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FSA responds to IBA Japan comments on the draft revisions to the “Order for Enforcement of the Financial Instruments and Exchange Act”, etc. and the

“Comprehensive Supervisory Guidelines for Financial Instruments Firms”
(in relation to electronic OTC derivatives trading platforms; published on November 19, 2014)
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BFMEIEEEEXRENONBERZRTTAREIBO—METIEE. FFELIC, | REIROARFBO—MOAZEITIHEICIFBFETEL
BTG EEEEELL TOBRERELNSERTEND, ERETH. ERSNILBNEZCELLTREMIZH
B EBETUNATIOENET>TOELERY, SEEBRETECHhIELHA | LT ARENSZETREIRBEBERHFETOTNS
SHELTHS 8K 6| THED FARTHHEEOONDEEICIE., TRERIGIEZESFEL
=H3) When a provider of an electronic trading platform outsources part of the publication CTOERILBFERT )/ \TAIMEIFHARFELT

Item 6g(3), Article 8
of Cabinet Office
Ordinance on
Financial
Instruments
Business, etc. (COO)

of OTC derivatives transactions, is our understanding correct that the outsourcee is
not required to register as a provider of an electronic trading platform?

Reason: We would like to confirm that it is not necessary for afirm to register as a
financial instruments firm unless it engages as an intermediary of OTC derivatives’
transactions.

DHFTDERGFEIKROHLNET , (No. 23)

It is not necessary to register as a financial instrument
firm when the outsourcee engages in only part of the
publication of OTC derivatives’ transactions. But if the
firm is recognized as playing a principal role as a provider
of an electronic trading platform (and this should be
judged about whether their role is a substantive part of
the business) the firmis required to register as a financial
instruments firm or to obtain permission to be an operator
of an electronic OTC derivatives trading platform.

EHEFHFRT8E6
Sh(4)

Item 6g(4), Article 8
of COO

BEEELOIMEIFBEEIELT. EOISLTRHEMKRDHONLIDH,
EEZDSMEBLLGDIEHELLTEELTLWSEELHNIK, THRULM 20N,

HE: EFWGIRBEIRTIOICEDOISILBEHNREINDIOINERT 5120
Please clarify what sorts of descriptions are usually required as part of the “criteria

for the commencement of transactions with customers”. Please also outline if there are
any conditions required to become a provider of an electronic trading platform.

Reason: We would like to confirm what requirements will be put in place to use the
electronic trading platform.

BEFIGIEREER

EEEFHFRT8E6
Sh(4)

Item 6g(4), Article 8
of COO

TAEDOEERAEIELT, EOLILREAKDHONLDN,
Bl XBAEREORBFEHEOHEZD:-OH

Please clarify what sorts of descriptions are usuaIIy required for a “customer
management method”.

BEESICBWTIE, MG ORHEEHERTIEOH AN
5, SOICEKRHLBEHERETHEIETFELTOEEA,

1oLt IFREDIGIFREEICIEEDEEA LD
WTIE, ABEREIET IR EFHG I EREEESE
DEHLIEMEN =T REREORAERE BT
FHEEIFLOHELI-RE N ROONDEZZONET . (No.
31-32)

The FSA does not currently plan to stipulate any further
specific requirements, as it would like to ensure a flexible
business approach.

We believe as part of the “criteria for the commencement of
transactions with customers” and the “customer management
method” an operator of an electronic trading platform will
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Reason: In order to confirm items to be included in the Business Rule. be required to give descriptions about the standards it
imposes on participants and about appropriate methods
to identify customers in order to execute transactions
smoothly.
SKEVCIE IR ZEBERICART SAE1LF. EFINEGIEROFAE (BRI | TEEODEBYTT,
LTARINIEE ARISHLTART DR EIFBNENSERETELAD, SREAERICATTEIHEIOIAE . SNEROR
HE: RAELD-O 5{EE DB R £ EMIBGREOR LN EGERGIDOFKE -
Is our understanding correct that “a method to publicize quoted and traded prices to FI2KY, B E‘I DRIEM-BRAMEZHERT S-HDLDOTH
customers” means that it is necessary to publicize to users of an electronic trading 516, VT HAMEFETO—ROKRERODHLDTIEHY
- .o platform (i.e., customers) but not to the general public? FEHAD. TRTOBERFICHLTHATTHIENABELLY
%Eﬁ(f%ﬁﬂ 8%6 Reason: to clarify the requirements. F7 . (No.33)

Item 6g(6), Article 8
of COO

Your understanding is correct.

