(Tentative translation by the Secretariat)

Study Group on Risk-Free Reference Rates
Minutes for the November 17, 2015 Meeting

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

Summary of the Proceedings

1. Members approved the minutes of the October 20, 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 introduced a draft outreach material, which was prepared to ask opinions from
members of the Study Group for Activation of Short-Term Money Markets. Members held
discussions based on this material.

4. The draft outreach material provided key takeaways from past discussions of the Study Group on
risk-free reference rates as follows, to which no objections were raised from members.

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.

5. Members discussed the following two points on the tentative outreach pack.

i.  Whether the OIS rate can be used as a term risk-free reference rate corresponding to the
uncollateralized call rate, when the latter is identified as a risk-free reference rate.

ii. The use of risk-free reference rates in derivatives evaluations.

6. The Chair announced that the next meeting would be held in late-December. The Chair proposed
that at the next meeting, he would report the results of the outreach and members would discuss
how to resolve challenges in identifying and implementing risk-free reference rates, and
members agreed.

Discussion on the Draft Qutreach Material

1. It could be difficult to identify the OIS rate as a risk-free reference rate and to use, among others,
as floating rates in interest rate swap transactions since such swap transactions would entail
"derivatives which refer to derivatives" and thus be difficult to price.

2. Technical challenges in pricing interest rate swaps could be resolved. It is desirable for our Study
Group to discuss whether such interest rate swap market should be created and developed.

3. Financial institutions should determine the use of discount curves in derivatives evaluations by
themselves. Therefore, it should be avoided that market participants feel the use of risk-free
reference rates in discount curves as mandatory.
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