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China Inter-Bank Bond Market




A Large and Growing Market (O oLtk in otk
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Foreign Capital Flow into
China Inter-Bank Bond Market (CIBM)

I Bond holdings of overseas investors in CIBM

2010

® PBC approved first foreign investor enter
CiBM

® Overseas RMB Clearing Banks are allowed to
invest in CIBM

2010-2015

® Foreign investors enter CIBM on the case-by-
case approval of PBC

2016
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® Fully accessible by
foreign investors
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2019-2020
® Bloomberg-Barclays
Index inclusion.
2018 ® JP Morgan included
® Foreign investors Chinese bonds in
are exempted from  benchmark indices.
VAT& Income taxes.
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CCDC Overview O rrasrrntingess

o Issuance,
Pricing and

_ registration and 100%
valuation depository of bond 291OOO+

Total accounts of investors
All CGB/LGB/PBB are
deposited in CCDC
Transaction
COIIateraI Settlement
management v& A

© 78.8 Trillion+ { e

Total RMB bond deposit volume in
ccDC CcchC Accounting for 88% volume
Cross-border B STP principal and of the CIBM

connection interest payment

Direct system Information 3 . 16 Trl I I I O N + 95%

connection disclosure RMB bond held by overseas investors
in CCDC Accounting for 95% of total
overseas investors’ holding in

CIBM (NCD not included)
Data source: CCDC




CCDC’s PFMI Report (O oLtk in otk

CCDC PFMI Information Disclosure and
© 12esrzstinsns Self-Assessment

This report is based on the CPSS-IOSCO Principles for Financial Market

Infrastructures, and adopts approaches recommended in the corresponding

China Central Depository & Clearing Co., Ltd. .
postory ? PFMI: Disclosure Framework and Assessment Methodology to complete self

INFRASTRUCTURES DISCLOSURE &

PRINCIPLES FOR FINANCIAL MARKET assessment and information disclosure
SELF-ASSESSMENT

Ratings summary
December 2020

Assessment category Principles

2,3,4,5 7, 8,9 11,12,13, 15, 16, 17, 18, 19

Observed 20, 21, 22, 23

Broadly observed 1

* The English version is for reference only. PEI’U"_.I' observed

Mot observed

Mot applicable 6, 10, 14, 24

https://www.chinabond.com.cn/cb/englyjfx/zzfx/nb/20200409/154062995.shtml
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CCDC'’s Collateral Management Service




The CCDC'’s Collateral Management

RMB Trillion
25

IThe largest bond collateral
management institution
across the globe.

O o

16 Trillion 9000 + Clients
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The CCDC'’s Collateral Management
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Bond Market
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Payment

Fiscal Policy System

FX Policy

Collateral Management

Derivatives Precious Cross-border
Market Metals Market Service




The CCDC'’s Collateral Management

Auto-select

Adjustment

De-Pledge
Collateral Management

Default Mark to Market

CCDC Collateral Management Service Center

9,

Comprehensive
Risk Control
Mechanism

Automated
Management
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Flexible
Parameter
Settings

Data Management
Service
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Innovative Mechanism of Collateral Management




Application of RMB Bonds in Cross-Border Business (O oLtk in otk
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Cross-border collateral services
support offshore financing

Continue to provide efficient, safe and professional collateral management
services for financial institutions' cross-border financing.
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“Free Trade Zone (FTZ) foreign currency financing
@ collateral management business" was selected as

Pledgor's "China (Shanghai) Pilot FTZ Financial Innovation Case"

rseas Affiliate

Pledgee Cross-border Financing Ove

® * The first introduction of a collateral management mechanism in the FTZ.

For the first time, the collateral rapid default settlement service
Offshore was extended to the FTZ

Onshore Support financial leasing companies to participate in collateral
business for the first time

= Bond Pledge
Pledge Agent

Business volume
Support cross-border currency swaps of 17.02 billion RMB.

Support cross-border issuance of credit enhancement of 6.16 billion RMB.

Support cross-border financing guarantees of 31.72 billion RMB.
(Collateral Manager)
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Integration of collateral management and derivatives @ PRAGELBIH T £
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In the on-exchange derivatives market,
bonds have been fully applied as a margin mechanism.

In November 2019, CCDC signed a memorandum of cooperation with Shanghai Futures Exchange, Zhengzhou
Commodity Exchange, Dalian Commodity Exchange, China Financial Futures Exchange and Shanghai
International Energy Exchange to introduce bonds as a futures margin mechanism into the futures market.

( ) m 91 Participating Institutions
Lk ME2LH
&

SHANGHAI FUTURES EXCHANGE

ENERERTRPL
SHantHAl 4|n.-|4.=.|.ﬂ.=-||-'-. L0 r.: HAMEE

% The scale of collateral exceeds
ey e e N— .
X & ) on 32 53 P ( @ OINE N—/ 14 billion RMB.

CCDC :
Each year, it can reduce the costs for

FPEERIAR XS EF *B S SR X B PR the market by approximately 7.7 billion

China Financial Futures Exchange Zhengzhou Commodity Exchange R M B

Resource: CCDC
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Integration of collateral management and derivatives
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In the international market, the implementation of the mandatory margin
system for OTC derivatives has a broad impact on market participants.

