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This document is a compilation of Q&A regarding the Quantitative Disclosures summary presentation held by JSCC.
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Summary https://www.jpx.co.jp/jscc/en/company/cimhll0000000ouc-att/summary | 2026Q1r.pdf
Webinar : https://youtu.be/ r1FX3WuBT4
# Subject R; ;agteesd Questions Answers
1 Topic of this 7 At JSCC, IM for ETP cash securities rose sharply, and VM for | While market movements were driven by a combination of factors,
Quarter 1 “Q1 OSE-listed products, including Nikkei 225 futures, reached a | there were two key drivers in our case.
record high. First, for initial margin in cash equities, we observed a sharp
2026 Market Could you briefly explain what drove these increases, and | intraday market movement in early March, which triggered
Volatility and whether geopolitical factors played a role? additional intraday margin calls.
Impact on Second, for variation margin in OSE-listed products, volatility of
Initial Margin Nikkei 225 futures increased quite materially. In fact, the average
daily price range rose by around 40% compared with the previous
quarter. So overall, the increases were primarily driven by the
heightened market volatility rather than any single specific event.
2 Topic of this | 7 You mentioned that you are reviewing the margin | For precious metals futures, we are currently considering

Quarter 1 “Q1
2026 Market
Volatility and
Impact on

Initial Margin

framework for precious metals. Could you provide more
details on what changes are being considered?

extending the margin period of risk, or MPOR, to two days. This
is part of our broader review and is also being discussed in the
relevant exchange committees, particularly in the context of the
integration of clearing funds for listed derivatives. So, this is
something we are carefully reviewing from both a risk

management and governance perspective.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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2025 Q4 — Webinar Date: March 16, 2026

Summary : https://www.jpx.co.jp/jscc/en/company/cimhll0000000ouc-att/summary e 2025Q4.pdf

Webinar : https://youtu.be/zBTPPWFbfll
. Related .
# Subject pages Questions Answers
1 Initial Margin 21 How have recent geopolitical developments in the Middle | In short, margins adjusted primarily through our existing models.
East affected energy markets, and how has JSCC responded | Electricity and LNG margins increased automatically under daily HS

Back Testing
from a risk management perspective? VaR, while for Platts Dubai Crude products we applied an ad hoc

update after prices moved beyond our thresholds. In all cases,
margins continue to target coverage above 99%.

2 Topic of this 7 How was this simulation different from the one conducted | Compared with the first simulation in 2023, this exercise was
in 2023? expanded both in scale and in complexity.

Quarter “CCP o .
More CCPs participated, the assumed default scenario was larger,

Global and the level of coordination across CCPs and market participants
International was more advanced. This allowed us to test cross-border
Default communication and operational readiness in a more realistic
. . environment.
Simulation

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Summary https://www.jpx.co.jp/jscc/en/company/cimhll0000000ouc-att/summary e 2025Q3.pdf
Webinar : https://youtu.be/i8MlocRob8c
# Subject R; ;agteesd Questions Answers
1 Topic of this 7 You mentioned that JSCC is the most liquid market for yen | Based on data from Clarus FT, JSCC achieved a monthly DVO1 of
Quarter “US interest rate swaps globally. What is JSCC’s actual market | USD 1,481 million in 2025, substantially exceeding its closest
share? competitor, which posted USD 924 million. This demonstrates
Customer JSCC’s position as the primary venue for clearing risk in the global
access to the JPY interest rate swap market. Furthermore, in tenors beyond 10
most liquid years, JSCC secured an 86% market share of DVO1 in 2025,
underscoring its dominance in the long end of the curve.
Yen Swap
Market”
2 As above 7 How does the onboarding of U.S. funds like Millennium and | Their participation signals strong interest from major U.S.

Citadel impact JSCC’s market?

institutions, enhances liquidity in the JPY-IRS market, and
underscores the attractiveness of JSCC’s platform under the new
regulatory framework.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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2025 Q2 — Webinar Date: September 16, 2025

Summary : https://www.jpx.co.jp/iscc/en/company/cimhll0000000ouc-att/summary e 2025Q2.pdf
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Webinar : https://youtu.be/imDeJRJykEg
. Related .

