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Margin Requirements for Non-centrally Cleared Derivatives

Introduction
1. The margin requirements are one of the agreed Group of Twenty (G20) reforms to reduce
the systemic risk from OTC derivatives.

2. These requirements are issued in accordance with the authority vested in SAMA under
the Charter ~issued via Royal Decree No. 23 dated 23/5/1377 H, and the Banking Control
Law - issued via Royal Decree No. M/5 dated 22/2/1386 H.

3. These requirements supersede SAMA circulars No. 341000134328 dated 25/11/1434 H,
371000101114 dated 15/9/1437 H. and 51226/67 dated 16/8/1440 H.

Obijectives
4. Margin requirements for non-centrally cleared derivatives have two main benefits:

* Reduction of systemic risk: Margin requirements for non-centrally cleared
derivatives would be expected to reduce contagion and spillover effects by ensuring
that collateral is available to offset losses caused by the default of a derivatives
counterparty. Margin requirements can also have broader macroprudential benefits,
by reducing the financial system’s vulnerability to potentially destabilising
procyclicality and limiting the build-up of uncollateralised exposures within the
financial system.

o Promotion of central clearing: Margin requirements are expected 1o promote
central clearing, making the G20’s 2009 reform programme more effective. This
could. in turn. contribute to the reduction of systemic risk.

. . i ersi : !
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Key Principles and Requirements

Element 1: Scope of Coverage — Instruments Subject to the Requirements
Appropriate margining practices should be in place with respect to all derivatives
transactions that are not cleared by Central Counterparties (CCPs)'.

5. Except for physically settled foreign exchange (FX) forwards and swaps. these margin
requirements apply to all non-centrally cleared derivatives. These margin requirements
do not apply to physically settled FX forwards and swaps.’

6. Initial margin requirements for cross-currency swaps do not apply to the fixed physically
settled FX transactions associated with the exchange of principal of cross-currency
swaps. In practice. the margin requirements for cross-currency swaps may be computed
in one of two ways. Initial margin may be computed by reference to the “interest rate”
portion of the standardised initial margin schedule that is described in Element 3 below
and presented in the Appendix A. Alternatively, if initial margin is being calculated
pursuant 1o an approved initial margin model, the initial margin model need not
incorporate the risk associated with the fixed physically settled FX transactions
associated with the exchange of principal. All other risks that affect Cross-currency
swaps, however, must be considered in the calculation of the initial margin amount®. The
variation margin requirements that are described below apply to all components of cross-
currency swaps.

" These margining practices only apply to derivatives transactions that are not cleared by CCPs and do not apply o other
transactions, such as repurchase agreements and security lending transactions that are not themselves derivatives but share some
attributes with derivatives. [n addition, indirectly cleared derivatives transactions that are intermediated through a clearing
member on behalf of a non-member customer are not subject to these requirements as long as (a) the non-member customer is
subject 1o the margin requirements of the clearing house or (b) the non-member customer provides tnargmn consistent with the
relevant corresponding clearing house’s margin requirements

* Banks should, however, adhere 1o Supervisory Guidance for Managing Risks Associated with the Setttement of Foreign
Exchange Transactions (as published by BCBS hitps://wwuw bis.org/publ bebs241.pdf)

¥ The only payments to be excluded from initial margin requirements for a cross-currency swap are the fixed physically seniled
FX transactions associated with the exchange of principal (which have the same characteristics as FX forward contracts). All
other payments or cash flows that occur during the life of the swap must be subject to initial margin requirements

. T 1 il e v— S e B T T z L e e
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Element 2: Scope of Coverage — Scope of Applicability

All covered entities (ie financial firms and systemically important non-financial entities)
that engage in non-centrally cleared derivatives must exchange initial and variation
margin as appropriate to the counterparty risks posed by such transactions”.

7. For the purpose of this element, Systemically Important Non-financial Entities will be
entities whose aggregate month-end average national amount of non-centrally cleared
derivatives for the preceding March, April and May exceeds SAR 30 biilion, at a
consolidated group wide basis.

