is holding insufficient eligible collateral in a particular
country, it may have to delay payments, increasing a liquidity risk
to the system.

The problem is much more serious for global banks as they face a
mismatch between the location of its collateral holdings and
liquidity needs.

The liquidity risk arising from such a mismatch may be mitigated
by allowing cross-border use of collateral.

Going forward, regional collateral framework needs to be linked
with the global network to provide robust risk management
capabilities.

APCF
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Multilateralization

Central Banks in the region need to acknowledge its member
countries’ government debts

Comprehensive Eligibility criteria need to be worked out

Inclusive collateral pool can be lead to financial stability (lower
funding costs, overcome polarization, better profit)

Some market-driven haircut practices are called for
Liquidity pull-pull back events can be dealt with

Outside money vs. Inside money: Heavy reliance on outside money
is a sign of frictions in financial markets (commercial banks drive the
A E)

APCF
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- Prerequisites for Boosting
Cross-border Collateral Transactions

* Changes in the policy framework with shifts in the mindset of
policymakers

* Openness and collaborative discussions among diverse members

 Harmonization of regulatory interpretation of collateral in a broader
context

 The most up-to-date clearing and settlement facilities with different
time zones and poor initial conditions

* Governance changes and institution-building for the long-term efforts
e Technical assistance from international organizations

APCF
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Why Central
Banks in the
Region Should
Collaborate for
a New Collateral
Framework

Current collateral framework is out of touch,
fragmented, and idiosyncratic.

Cannot use eligible collateral for cross-border
transactions, and market integration cannot go
beyond basic market functioning

— FX Funding, Reserve Accumulation, and Bond

Issuance

Such dichotomous system needs to evolve into
an integrated market environment for better
risk management and smoother funding
exercise for business in the region.

APCF
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CB Collateral Framework is the Cornerstoné for
Activating the Asian Collateral Market

Central banks’ collateral policies have evolved through time in response to changing

operational needs and financial market developments.

- Increased acceptance of more asset types, cross-border collateral, increased granularity of haircut/initial margin schedules.
- Global coalition for cross-border collateral utilization is required to prepare for the future
- Fiat trust can only be maintained by enhancing the cross-border pledgeability of core assets.

Asia has shown little progress: Central banks need to collaborate on fostering
multilateral collateral arrangement, e.g., eligibility criteria.

RSIs (Regional Settlement Infrastructures) are necessary to improve cross-border
collateral fluidity, open architecture.

\ If the value of collateralization of securities is neglected, it is hard to expect
resilience in the capital market.
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Rationale for Enhancing Collateral Eligibility

* Even with increasing importance of collateral for risk management
and steady funding, CBs have polarized, jurisdictional framework
that interfere with cross-border market activities on collateral

 We need to secure capital market in the region to support growing
importance of Asian economies in the world.

Integrate markets in the region via
Coherent CB Collateral Framework

APCF
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Global Collateral
Alliance
DTCC-Euroclear-
Asiaclear

Boosting collateral fluidity worldwide is
key to save the global financial system

We need to link Asia with the ROW

Broad recognition of collateral on a
regional basis is badly needed

|dentification of collateral pool and
necessary infrastructure are crucial to
jumpstart the sagging global economy

Legacy institutions need to gather for
collaborative solutions

APCF
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1. CBs in the region prepare eligibility criteria for
collateral pool

2. Market participants begin to use eligible
collateral pool for cross-border repo and
securities lending, etc

3. Capital market infrastructures for clearing and
settlement is promoted with the help of
Euroclear, Clearstream, etc.

4. Significantly more assets will be utilized for
cross-border transactions and market
development for financial stability

5. Balanced global financial system that does not
generate massive capital flow volatility




Action Plan 1

Objective Activities to be implemented

e (CBs need to collaborate on eligibility criteria
and build collateral pool for cross-border

transactions
1. Collaboration among central Explore in-depth joint projects, harmonizing

banks to develop cross-border supervisory regulations and guidelines to

overcome existing barriers toward building the

eligible collateral pool .
Asian collateral system

Actively organize roundtable discussions via
APCF to attract all potential stakeholders in the
joint efforts

APCF
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Action Plan 2

Objective Activities to be implemented

e Provide multi-level professional training on the

collateral management, pro-active regulations

2. Boost collaboration
for repo markets, etc.

on joint projects for capital Explore feasibility of on-site capacity- building
market infrastructures via TA: program in collaboration with existing facilities

d | e llat | under ABMI.
ASUS] UL LRASECI LSS T Strengthen personnel exchanges: Enhance the
ecosystem capacity through personnel exchanges, mutual

visits, and exchange of scholars.

