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JSCC Overview

® J]SCC offers clearing functionality for a wide variety of transactions in Japanese domestic

financial and commodity markets.
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® Operating revenues are expanding moderately, mainly from improved market conditions and
increase in OTC derivatives clearing volume.

® Majority of the revenues are from exchange-traded transactions (equities and listed derivatives),
but revenue from off-exchange transactions (OTC derivatives and OTC JGBs) has increased in
recent years.

® JSCC's operating revenue (i.e., clearing-related revenue) accounts for approx. 20% of JPX's
overall operating revenue.

operating revenues
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(Reference) Cash Equities Clearing Value -
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® The clearing value has been steadily increasing over the past few years, with a particularly
remarkable increase since the middle of last year

Average Daily Clearing Value (Exchange and PTS transactions, etc., one-way)
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(Reference) Value of Deposited Collateral -
I L

® The value of collaterals deposited with JSCC has steadily increased with an expansion
of the scope of clearing coverage and the clearing volume increase.

® (JSCC is currently studying how we can use deposited collaterals effectively to be
ready for possible future rise in the level of short-term interest rates.)

(Trillion JPY)
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Competitive and Regulatory Environment -

® Competitive environment differs depending on cleared market.

Market Competitive Environment

Listed Cash Equities
(Stock / ETF)

JSCC clears all trades on Japanese domestic exchanges and PTS

Listed Derivatives

(Finenesl f Commeeli) Exchanges/Clearinghouses compete globally (CME/SGX)

OTC Derivatives

(IRS / CDS) Intense global competition among clearinghouses (LCH)

OTC JGB JSCC clears most of the trades between domestic financial institutions

® Regulatory environment: JSCC offers clearing functionality globally under supervision
of the domestic and international/overseas regulators.

Type of regulation Detail

PFMI (Principles for Financial Market Infrastructures)
- International standards requiring higher standards for various items, such as risk
Global Regulation management, with the aim to increase the robustness of FMIs
- Compliance with the Principles is the minimum requirement for clearing transactions for
global financial institutions.

Domestic regulations Obtained licenses/permits under the FIEA and CDA

Obtained CCP licenses from foreign authorities for cross-border trade clearing
(especially OTC derivatives) involving overseas financial institutions

Foreign regulations
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Business Environment

® The business environment surrounding JSCC is ceaselessly changing, including JPY interest
rate trend and progress in the use of distributed ledger technology (DLT).

® Today’s presentation focuses on three topics: (1) changes in JPY interest rate environment,
(2) progress in the use of advanced IT, and (3) the introduction of VaR margin framework

for listed derivatives.

(2) Progress in utilization of
advanced IT

(1) Changes in Interest
Rate Environment
To "A World with Interest
Rates”
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(3) Streamlining of margin
calculation
Introduction of VaR margin
framework

Start of New NISA

Downsizing of
investment units

Elimination of stock
commissions

The emergence of power
hedging needs




Changes in Interest Rate Environment
ﬂmr Expansion of Clearing of JPY Interest Rate-related Products

® Increased expectations of monetary policy revisions have attracted domestic and international
attention, leading to active trading and clearing of JPY interest rate-related products

® Leveraging our strength as a one-stop provider of clearing services for JPY interest rate-related
products, we will promote the following measures to revitalize the market

1. Cross-product sales activities of JPY interest rate-related products in cooperation with OSE
2. Maximize margin efficiency among JPY interest rate products (expand the scope of cross margin

coverage to include 3-month TONA futures)

1. Cross-product sales activities of JPY interest rate-related products
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Progress in Use of Advanced IT
- DLT Utilization in Delivery/Settlement of Commodity Futures
| |

® J]SCC pursues the use of new technologies in existing operations, such as settlement by
delivery, from the perspective of improving operational efficiency.

® In January 2023, tokenization of delivery order for rubber futures’ settlement by delivery
was realized, which is the first case of practical implementation of DLT.

® Digitalized settlement by delivery with warehouse receipts in precious metal futures trading is also
under consideration.

»  Since warehouse receipts are categorized as securities, unlike delivery orders, the legal system needs to be
revised to allow for their digitalization.

® While keeping a close eye on the discussions on the revision of the legal system, we are
preparing for the realization of digitalized delivery/settlement of precious metal futures.

Delivery and settlement of rubber futures (image)
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Introduction of VaR Margin Framework for Listed Derivatives -

® In November 2023, the margin calculation method for listed derivatives transactions was shifted
from SPAN® to VaR.

(3¢) EUREX (Europe) and OCC (US) have already transitioned, and ICE (US) and CME are in the
process of the phase-in transition.

> Use of numerous historical data to prevent rapid margin spikes and increase
transparency

» Advanced risk management through portfolio-by-portfolio risk measurement (e.g.,
margin optimization)

(Reference) Examples of changes in margin levels and characteristics due to introduction of VaR method

# Item New method Margin level changes/trends
1 When one futures Calculate margins separately for Margin increased for Nikkei 225 Futures from
contract is held alone. short and long SPAN®, Decreased for 10Y JGB Futures (Short)
Margin decreased for index futures and OPs in the
> Margin by Contract Refined calculation by contract forward contract months,
Month month Margin increased for 3-month TONA futures in the
forward contract months
Marain for combined Marked decrease in margins for the combination of
3 posi%ions Refining risk offsets Nikkei 225 Futures and TSE Growth Market 250
Futures

Margin for TSE REIT Index Futures and Nikkei VI
New risk offsetting combinations Futures decreased markedly when combined with
Nikkei 225 Futures
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Disclaimer -
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- This English version is not an official translation of the original Japanese materials. In cases
where any differences occur between the English version and the original Japanese version, the
Japanese version shall prevail. Japan Exchange Group, Inc. (“JPX") and its subsidiaries, including
Japan Securities Clearing Corporation, accept no responsibility or liability for damage or loss
caused by any error, inaccuracy or misunderstanding with regard to this translation. This
translation may be used for reference purposes only. JPX and its subsidiaries maintain the right
to claim compensation for any damage or loss it may suffer from the violation of these conditions.

- This document is prepared solely for the purpose of providing information regarding JPX and its
subsidiaries, and as such, it is not intended as an offer or sale of securities or other similar action
whether inside or outside Japan. Our securities have not been and will not be registered under
the United States Securities Act of 1933, as amended, and may not be offered or sold in the
United States absent registration or an applicable exemption from registration requirements.

- This document contains forward-looking statements. These statements are based on our
assumptions and beliefs in light of the information currently available to us and are subject to
risks and uncertainties. These statements, including those on our business strategies, also reflect
our current views or expectations, and thus they consider certain risks and uncertainties. Should
one or more of these risks or uncertainties materialize, or should the underlying assumptions
prove incorrect, actual results may vary materially from those we currently anticipate. As such,
you are cautioned not to place undue reliance on forward-looking statements, which speak only
as of the date of these materials. We disclaim any obligation to update the forward-looking
statements contained in this material to reflect future events or developments.

© 2024 Japan Exchange Group, Inc., and/or its affiliates




