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Preface

1.1
On 21 February 2018, MAS issued a consultation paper on proposed regulations to
require the trading of over-the-counter (“OTC”) derivatives on organised markets. The draft
Securities and Futures (Trading of Derivatives Contracts) Regulations (“SF(TDC)R”) set out the
implementation details on the set of products and persons subject to the trading obligations
under the Securities and Futures Act (Cap. 289) (“SFA”).
1.2
The consultation period closed on 23 March 2018, and MAS would like to thank all
respondents for their contributions. The list of respondents is in Annex A and the submissions
are in Annex B.1
1.3
MAS has considered carefully the feedback received, and has incorporated them
where appropriate. Comments that are of wider interest, together with MAS’ responses, are
set out below.
1.4
MAS has issued the final SF(TDC)R and the related regulations to prescribe foreign
trading venues that are eligible for market participants to use to fulfil their trading obligations.
Please see the explanation in Section 6 (Implementation of Trading Obligations) below.

2

Specified Derivatives Contracts to be Traded on an Organised Market

2.1
Respondents were supportive of MAS’ proposed scope of derivatives contracts,
which comprises interest rate swaps denominated in US Dollar, Euro and Pound Sterling, with
the contract specifications set out in the Consultation Paper.
MAS’ Response
2.2
MAS will proceed with the proposed scope of derivatives contracts and contract
specifications as set out in the Consultation Paper. MAS will continue to monitor the trading
of OTC derivatives to inform our assessment on the scope of derivatives contracts to be
subject to trading obligations.

3

Specified Persons to be Subject to Trading Obligations

3.1
Respondents were broadly supportive of MAS’ proposed entity scope, which
comprises banks exceeding S$20 billion in aggregate notional amounts of outstanding OTC

1

Certain names and submissions have been omitted on request of confidentiality by the respondents.
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derivatives contracts booked in Singapore (“trading threshold”), with all other specified
persons2 exempted.
3.2
Some respondents sought clarification on the inclusion of various types of contracts
when computing the trading threshold.
3.3
Some respondents also suggested that MAS publish a list of banks which exceed the
trading threshold to facilitate their assessment of whether their counterparties are subject to
the trading obligations.
MAS’ Response
3.4
Banks with significant OTC derivatives activity in Singapore should be subject to both
clearing and trading obligations. Therefore, the trading threshold and the basis of its
computation are aligned with those for clearing obligations. As with the clearing obligation,
all outstanding OTC derivatives contracts booked in Singapore must be counted towards the
trading threshold, including OTC derivatives contracts regardless of whether they have been
cleared or margined, as well as OTC derivatives contracts entered into between intra-group
legal entities. Only inter-branch trades, i.e. trade arrangements entered into within the same
legal entity, are not included in the computation.
3.5
MAS views it unnecessary to publish a list of banks which exceed the trading
threshold. All specified persons are encouraged to trade on organised markets, even if they
do not exceed the trading threshold or are otherwise exempted. Banks which exceed the
trading threshold should not limit trading on organised markets to only trades with other
banks that also exceed the trading threshold.
3.6
To avoid inadvertent breaches, specified persons who do not intend to trade on
organised markets should, when requested by their counterparties, provide confirmation to
such counterparties that they are exempt from (or not subject to) the trading obligations.

4
Circumstances under which Contracts Are Subject to Trading
Obligations
4.1
MAS sought views on subjecting derivatives contracts “traded in Singapore” 3 by both
counterparties (“proposed trading nexus”) to the trading obligations. Respondents

2

“Specified person” means any bank, merchant bank, finance company, insurer, holder of a capital markets
services licence, or other prescribed person.
3

As defined in the Securities and Futures (Reporting of Derivatives Contracts) Regulations.
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highlighted operational difficulties in using the location of the counterparty’s trader to
determine on a pre-trade basis if the derivatives contract is “traded in Singapore”. Some of
these respondents suggested applying the trading obligations to derivatives contracts which
are “booked in Singapore” instead.
4.2
Some respondents also sought clarification on whether the trading obligations apply
to specified persons as principal or as agent.
MAS’ Response
Operational difficulties
4.3
As with the approach on trading counterparties (paragraph 3.6), all specified persons
are encouraged to trade on organised markets, even if the trades are not subject to the
trading nexus. If all trades are traded on organised markets, there would be no operational
need and hence difficulties in identifying trades subject to the trading nexus.
4.4
Nevertheless, upon the commencement of the trading obligations, to avoid
inadvertent breaches, specified persons who do not intend to trade on organised markets
should ask for confirmation from their counterparties that their trades are exempt from (or
not subject to) the trading obligations, including whether the trades fall within the trading
nexus. Counterparties should be ready to provide such confirmation as needed upon request.
“Booked in Singapore”
4.5
The trading obligations are intended to address derivatives trading activity within
Singapore. The “booked in Singapore” nexus is not an appropriate nexus for the trading
obligations, as it could inadvertently affect derivatives contracts which are traded outside
Singapore but booked in Singapore for risk management purposes.
Revised trading nexus
4.6
To ease the operational difficulty of identifying the location of the individual trader
to determine the trading nexus of the trade, MAS has revised its proposed trading nexus. The
revised trading nexus4 is based on the office where the trade is being executed, rather than

4

The trading obligations will apply if each party executes the derivatives contract through that party’s office
located in Singapore (whether a head office or branch office).

Monetary Authority of Singapore

5

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

the individual trader executing the trade, i.e. the trading nexus comprises trades between
local offices5 of specified persons.
4.7
Each specified person should determine an appropriate policy to ensure that trades
within the trading nexus are executed on organised markets. For example, this could be via
executing on organised markets by default unless otherwise informed by their counterparty,
or by pre-identifying the location of the offices of its counterparties.
Principal trades
4.8
The trading obligations only apply where the specified person executes the trade in
its capacity as a principal (and not as an agent).

5

Exemptions from Trading Obligations

5.1
Respondents were broadly supportive of the proposal to exempt intra-group
transactions and public bodies from the trading obligations.
5.2
Some respondents sought clarification on the definition of a package transaction and
on which package transactions are exempted. One respondent suggested not to exempt
highly liquid and standardised package transactions, as they account for a significant portion
of risk transfer, are subject to trading obligations in the US and EU, and are already
successfully traded on overseas trading venues.
5.3
MAS received mixed feedback on the treatment for block trades. Some respondents
suggested an exemption for block trades, citing that block trades are exempted in the US.
5.4
Some respondents also suggested exemptions for portfolio compressions,
contractual amendments, life cycle events and exercise of options.
MAS’ Response
5.5
MAS will exempt intra-group transactions from the trading obligations. Public bodies
will also not be subject to the trading obligations because they are not specified persons.
5.6
In general, package transactions will be exempted from trading obligations.
However, the following package transactions are sufficiently liquid and are currently subject
to trading obligations in the EU and the US, and will be subject to MAS’ trading obligations:

5

For example, a local branch of a foreign bank operating in Singapore would be considered a local office.
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(a)

package transactions which comprise only derivatives contracts which are subject
to the trading obligations; or

(b)

package transactions which comprise only derivatives contracts which are subject
to the trading obligations and government bonds denominated in the same
currency as the underlying floating rate of the derivatives contracts.

