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S FPrinciples fo;- financiai market infraétructures '
' General organisation
Principle 1: Legal basis

An FMI should have a well-founded, clear, transparent, and enforceable legal basis for each
material aspect of its activities in all relevant jurisdictions. T

Frinciple 2: Govemance

An FMI should have governance arrangements that are clear and transparent, promote the
safety and efficiency of the FMi, and support the stability of the broader financial system,
other relevant public interest considerations, and the objectives of relevant stakeholders.

Principle 3; Framework for the comprehensive management of risks

An FMI should have a sound risk-management framework for comprehensively managing
tegal, credit, liquidity, operational, and other risks.

Credit and Hguidity risk management

Frinciple 4: Credit risk

An FMI shiould effectively measure, monitor, and manage its credit exposures to participanis
and those arising from its payment, clearing, and settlement processes. An FMI should
maintain sufficient financial resources to cover its credit exposure to each participant fully
with a high degree of confidence. In addition, a CCP that is involved in activities with a more-
complex risk profile or that is systemically important in multiple jurisdictions should mainiain
additional financtal resources sufficient to cover a wide range of potential stress scenarios
that should include, but not be limited to, the default of the twa participants and their affiliates
that would potentially cause the largest aggregate credit exposure to the CCP in extreme but
plausible market conditions. All other CCPs should maintain additional financial resources
sufficient to cover a wide range of potential stress scenarios that should include, but not be
limited to, the defauit of the participant and its affiliates that would potentially cause the
largest aggregate credit exposure o the CCP in exireme but plausible market conditions.

Frinciple 5: Collateral

An FMI that requires collateral to manage its or its pariicipants’ credit exposure should
accept collateral with low credit, liquidity, and market risks. An FMI should aiso set and
enforce appropriaiely conservative haircuts and concentration limits.

Principle 8: Margin

A CCP shouid cover its credit exposures to its participants for afl producis through an
effective margin system that is risk-based and regularly reviewed.

Principte 7: Liguidity risk

An FM! should effectively measure, monitor, and manage its Jiquidity risk. An FM! should
maintain sufficient liquid rescurces in ail relevant currencies to effect same-day and, where
appropriate, intraday and multiday seftlement of payment obligations with a high degres of

CP8S-105CO — Principles for financial market infrastruciures — Apnl 2012 1




~confidence Under.a wide range of potential stress scenarios that should include, but not be L
gest .. ...

: limited ‘to, :the default. of the ‘participant and its affiliates that would generate the |
. ..aggregate ilqmdlty obl;gatlon for the FMI in extreme but. plausmie market condft:ons

o '_Setﬁement - ‘? L '
uPnnc;p!e 8 Setflement finality

An.FML should -provide .clear and certain final settlement, at a minimum by the end. of the

value date. Where necessary or preferable, an FM] should provide final settlement mtraday
orin real tlme s

Pnncfpfe 9 Mone Y settiements

An FM! should conduct 1ts money settlements in ceniral bank money where pract;cal and
available. If central bank _money is not used, an FM| should minimise and strictly control the
credit and liguidity risk arismg from the use of commercral bank money.

Pnnczpie 1 O Ph ysmal de!rvenes

AnFMI shoutd c!early state its obligations with respect to the delivery of physical mstruments

or commodities and should identify, monitor, and manage the risks associated with such
physical deliveries.

Central securities depositories and exchange-of-value settfernent systems

Pnncfp!e 11 Central securities depositories

A CSD shou!d have appmpriate rules and procedures to help ensure the integrity of
securities issues and minimise and manage the risks associated with the safekeeping and
transfer of securities. A CS8D should maintain securities in an immobilised or dematerialised
form for their fransfer by book entry.

Princ}'ple 12: Exchange-of-value settlement systems

If an FM! settles transactions that involve the setflement of two linked abligations (for
example, securities or foreign exchange transactions), it should eliminate principal risk by
conditioning the final settlement of one obligation upon the final settlement of the other.

Default management

Principle 13 Parficipant-default riles and procedures

An FMI should have effective and clearly defined rules and procedures to manage a
parficipant default. These rules and procedures should be designed to ensure that the FMI

can take timely action o contain losses and liquidity pressures and continue to mest its
ohligations.