# Subject pages Questions Answers

1 Topic of this 7 What is the purpose of introducing the New Collateral | The new method is introduced to respond to evolving market
Quarter Management Method? conditions and to enhance the efficiency of cash collateral
Y ) management. By using money trusts and reverse repo

Introduction transactions, JSCC aims to generate profit or loss from managing

of New cash collateral, which will be shared between JSCC and Clearing
Collateral Participants who opt into the framework.
Management
Method for
ETP”

2 As above 7 What happens if a loss occurs under the new method? JSCC will first use its Loss Compensation Financial Resources,

which includes an initial contribution of 5 billion yen from JSCC’s
equity. If the loss exceeds this amount, the remaining loss will be
allocated proportionally among Participants who adopted the new
method, based on their collateral balances.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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2025 Q1 — Webinar Date: June 16, 2025
Summary : https://www.jpx.co.jp/iscc/en/company/cimhll0000000ouc-att/summary e 2025Q1.pdf

Webinar : https://youtu.be/puxW1GGzY |
. Related .

# Subject pages Questions Answers

1 Topic of this 7-9 What measures is JSCC taking to address the coverage | JSCC has implemented additional stress event scenarios for IRS
Quarter “Impact ratios falling below target? initial margin and clearing fund calculations to better manage risk

in response to the coverage ratios falling below target. These

of Market measures are designed to enhance the robustness of our risk
Turmoil in April management framework. We anticipate that these adjustments,
2025” along with ongoing monitoring and market stabilization, will help

restore the coverage ratios to target levels over the coming
months. Regular reviews will ensure that any further necessary
actions are taken promptly.

2 As above 7-9 When does JSCC expect the coverage ratios to recover to | For Equity Cash and index futures, we expect the coverage ratios
target levels? to recover once the breaches from the market fluctuations in
August fall out of the sample, assuming the current market
conditions persist. This is anticipated to occur in the coming
months. As for IRS, it is likely that the coverage ratios will return
to target levels after April next year.

3 As above 7-9 How did the market turmoil affect the margin requirements | The market turmoil led to an increase in margin requirements for
for commodity derivatives like gold futures? commodity derivatives. For instance, the margin for gold futures
increased by 20% from the end of March. This increase was more
gradual compared to the rapid increases observed in August of
the previous year.

4 As above 7-9 What were the specific dates and reasons for the intra-day | Intra-day initial margin calls for CDS occurred on April 7th and
initial margin calls for CDS in April 2025? April 10th. On April 7th, the call was triggered because the iTraxx
Japan spread exceeded the threshold. On April 10th, the call was

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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. Related .
# Subject pages Questions Answers

triggered again as the iTraxx Japan spread exceeded the
threshold. This was the first time such calls were triggered since
the commencement of CDS clearing operations.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Webinar : https://youtu.be/DLywZ4 s1YI
# Subject R; ;agteesd Questions Answers
1 Topic of this |7 What action will JSCC take regarding the initial margin | JSCC will investigate whether any system development is needed
Quarter “Initial simulator proposed in the report? for the initial margin simulator, taking into consideration further
_ discussions among regulators, CCPs, and market participants. As
Margin stated on Page 7, an initial margin simulator is already provided
Transparency for IRS. Although not mentioned in the report, for ETP, we also
and Measures to offer a web-based simulation environment that allows users to
| check the margin amounts for any position, calculated using the
Contro VaR method based on the most recent business day's data. This
Procyclicality” applies to all listed derivative products subject to clearing,
including those on the OSE, TOCOM, and ODEX.
2 As above 7 What measures does JSCC implement to control | JSCC maintains a strict margin framework that is risk-sensitive and
procyclicality in its margin models? stable, implementing Anti-Procyclical Measures to mitigate a
procyclical surge of margin during stress periods. For more
detailed information on JSCC's specific Anti-Procyclicality
Measures, please refer to the web links provided on page 7 of the
presentation.
3 SIG 10 The Skin in the Game for ETP Commodity has been | We have increased the SIG to address and rectify multiple
(Contribution by increased this term. Could you explain the reason? breaches that occurred during past stress tests of ETP
Commodity. This measure is aimed at ensuring the reliability of
Iscce the clearinghouse.
Exchanges/PTSs)