8. For purposes of determining whether a group’s non-centrally cleared derivatives
notional amount exceeds SAR 30 billion, the following shall apply:

o Inter-affiliates trades should not be counted.
e All other non-centrally cleared derivatives must be counted.

9. Covered entities include all financial firms, and systemically important non-financial
firms as defined in paragraph 7 above. Central banks, sovereigns’, multilateral
development banks. the Bank for International Settlements, and non-systemic, non-
financial firms are not covered entities®.

10.0nty non-centrally cleared derivatives transactions between two covered entities are
governad by these requirements. A transaction between a covered entity and one of the
aforementioned entities is not covered by these requirements.

[T.All covered entities that engage in non-centrally cleared derivatives must calculate,
balance and exchange, on a bilateral basis. the full amount of variation margin {ic a
zero threshold) on a daily basis. In case of any delay or exception, SAMA should be pre-
notified.

* Different treatment 15 applied with respect 1o transactions between affiliated entities, as described under Element 6 below.

* Pubkic scctor entities (PSEs) may be treated as sovereigns for the purpose of determining the applicability of these margin
requirements

* Mukiilateral dzvelopment banks (MDBs) exempted from this requirement are those that are eligible for a zero risk-weight under

the Basel .apnal {framework (a5 prescribed in  the document published by the BCBS and 10SCO
https://www.bis.org bebs publ'dd73.pdf)
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12.All covered entities must exchange, on a bilateral basis, initial margin with a threshold
not to exceed €50 million. The threshold is applied at the level of the consolidated group
to which the threshold is being extended and is based on all non-centrally cleared
derivatives between the two consolidated groups’.

13.All margin transfers between parties may be subject to a de-minimis minimum transfer
amount not to exceed €500,000.

Element 3: Baseline Minimum Amounts and Methodologies for Initial and Variation
Margin

The methodologies for calculating initial and variation margin that serve as the baseline
Jor margin collected from a counterparty should (i) be consistent across entities covered
by these requirements and reflect the potential future exposure (initial margin) and
current exposure (variation margin) associated with the particular portfolio of non-
centrally cleured derivatives at issue and (i) ensure that all counterparty risk exposures
are covered fully with a high degree of confidence.

14.The applicable netting agreements in these requirements are not allowed in Saudi Arabia
until relevant laws are enacted and netting is allowed by SAMA. If netting is enforceable

in any jurisdiction, positive and negative mark to market exposures in that jurisdiction
will be allowed 10 net.

Initial Margin

I5.For the purpose of informing the initial margin baseline, the potential future exposure of
anon-centrally cleared derivatives should reflect an extreme but plausible estimate of an
increase in the value of the instrument that is consistent with a one-tailed 99 per cent
confidence interval over a 10-day horizon.* based on historical data that incorporates a
period of significant financial stress. The initial margin amount must be calibrated to a

" Investment funds that are managed by an investment advisor are considered distingt entities that are treated separately when
applying e ihieshiold as long as the funds are distinct legal entities that are not collateralised by or are oiherwise guaranteed or
supported by other investment funds or the investment advisor in the event of fund insolvency or bankruptey

¥ The 10-day requirement should apply in the case that variation margin is exchanged daily. If variation margin is exchanged -
at exceptionzl cases approved by SAMA as prescribed in paragraph 11 of these requirements- at less than daily frequency then
the minimum he:izon should be set equal 1o 10 days plus the number of days in between variation margin exchanges: the
threshold calculaion sat out w paragraph 12 should nonctheless be made irrespective of the frequency with which variation
margin is exchanges

===
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period that includes financial stress to ensure that sufficient margin will be available
when it is most needed and to limit the extent to which the margin can be procyclical.