5.7
MAS does not consider that an exemption for block trades is necessary. This is
because MAS’ trading obligations do not require specific execution methods6. Thus, existing
execution methods for block trades are not precluded and the trading obligation would be
fulfilled so long as the block trades are executed on an organised market.
5.8
As for whether there should be any other exemptions, it is not MAS’ intent to subject
derivatives contracts which do not contribute to price discovery to the trading obligations.
MAS generally does not consider events 7 such as exercise of options and contractual
amendments, assignments and novation of existing derivatives contracts to fall within the
scope of “execution of specified derivatives contracts” under section 129J of the SFA, as they
generally do not contribute to price discovery.

6

Implementation of Trading Obligations

6.1
Respondents requested for MAS to publish a list of overseas and local trading venues
as eligible venues for specified persons to fulfil their trading obligations. Some respondents
further suggested that MAS should only commence the trading obligations in Singapore only
if equivalence decisions were granted by major jurisdictions that have commenced similar
trading obligations.
MAS’ Response
6.2
The trading obligations may be met by trading on organised markets operated by
Recognised Market Operators (“RMOs”) or Approved Exchanges (“AEs”).8 The list of RMOs
and AEs can be found in the Financial Institutions directory on MAS’ website.
6.3
Additionally, trading obligations may also be met by trading on foreign trading
venues that have been prescribed as eligible for the purposes of the trading obligations

6

This is unlike the requirement in some jurisdictions.

7

Such events should not materially alter the economic terms of the existing derivative contracts.

8

Thus far, organised markets for OTC derivatives have applied to MAS to be recognised as RMOs.
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(“Eligible Foreign Facilities”). MAS has published regulations 9 to prescribe certain Swaps
Execution Facilities (“SEFs”) in the US as Eligible Foreign Facilities. MAS has also announced
its intention 10 to prescribe certain Multilateral Trading Facilities (“MTFs”) and Organised
Trading Facilities (“OTFs”) in the EU as Eligible Foreign Facilities, and will seek to prescribe
these facilities in due course.
6.4
MAS will provide sufficient time for on-boarding onto organised markets operated
11
by AEs , RMOs and Eligible Foreign Facilities. Derivatives contracts will be subject to the
trading obligations only if the derivatives contracts are executed on or after 1 April 2020.

7

Proposed Products Subject to Clearing Obligations

7.1
MAS sought views on the proposal to subject fixed-to-floating interest rate swaps
denominated in Euro and Pound Sterling, with maturity between 28 days and 10 years
(inclusive), to the clearing obligations. Respondents were broadly supportive.
MAS’ Response
7.2
MAS will proceed to subject fixed-to-floating interest rate swaps denominated in
Euro and Pound Sterling, with maturity between 28 days and 10 years (inclusive), to the
clearing obligations. These clearing obligations will take effect on 1 April 2020 and the
Securities and Futures (Clearing of Derivatives Contracts) Regulations 2018 will be amended
to include this requirement in due course.

MONETARY AUTHORITY OF SINGAPORE
13 March 2019

9

The Securities and Futures (Trading Venues for Derivatives Contracts in the United States of America)
Regulations.
10

Joint Media Release between MAS and European Commission on 20 February 2019.

11

Currently, no AE has applied to operate an organised markets for OTC derivatives.
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Annex A
LIST OF RESPONDENTS TO THE CONSULTATION PAPER ON DRAFT
REGULATIONS FOR MANDATORY TRADING OF DERIVATIVES CONTRACTS
1.

Allen & Gledhill LLP, who requested confidentiality of submission

2.

Citadel

3.

Clifford Chance Pte. Ltd.

4.

Crédit Industriel et Commercial

5.

Deutsche Bank AG Singapore

6.

IHS Markit

7.

Investment Management Association of Singapore

8.

Japanese Bankers Association (JBA)

9.

London Stock Exchange Group

10.

Maybank Singapore, who requested confidentiality of submission

11.

Mizuho Bank Ltd, Singapore Branch

12.

Singapore Exchange Limited, who requested confidentiality of submission

13.

Sumitomo Mitsui Banking Corporation Singapore Branch, who requested confidentiality
of submission

14.

The Bank of Tokyo-Mitsubishi UFJ, Ltd

15.

The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch and HSBC
Bank (Singapore) Limited, who requested confidentiality of submission

16.

The International Swaps and Derivatives, Inc. (ISDA) and Global Foreign Exchange
Division (GFXD) of the Global Financial Markets Association (GFMA)

17.

The Toronto-Dominion Bank

18.

Tradeweb Europe Limited

19.

WongPartnership LLP

20.

3 respondents requested confidentiality of their identity

21.

5 respondents requested confidentiality of their identity and submission

Please refer to Annex B for the submissions.
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Annex B
FULL SUBMISSIONS FROM RESPONDENTS TO CONSULTATION PAPER I ON
DRAFT REGULATIONS PURSUANT TO THE SECURITIES AND FUTURES ACT
Note: The table below only includes submissions for which respondents did not request
confidentiality.
S/N
Respondent
2
Citadel

Full Response from Respondent
General comments:
Citadel12 appreciates the opportunity to provide comments to the
Monetary Authority of Singapore (“MAS”) on its Consultation
Paper on Draft Regulations for Mandatory Trading of Derivatives
Contracts.
Citadel is a firm supporter of the G20 reforms to the OTC
derivatives markets, including the clearing, trading, and reporting
requirements. The ongoing implementation of these reforms has
already begun, and will continue, to reduce systemic risk, improve
pre- and post-trade transparency, and foster an open, level, and
competitive playing field. The mandatory trading of derivatives on
regulated platforms is a central component of the G20 reforms,13
and is critical to achieving the policy goals of promoting market
stability and integrity and improving conditions for investors
through increased transparency, more competition, and better
pricing. Market experience with the implementation of the trading
obligation in other jurisdictions has demonstrated the tangible
benefits to investors that result from open and competitive
execution, including better liquidity and lower transaction costs.
Specifically, the Bank of England has found that market
participants transacting USD interest rate swaps (“IRS”) are already
saving as much as $20 million - $40 million per day, of which $7
million - $13 million is being saved by market end-users alone per
day, due to lower transaction costs resulting from the

12

Citadel is a global financial firm built around world-class talent, sound risk management, and innovative marketleading technology. For more than a quarter of a century, Citadel’s hedge funds and capital markets platforms have
delivered meaningful and measurable results to top-tier investors and clients around the world. Citadel operates in all
major asset classes and financial markets, with offices in the world’s leading financial centers, including Chicago, New
York, San Francisco, Boston, London, Dublin, Hong Kong, and Shanghai.
13

See “G20 Leaders Statement: The Pittsburgh Summit,” Sept. 25, 2009, available at:
http://www.g20.utoronto.ca/2009/2009communique0925.html (“All standardized OTC derivative contracts should
be traded on exchanges or electronic trading platforms, where appropriate, and cleared through central
counterparties by end-2012 at the latest”).
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implementation of the trading obligation in the US.14 Furthermore,
transitioning trading in standardised, liquid OTC derivatives onto
regulated platforms enhances market stability and integrity by
ensuring this activity is subject to appropriate monitoring and
surveillance.
An affirmative trading obligation is necessary to facilitate the
industry’s transition to trading on regulated trading venues. It is
therefore critical that the scope of the trading obligation be
appropriately calibrated to (i) include all OTC derivatives that are
sufficiently standardised and liquid, and (ii) encompass a broad
range of market participants operating in the market. Below, we
provide our feedback on the MAS proposal.