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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2024 Q3 — Webinar Date: December 12, 2024
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Webinar : https://youtu.be/gKIdNZDWLgc
. Related .
# Subject pages Questions Answers
1 Topic of this | 7 Do you have any concerns on the shift of collateral from BOJ | No, we don’t have any concerns from a risk management
. 5 .
Quarter to commercial banks? perspective.
Collateral For the ETP Clearing Service, secured cash deposited at
Shifts Post- commercial banks is held in settlement accounts at commercial
Zero Interest banks, which are entirely protected by the Japanese Deposit
. Insurance Corporation.
Rate Policy
For OTC, it is held in a trust account, which is fully bankruptcy
remote from JSCC and clearing participants.
2 Initial Margin 24-25 IM breaches and the peak IM breach had increased at a | The number of breaches was due to the market turmoil in early
Back Testing number of divisions, most notably ETP Cash Securities, ETP | August, following the BOJ’s Monetary Policy Meeting on July 31st
JGB F&Os and ETP Index F&Os. VM and IM calls also | (interest rate hike to 0.25%), weak US job figures, and other data
increased, in particular at OSE-listed ETP divisions. Can you | published during the Asian nighttime on the same day.
Variation 26 explain the reasons?
Margin &
Initial Margin
Calls
3 Collateral 27 Why is the cash collateral for products under the Commaodity | JSCC has not yet arranged contracts with the BOJ to deposit cash
C " Futures Act not held in the central bank? collateral for the products under the Commodity Futures Act.
omposition
of Initial
Margin

2024 Q2 — Webinar Date: September 18, 2024

Webinar :

https://youtu.be/ncGw3IblQo0

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Subject Rsellag’zesd Questions Answers
Liquidity 29 Are all Clearing Members legally committed to participate | Yes, all Clearing Members are committed to participate in the
in the JGB Repo committed liquidity facility? How is each | liquidity facility. The methodology regarding the size of the
Clearing Member’s commitment sized? commitment by each clearing member is allocated pro-rata, based
on the IM requirement over the past 120 business days, but we also
Is the commitment size based on past clearing volume? make detailed adjustments to ensure that the burden on top
participants is leveled.
For details, please refer to Article 25 of the JGB clearing Business
Rules, available at the following link:
https://www.jpx.co.jp/jscc/en/rule/cimhll00000001nv-
att/02Handling Procedures of Japanese Government Bond Over-
the-
Counter Transaction Clearing Business Rules 20240401 E.pdf
Topic of this 7-9 Did you take any specific risk management action, or face | As you can see on the slide 8 of this presentation, intraday margin
Quarter any issue, during the period of market turmoil in August? | calls were triggered, due to breaches of the trigger thresholds for
the Listed Products and OTC JGB clearing services. However, these
“Market were normal actions taken under standard provisions in JSCC’s rule
Turmoil in books, and no special treatment was required.
early August
JSCC’s clearing services were not disrupted by any default or other
2024 issues.
Collateral 26 Did you see a shift from cash to JGBs for IM collateral, other | At the end of Q2 2024, only in the OTC JGB Clearing Service, we saw
C . than for OTC JGB, as a result of the lifting of negative | a significant shift from cash to JGB collateral.
omposition
interest rates?
of Initial Depending on future interest rate trends, the ratio of cash may
Margin decrease and the proportion of securities collateral could increase
in other sectors as well. However, future trends remain uncertain.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Composition

of Initial

Margin

issue?

. Related .
H Subject pages Questions Answers
4 Collateral 26 Is the shift from cash to non-cash in JGB composition an | No, under the current market environment and based on our

liquidity risk management, this shift does not pose any issues for

JSCC’s risk management.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the

relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Webinar : https://youtu.be/pButdEn7tZc
. Related .