16.The required amount of initial margin may be calculated by reference to either a

quantitative portfolio margin model, or a standardised margin schedule. Banks should
use the standardised schedule for initial margin. If a bank wishes to use advanced models,
it should be subject to internal governance process, validation, testing and approval by
SAMA. Models that have not been granted explicit approval may not be used for initial
margin pLrposes.

17.When initial margin is calculated by reference to an initial margin model. the period of

financial stress used for calibration should be identified and applied separately for each
broad asset class for which portfolio margining is allowed, as set out below. In addition,
the identified period must include a period of financial stress and should cover a
historica: period not o exceed five years. Additionally, the data within the identified
period should be cqually weighted for calibration purposes.

18.Quantitative initial margin models must be subject to an internal governance process that

continuously assesses the value of the model’s risk assessments, tests the model’s
asscssm2nts against realised data and experience, and validates the applicability of the
mods] to the derivatives for which it is being used. The process must take into account
the comiplexity of the products covered.

19.Quantitative initial margin models may account for risk on a portfolio basis. More

specifically. the initial margin model may consider all of the derivatives that are
approved for model use that are subject to a single legally enforceable netting agreement.
Derivatives between counterparties that are not subject to the same legally enforceable
neting coresrneit must not be considered in the same initial margin model calculation.

20.Derivative portfolios are often exposed to a number of offsetting risks that can and

snould be reliably quantified for the purposes of calculating initial margin requirements.
Atthe some time. a distinction must be made between offsetting risks that can be reliably
quantified and those that are more difficult 10 quantify. Accordingly. initial margin
maoceis 1y account for diverssification, hedging and risk offsets within well defined

Tl o Ty e il el T e bk et
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asset classes such as currency/rates,”'” equity. credit, or commodities, but not across
such asset classes and provided these instruments are covered by the same legally
enforceable netting agreement. However, any such incorporation of diversification.
hedging and risk offsets by an initial margin model will require approval by SAMA.
Initial margin calculations for derivatives in distinct asset classes must be performed
without regard to derivatives in other asset classes.

21.For entities using standardised margin schedule, the required initial margin should be
compured by referencing the standardised margin rates in Appendix A, and by adjusting
the gross initial margin amount by an amount that relates to the net-to-gross ratio (NGR)
pertaining to all derivatives in the legally enforceable netting set.

22.The required initial margin amount should be calculated in two steps. First. the margin
rate in the provided schedule would be multiplied by the gross notional size of the
derivatives contract, and then this calculation would be repeated for each derivatives
contract. This amount may be referred to as the gross standardised initial margin. Second,
the gross initial margin amount is adjusted by the ratio of the net curren: replacement
Cost .o gross current replacement cost (NGR). This is expressed through the following
forniula:

Net srondardised initial margin = 0.4 * Gross initial margin + 0.6 * NGR * Gross
fnitial margin

23.Wnere NGR s defined as the level of net replacement cost over the level of gross
replacement cost for transactions subject to legally enforceable netting agreements. The
total amount of initial margin required on a portfolio according to the standardised
margin schedule would be the net standardised initial margin amount.

24.Derivatives transactions between covered entities with zero counterpartv risk require no
initial margin 1o be collected and may be excluded from the initial margin caleulation.

* Currency and interast rate derivatives may be portfolio margined together for the purposes of these requirements. As an
example. an interest rate swap and & currency option may be margined on a pontfolio basis as part of a single asset class.

® Inflezion sweps which rrapsfer inflation risk between counterpariies, may be considered as part of the currency rates asset
class fo- e purpose of computing model-based initial margin requirements. and as part of the interest rate asset class for the
purposes of computing siandardised initial margin requirements

—— e e e —  — —r——— e —— e
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25.In a case where bank is allowed by SAMA to use an approved quantitative portfolio
margin model. it will not be allowed to switch between model- and schedule- based
margin calculations in an effort to “cherry pick™ the most favourable initial margin terms.
Accordingly. the choice between model- and schedule-based initial margin calculations
should be made consistently over time for all transactions within the same well defined
asset class and, it should comply with any other requirements imposed by SAMA.
Hov.ever, a bank may be allowed —upon SAMA s approval- to use a model-based initial
margin <alculation for one class of derivatives in which it commonly deals and a
schedule-based initial margin in the case of some derivatives that are less routinely
employed in Its trading activiiies.