Question 1:
We agree that all of the IRS proposed in the Consultation Paper are
suitable for the trading obligation pursuant to the criteria set forth
in section 129N(2) of the Securities and Futures Act (“SFA”),
including the level of standardisation and liquidity and whether the
instruments are subject to a trading obligation in other
jurisdictions.
However, we believe the scope of the trading obligation should be
expanded in two important ways:
1. Additional benchmark tenors in USD, EUR, and GBP IRS meet
the criteria set forth in section 129N(2) of the SFA
An analysis of market liquidity demonstrates that material trading
volumes are occurring in other benchmark tenors, in particular:
USD IRS: 4, 6, 12, 15, 20, and 30 year
EUR IRS: 4, 6, 15, 20, and 30 year
GBP IRS: 4, 6, 15, 20, and 30 year
USD, EUR, and GBP-denominated IRS are traded in global liquidity
pools that are not defined by geographical boundaries. A holistic
assessment of the liquidity available to a market participant in
Singapore, taking into account factors such as the number of
liquidity providers regularly offering quotes, average daily volume,
average size of trades, and number and type of active market
participants, would show that additional benchmark tenors in USD,
EUR, and GBP IRS are sufficiently liquid to be subject to a trading
obligation.

14

See Staff Working Paper No. 580 “Centralized trading, transparency and interest rate swap market liquidity:
evidence from the implementation of the Dodd-Frank Act”, Bank of England (January 2016), available at:
http://www.bankofengland.co.uk/research/Documents/workingpapers/2016/swp580.pdf.
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Expanding the scope of the trading obligation to include additional
benchmark tenors would also be consistent with approaches taken
in other jurisdictions. The US and EU have applied the trading
obligation to a nearly identical set of OTC derivatives, including the
benchmark tenors listed above.15 As highlighted by MAS in the
Consultation Paper, a significant level of OTC derivatives trading
activity in Singapore involves US and EU counterparties that are
already subject to these trading obligations. Therefore, expanding
the proposed scope of the trading obligation to increase
harmonisation with the US and EU and more accurately reflect
market liquidity dynamics should not create significant
implementation burdens for the industry. In addition, greater
harmonisation may assist in efforts to achieve equivalence
determinations with other jurisdictions.

2. Standardised and liquid packages should not be granted an
exemption from the trading obligation
Over 50% of benchmark USD IRS are executed as part of package
transactions.16 It is therefore critical that standardised and liquid
packages are not exempted from the trading obligation, as
otherwise a very significant portion of the market will not
transition onto regulated trading platforms, undermining the G20
reforms.
Both the US and EU have successfully applied the clearing
obligation and the trading obligation to packages:
•

Clearing Obligation. In both the US and EU, an OTC
derivative subject to a clearing obligation must be cleared
even if a market participant executes it as part of a
package transaction along with other instruments. Note
that this does not mean that all components of the
package must be cleared, only that the components of the
package that are independently subject to the clearing
obligation must be cleared. There are no package
transaction related exemptions from the clearing
obligation in either jurisdiction.

15

See
list
of
instruments
subject
to
the
US
trading
obligation
at
http://www.cftc.gov/idc/groups/public/@otherif/documents/file/swapsmadeavailablechart.pdf
and
list
of
instruments
subject
to
the
EU
trading
obligation
at
https://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32017R2417&from=EN.
16

See “Spreadovers: US Treasury Spreads in the Swaps Data,” Clarus Financial Technology (March 23, 2105), available
at: https://www.clarusft.com/spreadovers-us-treasury-spreads-in-the-swaps-data/.
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Trading Obligation. In both the US and EU, similar to the
clearing obligation, the general rule is that an OTC
derivative subject to a trading obligation must be executed
on a regulated platform even if a market participant
executes it as part of a package transaction along with
other instruments.
In both jurisdictions, certain targeted exemptions have
been provided from the trading obligation for specific
types of packages.17 However, it is important to note that
exemptions have not been provided to the most liquid and
standardised packages traded by market participants.
These include (a) packages with one component subject to
the trading obligation and the other components subject
to the clearing obligation and (b) packages comprised of a
USD IRS component subject to the trading obligation and a
US Treasury.

To the extent exemptions are considered for packages under the
SFA, it is important that, similar to the US and EU, they are
appropriately tailored given the significant amount of trading
activity in certain standard, liquid packages. Packages with one
component subject to the trading obligation and the other
components subject to the clearing obligation include (i) interest
rate curves (2 interest rate swaps of different maturities), (ii)
interest rate butterflies (3 interest rate swaps of different
maturities), (iii) IMM rolls (trading out of an existing IMM swap and
replacing it with the next longest maturity), and (iv) CCP basis
swaps (two or more interest rate swaps that are cleared at
different CCPs). Market data shows that interest rate curves and
butterflies alone typically constitute approximately 1/3 of the total
risk transfer in USD IRS and one analysis found that up to 45% of
vanilla, spot starting USD IRS were traded as part of a curve or
butterfly.18 These types of packages are also extremely common
for EUR and GBP IRS.
In turn, packages comprised of a USD IRS component subject to the
trading obligation and a US Treasury (“spread over packages”)
17

US:
CFTC
Letter
No.
17-55
(Oct.
31,
2017),
available
at:
http://www.cftc.gov/idc/groups/public/@lrlettergeneral/documents/letter/17-55.pdf. EU: ESMA Opinion on the
treatment of packages under the trading obligation for derivatives (March 21, 2018), available at:
https://www.esma.europa.eu/sites/default/files/library/esma70-156-322_opinion_packages_and_to.pdf.
18

See “September 2016 Swaps Review,” Clarus Financial Technology (Oct. 12, 2016) at Table 2, available at:
https://www.clarusft.com/september-2016-swaps-review/; and “USD Swaps: Spreads and Butterflies Part II,” Clarus
Finan-cial Technology (Sept. 30, 2014), available at: https://www.clarusft.com/usd-swaps-spreads-and-butterfliespart-ii/.
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appear to be the single largest category of package transactions
involving USD IRS in terms of overall risk transfer and constitute up
to 20% of overall trade count.19
All of the package types highlighted above already trade
successfully on both US SEFs and EU MTFs and OTFs, indicating
than an exemption for these types of packages from the trading
obligation is not necessary. Under the SFA, trading venues in
Singapore will have the flexibility to design trading protocols for
package transactions and we would expect them to innovate and
compete to attract this trading activity. As a result, we respectfully
request MAS to reconsider any blanket exemption to the
application of the trading obligation to packages.
Finally, we agree with the proposal to not include a specific
exemption from the trading obligation for large block trades.
Under the SFA, trading venues will have the flexibility to offer
trading protocols that allow for private negotiation of large trades
in order to address concerns about information leakage. Similar
flexibility for EU trading venues led ESMA to conclude that an
exemption from the trading obligation was not necessary for block
trades.20 In contrast, US rules limit the permitted trading protocols
that can be offered by SEFs for instruments subject to the trading
obligation. As a result, additional flexibility was required for block
trades, whereby they are exempted from the requirement to be
executed via either an RFQ-to-3 or Order Book trading protocol
but are still required to be executed pursuant to the rules of a
SEF.21