“Publicizing” quoted and traded prices is required to
ensure fairness and transparency of transactions by:
enhancing transparency of prices among participants,
maintaining market discipline, and detecting and
restraining unfair trading. It is therefore not necessary
to publicize to the general public through a website, etc.
but it is required to disclose this information to all
customers.

EEEERTB8EK6
SK7) (ii)

Item 6g(7) (ii),
Article 8 of COO

HﬂgHﬂﬂﬁ@zﬂ&i?’izﬁ&bf%ﬁ%@?ﬂﬁo) S IICE DI ERAWNSAEICKDIGES

RH(BEADIIELE, EFIWEIEE LTI RARTITIZEN R DO, ;0)
B, EFIGIEBERLEENRARTO—H—ELTRBEMHNTEIELHFEINDE
WSERBTEWD, T BERLI TEERARICKYRBTEHIELFINDELSE
BTELD,

RIZ. BEERIL TEERMRICKYRBET OGS . BRIE. KIFOERRESTE
5IOANE (BEIHEF- HS(EHEE*%)Esa%HﬂélgﬁJ:T¢li()\jJ)d'hliEU6( L))
BIEVDHEFEANILZIT-KREREZIZDOLVTEFREIEAR F TANTEHENLLY)
EVLVSEBTEND, THHh5, EFIEIRBEEEEL. TBEEMNIEFLLLIZFIE
FHLICERUVZFDREICHRICR RSN - REEEFIRTLUI=CEIIDOWTHERT 5%
HIEEHNEWSIEBRETERLD,

A EHEOBAEEICEL, ROSNIBIEDEZRDT=5H

Where prices are determined “by negotiation between customers”, isour
understanding correct that it is permissible to negotiate (requests for quotes

CEEBOLEY. MEIEEDOREAELLTTEEOMMDIR
BB IIERERWDHEICEDIGEE. KB BEADI]
BLV%E. BFIEIER LTI RAIRTITHITENR
'51’1. O EFIMEIEBEELEENRIRTO—H—&
RBEMNT D ELFTFINET,
T—T—L, BAERLT TEERARICLYKRGSETHEE. K
[CEEEMNIEBELULDSIELEITozELTH, %h’r’f%o’c
BFEHRUEEBOEREBRZEL-ILCERYFEE
/u L,T—7§\'3’C BER L TEERARIZKYRBETo
B BEENSBEULDSIEVLIENEILDHERDET
li%?ﬁﬁIgﬂ%@"é"ﬁ%‘liliiCiﬁ/\mf BEFEGI AR
EEXEBLIEBFLULDFIEVETOIBLENHYET,
(No. 34)
Your understanding is correct that where prices are