26.Initiat mar2in should be collected at the outset of a transaction, and collected thercafter
o 2 routine and consistent basis upon changes in measured potential future exposure,
such as when tradec are added to or subtracted from the portfolio.

27.The build-up of additional initial margin should be gradual so that it can be managed
over tims. Moreover. margin levels should be sufficiently conservative. even during
per'ads of low market volatility, to avoid procyclicality. The specific requirement that
initial margin be set consistent with a period that includes stress is meant to limit
procyclical changes in the amount of initial margin required.

28.Parde: 10 derivatives contracts should have rigorous and robust disnute resolution
procedures in place with their counterparty before the onset of a transaction. In
particular the ameunt of initial margin 1o be collected from one party by another will be
the result of either an approved model calculation or the standardised schedule. The
spelliic tethod end parameres that will be used by each party to calculate initizl rargin
shouia be agreec and recorded at the onset of the transaction to reduce potzntial disputes.
Vioreover parties may agree to use a single model for the purposes of such miargin model
caicaalions subject o biiateral agreement and appropriate approval by SAMA. In the
€.oatine. @ marg.q dispuie arises, both parties should make ali necessary and appropriate
eriosis, wachuding amely initiation of dispute resolution protocols, to resolve the a spute
alia caenange We coquired amount of initial margin in a timely fashion.

Variazize M,

29.For varianon mergin, the fun amount necessary to fully collateralise the mark-to-market
CApOsure Of e noni-cenirahy cieared denvatives must be exchangea.
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30.To reduce adverse liquidity shocks and in order to effectively mitigate counterparty
credit risk, variation margin should be calculated and exchanged for non-centrally
cleared derivatives subject to a single, legally enforceable netting agreement with
sufficient frequency.

31.Parties to derivatives contracts should have rigorous and robust dispute resolution
procedures in place with their counterparty before the onset of a transaction. In the event
that a margin dispute arises. both parties should make all necessary and appropriate
efforts, including timely initiation of dispute resolution protocols. to resolve the dispute
and exchangg the required amount of variation margin in a timely fashion.

Element 4; Eligible Collateral for Margin

To ensure that assets collected us colluteral for initial and variation Margin purposes can
be liguidated in a reasonable amount of time 1o generate proceeds that could sufficiently
protect collecting entities covered by the requirements from losses on non-centrally
cleared derioatves in the eveat of a counterparty default, these assets should be highly
liquid vnd snonlld, upter aceounting yor an appropriate haircut, be able 1o hold their value
in tic.c of fincacial siress. The set of eligible colluteral should tuke into accownt that
assels whicl. are Jiquid 11 normal marker conditions may rapidly become liguid in times
of firunzan sicess. I wddition to having good liquidity, eligible collateral should not be
EXpused 10 cacessive coedil, mariet and FX risk (including through diffeccaces between
the cirvency of ine coliateral asset and the currency of settlement). To the extend viat the
valie o, the coliaerad is exposed o these risks, appropriately risk-sensitive huircuts
shouli oo applied. vlore importantly, the value of the collateral should not exhibit a
signijicant correiation with tne creditworthiness of the counterparly or thie va:ne of the
unde, ying non-ceanrally cleared derivatives portfolio in such o w ay that would
undermine the e;focidveness of 1he proiection offered by the murgin collecien (i ihe so-
callew “ircr i v, rsk’,. accordingly, securities issued by the counierparty vr in 1elated
Paris shvoticd o ve wecepied as coliuteral, Accepted collateral shosid alss ve | eesonably
diversi;ie

328 n:iders efigible collaterals. which are allowed under the srandz:dised
sk under the Risk-based Capital Framework adopted by SAMA,

¢ i aircuts described below,
33. * determining appropriate haircuts include either interra! o= rhird-
D itat del-tased haircuts or schedule-based haircuts, Berlc skenld apoly
\ersion Date of 1ssuance = Mumber
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standardised schedule-based haircuts as defined in Appendix B, If higher haircuts are
proposed by different regulators in international jurisdictions, the higher haircut should
be applied.