# Subject ;aagees Questions Answers

1 Topic of this 8 Regarding second Topic of This Quarter, what are the specific | JSCC revised the IM calculation method for OTC-JGB in December
Quarter recent developments regarding APC measures? 2023 and for IRS in April 2024. Both changes were also made to
— ) address procyclicality.

Initial Margin For OTC-JGB, a 5-year Reference Period was added, and margin
Transparency parameter updates were changed from weekly to daily.
and Measures For IRS, we made a conservative change to the return volatility
adjustment.

to Control
Procyclicality”

2 Stress Testing | 15 Regarding Stress Testing on page 15, please explain why the | This is due to the expansion of positions in the larger scaled

Estimated Largest SLOIM for OTC-JGB has increased.

(higher-risk) participants, which is also reflected in the figures for
OTC-JGB in "Maximum Amount exceeding Actual pre-funded
Default Resources" on page 16.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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Webinar : https://youtu.be/OWh4cFIG7TU
# Subject R; ;agteesd Questions Answers
1 Contribution 10 Will you be revisiting the static amounts of CCP skin in the | JSCC reviews the adequacy of Skin in the game annually, and we
by JSCC(SIG) game? plan to increase the loss compensation funding for OTC-JGB by
May this year. Other products will continue to be reviewed.
2 Topic of this 7 The move to Var is good news. How do you determine | HS VaR is used for calculating margin for financial derivatives, such
Quarter “VaR margin calls, is it the higher of HS VaR or AS VaR? as Nikkei 225 futures and JGB futures.
AS VaR is only used for calculating margin for commodity
Method” derivatives, such as gold futures and oil futures, excluding
electricity futures.
So HS Var and AS VaR are not used to calculate margin for the
same products. The reason for this approach is due to requests
from clearing members and/or the character of each product.
However the total risk amount of the products covered by AS VaR
is minimal, so we are comfortable using this alternative approach
for these products.
3 Initial Margin 17-19 What is the expected impact of a potential removal of | We have estimated the impact of the removal of negative interest

negative interest rates on JSCC? Will it lead to an increase in
margins?

rate policy. If the market fluctuations that occurred in December
2022 were to re-occur this week, the level of margin would
increase, but the impact of the volatility could be different from
that in 2022, so it is not possible to predict in advance how much
margin may increase.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
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Webinar : https://youtu.be/SnStRexBg g
. Related .
# Subject pages Questions Answers
1 Topic of this 7 Will the Global Fire Drill be conducted on an annual basis | The frequency of the next and subsequent editions of the Global
Quarter from next year onwards? Fire Drill is currently under discussion with CCP Global and other
. ) relevant parties and has not yet been finalized. JSCC has been
Global Fire conducting Fire Drills individually, on an annual basis, and will
Drill” continue to do so in the future.
2 Stress Testing | 16 Did you see any impact on the cover ratio of ETD after JSCC | VaR was only implemented in November, and we hope to be able
introduced VaR as the margin calculation methodology in | to report back at the next briefing for the Q4 2023 quantitative
November? disclosures, which will be for end of December 2023 data. This
data will be published in March 2024. Having said this, we are
expecting to see an improvement in the cover ratio.
3 Stress Testing | 15 Regarding the graph on top right-hand corner on slide 15, | JSCC has not changed stress testing scenarios over this year. This

could JSCC please comment on the decrease in peak stress
exposures at JGB OTC from 357 (Q4 2023) to 165 (Q3 2023)?
Has there been any change to stress testing scenarios over
the year?

was due to the largest historical SLOIM values gradually falling out
of the 12-month scope.
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relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.

P. 15



https://youtu.be/SnStRexBg_g

2023 Q2 — Webinar Date: September 25, 2023

Webinar @  https://youtu.be/pp ZMOuglRc?si=D-voalNV91laexFXs

WM gxasouruy e

JPX JAPAN SECURITIES CLEARING CORPORATION

# Subject

Related

pages

Questions

Answers

1 Topic of this
Quarter
“Margin
Simulation for
Rate products
based on the
BOJ Policy
Meeting Dec
2022

7

This question is related to the special topic we presented this
quarter. You conducted this simulation twice this year
already. Do you have any plan to conduct similar simulations,
either periodically or ahead of expected events going
forward?