2
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(“RFQs”) to at least three parties) through a voice system instead of an electronic determined by negotiation between customers, the
trading platform? And in such a case, can the provider of the electronic trading negotiation (RFQs to at least three parties) through a
platform intermediate the negotiation through a voice system? Alternatively, can the | voice system instead of an electronic trading platform is
customers negotiate directly with each other through a voice system? permissible and the provider of the electronic trading
When customers negotiate directly by a voice system, is our understanding correct | Platform can intermediate the negotiation as a voice
that the requirement will be met if the customer declares (i.e. inputs) the details of broker.
the transaction (i.e. counterparties, transaction value) was concluded after the But when customers negotiate directly with each other
negotiation in the electric trading platform (i.e. it is not necessary to input quotes, through a voice system, a customer would not have
etc. received from other counterparties to the electric trading platform)? This would | satisfied its obligation to use an electronic trading
mean that the provider of an electronic trading platform s not required to confirm platform even if the customer made RFQs to three or
that “a customer has sent RFQs to three or more counterparties and at such time quoted more counterparties. Insuch acase, the provider is not
prices in which were displayed in the order book were indicated”. required to establish whether a customer has made RFQs
Reason: to confirm the requirements concerning price transparency. to three or more counterparties, but the provider needs to
dosoitself.
5 fiH&DREFZELTIBEEDORDO RS IICEILKmEEANSHEIZLDEE EEEE 40 FOT7FE 1BFICHTAHIEET)NT14THR
2. 8BE 405D 7F L EOIEFHFERUEBMABZEALTITHRITNIEGSEL, | | SIZ0EFEOAICHIIEFHERUEBMABZERILTE
ELSBRBEER-TOHICIE. BEIE. EFIGIER ETRIZTOIDBELHDIDMN, — | BT UNTAITWBIFETITEEIL, [EEETUN\T4THE|
FEBENRSHEREBETFIEIERICANTNERYLDON, Théd, —ALEE | OXBORICHTIEFIRRULERBICHS T, BE5HE
PIRBEREEFISIRBICAAL. HFALEENTNEZEFIMEIRABR L TR | SIORHRFLITTIEEL [FBETIVNTATIWE2Hh M B
SRS 8 & 6 (R TEDDENHLDH, .‘ﬁ’\JSDEEE;?‘;E#H:OL\’CW?&E—éﬁléﬁé:&bfs}t&)%h
217) (ii) HE: BEENETIRNESREOAREHERT S0, BZE%ETRLET . (No.4)
Item 6g(7) (i), Where prices are determined by a “negotiation between customers’, what action is a To conduct OTC derivatives transactions by “using an
Article 8 of COO customer required to take when using an electronic trading platformin order to electronic data processing system developed for OTC
meet the requirement to “use an electronic data processing system” as set forth in derivatives business” as set out in Paragraph 1, Article 40-7
Paragraph 1, Article 40-7 of the FIEA? s it sufficient if one of the trading parties of the FIEA, transactions not only have to be recorded but
feeds the negotiation result into the electronic trading platform? Oris it necessary | they alsohave to match the major elements of an OTC
for a counterparty to feed the negotiation result and the other party then approves derivatiye transaction through the electronic data
this on the electronic trading platform? processing system.
Reason: to confirm the requirements with which customers must comply.
SRS K 6 TEE_@O)FEO)&*;%JI:OL\’C\ ;utw@w%ﬁ@t:ﬂtrﬁﬁ#x@Eﬁ_ﬁ@’iﬁﬂ@ é’léﬁ%#}l& E{LLJ_:O)%’\FQ—?"LEEO)%%E—*&)Jé?@’G_@
2107) i) ?%m??k?sbf:t:\& *E%ﬁb‘ﬁﬁﬂéiﬁmbﬁb\ofziﬁélzl& AlEhOBEEICKE | Y. :*Lbo)%b‘é’lEﬁ*bl:ﬁﬁbf%ﬂ%l:iﬁﬂ@%m?ho
ttem 6g(7) (i) DIRTERDDVBEDH DD, CEELRDHDLDTHEBYFEEA, LA T, thDEE
) . . =3 Et =EG = B4y -2 vHY
A8 o COO B BEEDOR-D, [T LTERATT RIEER T OREDRRERDI=IZE D

Regarding “negotiation between customers”, where RFQs are made to three or more

HoT IRTRHALEASIIERICIE, SHITHDBEEA~KRDD
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customers, but none of them has indicated quotes, is it necessary to request quotes | B E(IHYFEE A, (No. 35)
to other customers? This requirement is to make a “request for quotes” to three
Reason: to clarify the requirements. or more parties and is not a requirement to receive quotes
from those parties in response to the request.
Therefore, where the provider has made RFQs to three or
more customers and none of them has responded, the
provider is not required to make additional requests to
other customers.
Wh BT IVTTURIr— LR ELDEHE. BE (EFIGIEBREEEE) O | LWhWEI VT IILTIVRI+r—LBRICEWTETIILFTS
[C2#H DEFICEIZFEVENTNRIEIVOD, Zhet TZLEILFBR (BEFWEIR | v I+—LRRERZFDOMEDEREDOHEREFIN KDL
SRS 8 & 6 BEEXE) FEFLL DL, NETOT. [ZFBLEICEEEFIEENEE A (No. 36)
'é:(7) (il HRRSORAE: ¥ BAfEIE D=8, “Three or more” does not include the provider of the
Item 6g(7) (i) Where a “single platform” system is adopted, is our understanding correct that it is electronic platform; the “single platform” system is
Article 8 of COO sufficient to make RFQs to two customers apart from oneself (i.e. the provider of an | "€duired toensure the same level of price transparency as
electronic trading platform)? Or does “three or more” exclude oneself (i.e. the amultiple platform system.
provider of an electronic trading platform)?
Reason: to clarify the requirements.
IEUEDMOBEREIN. BEVNNCHREHE, FRUSXEIFRSHZFOFRUFOE | CEBBOLEYTY,
BRICHDELFEIND, EDTHTLLD, EAEOHERBIEH, VDO BT L —T RS-
HE: KECFTCHAHICENTIE. CORBFBRIN TG =6, fERSETIELD NEMIHMDLT . EFIGIERICEOVTEEOFEX
D, FRBICEDSNTEYELDIZEIENEITIRELDEE
Is our understanding correct that “three or more other customers” includes customers | AN B=EMD, "Efﬁ&@ﬁi%g_ﬁwf“iﬁ/‘/o tfi}A =
~ o s 4 | Whohave mutual relationship including parent companies and their subsidiaries, or BMICRTRI—DERERTHALIGHZEICE. BEIEER
ffﬁf%ﬁ“ 8K 6 | subsidiaries of the same parent company, etc.? ElFHYFEH AL (No. 37)
=H) i) . Reason: to confirm whether or not such a case is permissible. (It is not under CFTC Your understanding is correct.
,IAt(retimcléegchf(l(lj)bO regulations). Taking account of the market size in Japan, there are no

