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Stressed Risk Value Calculation Method and Handling related to Increase in Required Initial Margin 
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Japan Securities Clearing Corporation 

 

1. Stressed Risk Value Calculation Method (Handling Procedures of CDS Clearing Business Rules, 

Article 28, Rules on Required CDS Clearing Fund, Appendix, Section 2) 

 

The Stressed Risk Value under Article 28 of the Handling Procedures of CDS Clearing Business 

Rules (“Handling Procedures”) and Section 2 of Appendix to the Rules on Required CDS Clearing 

Fund shall be obtained, in respect of a position of each Clearing Participant, as the largest loss 

expected under the following conditions: 

(1) Spread Fluctuations: Rates equivalent to the historical spread fluctuation rates in each of rise 

and fall direction in Margin Period of Risk (MPOR) in each Issue, of which the absolute value 

is the largest; 

(2) Margin Period of Risk (MPOR): 10 days; 

(3) Assumed Default of Reference Entity: Default of one Reference Entity in which the net short 

amount is the largest; and 

(4) Recovery Rate upon Assumed Default of Reference Entity: 14%. 

 

2. Handling of Increase in Required Initial Margin according to Position Holding 

 

(1) State Where Clearing Participant’s Portfolio is Considered to be Extremely Large Comparing 

to Net Capital (Handling Procedures, Article 28, Article 30.(1) and (2)) 

 

The rate to be designated by JSCC under Article 28 of the Handling Procedures (ratio of the 

Stressed Risk Value to the Net Capital), the applicable multiplier to be set by JSCC under Article 

30.(1) of the Handling Procedures (rate of increase), the rate to be set by JSCC under Article 
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30.(2).a. of the Handling Procedures (rate of increase), the amount to be prescribed by JSCC in 

a notification under Article 30.(2).b. of the Handling Procedures (add-on amount) and the 

amount to be prescribed by JSCC in a notification under Article 30.(2).c. of the Handling 

Procedures (add-on amount) shall be as follows: 

 

Rate (Ratio of Stressed Risk 

Value to Net Capital) 

Multiplier and Amount (Rate of Increase and 

Add-on Amount) 

Over 10% up to 20% 10% 

Over 20% up to 30% 20% 

Over 30% up to 40% 30% 

Over 40% up to 50% 40% 

Over 50% up to 60% 50% 

Over 60% up to 70% 60% 

Over 70% up to 80% 70% 

Over 80% up to 90% 80% 

Over 90% up to 100% 90% 

Over 100% 100％ + Full Charge for newly cleared 

contracts1 

 

(2)  State where Position Excessively Concentrates on the Clearing Participant vis-a-vis Market 

Conditions (Handling Procedures, Article 29, Article 30.(3) and (4)) 

 

a. On-the-Run Converted Net Notional Amount under Article 29.(1) of the Handling 

Procedures shall be the total Notional Amount obtained by converting the Notional 

Amounts of all Issues in Clearing Participant’s portfolio into On-the-Run Issue on the risk 

basis using VaR and then netting the net short and net long positions. 

b. The level of On-the-Run Converted Net Notional Amount related to Index CDS 

Transactions under Article 29.(1) of the Handling Procedures and the level of the aggregate 

Net Notional Amount of the Single Name CDS Transactions under Article 29.(2) of the 

Handling Procedures, the multiplier to be set by JSCC under Article 30.(3) of the Handling 

 
1 “Full Charge for newly cleared contracts” means, as to the contracts newly cleared on and after the date on which 
the Full Charge add-on is decided, an amount obtained as i) 100% of the Notional Amount (in case of net short) or ii) 
the amount equivalent to the present value of the fixed payment plus the amount equivalent to the Participant’s 
receivable of Variation Margin (in case of net long), minus the “amount equivalent to the sum of the Participant’s 
payable of Variation Margin and Short Charge, Bid & Offer Charge, Credit Event Margin, Single Name Margin and 
Self-Referencing Short Charge after the increase” (Article 30.(2)b. and c. of the Handling Procedures). 
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Procedures (rate of increase), the amount of the On-the-Run Converted Net Notional 

Amount of Index CDS Transactions and the Net Notional Amount of Single Name CDS 

Transactions under main body of Article 29.(4) of the Handling Procedures, the rate to be 

set by JSCC under Article 29.(4).a. of the Handling Procedures, the amount to be 

prescribed by JSCC in a notification and the rate to be set by JSCC under Article 29.(4).b. 

of the Handling Procedures, and the amount to be prescribed by JSCC in a notification and 

the rate to be set by JSCC under Article 29.(4).c. of the Handling Procedures shall be as 

follows: 

 

The Additional Required Initial Margin shall be decided as set forth below according to 

the amount of the On-the-Run Converted Net Notional Amount related to Index CDS 

Transactions and the largest net Notional Amount by Reference Entity related to Single 

Name CDS Transactions, and the trigger threshold, the maximum increase level and the 

level interval JSCC separately prescribes by Reference Entity of Index CDS Transactions 

and Single Name CDS Transactions: 

 

Net Notional Amount exceeded the trigger 

threshold 

10% increase 

Thereafter, 10% additional charge by Net Notional Amount increase in each level interval 

until it reaches the maximum increase level 

Net Notional Amount exceeding the 

maximum increase level  

50％ increase plus add-on charge on newly 

cleared contracts2 

 

 

 
2 “Add-on charge on newly cleared contracts” means, when new clearing after the determination of such add-on 
charge would further increase net short amount or net long amount in the relevant Issue, the amount obtained by 
multiplying the adjustment coefficient separately prescribed by Reference Entity of Index CDS Transactions and 
Single Name CDS Transactions by the amount obtained as i) 100% of the Notional Amount (in case of net short) or 
ii) the amount equivalent to the present value of the fixed payment plus the amount equivalent to the Participant’s 
receivable of Variation Margin (in case of net long), minus the “amount equivalent to the sum of the Participant’s 
payable of Variation Margin and Short Charge, Bid & Offer Charge, Credit Event Margin, Single Name Margin, Self-
referencing Short Charge after the increase” related to said newly cleared position (Article 30.(4).b. and c.).  