34.Risk-sensitive quantitative models, both internal or third-party, could be used to establish
haircuts provided that the model is approved by SAMA and subject to appropriate
internal governance standards.

35.Banks should not selectively apply the method for determining appropriate haircuts that
would produce a lower haircut, banks should consistently adopt either the stendardised
tables approach or the internal/third-party models approach for all the collateral assets
within the same well defined asset class.

36.1n addition 1c haircuts, other risk mitigants should be considered wher, accepting non-
cash collateral. In particular. banks should ensure that the collateral collected is not
overty concentrated in terms of an individual issuer, issuer type and asset type.

37.1n the event that a dispute arises over the value of eligible collateral, both parties should
make 2! necsssary and appropriate efforts. including timely initiation of dispute
resolurion protocols, to resolve the dispute and exchange any required margin ina timely
fashion.

38.Cc'laterz] ther is posted by a counterparty to satisfv margin requirements mav, a' some
eint in time hefore the end of the derivatives contract, be needed by the counterparty
or some particular reason or purpose. Alternative collateral may be substituted or
exchanged for the collateral that was originally posted provided that both parties agree

(0 thrx tasstitutior. and that the substitution or exchange is made on the terms adp.icable
cliragreament. When collateral is substituted, the alternative collaters! mus: meet all
¢ rogirements outhined above. Further, the value of the alternative coilaieral, after the

applicadion of halreus, wmast be sufficient to meet the margin requiremer::.
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Element 5: Treatment of Provided Initial Margin

Because the exchange of initial margin on a net basis may be insufficient to protect two
market participants with lurge gross derivatives exposures to each other in the cuse of one
Sirm’s failure, the gross initial margin between such firms should be exchanged. Initial
margin collected should be held in such a way as to ensure that (i) the margin collected
is immediately availeble to the collecting party in the event of the connterparty’s default,
and (i) the collected margin must be subject to arrangements that protect the posting
pariy to 1he extent possible under applicable law in the event that the collecting party
enters bankrupicy.

39.Initial margin should be exchanged on a gross basis and held in a marner consistent with
the rrirciple ahove.

40.The collateral arrangements should be effective under relevant laws and supported by
periedizallv updated legal opinions.

41.Casn and non-cash collateral collected as variation margin may be re-hypothecaied. re-
pieaged or re-used

42.Except wnere re-hypotnecated. re-pledged or re-used in accordance with paragraph 43
belew. cash and non-cash collateral collected as initial margin should not bs re-
hypoatheceted re-nledged or re-used.

43.Czsh and non-cash collateral collected as initial margin from a customer may be re-
hysothecated, re-pledged or re-used (henceforth re-hvpothecated) to a third party only
for nurnoses of hedging the initial margin collector’s derivatives position arising out of
transactions with customers for which initial margin was collected and it must be subject
:0 Londnions el proiect he custome:”'s rights in the collateral, where applicable. In any
eyl LhC up0aapproval fron: SAMA on a case by case basis, the cusiomsr's co!lateral

moy feee-lypottecated only if the conditions described below are met:

b

non, 25 pan o7 its contractual agreement with the initial v argin ~ollector
Gisclozure 1') thz initlal margin collector of (i) its right nz: 0 permit re-

AY ation ar (i) the risks assaciated with the nature of the customer’s claim to
1 re-hypotaecatzd collateral in the event of the insolvency of the initial margin
~UnSalLl O e 1Al party, gives express consent in writing to the re-hyporhecation

