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trusted market solutions

Part of an industry response
to mitigate risks and drive efficiencies
in settlement across the FX market
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Settlement 1s evolving...

What the industry is focused on:

FSB roadmap

FSB Roadmap and
the focus on greater
global PvP adoption

BIS survey

BIS triennial survey
results highlight
increasing
settlement risk

FX Global Code

Changes to the FX
Global Code: more
prescriptive on
automated and
standardized net
settlement
processes

Industry operating
environment

Heightened industry
focus on all aspects
of counterparty risk

since the COVID-19
pandemic
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Open participation
model

» Streamlined access

* Minimize entry
points to CLS
services

* Reduce barriers
to entry

Automation and
standardization

Deliver efficient,
automated and
standardized post-
trade settlement
services across the
global FX network

What our clients are telling us:

PvP settlement

PvP settlement for
a broader range
of currencies

Flexibility of service

Scalability from
netting only to full
PvP settlement




Market developments and how CLS 1s responding

What the industry is focused on:

FSB roadmap FX Global Code

Industry operating

BIS report environment
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What our clients are telling us:

Open participation 5 b o otement

model
Automation and Flexibility
standardization of service
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Existing trade flow

OCLS

trusted market solutions

New trade flow (in development)

CLSSettlement

CLSNet + alternative PvP*

The global standard in
FX settlement risk mitigation

Members could access CLSNet and the PvP
offering for currencies outside of those eligible for
CLSSettlement via a single network

POLICY support: FSB roadmap

* Subject to all necessary approvals

Increased adoption of PvP via new PvP arrangements that
currently do not exist

Global Code principles 35 & 50
Automated and standardized net settlement processes
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Settlement — creating two entry points

CLSSettlement
The global

CLS client

standard in FX
settlement risk
mitigation

Single Interface

* Subject to all necessary approvals

Current netting
offering + PvP
solution®

Existing trade flow

AUD, CAD, CHF, DKK, EUR, GBP,
HKD, HUF, ILS, KRW, JPY, MXN,
NZD, NOK, ZAR, SGD, SEK, USD
(CLP in progress®)

» 70+ settlement members
» 25,000+ third-party participants

New trade flow (in development)

120 currencies
for the Net Settlement Process

A range of candidate currencies
will be considered for the PvP
service that is in development

Possible eligible participants

* Global banks

* Regional banks

» Asset managers and corporates
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Settlement risk mitigation and funding
requirement reduced by 96%

Participation model
Access SMs (direct) and third parties (indirect)

POLICY support: Global Code principle 35
Market participants should eliminate principal
risk by using settlement services that provide
PvP settlement

Flexible service
Automated and standardized bilateral
netting through to PvP settlement

Open participation model
Direct access to global and regional banks,
asset managers and corporates

POLICY support: FSB roadmap
Increased adoption of PvP via new PvP
arrangements that currently do not exist

Global Code principles 35 and 50
Automated and standardized net
settlement processes



CLS path towards an alternative PvP service

Three major stages

Verification
Ma;lligt Ceﬁl%%%zltl;ent Pilot exercise to test and refinement.
desien definition candidate designs Publication of a
& service description
Initial market engagement } Candidate designs —> Substantiated designs
: : , Month of trade data from Further market
Design considerations settlement members engagement
" : Settlement member CLS detailed design
Initial CLS design work feedback and verification

Candidate design Substantiated designs CGo Eoer\sl\(/:arirgtig?livice

* Subject to all necessary approvals
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Created by the market for the market, our
unrivaled global settlement infrastructure
reduces systemic risk and provides

standardization for participants in the &
most actively-traded currencies.

SETTLEMENT PROCESSING DATA

For more information please email London
sales@cls-group.com Hong Kong
Tokyo
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