specific restrictions on the parties who can be included in
“three or more other customers” requirement. Requests
for quotes through an electronic trading platform should
be made to appropriate parties based on customers’
intent or interest regardless of whether they are ‘group’
companies. But a party which is virtually integrated with
the provider is not a different customer.




16 December, 2014
International Bankers Association of Japan

# EEIELI ER-E¥% / |IBAJapanComments FSA [E1% / FSA Answers
PTS (B A EELRK. [BEEDEZNFBITVELBZEORMUAERINEZAE | EFIEIEBREEXEICK. BEORNTETNELE
EDRBBIHELINA TS, EFIMEIEBEELBICEDLOIGEFIANZHFLTLY | BEIC, BZIEIOEFZFITRENELDEDLNELS.
200, EFIMEIEBEEEENRETLIEFIGIER L CEZNOMEE BIT) AT | DRISHUT 57O DXt N A% FR/TICBAREIZT 5L
OB LOD . TDHROBHOBITEBICEFIGIEBEEXENBEETIDOEFE | ROLIWTEYET,
TGN, IR MEIANFERETERSNGN o158 EFIGIAREE | p mE|ABERECEEINEN-BE OIS E
KRBT, EQSSURLTENEZLNLDM, [2DVTIE, TiRRERE (EFIMEIRBOEELELLD
SRR ERS 8% 6 | B BEDORELDEH, BE. ZRAAEEE. FERESF) ORMICEWTEE-RE
10 = H(10) We understand that “Methods of Responding to Cases of Default by Customers” must be FTHIENBEYIEEZET . (No. 38)
ltem 6g(10), Article included in the Business Rules, as in the case of the Business Rules for a PTS. What A provider of an electronic trading platform is expected to
8 of COO kind of role is a provider of an electronic trading platform expected to play? We clarify policies in advance and to respond promptly to
think it will be difficult for the provider of an electronic trading platform to be cases of default by customers, in order to avoid any
involved in enforcing the contract although of course the contract will be concluded | confusion to the counterparties of transactions.
(i.e.executed) as part of the electronic trading platform. For example, where the For transactions that are not centrally cleared, responses
tr_’ansa?ctign is not centrally cleared, how should the provider respond to the should be coordinated among the market play(’ers
situation? including: the provider of the electronic trading platform,
Reason: to clarify the purpose of the requirements. its customers and outsourcees, and the clearing
organization.
[RAEGERSIDHIEDHEZDMOEG IO A EDHERICONT, EFIGIERE | [ FAEGERSIOMBLEDAEZOMDERE|IDNIEDIHER]
EEXEN. F1EEHEETTHO (EBEEICKBLAGV)EBETIATATEREIZDLY | [2OWWTE FEORNBERUVAEICETLSIEETHY. B
T FAAELZEEINEINEFIVITEDIERETIIGELD, EAMIC. EQLIGE | FREIEREEZZOHEHERNDOIS I THIIFEEET")
BT UNTAITWEIZT RAERERE IEBELTNDDH, £z, MEIOAEEERT | NTAITWEIZRLNET,
DEFEL T, EQSSBAHMERELTLEDOM, FAEHEMEIEIE. REEEE 157 £IBIFLATNDE
HE: EFRGIEAREEXBICEEONLIEZHBORELDT-O, BY FIRIETTFINTATREIFITONT, FEDFE. 5t
SEEZEMS 8 5 6 | For “Methods of Preventing Unfair Trades and Ensuring Fairness of Transactions”, we B X (IHIFESTHIEIEENER B*L%?'o EJ/=N Hz?l@
SH(13) think it is difficult for a provider of an electronic trading platform to check whether | AIEZHERT HAHIEL T, BARMICILA R LICTRESN
11 ltem 6g(13), Article | OF not OTC derivative transactions between Type 1 financial instruments business SEILTADLEARGIFELHYET . (No. 39)
8 of COO ’ operators (which do not fall under financial instruments business) are conductedina | “Methods of Prohibiting Unfair Trades and Ensuring Fairness