Principle 14: Segregation and portability

A CCP should have rules and procedures that enable the segregation and portability of

positions of a participant's customers and the collateral provided to the CCP with respect to
those positions.

CPSS-I0SCO ~ Principles for financial market infrastrustures — Aprii 2012




Generaf bus.-ness and operat:onal risk management

' Pnnwp!e 15 G‘enera! busmess nsk

‘An FMJ shouid identify, momtor and manage. ;ts generai busmess risk and ho{d suff cten’a
Ilqwd net assets funded by. eqmty o cover potential genera£ business. losses so that it ‘can,

ets'should at all tlmes be sufF c;ent
”and serwces -

Principle 16: C_ustody and investment risks

An FMI should safeguard its own and its participants’ assets and minimise the risk ‘of Eoss‘o'n
and defay in access to these assets. An FMI's investments should be in. 1nstrumenis Wlth
minimal credit, market, and hqu1d|ty risks.

Frinciple 17: Operational risk

An FM! should idendify the plausible sources of operational risk, both internal and external,
and mitigate their impact through the use of appropriate systems, policles, procedures, and
controls. Systems should be designed to ensure a high degree of security and operational
reltabillty and should have adequate, scalable capacity. Business continuity management

should aim for timely recovery of operatlons and fulfilment of the FMI's obhgatlons including
in the event of a wide-scale or major disruption,

Access

Principle 18: Access and participation reguirements

An FMI shouid have objective, risk-based, and publicly disclosed criteria for participation,
which permit fair and open access.

Principle 19: Tiered participation arrangements

An FMI should identify, monitor, and manage the material risks to the FM arising from tiered
participation arrangemenis.

Prineiple 20: FMI links

An FMI that establishes a link with one or more FMis should identify, monitor, and manage
link-related risks,

Efficiency

Frinciple 21 Efficiency and effectiveness

An FMI should be efficient and effective in meeting the requirements of its participants and
the markets it serves.

Principle 22: Communication procedures and standards

An FMI should use, or at a minimum accommodate, relevant internationally accepted
communication procedures and standards in order io facilitate efficient payment, clearing,
settlement, and recording.

CPSS-108CO - Principles for financial market infrastractures — April 2012 3




es kéy prccédcréé é'r'rd madcéf data

Ui cient mformat;on ‘to ‘enable partrcrpants to have an accurate understandrng of the nsks,

- fees,and’ other material costs they incur by pamcrpatmg in the FM! All relevant rutes ahd key ‘ B

L procedures shculd be pubhc]y drsclosed

D sclosure cf market dafa by trade repositories .

CATR should prcvrde t;mely and accurate data to relevant authontles and the pubhc m Isne
W|th thelr respectrve needs ' '

: ?::Pnncfple

.;Responszbrhtres of central banks market regutators, and. other relevant authoritres fcr
fm nclai market mfrastructures L . i

‘_'ResponmbmtyA Regulatron, supervrsron and oversight of FM!S

FMIs should be subject to appropriate and effective regulation, supervision, and oversight by
a central bank, market regulator, or other relevant authority.

Responsibility B: Regulatory, supervisory, and oversight powers and resources

Central banks, market regulators, and other relevant authorities should have the powers and
resources to carry out effectively their responsibilities in regulating, supervising, and
overseeing FMIs.

Responsibility C: Disclosure of policies with respect to FiMis

Central banks, market regulators, and other relevant authorities should clearly define and
disclose their regulatory, supervisory, and oversight poficies with respect to FMis.

Responsibifity D: Application of the principles for FiMis

Central banks, market regulators, and other relevant authorities should adopt the CPSS-
108CO Prmcrpies for financial market infrastructures and apply them consistently.

Responsibility E: Cooperation with other authorities

Central banks, market regulators, and other relevant authorities should cooperate with each

other, both domestically and internationally, as appropriate, in promoting the safety and
efficiency of FMis.

CP8S-I0SCQA - Principles for financial market infrastructures — April 2012
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