We don't have any specific plan to do this, but we may conduct
similar forward-looking simulations around once per year, and/or
before anticipated market events that could cause large margin
increases.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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Webinar :  https://www.youtube.com/watch?v=VmbaAlca8j0
. Related f
# Subject pages Questions Answers
1 Topic of this 7 Regarding of the Margin Simulation, is this something that | It may depend on the environment of each clearing member, but
Quarter clearing members can run via available JSCC tool? If not, can | we do not provide margin simulator with hypothetical market
. ) clearing member ask JSCC to run such simulation for their | fluctuation such as global financial crisis reoccurrence to clearing
Margin portfolios? members, and we only run the margin simulation of unit position

Simulation instead of portfolios at this time.

Upon Stress

Period

Recurrence”

2 Stress Testing | 14 Could you please advise if the remaining commodities There are currently no concrete plans to switch the Cover 1 and 5
products will be subject to Cover 2 requirements? financially weakest firms for Commodities products to Cover 2, but
JSCC continues to analyze the associated risks.

PQD

References:

443,447

3 Initial Margin 19 Could you please elaborate on the IRS Margin Breaches and | As explained in this webinar, the cover ratio for IRS fell below

Back Testing potential Margin Model reviews that such breaches could 99.5% mainly due to breaches this March.

lead to? JSCC uses data from historical periods of significant interest rate
volatility as stress scenarios in addition to the data from the five-

PQD 6.5.1.1, year lookback period.

6.5.3 In response to the breaches for IRS, JSCC held a meeting with
clearing members on June 13th and has proposed workaround
measures, as well as full-scale measures.

The workaround measures include a change of the blending
number of stress scenarios from two to four. We circulated the

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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notice of this proposed change on our web portal both in
Japanese and in English. This change is expected to raise the total
required base IM by about 3% and will go live from July 10th.

On the other hand, the proposed full-scale measures will be more
anti-procyclical and will require enhancements to our IM
calculation system. Therefore, we are planning to go live with
these in the first half of next year, following further discussions

with our clearing members.

4 Initial Margin
Back Testing

PQD 6.5.1.1,
6.5.3

19

Could you share measures again to address breaches at JGB

F&O segment?

In response to the breaches for JGB F&O, JSCC revised the SPAN
parameter setting method for JGB futures, following discussions
with clearing members. On June 6th, JSCC held a meeting with
clearing members, and circulated the notice on our web portal
both in Japanese and in English. We also published the same
information on our website.
https://www.jpx.co.jp/ijscc/en/information/news/20230606-
01.html

We changed the start of the relevant stress scenario observation
period, from 2007 to "the initial listing date of the respective
futures contract". In the case of the 10-year JGB group, this stress
scenario observation period now starts in 1985. As this older data
includes periods of higher volatility, the PSR was raised by about
10%. The span margin level per notional was 1.68% last week and

is 1.8% this week.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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Related

# Subject pages Questions Answers
5 Initial Margin | 19 Would these breaches and event on IRS will be also The new VaR model, which is schedule to go live from this
Back Testing reviewed as part of the new VaR Model? November, only covers listed futures and options. Therefore,
breaches in the IRS Clearing Service are not relevant to the new
PQD 6.5.1.1, Listed Derivatives VaR model. However, please note that the IRS
6.5.3 Clearing Service already utilizes a VaR-based margin model, which
JSCC is currently reviewing for possible revisions.
6 Initial Margin | 19 Are there any measures planned for OTC JGB segment As the OTC-JGB Clearing Service currently meets the target back-

Back Testing

PQD 6.5.1.1,
6.5.3

considering almost doubled breaches quarter on quarter.