fair manner. Please provide some specific examples of OTC derivative transactions
which the FSA considers to be “unfair”. Also, what kind of framework does the FSA
consider will ensure fair transactions?

Reason: to clarify the requirements for providers of an electronic trading platform.

of Transactions” is an item in the required description of
business operations and their methods; they are limited
to OTC derivatives transactions which are within the
scope of business operation of a provider of an electronic
trading platform.

“Unfair Trades” includes (as set forth in Article 157 of the
FIEA) using wrongful means, and schemes or techniques
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with regard to Derivative Transactions, etc. A framework
for ensuring fairness of transactions includes a framework
for preventing acts prohibited by the law.
TSI DAEDERICKBRBITEBIIEENDIDM, ERYITRBICOVTIE., FESE 60 &0 14 RUEH
e EFHGIEBEEEEREONIEBOBREILDOID, AEATE 16 &0 6% 1HE 2 SORE-HL T
R o A2 = 4= 3 - —_
Does “Ensuring fairness of transactions” include duties of best execution? ’i?’ 40 =0 2 (ﬁﬁﬂﬁﬁgg) b:_'iﬁgéhfl'%‘““t
SEEERS 8L 6 . . . . . Ao, TIEIOAEDNERICRERATEBEESENFE
= Reason: to clarify the requirements of providers of an electronic trading platform. A
FH(13) - (No.40)
12 Item 6g(13), Article Duties of best execution set forth in Article 40-2 of the
8 of COO FEIA do not fall under the duties to “ensure fairness of
transactions”. Article 60-14 of the FEIA and Item 2,
Paragraph 1, Article 16-6 of the Order for Enforcement of
the FEIA does not incorporate these duties into
regulations on providers of electronic trading platforms.
HEREECEVT ALFRTYTD>5  ZELEIN, hD. KBHHITHENTHIE | [[EETUNATAITHEREHOIIRFARIBENVTER
BN+ HIEMRIC. HRERELTIEE LY, WEZBLTEESNOMEIEMRET HIEMNEH SN
EROBANS. KE CFTC HADBIASL FIA L MEIOBEE . SRR, | TLEh, BRGNS QBAFISONTIE.
VB, ZRSFIIEE. BRGE. BB RERESORB AN BT | BETRTHEETOFETT . (No. 12-13)
ToTIESETLY, The “OTC Derivatives Regulation Review Panel”
Fo AT HOH IS, RU. BETANEYTHEE (Bl TEFHRTy7) | concluded that itis appropriate to cover transactions
= EREIET DL EE RICEBNTHRREICLTIEET-0) cleared through CCPs. The exact scope of covered
) ) N mee ) A - e . transactions and certain other matters will be specified in
 NCE L HE: EEEINTEST. TGRS+ TGV EREEFONRELIZGE. afuture Public Notice.
195 20> 7 5 1 g | FEREBRE 1AL 6 SH7)OTMS| it DRE A =1L BT MBI EM LT
13 L= BI8ITT 5o LIIEETHY ., BRETIB TOMS I EEMT SR EBYD L,

Paragraph 1, Article
125-7 of COO

We request that products subject to the regulation (and set out in the Public Notice)
should be limited to standardized yen denominated interest rate swaps with
sufficient liquidity in the market.