Qualified Collateral

In June 2019, CCDC's proposal of "Both sides agree to promote
RMB bonds as qualified collateral generally accepted in the UK
market" was formally included in the results of the 10th China-
UK Economic Dialogue.

Policy Outcomes of the
10" UK-China Economic and Financial Dialogue

The UK's Chancellor of the Exchequer and Chmese Vice-Prenuer Hu Chunhua
concluded the 10% UK-Chmna Economic and Financial Dialogue on 17 June 2019,
in London. They welcomed the 65% anniversary of the exchanging of Chargés
d’Affaires and reiterated therr commitment to foster a global comprehensive
strategic partnershp for the 21% Cenmury. Both sides antach great importance to
the “Golden Era” of UK-Cluna relations. agree to deepen strategic econonuc
collaboration, boost bilateral trade and investment, and deepen financial links,
and are committed to work together towards the UN sustainable development
goals, actively promoting equality and diversity, and creating a prosperous
soctety for all. Both sides are ¢ d to supporting multilateralism. respect

1 law and fund | norms goverung wternational relations with

————————————————————— e Fuemasd Mosim—/HNA Reorhrish, R T

' and encourage innovation of RMB-denominated financial products. Both
'\ sides agree to promote RMB bonds as common qualified collateral accepted
. by the UK market. China welcomes more qualified Bnitish commercial banks

agree to enhance cooperation on capital market connection, financial market
mfrastructure and regulation and cross-border use of RMB. Both sides agree
to continue to promote the China-UK cross-border RMB business and support
the use of RMB as the settlement currency in bilateral trade and investment
Pl Botlr sides-commt-to support EK RMB dearnrg banks toexpand-bosmess. - - - —
| continue to promote development of the off-shore RMB market m London.
1 and encourage of RMB-d d financial products. Both
! sides agree to promote RMB bonds as common qualified collateral accepted
bo-- by e UK niarks Chind Welt shi§ riore Yilalified Britith e onthizal banks ™ ~ = ~
and market mfrastructure companies to jomn Cross-border Interbank Payment
System.
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CCDC-ISDA White Paper

In 2020, in close cooperation with ISDA, with the strong support of
ICBC and BOC, a joint white paper on the theme of using RMB
bonds as margin for OTC derivatives transactions is also officially

finalized.

I

Use of RMB-denominated
Chinese Government
Bonds as Margin for
Derivatives Transactions

(© ccpc | ISDA [




CHINA CENTRAL DEPOSITORY & CLEARING CO., LTD.

Default Disposal Service O trasrestingess

3 Transfer collateral to Bidder ——

Raised by Pledgee 1. Transfer 2. Transfer cash
Floor price announced by Collateral —> after auction
CCDC

Surplus cash or collateral will

be transferred back to Pledgor
J Client A - Pledgor ccbC Successful Bidder Client B - Pledgee

4. Transfer cash to Pledgee

Private sale / transfer — 3. Transfer collateral to Buyer
_.

» Raised by Pledgee
» Sale price shall not be less
than fair value, except from 1. Transfer ___ <«—2_ Transfer cash
CCDC Offerings Pledgor’s confirmation Collateral
of Collateral 3" party buyer can be Pledgee
as well

Enforcement CCDC

Surplus cash or collateral will Client A - Pledgor
be transferred back to Pledgor

Conversion into value
_.

» Raised by both parties

» Sale price shall be not less
than fair value, except from
Pledgor’s confirmation 2. CCDC transfer the Collateral
Surplus collateral will be de- from Pledgor to Pledgee

pledged Client A - Pledgor Client B - Pledgee

3d Party Buyer Client B - Pledgee

4. Transfer cash to Pledgee

1. Agree the Collateral value

CCDC Collateral Management Service Center
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The content, information and any materials provided by China Central Depository & Clearing Co., Ltd., (“CCDC”) and/or
its affiliated companies or subsidiaries in this document is provided on an “as is” basis and for informational purposes
only and does not constitute a recommendation, offer or invitation to engage in any investment or other financial activity.
CCDC disclaims all warranties, expressed or implied, as to the accuracy of any data provided, including, without
limitation, liability for quality, performance and fitness for a particular purpose arising out of the use of the data. CCDC
shall not have any liability, duty or obligation for or relating to the data contained herein, any errors, inaccuracies,
omissions or delays in the data, or for any actions taken in reliance thereon.

Any unauthorized use, including but not limited to copying, distributing, transmitting or otherwise of any data appearing
herein without written consent is not permitted and may violate the proprietary and intellectual property rights of CCDC
under applicable intellectual property laws and associated regulations and statutes.

Note: The data related to bonds in the slides are sourced from CCDC, which reflect relevant business of
overseas institutions that have opened an account with CCDC

All rights reserved. All copyrights subsisting and arising out of all materials, text, articles and information contained
herein are the property of China Central Depository & Clearing Co., Ltd., and may not be reproduced, redistributed,
amended, modified, adapted, transmitted in any way without the prior written permission of China Central Depository &
Clearing Co., Ltd.