Question 2:
We appreciate the logic behind the proposed phase-in of the
clearing obligation and trading obligation, starting with the most
active banks. However, in our view, it is critically important that
both of these reforms are fully phased-in to apply to all of the
financial institutions covered by section 129I of the SFA, and
therefore, we respectfully request MAS to provide a full
implementation timeline.
19

See “September 2016 Swaps Review,” Clarus Financial Technology (Oct. 12, 2016) at Table 2, available at:
https://www.clarusft.com/september-2016-swaps-review/; and “Spreadovers: US Treasury Spreads in the Swaps
Data,” Clarus Financial Technology (March 23, 2105), available at: https://www.clarusft.com/spreadovers-us-treasuryspreads-in-the-swaps-data/.
20

See ESMA Final Report: Draft RTS on the trading obligation for derivatives under MiFIR (Sept. 28, 2017) at page 8,
available
at:
https://www.esma.europa.eu/sites/default/files/library/esma70-156227_final_report_trading_obligation_derivatives.pdf.
21

Core Principles and Other Requirements for Swap Execution Facilities (June 4, 2013), available at:
http://www.cftc.gov/idc/groups/public/@lrfederalregister/documents/file/2013-12242a.pdf.
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Fully implementing the clearing obligation and trading obligation
for all financial institutions is important for several reasons. First,
efforts to mitigate systemic risk are undermined to the extent
there are material trading volumes that are not covered by these
critical G20 reforms. Recent data suggests that “other financial
institutions” now account for over 50% of trading activity in
interest rate derivatives in Singapore, with volumes more than
tripling since 2013.22 As a result, we recommend that MAS analyse
the percentage of daily IRS trading volumes that would not be
covered by the proposed initial implementation of the clearing and
trading obligations.
Second, efforts to mitigate systemic risk and improve market
integrity are undermined when and where significant numbers of
market participants are not covered by the clearing and trading
obligations. While the trading activity and exposures of any given
smaller financial institution may not present systemic risk concerns
in isolation, the sheer number of bilateral counterparty credit
exposures that persist outside of central clearing perpetuates
systemic risk in aggregate, acting as a risk transmission channel in
the event of a significant counterparty default. In addition, this
trading activity will likely continue to occur on an over-the-counter
bilateral basis, away from the monitoring and surveillance
performed by regulated platforms. This can undermine one of the
main benefits of the trading obligation, which is to enhance market
stability and integrity by transitioning trading activity onto wellregulated and operationally robust trading venues.23
Third, applying the clearing and trading obligations only to large
banks deprives other market participants, including the buy-side,
of the benefits of these reforms, such as increased transparency,
more competition, and better pricing. MAS Staff Paper No. 54
accurately finds that “we consider the main beneficiaries of a
trading mandate to likely be buy-side participants (e.g. fund
managers and insurers), who are generally price-takers in OTCD
markets. Increased pre-trade transparency for buy-side participants
improves their price discovery process and reduces information
asymmetry.”24 Similarly, Bank of England research has found that
22

ISDA Asia-Pacific OTC Derivatives Study (November 2017) at pages
https://www.isda.org/a/jRTEE/Asia-Pacific-Derivatives-Study-November-2017.pdf.

23-24,

available

at:

23

See MAS Staff Paper No. 54, Liquidity and policy analyses for platform trading of OTC derivatives: A perspective of
smaller
markets
(December
2016),
available
at:
http://www.mas.gov.sg/~/media/resource/news_room/Staff%20Papers/MAS%20Staff%20Paper%20No54%20%20Li
quidity%20and%20Policy%20Analyses%20for%20Platform%20Trading%20of%20OTC%20Derivatives.pdf.
24

Id. at page 8.
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the fully implemented US trading obligation has meaningfully
benefited end investors, reducing transaction costs by $20 million $40 million per day, of which $7 million - $13 million is being saved
by market end-users alone per day.25 However, the clearing and
trading obligations must be generally applied to all types of market
participants in order to realize these benefits. In the absence of the
full implementation of clearing and trading obligations, from the
perspective of a buy-side market participant, the OTC derivatives
market may appear largely unchanged, with the price discovery
process opaque and fragmented and liquidity providers continuing
to focus on providing liquidity bilaterally in uncleared instruments.
For these reasons, both the US and EU have applied the clearing
and trading obligations to a broad range of financial
counterparties. In the US, the clearing obligation was phased-in
over a 9-month period in 2013 and applied to all financial
counterparties, with a narrow exemption for credit institutions
with less than $10 billion in assets. The trading obligation was then
applied in early 2014 to all counterparties subject to the clearing
obligation. In the EU, the clearing obligation was phased-in for
larger financial counterparties beginning in 2016 and will be
applied to smaller financial counterparties in 2019. The trading
obligation was then applied in early 2018 to all counterparties
subject to the clearing obligation.
The clearing and trading obligations are central pillars of the G20
reforms and their successful implementation is critical to achieving
the policy goals of mitigating systemic risk, promoting market
stability and integrity, and improving conditions for investors
through increased transparency, more competition, and better
pricing. These goals will not be fully achieved by applying the
reforms only to the inter-bank portion of the OTC derivatives
market. Therefore, we respectfully request that MAS provide
further detail regarding the proposed timeline for fully
implementing the clearing and trading obligations.

Question 3:
No comment.

Question 4:
No comment.

Question 5:
No comment.

25

Supra note 3.
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Question 6:
No comment.

Question 7:
Given the proposal to initially apply the trading obligation only to
transactions between the largest banks, the relevant trading
platforms will include those operated by inter-dealer brokers
(“IDBs”). For this reason, it is important that the definition of an
“organised market” in the Securities and Futures (Markets)
Regulations is broad enough to include these IDB platforms, which
typically offer both voice and electronic trading protocols. We note
that IDB platforms are already registered as SEFs in the US and
MTFs and OTFs in the EU.
In addition, we agree with MAS that it is important that other
market participants have the ability to access these liquidity pools
where OTC derivatives subject to the trading obligation will be
executed. Unfortunately, IDB platforms have historically denied
access to other market participants, such as the entire buy-side as
well as potential new entrants on the sell-side. This denial of
access achieves two objectives. First, it prevents end investors
from directly accessing the competitive pricing and liquidity found
on the dealer-only trading venues. Second, it makes it extremely
difficult for new liquidity providers to compete with the incumbent
dealers on any trading venue, as potential new entrants are
blocked from accessing necessary pools of liquidity for pricing and
hedging purposes.
Typical access barriers used by these IDB platforms include (a)
requiring direct clearing membership at a CCP in order to join the
trading platform, and (b) providing mechanisms that allow
platform participants to selectively “turn-off”, or otherwise restrict
trading with, certain other participants (i.e. “enablement” or
“credit control” mechanisms). These access barriers have been
specifically prohibited in both the US and EU for cleared OTC
derivatives traded on SEFs and MTFs/OTFs in order to ensure that
market participants are provided with impartial and nondiscriminatory access to these new regulated trading platforms.26