testing confidence level, JSCC is not considering any changes to

the margin model at this time.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
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Webinar : https://www.youtube.com/watch?v=KFM8LVEhyrk
. Related .
# Subject pages Questions Answers
1 Variation 20 Does JSCC include stress scenarios, such as the removal of JSCC does not use purely hypothetical scenarios in its margin
Margin Calls the BOJ's Yield Curve Control policy, in its margin models? models, that are not relevant to any historical stress event. It can
be challenging to develop purely hypothetical scenarios that
For the OTC JGB clearing service, considering high VM calls | would be agreeable to all clearing members and clients. However,
PQD following the BOJ action last December, and anticipation | if you have any thoughts on this, we would appreciate your
References: that Yield Curve Control might be removed/widened, would | feedback.
671 JSCC consider this scenario for margining?
2 Variation 20 (Additional Q&A after the call) Intra-day emergency margin call was triggered and parameter
Margin Calls During the call, it was noted about intra-day emergency changes on March 14th OTC-JGB. This was due to significant
margin call and parameter changes. Could you please fluctuations in the JGB futures market.
PQD Confirm |f th|$ related to OTC-JGB and giVe us more CO|OI’ on The new parameters’ Wh|Ch are norma”y updated ona Weekly
References: parameter changes? basis, have been in effect since March 15th.
6.7.1 These new parameters were posted on JSCC's dedicated "JSCC-
Target" website, which can be accessed by Clearing Participants.
For example, in the Interest-bearing JGB D category (Remaining
maturity 7-10 years), 1.0% has increased to 1.16%.
4 Topic of this 28-29 This question is related to the special topic we presented We don't have any specific plan to do this, but we may conduct
Quarter this quarter. Do you have any plan to conduct similar similar forward-looking simulations around once per year, and/or
simulations, either periodically or ahead of expected before anticipated market events that could cause large margin
events? increases.
“Simulations of
potential future
margin and

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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parameter
changes”

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the

relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.

P. 21




2022 Q3 — Webinar Date: December 14, 2022

Webinar : https://www.youtube.com/watch?v=SADChKd41Q8

WM gxasouruy e

JPX JAPAN SECURITIES CLEARING CORPORATION

. Related .
Subject pages Questions Answers

Stress Testing 13 We noticed that there was a breach of stress testing for cash | JSCC has an additional margin methodology, where JSCC call
securities, which was resolved on the following business day | additional margin from any clearing participant with a stress risk
by the requirement for additional collateral. Could you that is large relative to the size of the default fund. However, in

PQD explain this additional margin framework? Is this additional practice this type of additional margin is only called from the specific

References: margin called from all participants, or only the top two clearing participant that has very large exposures.

4.4.8-4.4.9 riskiest participants?

Stress Testing | 13 (Follow-up Q&As for #1 after the call) Yes, your understanding is correct for Q1 and Q2. The trigger level of
1. Itis my understanding that JSCC calls additional margin the additional margin of cash equities is the half of the Clearing
when a clearing participant’s uncollateralized stress Fund size.

PQD exposure is over 50% of the Clearing Fund size, is this

References: correct? JSCC calculates the additional margin twice a day, and the deadlines

4.4.8-4.4.9 2. The additional margin collected under this approach is for these calls is either 16:00 on the same day, or 14:00 on the next
considered a part of IM and is not used to reduce the Default | business day, as illustrated on the following webpage:

Fund, is this correct? https://www.jpx.co.jp/jscc/en/risk/margin.html

3. By when does the participant have to pay the additional

margin (within 1h or the next day)? The withdrawal process of “additional” margin is the same as for

4. When is the additional collateral returned to the normal initial margin beyond the required amount. So, a clearing

participant? participant can instruct JSCC for the withdrawal of the relevant
collateral, which would be returned back by JSCC to the relevant
clearing participant on the next business day.

Initial Margin 14-16 How did the collateral requirement, or collateral amount As we explained during this session, the IRS IM has been increasing
pledged, change in 2022? How much does it reflect the since the beginning of this year. This was due to a change in the
trading volume or higher volatility (more % required for market interest rates, resulting from a gap between the financial

PQD variation margin)? policies of increasing interest rates in other jurisdictions, such as US

References: and UK, and the BOJ policy which is maintaining low interest rates.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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6.1.1,6.2.15

The weak Japanese yen has changed market participants’ interest rate
expectations significantly. In addition, high volatility throughout this
year has also been a driver to these IM increases. As for the OTC JGB
IM, the main drivers of this were similar to those for IRS, but we also
saw position increases.