We therefore propose that details (including commencement date of transaction,
period of receiving and paying interest rates, index for floating rates, computing the
number of days, maturity date, holiday convention, etc.) be appropriately specified.
This would follow the CFTC example.

We also request that some products should be exempted explicitly in the Public
Notice - those with features as options and those whose notional amounts fluctuate
(e.g. amotizing IRS, etc.) .
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Reason:

When non-standardized products which lack sufficient market liquidity are subject
to the regulation, it is difficult to execute transactions through an electronic trading
platform in accordance with the “Methods for Determining Trading Prices” as set in
Item 6-7-(7), Paragraph 1, Article 8 of the Cabinet Office Ordinance. This would
therefore mean transactions would practically discontinue.

14

EERFRTH
125&0D 7% 118

Paragraph 1, Article
125-7 of COO

WMEID—EIEFEDORREGIEMEZT, LB\ r—IUmE] ] (FERIZHIR)
[2DWWTIE, REEHIOBEITE AL TRENELTIEERLY,

Bl HIZE, FTENT/ v 7r—CEEELTRESNS,

swap curves (package of two swaps of differing tenors)

swap butterflies (package of three swaps of differing tenors)

swap spreads (government securities vs. swaps typically within similar tenors)
Invoice spreads (Treasury-note or Treasury-bond futures vs. swaps)
cash/futures basis (Eurodollar futures bundles vs. swaps),

offsets/unwinds

delta neutral option packages (caps, floors, or swaptions vs. swaps)
mortgage-backed security basis (to-be-announced swaps (agency MBS) vs. swap
spreads)

[\ —U BB EFERNICRBOXNRET HEICIE, G| DOEHZELS-0. 5
SmE. EFIGIEREEXLT53E0. RU. CEEEFERBORMRIZLDHIHEE)
FEEREOER - AGIKREBEZATEEICHETRELDEEZS,

We propose that “package trades” (examples are mentioned below) which include
products subject to the requirement as a constituent element be exempted.

Reasons:
The following cases are considered as “package trades”.

swap curves (package of two swaps of differing tenors)

swap butterflies (package of three swaps of differing tenors)

swap spreads (government securities vs. swaps typically within similar tenors)
Invoice spreads (Treasury-note or Treasury-bond futures vs. swaps)
cash/futures basis (Eurodollar futures bundles vs. swaps),

offsets/unwinds

delta neutral option packages (caps, floors, or swaptions vs. swaps)
mortgage-backed security basis (to-be-announced swaps (agency MBS) vs. swap
spreads)
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When “package trades” become subject to regulations , we believe implementation
should be carefully planned to avoid the interruption of trades, based on the state of
preparation of market players, providers of electronic trading platforms and CCPs
(in the case of mandatory clearing).
BEAOED7EI1EOMEHEIEBETUNTAITBEIZTIHEICITIEVSXENS, | EFHFRUEBHEBOFERAERZEOXRELDESIIZDNT
BEFERS | DR, —ERERH. RU. EBHERX EFAEFD 7F 1EICHET IR | (L. BRG] ORECREFNDRICEH . EFHHRLE
BRSTEDDILDITHZALLGL, EOEMFTIELLD, HBOEARBORMRTHLIIME D F=ITIThNLE
B EMFAE 125 50 7 % 2 BIIBN T RS LAVEEIELTHRSA TR | ASBRICE, SREGIFETRELERBOERESE

o =8 . ZDT-HHERIE TIELLOD, DRREGTYET , (No. 16)

125%M 7% 218 | Isourunderstanding correct that the phrase:  “where a specified OTC derivative A transaction will be required to be traded through an

15 Paragraph 2, Article transaction is entered into” in Paragraph 1, Article 40-7 of the Cabinet Office electronic trading platform when, in light of the specific