EETT I, el T L —r—
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of iis collateral. In addition, the initial margin collector must give the customer the
option to individually segregate the collateral that it posts.

e The initial margin collector is subject to regulation of liquidity risk.

o Coliateral collected as initial margin from the customer is treated as a customer asset,
and is segregated from the initial margin collector's proprietary assets until re-
hvpothecated. Once re-hypothecated. the third party must treat the collateral as a
customer asset, and must segregate it from the third party’s proprietary assets. Assets
ceturied 1o the initial margin collector after re-hypothecation must also be treated as
~wsterer assets and must be segregated from the initial margin collector's proprietary

LECEC!S

e The collateral of customers that have consented to the re-hypothzcation of their
-oilateral must bz segregated from that of customers that have not so consented.

o Where initial margin has been individually segregated, the collateral must only be re-
vpotherzied for the purpose of hedging the initial margin collector's derivatives
osition artising out of transzctions with the customer in relation 1o which the
ollareral was provided.

e 'Where in'rial mergin has been individually segregated and stthsequently re-
“yoothecared, the initial margin collecto- must require the third party simitarly to
segregate the collateral from the assets of the third party’s other customers,
co.nterparties and its proprietary assets.

o Pretection 16 given to the customer from the risk of loss of initial marein in
crreimsiances where either the initial margin collector or the third party becomes
mnzolvent and wheare both the initial margin collector and the third party become
insolvent.

5 ere the ininial margin collector re-hypothecates initial margin, the agreement with
cipient of the collateral (ie the third party) must prohibit the third narty from
rter re-hypothecating the collateral.

o olizreral e re-hypothecated, the initial margin collector must notify the
5 Frhei fact. Upen request by the customer and where the customer hes opted
ual segreaation. the initial margin collector must notify the customer of the
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amount of cash collateral and the value of non-cash collateral that has been re-
hypothecated.

© Collateral must only be re-hypothecated to, and held by, an entity that is regulated in
a jurisdiction that meets all of the specific conditions contained in this section and in
which the specific conditions can be enforced by the initial margin collector.

e The customrer and the third party may not be within the same group.

o The initial margin collector and the third party must keep appropriate records to show
that all the above conditions have been met.

44.Banks should disclose the level and volume of re-hypothecation as required in section
“Reporting to SAMA™ below.

Element 6: Treatment of Transactions with Affiliates
Transoctions between a firm and its affiliates should be subject to these ivitial and
variation nicrgin requirements.

45.Banks should apply standardised schedule-based haircuts as defined in Appendix B for
transactions between the bank and its aftiliates.

Element 7. .niecacdon of National Regimes in Cross-border Transactions

Regulvtor: recinmes swould interact so as to result in sufficiently consistent and non-
duplicative rogulitory margin requirements for non-centrally cleared derivatives ucross
Jurisdictions

46.These margin requirements are applicable to legal entities established in Saudi Arabia,
whicn includes locally established subsidiaries of foreign entities. in relation to the initial
and variation margins that they collect. SAMA may permit a bank to comply with the

marzin irements of a host-country margin regime with respect to its derivatives
Lot wed that SAMA considers the host-country margin regime 1o be
GoTmsten margi: requirernznts describad in this framework.
47 or diari Sandi banks in host jurisdictions, they should follow the requirsments
of' 5
48.A b T 0l the same legal entity as the headquarters: it may be subject to either
ne recnirements of the jurisdiction where the headquarters is established or the
Version . Date of Issuance “age Number
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requirements of the host country. Foreign Bank Branches (FBB) operating in the Saudi

Arabia should be deemed compliant with these requirements if:

e The FBB is required to comply with, and has complied with, the margin requirements
of that foreign jurisdiction (home regulator) that have been implemented through
Pubisied laws, rules or regulations: and

e 1he FBB has documentary evidence that the margin requirements of the foreign
Jurisdicion (home regulator) are comparable to SAMA’s or BCBS-10SCO"s margin
requirements for non-central cleared derivatives.