26

EU: ESMA Q&A on MiFID II and MiFIR market structure topics, Section 5.1, Question 3, available at:
https://www.esma.europa.eu/sites/default/files/library/esma70-87294290138_qas_markets_structures_issues.pdf. US: “Staff Guidance on Swap Execution Facilities Impartial Access” (Nov. 14,
2013),
available
at:
http://www.cftc.gov/idc/groups/public/@newsroom/documents/file/dmostaffguidance111413.pdf
and
“Core
Principles and Other Requirements for Swap Execution Facilities”, (June 4, 2013) at page 33508, available at:
http://www.cftc.gov/idc/groups/public/@lrfederalregister/documents/file/2013-12242a.pdf.
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We respectfully request that MAS, as part of implementing the
trading obligation, ensure that approved exchanges (“AEs”) and
recognised market operators (“RMOs”) provide impartial and nondiscriminatory access to market participants. In this regard, it may
be useful to specifically require AEs and RMOs to operate in a
“non-discriminatory” manner in the Securities and Futures
(Markets) Regulations (in addition to fair, orderly, and
transparent). This will maximise harmonisation with the US and EU
regulatory frameworks and ensure the prohibition of arbitrary and
discriminatory practices that could prevent market participants in
Singapore from accessing certain liquidity pools.

Question 8:
As part of implementing a trading obligation in Singapore, it will be
important to establish equivalence arrangements with other
jurisdictions that also have a trading obligation. In assessing the
regulatory frameworks applied to regulated platforms in these
other jurisdictions, we highlight two areas for MAS’ consideration.
1. Ensuring non-discriminatory access to regulated platforms
As detailed in Question 7 above, both the US and EU require
regulated platforms trading OTC derivatives to provide market
participants with impartial and non-discriminatory access. This
core principle has been further clarified by both the CFTC and
ESMA to prohibit specific practices that have historically been used
by trading venues to deny access to certain market participants.27
It is therefore important that MAS ensure AEs and RMOs are
subject to similar standards and are not permitted to deny market
participants in Singapore access to key liquidity pools.
2. Ensuring a robust execution-to-clearing workflow
The clearing obligation and the trading obligation are designed to
mitigate systemic risk and improve market stability and integrity by
transitioning trading activity in OTC derivatives to a safer and more
transparent regime, where market participants trade on a wellregulated platform subject to monitoring and surveillance and then
immediately face a CCP without having to worry about the bilateral
counterparty credit risk of their original executing counterparty.
In order to maximise these benefits, both the US and EU have
successfully implemented straight-through-processing (“STP”)
requirements in connection with the clearing and trading
27

Id.
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obligations.28 These requirements reduce market risk, credit risk,
and operational risk by creating a robust execution-to-clearing
workflow for market participants trading on a regulated platform.
The main STP requirements include:
(a) Submission timeframes. Each step in the operational
workflow from execution to clearing must occur within a
certain amount of time in order to prevent transactions
from being left in an uncertain, pending-clearing state
during which the client is unsure whether its exposure is to
the CCP or to its original executing counterparty.
1) Submission to the CCP after execution. Both US and EU
rules require that a transaction executed on a trading
platform be submitted to the CCP no later than 10 minutes
after execution.29
2) Acceptance or rejection by the CCP. Both US and EU
rules require that a CCP accept or reject a transaction
submitted for clearing within 10 seconds of receipt.30
(b) Pre-execution credit checks. Both US and EU rules require
pre-execution credit checks by a client’s clearing member
in order to ensure that both executing counterparties are
able to successfully clear a transaction executed on a
trading platform.31
(c) Providing certainty in the event a trade is rejected from
clearing. Both US and EU rules address the rare
circumstance of a trade being rejected from clearing after
being executed on a trading platform, including voiding the
trade in order to prevent the reintroduction of bilateral
counterparty credit risk.32

28

US: “Staff Guidance on Swaps Straight-Through Processing” (Sept. 26, 2013), available at:
http://www.cftc.gov/idc/groups/public/@newsroom/documents/file/stpguidance.pdf; and CFTC Letter No. 15-67
(Dec. 21, 2015), available at: http://www.cftc.gov/idc/groups/public/@lrlettergeneral/documents/letter/15-67.pdf.
EU: Commission Delegated Regulation (EU) 2017/582, available at: http://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32017R0582&from=EN
29

See CFTC Letter No. 15-67 and Article 3 of Commission Delegated Regulation (EU) 2017/582.

30

See CFTC “Staff Guidance on Swaps Straight-Through Processing” and Articles 3 and 4 of Commission Delegated
Regulation (EU) 2017/582.
31

See CFTC “Staff Guidance on Swaps Straight-Through Processing” and Article 2 of Commission Delegated Regulation
(EU) 2017/582.
32

See CFTC “Staff Guidance on Swaps Straight-Through Processing” and Article 5 of Commission Delegated Regulation
(EU) 2017/582.
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These STP requirements have been critical in reducing systemic
risk and are standard market practice in other jurisdictions that
have implemented a trading obligation. Therefore, we respectfully
request MAS to apply similar standards to AEs and RMOs in order
to increase global harmonisation and to ensure market
participants in Singapore benefit from the same operational
efficiencies that are available when trading on regulated platforms
in other jurisdictions.

Question 9:
No comment.

Question 10:
We agree that instruments subject to a trading obligation should
also be covered by a clearing obligation. Therefore, we support
applying the clearing obligation to both EUR and GBP IRS, in
addition to USD and SGD IRS.
However, in our view, the range of maturities covered by the
clearing obligation should be 28 days to 50 years. This is consistent
with the criteria set forth in section 129G(2) of the SFA, given
market liquidity in these instruments as well as available clearing
offerings and the scope of clearing obligations already
implemented in other jurisdictions.
In addition, we request that MAS clarify the application of the
clearing obligation to packages. As detailed in Question 1 above,
package transactions account for a significant amount of trading
activity in fixed-to-float IRS and therefore broad exemptions for
packages could undermine efforts to mitigate systemic risk
through central clearing. Following the implementation of a
clearing obligation, market participants are still able to execute
both cleared and uncleared instruments together as a package,
with the intended-to-be-cleared instrument then submitted to a
CCP post-execution in accordance with the regulatory
requirement. This approach is consistent with how both the US
and EU have implemented the clearing obligation, where no
exemptions were specifically provided for packages.
Finally, as discussed in Question 2 above, we respectfully request
MAS to provide a full implementation timeline for applying the
clearing obligation to additional market participants. A clearing
obligation that only covers inter-bank activity leaves far too much
trading activity and bilateral counterparty credit exposure outside
of central clearing. In addition to the risk mitigation and customer
protection benefits of central clearing, market research has shown
that clearing also improves overall market transparency and
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liquidity.33 In order for all market participants to fully realize these
benefits, central clearing must be implemented in both the dealerto-dealer and dealer-to-customer segments of the OTC derivatives
market.

3

Clifford Chance
Pte. Ltd.

