(Tentative translation by the Secretariat)

Study Group on Risk-Free Reference Rates
Minutes for the December 21, 2015 Meeting
4:30 - 5:30 PM
(Meeting Room in the Bank of Japan)

1. Members approved the minutes of the November 17, 2015 meeting. They also approved to
publish the minutes on the Bank of Japan's web site.

2. The Secretariat provided an update on recent developments of international discussions about
risk-free reference rates.

3. The Secretariat presented the outcome of an outreach to the members of the Study Group for
Activation of Short-Term Money Markets. The feedback from the outreach was generally
positive towards following key takeaways from the past discussions of the Study Group.

i.  The uncollateralized overnight call rate and GC repo rate are leading candidates.

ii.  The uncollateralized overnight call rate involves, at the margin, less operational challenges
in introducing and implementing as a risk-free reference rate than the GC repo rate.

4. Members discussed technical issues which attracted members' attention as seen in the
questionnaire, which they had answered before the meeting. It was reported that the technical
issues in pricing when using the OIS rate as a reference rate for derivative transactions -- raised
by some members in the previous meeting -- could be resolved. It was also reported that issues
relating to accounting should be carefully considered when hedging transactions linked to
LIBOR and TIBOR with derivatives referencing risk-free reference rates.

5. As a next step, the Chair proposed and members agreed to form the following two working
groups.

i.  Working Group on Market Structure Analysis (WG1)

WG1 is to analyze the structure of derivative markets in Japan with a view to facilitating the
discussion about the scope of the use of risk-free reference rates.

i. Working Group on Market Infrastructure Development (WG2)

WG2 is to develop measures to improve the OIS market in Japan for the purpose of
promoting the use of risk-free reference rates in derivative markets.

6. The Chair announced that the next meeting would be held in early-February. The Chair proposed
that at the next meeting, WG1 and WG2 would present the interim results of their analysis and
members would discuss the outline of the public consultation paper, and members agreed.
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