4 | VaR Method

27-29

Which kind of Value at Risk approach will be introduced in the
Listed Derivatives segment, when it changes from SPAN to VaR
in November 20237

JSCC will introduce a Filtered Historical Simulation VaR methodology,
with a lookback period of 1,250 days, or 5 years. In addition, JSCC will
blend in some stress scenarios to mitigate any procyclical effect. JSCC
is now calibrating details of key parameters, such as the number of
stress scenarios to be blended and volatility scaling factors for the
filtering methodology?.

5 | VaR Method

27-29

(Follow-up Q&As for #4 after the call)
Is there any EMIR anti-procyclicality option used in JSCC’s
new margin methodology?

As JSCCis a Third Country CCP under EU regulations, it is not required
to introduce the EMIR APC options as they are. However, as we
explained, JSCC will blend multiple stress scenarios on top of the
normal historical scenarios, in order to mitigate any procyclical
effects. As part of our testing for the new model, we have been
reviewing a range of APC statistics, such as the peak-trough value, and
the results of this review are satisfactory.

! For further information, please refer to the following webpage:

https://www.jpx.co.jp/jscc/en/cash/futures/marginsystem/VaR.html

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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2022 Q2 — Webinar Date: September 20, 2022
Webinar : https://www.youtube.com/watch?v=LYKk9jkKKiO

# Subject R;agt;esd Questions Answers
1 | Stress 12 Why did the SLOIM for Energy increase so much? The main reason for this was a sudden expansion of exposure at some
Testing risk-taking firms.
PQD
References:
4.4.3,4.4.7
2 | Stress 13 In relation to the stress test breaches on cash equities, why | JSCC has a variety of controls in place to prevent excessive position
Testing did JSCC allow for massive accumulation in the positions of | taking, such as requiring additional IM from clearing participants with
specific participants? Should JSCC have a mechanism to | poor financial conditions, or with stress loss over initial margin
restrict such aggressive risk taking? (SLOIM) beyond a certain threshold. These breaches are reported to
PQD JSCC’s management daily. If an issue with risk management were
References: identified, then JSCC would initiate a review of the current operations.
On these specific cases, breaches were temporary in nature, and thus
448-44.9 . . . -
risk management issues were not identified.
3 | Holiday - | heard about a start of Holiday Trading. Shouldn’t settlement | The Japanese settlement systems, such as those provided by the central
Trading be performed even on holidays? bank, are not operated during holidays, so the settlement is not
available. However, for clearing during holidays, JSCC has introduced a
comparable level of risk management, such as by increasing margin
prior to a holiday for those participants that will be trading during the
holiday?.
4 | C-Factor - Is there a particular reason for the high C-Factor for your There were no specific factors driving the C-factor for OTC JGB, which
OTC JGB segment, as it has been in a range between 4.9% is calculated based on the Total Exposure from clearing participants

2 For further information, please refer to the outline of risk management on holiday trading available at:
https://www.jpx.co.jp/jscc/en/cimhll00000001ri-att/i1h00a000000bg8f.pdf

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
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and 5% over the last four quarters?

(Follow-up Q&As after the call)

1. What is the driving factor for C-Factor for OTC JGB over
last few quarters?

2. Could you give some insights for the higher C-Factor for
OTC JGB, vis-a-vis other segments?

and the prefunded resources provided by the CCP and clearing
participants.

Accordingly, JSCC does not view the range over the last few quarters
as being significantly high, when compared to the range over recent
years.

However, JSCC’s derivative segments, such as IRS, show relatively low
C-factors based on the SA-CCR methodology in 2022.