125-7 of COO Ordinance, means that the cancellation of existing contracts, partial cancellation, circumstances of the transaction and its economic effect,
and modification of contract conditions do not fall under this provision? it can be said that a new transaction which is within the
Reason: to confirm that Paragraph 2, Article 125-7 of the Cabinet Ordinance does scope of covered transactions is conducted.
not clearly stipulate that cancellation of existing contracts, partial cancellation, and
modification of contract conditions do not fall under the category of specified OTC
derivative transactions.
BHOTHESMEMERRELIZR—rI+YA -0 TLviar-—ERBIZIE, | TAvTLyiar -4 —EXIEOEARMABTHHALHNTIE
TriOptima ftDR—bT+ YA -3 TLyiar - —EXTH S triReduce) (T 1) | HYFERB AN, A0 TLviar -H—EX IFDORIRLNID
ROEBEDFAED-OIZEHTHHBEOREMSIZ. EZF 40N 7F 1IBICHETS | WTIE. EFWEIEBOFERICKYROHONDEE| D) FEH
AERSTEDDLDITHZRALLGVLDELTIEELY, HOBRCEEETEBFOMDIEET)/N\T+TEEI3]
Bl BROILTLyiar - $—EROSEHIETL. SRFROREmS|£, 257 | BT IBMBNELEORFAZTL BEICHLTET
S 8 &% 1S 6 SN7) OGS ORE S & IRV EFRE £ B L chEIH | THRETSFOHLER>TCFETT . (No. 18)

LEEEHFAE A9 5ZLFREgETHY ., METDYRVEIFEBRHULI-FR—ko4)4-a>F Ly 3> | Although itis not clear exactly what “portfolio compression

1250 7% 218 ZEE DB IZ8HLER LY L, service” encompasses, the FSA intends to continue to

16 deliberate on how such services should be treated. This

Paragraph 2, Article
125-7 of COO

We propose that new substitute transactions to adjust risk values using a portfolio
compression service for two or more market participants (e.g. triReduce, a portfolio
compression service provided by TriOptima) not fall under transactions set forth in
Paragraph 1, Article 40-7 of the Cabinet Office Ordinance.

Reason:

Under the current practice of the portfolio compression service, it is difficult to
execute new substitute transactions through an electronic trading platformin
accordance with the “Methods for Determining Trading Prices” as set in Item 6-7-(7),
Paragraph 1, Article 8 of the Cabinet Office Ordinance. Imposing such a

will include how transparency of transactions can be
ensured and how these services should be treated under
other OTC derivatives regulations such as the central
clearing requirement. The FSA will then take any
necessary measures, including specifying these
treatmentsin a Public Notice.
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requirement may practically discontinue portfolio compression services which aims
toreduce risks in the market.
BEFIGIEBOEARBENIREINLIE—EEREMRIG I EEX I ZZERMMELL | EFNEIEBIARBORMBANC. FEEPRBFO/EE
T.BETARDEFTEEDTFHEED 6 KAULDELESNTWSH, ZUOBFALE | TUNTATWMEIIZEZRDIEETAZEDSETEEL 3,000 &
EZBATLSOENZIRIET DDIXRHETH A6 BFEEFREHF LR, £@T | ALEDOFEDOURANMIDVWTFHBTOHR—LR—U ETH
[CELVTHREZARLTIELLY, ARV FESNTEY ., EFIEIRBOFAEBARE
B EFRGI RBOERBBEHIONIENENEREE I RECHETZORE | 3, cOIEO—MOFITRONSEAE 2 DH5I ORI
HTHB-0, HRITNIERYDEEZAONEILEEIL, BRRUXED
2pEEER4S 125 | Accordingto the regulation, a Type 1 financial instruments business operator or a BEZISFERBYFLA. (No. 7_) _
&g 7% 218 320 | registered financial institution whose average notional amount is JPYé trillion or For the purpose of the central clearing requirement for
17 more is required to use an electronic trading platform. However, it is difficult for OTC derivative transactions, a list of Type 1 financial -
Item 3b, i financial instruments firms to fully understand whether the average notional instruments business operators and registered financial
Paragraph 2, Article | 5ount of the other counterparty to the contract exceeds the threshold. institutions whose average notional amount is JPY300
125-70fCOO Therefore, we request that the FSA publishes the firms subject to the regulationas | billion or more will be published on the FSA website prior
they have also done for mandatory clearing. to the implementation of the requirement to use an
Reason: electronic trading platform. Because firms subject to
R . Lo . . . the requirement to use an electronic trading platform are
It |s_d|ff|cult for ea_ch fmanaal_mstruments firmto dgtermlpe onits own whether limited to a subset of this list, and it is considered
their counterparties are required to use an electronic trading platform. sufficient to check the status at the time of each
transaction, the FSA does not plan to publish a list of
covered firms or amend the provisions.
BFIEETINTATRMEIFEXBOHANUINNSRF -EBOABRUAZZIIH) | KEOEINEDENEOTIHED—KEICEREL. #ESE
NEOFHEEZEL. ETARETHGYDEDKRR - EFFLRAETHIEETEHRLLTYY | O SEF ENDOHAEOEFIGIEBEEEEHICSATSH
5, BIZIE. ERETORBHIVTSATURAPEFEORDRERLLEL. KBV | ENBRBELE LS. BFIEBETINTAIWMEIFFa £
MIZTBEWTEELTWSEFERGIEREESE (SEF > MTF/OTF) AMERIICHEBEFR | OFAGIELZEELI-ECATY, 5IEkHhE. BRI
EETEHERILRBRINDLSLHIEZ. EFRHLBETOERERN—XRIZBERL | ORAMICATERETO>TENWLVWEEZTOET &
ﬁﬁ#%ﬁ%% 4%;_k —CTE%T:L\o B: L\T:TfL\T:_ﬁﬂ%fﬁ_%?éii\ %%EEE?U/‘%/{?HY%I
18 | Subsection 4 of #1z 1. 7154 ® Ontario Securities Commission (OSC)I&£E M SEFs (2349 2| | FeFAIXE DA RBICEHL TRELEHEOREEE