Element 8: Phuse-in of the Requirements

These requirements are phased in so that the systemic risk reductions and incentive
benefits are appropriately balanced ugainst the liquidity, operational and fransition costs
associafed witl implementing the requirements.

49.These reulrements are applicable in a phased manner from | Septembir 2016 as
desrrited in Mergin requiraments for Non-centrally Cleared Derivatives paper issied by
Basa] “mittee on Banking Suservision (BCBS) and Board of the International
Organizaion of Securities Commissions (10SCO)!.

50.The remaining nhases —at the time of issuance of this document- to apply the requirement
to exchange rwo-way initizl margin with a threshold of up to €50 million are staced as

follows:

v sram . seotember 2021 to 31 August 2022, any covered entity belonging © 2 group
wRosz sggregale month-and average notional amount of non-centrzlly cleared
aervantives for March, April, and May of 2020 exceeds €50 billion will be subject to
the requirements when transacting with another covered entity (provided that it also
veas cha condiiong.

e L Imrticnd oasis e from § Seplember 2022), any covered entit; be.ongiigtoa
.t whose aggregate month-end average notional amount of non-centraliy cleared
criveives fur March, April, and May of the year exceeds €8 billion will be subject

¢ ieduiccaenis described in this document during the one-year period from |
Do Loac year to 3. August o the following year when transaciing with
C SOV SIS SRLLY {provided hal It &.30 meets that condition). Any coneraa entity

"Macyi £ : 3 Desivatives (hupsyiwww bis org/bebs/publ/d499.pd i
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belonging to a group whose aggregate month-end average notional amount of non-
centrally cleared derivatives for March. April, and May of the year is less than €8
billion will not be subject to the initial margin requirements described in this
document,

51.For the purposes of calculating the group aggregate month-end average notional 2mount
for determining whether a covered entity will be subject to the initial margin
requirements described in this document. all of the group’s non-centrally cleared
. derivatives, including physically settled FX forwards and swaps, should be included.

52.Initial margin requirements should apply to all new contracts entered inte durine the
g ppl} g
periods describzd above. Applying the initial margin requirements to existing derivatives
contracts is not required."?

Reporiing to SAMA
53.All Benlis should report relevant initial and variation margin details as nrescribed in
theee reauirements in SAMA Q17 returns.

* Genul 2nts 10 existing derivatives contracts do not qualify as a new derivatives contract Any amendment that is
intended 10 ¢ an existing derivatives contract for the purpose of avoiding margin requirements will be considered a new
derivative

. . . ‘ersi Date of Issuance Page Number
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Appendix A

Standardised initial margin schedule

Asset class [nitial margin requirement
(% of notional exposure)
Credit: 0-2 vyear duration 2
Credit: 2-5 vear duration 5
Credit: 5+ year duration 10
Commodity 15
Foreign exchange bos 6 —
Interest rate: 0-2 year duration { 1 o
= Interest rate: 2-5 year duration 2 N
. [nerestrate: 5= yearduration 4 B
Other = - ol o £S S
Version I Date of Issuance Page Number
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Appendix B

Standardised haircut schedule

Asset class

Haircut
(% of market value)

Cash in same currency 0
High-quality government and central bank 0.5
securities: residual maturity less than one year ]
High-quality government and central bank
securities: residual maturity between one and five 2
High-quelity government and central bank :
securities: residual maturity greater than five years - o
High-qualitv corporate‘covered bonds: residual i
- ___maturity less than one year _ B ) ) -
Hizh-quzlity corporateicovared bonds: residual
ma‘urity greater thar. one vear and less than five 4
High-quality corporate\covered bonds: residual 2
maturity greater then fiveyears ¢ -
Equities includad in major stock indices ) 15 -
i ’ S SLLE — — l 5 = T
Acditional (addit’ve) haircut on asset ‘n which the
currency ofthe der'vatives abligation differs from 8

ht of the soltateral asset
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