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
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P. 25




WM gxasouruy e

JPX JAPAN SECURITIES CLEARING CORPORATION

2022 Q1 — Webinar Date: July 28, 2022

Webinar : https://www.youtube.com/watch?v=tReHvoCEICA

# Subject R;agteesd Questions from Participants of Webinar JSCC Answers
1 | Mutualized 11 Could you please confirm the maximum liability for For losses resulting from a clearing participant default, JSCC does not
Loss participants in the Cash Equities segment? have a capped liability system for the Cash Equities segment. For non-
_ default losses, JSCC does not have rules that allow JSCC to allocate
Compensation losses to clearing participants in the Cash Equities Segment.
Resources
PQD
References:
4.1.4,4.1.8
2 | Stress Testing | 12-13 How are Stress Losses determined in the PQD i.e. how are | In the PQD, we take account of initial margin deposited, including add-
client positions taken into account (including portability)? | ons and excess margin beyond the required initial margin, because
What margins are included? Is excess margin included? those resources would be available to JSCC upon a clearing
PQD etc.... participant’s default. However, in the stress testing, JSCC does not
References: assume that all clients of the defaulting clearing participant would be
4.43-4.4.9 ported to non-defaulting clearing participants, because no client
positions are guaranteed to be ported (e.g., a client may not be able to
find a non-defaulting clearing participant to accept their positions).
Please also note when we calculate the default fund amount, JSCC
considers only the required initial margin as available financial
resources to JSCC, not the total deposited collateral that includes
excess collateral beyond the requirements.
3 Initial Margin | 17-18 Please advise in detail any impact on price fluctuations More breaches were reported during this quarter compared to
Back Testing due to the Russian invasion of Ukraine and actions to deal | previous terms, due to the price fluctuations caused by the Russian
with this. invasion of Ukraine, as well as interest rate fluctuations caused by
speculation on US financial policy. However, the coverage was

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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PQD sufficient to satisfy JSCC’s 99% or 99.5% target confidence levels,
References: without requiring any ad-hoc changes to the existing margin structure.
' For example, JSCC advised clearing participants on the possibility of
6.5.1,6.5.3, increased margin, and for ETD, JSCC revised the level of the SPAN Price
6.5.4 Scan Range four times during the market turmoil. All of these actions
were taken in accordance with JSCC’s rulebook under the specified
thresholds.
4 | Initial Margin | 17-18 Can you please explain item 6.5.2. What does the number | The number of observations in 6.5.2, shows the number of accounts
Back Testing of observations indicate? subject to IM back-testing, multiplied by the number of days of
testing. (PQD 6.5.2 data in JSCC disclosure on website).
PQD
References:
6.5.1,6.5.3,
6.5.4
5 | Non Default - | would like to ask for details of JSCC’s actions on Non | JSCC’s rules do not allow JSCC to pass on Non Default Losses to
Losses Default Losses. clearing participants, except where a loss results from investments in
trust accounts deposited by clearing participants and customers for
the IRS and CDS clearing services®. Please note, in these services both
profits and losses from investments are attributed to each beneficiary
of the invested collateral, and the actual investments are limited to
very safe arrangements, such as secured money market deposits®.

End of Document

3 For further information, please refer to the Article 88 in the CDS Clearing Business Rules and the Article 87 in the Interest Rate Swap Clearing Business Rules.
4 For further information, please refer to investment policy of JSCC available at:
https://www.jpx.co.ip/jscc/en/company/rkra7f00000001ml-att/Policies-for-Management-of-Posted-Collateral.pdf

DISCLAIMER: This document is prepared for the referential purpose only. Japan Securities Clearing Corporation (JSCC) shall accept no responsibility or liability for damage or loss caused by any error, inaccuracy,
or misunderstanding with regard to this translation. This document may not be reproduced or redistributed in whole or in part without the permission of JSCC. JSCC reserves the right to, without notice, revise
or alter the contents of this document, or withdraw or halt its publication. Answers from JSCC on each question in this document are based on the rulebook and/or risk management of JSCC at the time of the
relevant quarter on the webinar, and so may not be relevant in the future as a result of changes of JSCC rulebook, its risk management and any regulatory or legal changes affecting JSCC.
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