CoO

AELTORBERFBTERIRL TS,

http://www.osc.gov.on.ca/en/Marketplaces swap-execution-facilities index.htm
EH:

SEF 4> MTF/OTF EDHERBHIEZEHLLZVRY . ALFRTvTDA 32—\
DB T 5 TERENED B KB D B g THBSN TLEL., #HITEHRDOBAMER
L EMBEEEOVATIVY - JRVZEXRT HERELGYEDS,

B HEELFT . (No.52)

We have established a framework for “permitted providers
of electronic trading platforms” with the aim to make it easy
for SEFs, etc. in foreign countries to enter into the
business of providing electronic trading platforms in
Japan. We have given consideration to the integrated
nature of the market with those in the US, Europe, etc. We
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The procedures for applying for the “permission for the business of providing an
electronic trading platform” requires the preparation of a substantial amount of
documents and forms in Japanese. We request that a system be established based
on discussions among international regulatory authorities where, for example,
subject to substituted compliance and equivalence recognitions between countries,
providers of electronic trading platforms operating in US or Europe (e.g. SEF,
MTF/OTF) are exempted from the requirement to individually file applications.

For example, Ontario Securities Commission (OSC) has exempted the SEFs in US
from the requirement to be recognized as an exchange.

http://www.osc.gov.on.ca/en/Marketplaces swap-execution-facilities index.htm

Reason:

Unless mutual recognition arrangements with SEF and MTF/OTF are achieved,
market liquidity in interbank transactions for yen denominated IRS will be
segmented between Japan, US and Europe, and contrary to the regulatory intent,
transparency of prices could be damaged and systemic risk at the time of a financial
crisis could increase.

intend to continue the discussions aimed for international
harmonization of the regulations. Please note that, on the
basis of your comment, we will put in place a provision for
a standard processing period for applications to become
permitted providers of electronic trading platforms.
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Supplementary

Provisions of Order
for Enforcement

(Provisional
Measures)

NEDHFAEEIZTODVNTOHR, EITRBICHFTRBERVHFAINTESILISZBEE
NEDHLNTWSH, F1EEEEELLLIEFIGIABREEXE IOV THLRBERE
BEADELZOTRBEENEVMGE . RERDEZPEZICE OKEEBREIET
B LB TR FNIETELLN) FHTLTIELLY,

HE: #BBEENMITIE EFIGIRBEEXEDERPREICKEEER--TEEZ
nHH5-0,

A provisional measure to apply for and grant permissions before the implementation
date has been established only for authorized foreign operators. But providers of
electronic trading platforms who will become Type 1 financial instruments business
operators will also need such a provisional measure (unless a provisional measure is
taken, providers of electronic trading platforms can only apply for registration after
the amendment takes effect). We request that such a measure be taken.

Reason:

Without a provisional measure, the application process for registration of providers
of electronic trading platforms could be hindered.

BBEEFRTFELEAN EEGHERELT, SEOH
BOSEIZSE TV ZEE T, (No. 53)
A provisional measure will not be established. However,

we note your comment and will reference it for our future
work.
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