General comments:
As stated in our cover letter, we fully support MAS' efforts to
consult on, define and implement the trading obligation in
Singapore.
In line with the G20 objectives and the Financial Stability Board
recommendations on OTC derivatives reforms, it is important that
there is consistency among the various jurisdictions implementing
OTC reforms (in particular, the US and EU regimes). We hope that
the MAS will put in place provisions in relation to
equivalence/mutual recognition or substituted compliance prior to
the commencement of the trading obligation. This would minimise
any unnecessary impact on industry participants.
We note that the Securities and Futures (Trading of Derivatives
Contracts) Regulations (the “SF(TDC)R”) is intended to
operationalise the new Part VIC of the Securities and Futures Act,
Cap 289 (the "SFA") in relation to mandatory trading of OTC
derivatives on organised markets. Pursuant to the Securities and
Futures (Amendment) Act 2017 (the "SF(A) Act"), the definition of
"organised market" has been expanded to include the trading of
derivatives contracts. In this regard, we request that MAS provide
greater clarity as to the interpretation and definition of "organised
market" under the SFA. In this connection, we request that MAS
update its Guidelines on the Regulation of Markets (Guideline No.
SFA02-G01) to provide the industry with guidance as to how MAS
will administer the legislative provisions relating to organised
markets, prior to the commencement of the trading obligation.

Question 1:
In general, we have no objections to MAS' proposal to subject IRS
denominated in USD, EUR and GBP to the mandatory trading
obligation. To the extent that MAS proposes to change the scope
of derivatives contracts which may be subject to the trading
mandate, we respectfully request that the industry be consulted

33

See Loon, Y. C., Zhong, Z. K. Does Dodd-Frank affect OTC transaction costs and liquidity? Evidence from real-time
CDS trade reports. Journal of Financial Economics, 119 (3), 645–672 (2016) at page 4, available at:
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2443654 (“the reduced counterparty risk and increased posttrade transparency associated with central clearing have beneficial effects on liquidity”).
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ahead of time and be provided the opportunity to comment on
any future amendments to the scope of the trading obligations.

Question 2:
In general, we agree with MAS' proposal to impose the mandatory
trading obligation in stages; the first stage covering banks above
the trading threshold amount, and subsequently other specified
persons in due course, as appropriate.
We note that the S$20 billion threshold amount for the first phase
of in-scope entities is in line with the proposed clearing threshold.
However, we understand from our clients that this requirement is
likely to present significant challenges in their implementation
efforts; namely, difficulties in (i) determining which derivatives
contracts are counted towards determining the S$20 billion
threshold, and (ii) ascertaining if a counterparty has exceeded the
S$20 billion threshold and is in-scope of the trading mandate.
In respect of (i), paragraph 7 of the Second Schedule read with
Regulation 6 of the draft SF(TDC)R provides that a bank, whose
aggregate outstanding gross notional amount of its total
derivatives contracts (but excluding exchange-traded derivatives
contracts) which are booked in Singapore not exceeding the
trading threshold amount, is exempted. In this regard, we
respectfully request MAS to clarify whether cleared trades, intragroup and inter-branch transactions should be included in
determining the trading threshold amount.
In respect of (ii), we have received feedback from several clients
that wish to request MAS (or a trade association) to publish and
maintain a central list of in-scope persons prior to the
commencement of the trading obligation, so that market
participants will be able to meet their trading obligations with
greater ease. This list could be an indicative (rather than definitive)
list of in-scope persons and this would be similar to the approach
taken in Hong Kong in relation to the clearing mandate; the Hong
Kong Securities and Futures Commission publishes, on a regular
basis, an up to date list of persons that have exceeded the clearing
threshold under the Hong Kong rules.34 Pre-trade clarity is
essential to facilitate market participants' compliance with the
Singapore trading obligation.

Question 3:
34

The
list
may
be
accessed
here:
http://www.sfc.hk/web/EN/files/SOM/OTC/List%20of%20Institutions%20that%20have%20Reached%20the%20Clear
ing%20Threshold%20SFC%20to%20HKMA%20Final%20(EN)%20-%204.pdf
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We support MAS' proposal to exempt public bodies from the
trading obligation. Based on the Second Schedule of the draft
SF(TDC)R, we assume that sovereign wealth funds would not be
exempted from the trading obligation. We would be grateful if
MAS would confirm that our understanding of the draft SF(TDC)R is
correct and if this is the intention.
However, we note that the list of public bodies identified in the
draft SF(TDC)R appears to be inconsistent with the lists of public
bodies identified in the draft Securities and Futures (Clearing of
Derivatives Contracts) Regulations ("SF(CDC)R"), the Securities and
Futures (Reporting of Derivatives Contracts) Regulations 2013
("SF(RDC)R") and the MAS Guidelines on Margin Requirements for
Non-Centrally Cleared OTC Derivatives Contracts ("Margin
Guidelines"). For instance, the Asian Infrastructure Development
Bank, the Caribbean Development Bank, and the Council of Europe
Development Bank are listed as exempted persons in the Second
Schedule to the draft SF(TDC)R but are not included in the
SF(RDC)R, the draft SF(CDC)R or the Margin Guidelines.
We would respectfully request that MAS clarify if it intends for the
list of exempt public bodies in respect of the trading mandate to
be different from the list of exempt public bodies in respect of the
margin, trade reporting and the clearing mandate or if it intends to
align the four lists to maintain consistency.

Question 4:
Based on our review of the draft SF(TDC)R, it would appear that
the trading obligation applies where (i) both parties to a
derivatives contract are banks that exceed the trading threshold
amount (i.e. S$20 billion gross notional outstanding of OTC
derivatives contracts booked in Singapore for each of the last four
quarters); and (ii) the derivatives contract in question is "traded in
Singapore" by both parties to that derivatives contract (paragraph
5.1 of the Consultation Paper, read with Regulation 5(1) and
paragraph 7 of the Second Schedule of the SF(TDC)R).
In other words, under the proposed approach, a derivatives
contract which is booked outside of Singapore may also be subject
to the trading mandate under the Singapore regime, if that
derivatives contract is "traded in Singapore" by both
counterparties and both counterparties are banks that exceed the
trading threshold amount.
We would be grateful if MAS would confirm that our
understanding of the draft SF(TDC)R is correct and if this is the
intention.

