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Central Clearing in Government Bond and Repo Markets

Why?

m More Netting — Less balance sheet/capital )
Jg Fewer fails )

0:0. Clear transparent market-wide margin requirements )

é—ﬁ;} Reduced risks stemming from counterparty defaults )
Q More transparency for regulators
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Impact on market & dealer intermediation capacity

CENTRAL CLEARING

MARKET IMPACT

Increase in cost for non-bank entities previously not
facing CCP. HFT liquidity? Basis trades? IDBs?

CCPs facing new counterparties, change to
perceived risk of CCP?

Pro-cyclicality of margin requirements

Larger number of CCPs may introduce fragmentation
Counterpart exposure limits for some investors
Tech/administrative hurdles
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IMPACT ON DEALER INTERMEDIATION CAPACITY

Uncertain impact on balance sheet/capital
requirements

Agency model has capital implications for the Agent
banks

May Increase systemic risks, who pays the margin?

Greater market concentration amongst sponsoring
banks?

Rise of ‘All-to-All’ trading?



T+1 settlement

TIMING

® Europe: ESMA calling for Oct 11 2027
e UK: By End of 2027

® USA: since 28 May 2024

WHY T+1?

® Reduction in systemic risk as counterparties get
securities and cash earlier

® Reduction in counterparty exposure risk
® Reduction in margin requirement

® Synchronise timing for cross-market trades
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MARKET IMPACTS
® Implementation: fragmentation of European system
® Operational: Meaningful reduction in window to match trades
® Time Zone challenges
® Market Functioning: Intra Day liquidity — Repo
® Fails penalties significant

® Potential for increase in fails



Questions

® |s there scope for the new US administration to take a different approach or timeline towards UST clearing?

® Would UST mandatory clearing have helped avoid/alleviate the symptoms experienced during periods of market stress such as
the 2019 funding crunch or March 2020 'Dash For Cash’?

® US sponsored repo model has seen a steady increase in adoption while take-up of buy side clearing models in Europe has been
limited; what has contributed to such difference?

e T+1 implementation in Europe is much more complex than US given settlement fragmentation, and broader targeted scope,
across government and credit bonds; what are the extra challenges or benefits in Europe vis-a-vis US?
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This presentation is for discussion purposes only and is incomplete without reference to, and should be viewed solely in conjunction with, the oral briefing provided by J.P. Morgan. Neither this
presentation nor any of its contents may be disclosed or used for any other purpose without the prior written consent of J.P. Morgan. Additionally, this presentation may contain content initially
generated by Al or other automated technologies.

The information in this presentation is based upon any management forecasts supplied to us and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to
change. J.P. Morgan’s opinions and estimates constitute J.P. Morgan’s judgment and should be regarded as indicative, preliminary and for illustrative purposes only. In preparing this presentation,
we have relied upon and assumed, without independent verification, the accuracy and completeness of all information available from public sources or which was provided to us by or on behalf of the
Company or which was otherwise reviewed by us. In addition, our analyses are not and do not purport to be appraisals of the assets, stock, or business of the Company or any other entity.

J.P. Morgan makes no representations as to the actual value which may be received in connection with a transaction nor the legal, tax or accounting effects of consummating a transaction. Unless
expressly contemplated hereby, the information in this presentation does not take into account the effects of a possible transaction or transactions involving an actual or potential change of control,
which may have significant valuation and other effects.

Notwithstanding anything herein to the contrary, the Company and each of its employees, representatives or other agents may disclose to any and all persons, without limitation of any kind, the U.S.
federal and state income tax treatment and the U.S. federal and state income tax structure of the transactions contemplated hereby and all materials of any kind (including opinions or other tax
analyses) that are provided to the Company relating to such tax treatment and tax structure insofar as such treatment and/or structure relates to a U.S. federal or state income tax strategy provided to
the Company by J.P. Morgan. J.P. Morgan's policies on data privacy can be found at http://www.jpmorgan.com/pages/privacy.

J.P. Morgan is a party to the SEC Research Settlement and as such, is generally not permitted to utilize the firm's research capabilities in pitching for investment banking business. All views
contained in this presentation are the views of J.P. Morgan’s Investment Bank, not the Research Department. J.P. Morgan’s policies prohibit employees from offering, directly or indirectly, a favorable
research rating or specific price target, or offering to change a rating or price target, to a subject company as consideration or inducement for the receipt of business or for compensation. J.P. Morgan
also prohibits its research analysts from being compensated for involvement in investment banking transactions except to the extent that such participation is intended to benefit investors.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future become, subject to ongoing international, national and other
regulatory guidance, reform and proposals for reform. For more information, please consult: https://www.jpmorgan.com/global/disclosures/interbank offered rates

JPMorgan Chase & Co. and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any attachments) is not intended or
written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone not affiliated with JPMorgan Chase & Co. of any of the matters
addressed herein or for the purpose of avoiding U.S. tax-related penalties.

J.P. Morgan is a marketing name for investment businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates worldwide. Securities, syndicated loan arranging, financial advisory, lending,
derivatives and other investment banking and commercial banking activities are performed by a combination of J.P. Morgan Securities LLC, J.P. Morgan Securities plc, J.P. Morgan SE, JPMorgan
Chase Bank, N.A. and the appropriately licensed subsidiaries and affiliates of JPMorgan Chase & Co. worldwide. J.P. Morgan deal team members may be employees of any of the foregoing entities.
J.P. Morgan Securities plc is authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. J.P. Morgan SE is authorised
as a credit institution by the German Federal Financial Supervisory Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht, BaFin) and jointly supervised by the BaFin, the German Central Bank
(Deutsche Bundesbank) and the European Central Bank (ECB).

For information on any J.P. Morgan German legal entity see: https://www.jpmorgan.com/country/US/en/disclosures/legal-entity-information#germany.

For information on any other J.P. Morgan legal entity see: https://www.jpmorgan.com/country/GB/EN/disclosures/investment-bank-legal-entity-disclosures.

JPMS LLC intermediates securities transactions effected by its non-U.S. affiliates for or with its U.S. clients when appropriate and in accordance with Rule 15a-6 under the Securities
Exchange Act of 1934. Please consult: www.jpmorgan.com/securities-transactions

This presentation does not constitute a commitment by any J.P. Morgan entity to underwrite, subscribe for or place any securities or to extend or arrange credit or to provide any other services.
Copyright 2024 JPMorgan Chase & Co. All rights reserved. JPMorgan Chase Bank, N.A., organized under the laws of U.S.A. with limited liability.
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