Points of attention for Blended Rates Compression

€ Basic Condition for Blended Rates Compression

»  Whether Blended Rate Compression is allowed or not is judged by the economic conditions set forth in Annex 22. Whether all
matching conditions are met or not can be checked by Coupon Blending Key (Static Part)/Coupon Blending Key (Dynamic Part) in
Cleared Position Report.

» JSCC’s system judges Compression to be allowed only when a combination of trades for which values in both Parts are fully
matched ™

JSCC Trade Netting . . Coupon Blending Key (Dynamic Pay Initial
Trade ID Flag Coupon Blending Key (Static Part) Part) Notional

A Cleared Y Ca8549¢eef7kav48ged 344ae3e11ckb36s6wb 1,000,000,000

JSCC Trade Netting . . Coupon Blending Key (Dynamic Rec Initial
Trade ID Flag Coupon Blending Key (Static Part) Part) Notional

B Cleared Y Ca8549eef7 kav48§e4 344ae3el11ckb36s6wb 2,000,000,000

» For example, in case of Blended Rates Compression for Start/End Stub trade with End short Stub trade, as future
cashflows after Blended Rates Compression Implementation Date (i.e., Netting Date) are equal, though whether past
Start short Stub exists or not is discrepant, Compression Key as of Netting Date is matched, which makes Compression
successful 2
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*1 Please note that Compression could be rejected even when both Static Part and Dynamic Part of Coupon Blending Key in Cleared Position Report are matched, for
certain exceptional cases.

*2 Please note that even when future cashflows for both trades look same (i.e., Dynamic Part is the same), if a part of economic conditions for system process, such as
Calculation Period Adjust Holiday is discrepant for subject trades (i.e., Static Part is discrepant), Compression will fail, as explained above.

Cases mentioned as above *1 or *2 are exhibited in the following pages.



Points of attention for Blended Rates Compression

€ Examples where Blended Rates Compression fails (Compression Keys are not matched)

i) When Rec. side and Pay side have different Fixing Holiday Center

» Not currently a public holiday, but if a holiday is added to the London calendar in the future Fixing Date will become
discrepant and therefore, Static Part will become discrepant.

JSCC Trade Netting Pay Fixing Holiday Coupon Blending Key (Static Coupon Blending Key (Dynamic
Trade ID Status Flag Center Part) Part)

A Cleared Y Ca8549eef7kav48ges 344ae3e11cCa8549%¢

JSCC Trade Netting Rec Fixing Holiday Coupon Blending Key (Static Coupon Blending Key (Dynamic
Trade ID Status Flag Center Part) Part)

B Cleared Y LON,TOK 344ae3e11ckb36s6whH 344ae3e11cCa8549¢
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€ Examples where Blended Rates Compression fails (Compression Keys are not matched)
ii) Compression fails, as items used as matching conditions for Fixed/Floating side level are discrepant, though virtual

economic conditions are same.

JSCC

Pay Payment Business Day

Coupon Blending Key . ,
Trade ID Convention Pay Roll Date (Static Part) Coupon Blending Key (Dynamic Part)
MOD_FOLLOW 344ae3e11cCa8549¢ 948ay3c11hKlw379%
JSCC Rec Payment Business Day Coupon Blending Key . ,
Trade ID Convention Rec Roll Date (Static Part) Coupon Blending Key (Dynamic Part)
B FOLLOWING 15 Ca8549eef7kav48ged 948ay3c11hKlw379%
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» As Interest Calculation Period End Date does not fall in month-end (i.e., EOM is not specified as Roll Date Convention), same adjustment as Following will

be made for Modified Following. Accordingly, economic terms for Trade A and Trade B are virtually matched.

» However, as JSCC’s system differentiate Payment Business Day Convention very strictly and does not consider virtual equality of economic condition,
Compression Key (Static Part) will become discrepant, which will make Compression fail.



Points of attention for Blended Rates Compression
(Coupon settlement day 1/3)

@ Case where Blended Rates Compression is rejected on coupon settlement day (though Coupon Blending Keys are
matched, Blended Rates Compression is rejected).
» When a coupon settlement day falls under the Compression day, the Compression is allowed if no new trade comes into effect and the trades
fully offset, or the Compression Day is not the coupon settlement day of the new trade coming into effect as a result of the Compression.
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» As shown in the below chart, Blended Rates Compression is allowed, in case of full offsetting or new generated trade has no virtual Coupon
Settlement on Compression day.

Compression day Compression day
3/21 3121
Trade A * * Trade A * *
Notional % 3/21 Notional | 3/21
Amount=10B . ; ; Amount=8B \ 4 ; ;
I I
1 1
Trade B ! f f
Trade B | é f f 77777777 Notional |
/'jotloni' (0B ‘ * * i Amount=10B
mount= !
i Trade C
i-» Notional % t t
Amount=2B * ¢



Points of attention for Blended Rates Compression
(Coupon settlement day 2/3)

@ A case where Blended Rates Compression is rejected on the business day preceding the coupon settlement day (Compression Keys
are unmatched).

» When a coupon settlement day falls under the next business day of Compression day, the Compression is allowed if they are in a fully
offsetting relationship, including settlement amount of such a coupon.

(h_m;m;lszs(;ﬁy Only Trade P has coupon settlement day on the next
— business day of compression day.
Trade A i f f
Notional ! : 3121 > Compression will not be allowed due to mismatch of
Amount=10B - * ; ; / “Dynamic Part”.
(In this case, compression will be allowed after coupon
Trade B ¥ f t settlement day, as before)
Notional 1
Amount=10B ! * *

» Blended Rates Compression is allowed when cashflows including the relevant payment amount are fully offset as shown in below chart, as
Coupon Blending Keys are matched.

Both Trade N and Trade O have a coupon settlement day on
the next business day of compression day, and they are in a

Compression day

3120 fully offsetting relationship including settlement amount.

I
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Points of attention for Blended Rates Compression
(Coupon settlement day 3/3)

@ A case where Blended Rates Compression is rejected on the second business day preceding coupon settlement
day (Compression Keys are unmatched).

» Due to OIS trade’s Payment Lag (2 day), if Coupon Settlement Date falls on the second following business day of Compression Execution date

(Calculation Period End Date ), Compression Keys (Dynamic Part) are unmatched with the trade for which Coupon Settlement Date does not
fall on such date, which makes Compression rejected.
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