APCF
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Action Plan 3

Objective Activities to be implemented

e Activate knowledge-sharing on member state’s
current collateral system using ABO platform.

3. Enhance capacity-building Establish executive training courses on

and professional training collateral via forming an alliance of training
APCF b centers around the region (e.g, Korea Banking
among MEMBEF Institute, Swiss Banking Institute)

countries Host the joint seminar, policy dialogues or

webinar with other institutions on a regular
basis (MOU between APCF and IMF, ASIFMA,
BIS, EMEAP, SEACEN, etc)

APCF

Adka Wove Cxlitorsd Parian



Securing International Cooperation on Building the
Asian Collateral Ecosystem

*

ABMI
APCF

SEACEN

(The South East
Asian Central

EMEAP

(Executives'
Meeting of
East Asia Pacific
Central Banks)




International

Central e

Banks Organization:
Regulation

Market
Participants

Core Support for the Global Financial System

Three Pillars for the Asian Collateral Framework under the ABMI



* Unlike CBs in other regions, Asia’s CB collateral framework remains
outdated, fragmented, and has been suppressing collateral utilization for
market based funding and better risk management

* Multilateralization of bilateral collateral arrangements needs to be
undertaken by central banks in the region:

1. Formulating collateral eligibility criteria

2. Allowing an eligible collateral pool for cross-border transactions

3. Establishing necessary market infrastructures for clearing and settlement of
cross-border securities transactions.

* By jumpstarting the basic building blocks of the financial system, ABMI
can gain market momentum and its benefit can be fairly shared among
member countries

Wrapping up,

APCF
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. CBCR in Asean+3

« Cross Repo : Cross Currency Repo* denominated in different currencies
and among residents and non-residents

« CBCR has the cash leg and collateral leg denominated in diffent currencies
- Cash: Principal, interest rate, exchange rates
- Collateral: maturity, value, hair-cut(discount rate)of securities

pledged, type of securities



*Cross Currency Repo : a Repo transaction** in one currency against eligible
securities where the eligible securities and cash involved are denominated in
different currencies

**(traditional) Repo: money market instrument where one party sells high-
quality, liquid fixed income securities(gov't bonds) to another, while
committing itself to repurchase them at a pre-specified price at some
future date

" ]
( I I Korea Insurance
Research Institute
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II. How to Establish a Common CBCR in Asean+3?

« Create “Asean+3" repo market platform(CBCR)
- 1) Specifics of CBCR market
- 2) Collateral
- 3) Trading and settlement system
 Specifics of CBCR market:
- GC(General Collateral) vs Special Collateral

- Triparty vs Central counterparty cleared

- Currency Basket:



II. How to Establish a Common CBCR in Asean+3?

 Collateral
- Collateral Assets(CA)
- High Quality liquid Assets(HQA)
- High Liquid Assets(HLA)

« Trading & settlement system : ATS(Automatic Repo Trading System)



I11. Discussion

 Discussion 1: GC market triparty vs central counterparty cleared
- Funding rather than acquiring specific securities
- Currency basket={USD, Euro, Pound, Asean+3 currencies,...}
« Discussion 2: Collateral: eligibility criteria(type, maturity, valuation, hair cut)
- Apply the same standard each central bank use its monetary operations
- Type: government bond
- Maturity: the most liquid :the remaining maturity less than 5 yrs)
- Valuation: determined according to the fx markett

- No hair cut for the standard collateral basket



I11. Discussion

 Discussion 3: trading and settlement system
- Electronic trading platform with a direct link to 1)the CSD(central securities
deposit) with the collateral and 2)
to the RTGS(real time gross settlement system) for transactions
3) settled via a correspondent bank with foreign currency leg
- No differential treatment between non-residents and residents with respect
to CSD and RTGS access
 Discussion 4: reuse of collateral across currency
— Expand the use of collateraltransactions could reduce costs and

iImprove market access for market participants.
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lll. Discussion on regulations on convertibility

« Exempt for CBCR Repo market
- Regulations on FX control law or foreign investor screening on borrowing
and lending among nonresidents and residents he
- Each can justify the operation of FX control law for a variety of reasons
- But need to exempt the application of those regulations on CBCR

transactions

||||||||
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