(Tentative translation by the Secretariat)

Study Group on Risk-Free Reference Rates
Minutes for the September 23, 2016 Meeting

4:30-5:10 PM
(Meeting Room in the Bank of Japan)

1. Members approved the minutes of the July 26, 2016 meeting. They also approved the
publication of 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 explained that regarding the potential issues on derivative transactions that might
be highlighted if an unsecured rate is identified as a Japanese yen risk-free rate whilst a secured
rate is identified as a risk-free rate in other currencies, no significant concerns were raised after
discussions at the previous meeting. Following that remark, members concurred that there are no
pressing problems or concerns on this issue and market participants could deal with this issue by
developing basis swaps between secured rates and unsecured rates when necessary.

4. The working group, which was formed after the previous meeting to intensively discuss the
characters of the repo rate that could be used as a risk-free rate, delivered an interim report on
potential repo rates, and proposed three candidates: a rate calculated based on the reference
institutions' submissions, a rate calculated by money market brokers, and a rate calculated by
central counterparties (CCPs). In addition, the working group noted that there remained many
issues that need consideration, such as factors that might result in a distortion of the rate, use of
CCPs and development in the new GC repos under subsequent collateral allocation method after
the introduction of shortening of the Japanese government bond settlement cycle to T+1.

5. The Chair proposed that the working group would invite a CCP as an observer for the second
meeting of the working group and for further discussion, ask for advice about the feasibility of
the creation of a repo rate calculated by a CCP .

6. The Chair announced that, at the next meeting scheduled in late-October, members would reach
a conclusion on the preliminary study on developing the GC repo benchmark based on the final
report of the aforementioned working group, and would advance discussion about the
identification of a Japanese yen risk-free rate.
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