Monetary Authority of Singapore

23

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

Operational difficulties
In relation to the "nexus" requirement (i.e. the proposal to impose
the trading mandate on derivatives contracts "traded in
Singapore"), we understand from our clients that this would give
rise to significant compliance difficulties; namely, one party to a
derivatives contract would not, by itself, be able to determine
whether or not its counterparty has "traded in Singapore" the
derivatives contract in question.
In our view, adopting a "booked in Singapore" requirement for the
trading mandate would be sensible, as (i) such requirement would
be easier for market participants to implement, given that the
booking location of a particular trade is generally determined pretrade by each party to a derivatives contract (and therefore, both
parties would be aware of the other party's booking location); and
(ii) this would be in line with MAS' proposals in the Consultation
Paper on Draft Regulations for Mandatory Clearing of Derivatives
Contracts, under which MAS proposed to impose the clearing
obligations on in-scope trades that are "booked in Singapore" by
both parties to a particular trade.
As mentioned in our responses to Question 2 above, in the
absence of transparency requirements or a central repository of
trading information, it would be challenging for parties to comply
with the trading mandate, and in particular, to determine if its
counterparty to a derivatives contract has "traded in Singapore"
that derivatives contract. Given that most banks have global
trading models, a party to a derivatives contract would not, by
itself, be able to determine whether its counterparty has met (or
will meet) the "traded in Singapore" requirement in respect of that
derivatives contract. As such, without pre-trade knowledge, clarity,
confirmations, or representations, from each party to a derivatives
contract as to the location of the relevant trader in respect of that
derivatives contract, it is likely that market participants will over
comply with the trading mandate.
We note that MAS has indicated at paragraph 5.2 of the
Consultation Paper that the proposed approach should not result
in any conflicts in relation to cross-border transactions with US or
EU banks that are also persons subject to the US or EU trading
obligations. In this regard, we respectfully point out that the
proposed approach could give rise to a conflict with the EU
mandatory trading requirements applicable to, for instance, the
Singapore branch of an in-scope EU entity. Derivatives contracts
traded through the Singapore branch of an in-scope EU entity may
also be subject to the EU mandatory trading obligations. This risk
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of conflict would be mitigated if the EU determines either that (i)
Singapore trading venues are equivalent or (ii) that there are
equivalent trading obligations in Singapore that would result in the
disapplication of the EU trading requirements if one of the parties
is established in Singapore (i.e. substituted compliance). However,
in respect of (i) above, we note that the "traded in Singapore"
requirement could have an impact on MAS' ability to seek
equivalence determinations for local organised markets.
Accordingly, we respectfully request that MAS consider removing
the "traded in Singapore" requirement for the trading mandate
and allow in-scope banks to demonstrate compliance with respect
to derivatives contract booked in Singapore only.

Question 5:
Intra-group and inter-branch transactions
We support MAS' proposal to exempt intra-group transactions
from the trading obligation.
We note Regulation 4(2)(b) of the draft SF(TDC)R provides that
derivatives contracts will not be subject to the trading mandate
where parties to that contract are (a) a person that has entered
into the contract for its own account or for an account belonging
to, and maintained wholly for the benefit of, a related corporation,
and (b) another related corporation of that person. However, the
SF(TDC)R does not expressly address derivatives contracts entered
into between branches of the same legal entity. While
understandably these are not strictly speaking from a legal
perspective "contracts" as they are entered into between branches
of the same legal entity, it would provide certainty for market
participants if MAS could confirm that inter-branch transactions
are exempted from the trading obligation.
Package Transactions
We note that MAS has indicated in paragraph 6.2 of the
Consultation Paper that "package transactions" will not be subject
to the trading obligation and we support MAS' proposal in this
regard.
We understand that "package transactions" are interlinked
financial transactions comprising various financial instruments
which a party executes together. As such, if no exemption were to
apply, it is possible that only some and not all of the financial
instruments in a package transaction are subject to the trading
obligation. We understand that in this case, we understand MAS'
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proposal is for the entire "package" to not be subject to the trading
mandate. We respectfully request that MAS confirm that our
understanding is correct.
While we welcome an exemption for "package transactions" from
the trading obligation, it is unclear to us how this proposal has
been incorporated into the draft SF(TDC)R. We note that
Regulation 4(2)(c) of the draft SF(TDC)R provides that a derivatives
contract that is a contract resulting out of a multilateral portfolio
compression cycle in respect of a portfolio of derivatives contracts
other than in-scope derivatives contracts, would be exempt from
the trading obligation. From the proposed definition of
"multilateral portfolio compression cycle" (which differs from our
understanding of what constitutes
"package transactions" as set out above), it is unclear how the
exemption for "package transactions" has been incorporated in the
draft SF(TDC)R. By way of suggestion, MAS may wish to consider
how "package transactions" are defined under the EU regime. We
note that there have been recent developments35 on the EU
approach as to when components of "package transactions" are to
be subject to the trading obligations. We would be grateful if MAS
would incorporate the exemption for "package transactions" into
the final SF(TDC)R.
Other exemptions
From Regulation 4(2)(a) of the draft SF(TDC)R, we understand that
legacy trades would not be subject to the trading obligation.
However, we would welcome clarification from MAS as to (i) the
treatment of new transactions resulting from portfolio
compression of legacy transactions (or a mixed set of both legacy
and post trading commencement date transactions); (ii) whether
novated trades will be in scope for the trading obligation; and (iii)
whether amendments to legacy trades or partial unwinds of legacy
trades are in scope for the trading obligation.

Question 6:
We note that MAS has proposed in Regulation 5(2) of the draft
SF(TDC)R to provide a specified person subject to the trading
obligations with a six-month transition period from the date of
such person becoming a specified person. The regulations do not
make clear if such person's counterparty to a specified derivatives
contract (where such counterparty is already a specified person
subject to the trading obligations) during the six-month transition
35

See ESMA Opinion on the treatment of packages under the trading obligation for derivatives dated 21 March 2018.
Available at: https://www.esma.europa.eu/press-news/esma-news/esma-clarifies-treatmentpackages-under-mifir’strading-obligation-derivatives
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period would be exempted from the trading obligations in respect
of that contract. We would be grateful if MAS would clarify in the
final SF(TDC)R that such counterparty would similarly be exempted
from the trading obligations during the transition period, and that
the trading obligations would not apply retrospectively to such
trade.
In addition, MAS has proposed in paragraph 7.1 of the Consultation
Paper to finalise and issue the SF(TDC)R together with the
commencement of the SF(A) Act in the third quarter of 2018. In
our view, the proposed timeline may be difficult to meet,
particularly in view of the fact that market operators (who do not
currently hold an approved exchange or recognised market
operator licence) will need to apply and be granted the
appropriate licensing status in Singapore before market
participants can rely on such organised markets to satisfy their
Singapore trading obligations. For participants relying on
substituted compliance for derivatives contracts that are subject to
more than one regulatory regime (both the MAS trading
obligations and, for instance, the US or EU trading obligations),
equivalence determinations for Singapore based organised
markets should be obtained prior to the commencement of the
Singapore trading obligations.
We recommend that the trading commencement date be
extended, or a longer transition period be included, in order to
provide market operators with sufficient time to apply for and
obtain their licences, and for participants to onboard trading
venues (if required).
Separately, we respectfully request that MAS provide clarity on the
timeline for mandatory clearing and when the clearing regulations
will be finalised.

Question 7:
No comments.

Question 8:
As noted above, mechanisms for equivalence of trading venues or
substituted compliance would be essential to ensuring crossborder harmonisation. We respectfully request that prior to the
commencement of the trading mandate, MAS clarifies and puts in
place mechanisms for equivalence or substituted compliance.
Transparency
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While MAS has made clear its intention to ensure equivalence
being granted to trading venues based in Singapore (e.g. through
reciprocal recognition of EU or US based trade venues), there is
some concern that the absence of transparency requirements
under the Singapore trading mandate / regime may impact MAS'
ability to seek equivalence determinations from other regulators in
respect of local organised markets. For instance, transparency is a
key element under MIFID2 / MIFIR.
Substituted compliance
MAS should consider introducing a “substituted compliance”
provision, whereby an overseas entity which complies with its
home jurisdiction obligations would not need to separately and
additionally comply with local requirements. This would greatly
ease market participants' compliance burden.

