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The OTC Derivatives Market
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86% of the IRD Market is Clearable

CLEARABLE PRODUCTS: 86%

14% NON CLEARABLE PRODUCTS: 14%
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Non Clearable Products
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Where Are We Today?

Client clearing activity accelerating...

« Average daily volume has doubled in the last 6 months
» over $500bn/day in April
* Over $100 trn of client notional cleared

Renewed focus on efficiency

« 2013: $83trn of notional compressed
« 2014: SwapClear aims to compress $250 trillion — 3x more than last year
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Area of Focus

e Customer protection — DF vs EMIR
e Pension funds exemption - EMIR

e FMI recovery and resolution — European Commission
proposals expected in Q4 2014

e (Capital concerns —requirements and cost
e ‘Skinin the Game’
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Areas of focus: Skin in the Game

VARIATION MARGINS

INITIAL MARGINS

DEFAULTER’S DEFAULT FUND CONTRIBUTIONS

CCP CAPITAL (SKIN IN THE GAME)
DEFAULT FUND OF NON DEFAULTING MEMBER (MUTUALISED)
LOSS ALLOCATION
SERVICE CLOSURE

CAPITAL
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