Question 9:
We note that in the definition of "traded in Singapore" in
Regulation 2(1) of the draft SF(TDC)R, the two limbs of that
definition should be labelled as "(a)" and "(b)" (rather than "(d)"
and "(e)" as currently drafted).
We note that the definition of "booked in Singapore" in the draft
SF(TDC)R is different from the definition of the "booked in
Singapore" in the SF(CDC)R and the SF(RDC)R. We would
respectfully request that MAS clarify if the concept is intended to
be defined consistently across the trading, clearing and trade
reporting obligations. Unless the intention is to have it defined
differently, we would respectfully submit that the same definition
of "booked in Singapore" should be adopted in all three
regulations.

Question 10:
No comments.

4

Crédit Industriel
et Commercial

General comments:
-

Question 1:
“MAS proposes to subject the more liquid USD, EUR and GBP IRS to
trading obligations in Singapore. These will be for tenors which are
traded more significantly by participants in Singapore : 2, 3, 5, 7, 10
years”
This creates additional “complexity” as other regulations
(Mifid2,…) apply to more tenors (for instance for EUR:
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2,3,4,5,6,7,8,9,10,12,15,20,30 years). We would suggest
alignments on the tenors with other jurisdictions.

Question 2:
-

Question 3:
-

Question 4:
-

Question 5:
We are supportive of this.

Question 6:
-

Question 7:
Tradeweb. There should be recognition of platforms already
approved in other jurisdictions.

Question 8:
-

Question 9:
-

Question 10:
We are supportive of this (we are already under this obligation
under EMIR).

5

Deutsche Bank
AG Singapore

General comments:
Deutsche Bank (DB) appreciates the opportunity to provide
feedback to the Monetary Authority of Singapore (MAS)
consultation on Draft Regulations for Mandatory Trading of
Derivatives Contracts (Draft Consultation).
We support the introduction of mandatory trading of derivatives
contracts in Singapore. The trading obligation in Singapore will
reaffirm Singapore’s commitment to the Group of Twenty (G20)
over-the-counter (OTC) derivatives reforms as well as align with
other Financial Stability Board (FSB) jurisdictions such as the
European Union (EU) and the United States (US) in adopting a
trading obligation. We believe the proposal for the trading and
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clearing obligations should apply to in-scope market participants
regardless of where the transaction is booked.
As the MAS’ trading obligation is a subset of the EU trading
obligation, it is important that EU market participants can continue
to meet their home jurisdictions’ trading obligations as well as the
Singapore trading obligation. This may be facilitated through MAS’
equivalence determinations, substituted compliance and
recognition of trading venues prior to commencement of the
Singapore trading obligation.

Question 1:
We support the proposal to subject IRS denominated in USD, EUR
and GBP with the contract specification in Table 1 to the trading
obligation. While we understand MAS’ view that products with
limited domestic or regional liquidity pool may not be appropriate
to be subject to the trading obligation at this time, we wish to
highlight that market practices are changing as a result of
regulations such as the Markets in Financial Instruments
Regulation (MIFIR) and the Dodd-Frank Act (DFA) which promote
the use of trading venues. Additionally, advances in technology
also contribute to changes in market practices.
The changing market environment, increased sophistication of
market participants, increased use of technology and availability of
trading venues have made the use of trading venues more widelyaccepted and accessible than it had been in the past. We believe
that the market is sufficiently sophisticated to support an
expanded scope of the trading obligation to include IRS
denominated in SGD.
We noted that the contract specifications set out in Table 1, while
similar to the EU derivatives trading obligation, only forms a subset
of the EU trading requirements. As a result, it is important that
overseas trading venues such as EU multilateral trading facilities
(MTFs), organised trading facilities (OTFs) and/or United States
(US) swap execution facilities (SEFs) are recognised market
operators (RMOs) in Singapore to enable EU market participants to
continue using these trading venues to meet their existing EU
trading obligations and substituted compliance be allowed where
a firm is deemed to have met its Singapore trading obligation
when applying the EU trading obligation.

Question 2:
We noted that in February 2016, the Hong Kong Monetary
Authority (HKMA) published its Consultation Conclusions and
Further Consultation on Introducing Mandatory Clearing and
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Expanding Mandatory Reporting36 which states in paragraph 92
that the HKMA proposes to keep the clearing threshold at the
same level (USD $20 billion) for the next two years and will consult
the market before lowering the clearing threshold. Accordingly,
HKMA may look to revise the clearing threshold sometime this
year. We respectfully submit that MAS may wish to take this into
consideration when determining the appropriate threshold.
Additionally, the threshold for the trading obligation should align
with the threshold of the clearing obligation, especially in terms of
how it should be calculated.
We noted that since MAS published its consultation paper on
mandatory clearing in July 2015, clearing of transactions via a
central counterparty (CCP) is now more widely understood and
used by a large number of market participants. While it may have
been appropriate to apply a threshold of S$20 billion in 2015,
consideration should be given to the changes in market practices
since 2015 and the increased sophistication of market participants
with respect to clearing requirements and execution on trading
venues. We respectfully ask MAS to consider a threshold similar to
that of the European Markets Infrastructure Regulation (EMIR)
clearing threshold of EUR 3billion for interest rates, foreign
exchange and commodity derivatives and EUR 1billion for credit
and equity derivatives.

Question 3:
We support the exemption of public bodies from the trading
obligation. In particular, we support the view that central banks,
debt management offices and multilateral development banks
should not be subjected to the trading obligations.

Question 4:
We wish to highlight that the threshold for the trading obligation
should be aligned with the clearing obligation, especially in the
methodology for calculation of the threshold.
As you may be aware, the EU trading obligation applies to all
market participants that are financial counterparties (FCs) or nonfinancial counterparties (NFCs+) that have crossed the clearing
threshold. The products subject to the trading obligation are a
subset of the products subject to the clearing obligation. There is
no differentiation made between “traded in EU” transactions and
“booked in EU” transactions.
36

HKMA Consultation Conclusions and Further Consultation on Introducing Mandatory Clearing and Expanding
Mandatory Reporting, Paragraph 92, Page 22, February 2016, http://www.hkma.gov.hk/media/eng/doc/keyinformation/press-release/2016/Consultation_Conclusions_eng.pdf

Monetary Authority of Singapore

31

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

Question 5:
We support the exemption of intra-group transactions from the
trading obligations.

Question 6:
We have no objection to the commencement of the trading
obligation and the clearing obligation. We wish to highlight that
the implementation of the trading obligation is fundamentally
dependent on the relevant US SEFs, EU MTFs or EU OTFs being
licensed as RMOs in Singapore before the commencement of the
trading obligation. We also wish to highlight that a smooth
implementation will be dependent on MAS’ equivalence
determinations, substituted compliance determinations and
recognition of trading venues before the trading obligation
commencement date.
In order to assess an appropriate commencement date, we would
require more clarity around these determinations. We propose a
minimum lead time of 6 months to allow sufficient time to onboard and connect to the trading venue before commencement of
the trading obligation.

Question 7:
We currently access, or intend to access, these venues for the
trading of USD, EUR and GBP IRS as listed below. We have excluded
trading venues which are already registered with MAS as RMOs,
such as Bloomberg Trading Facilities, Brokertec EU Ltd, ICAP SEF LLC,
TradeWeb EU Ltd.
(a) BGC Broker LP;
(b) BGC Derivative Markets LP;
(c) DW SEF LLC;
(d) GFI Brokers Ltd;
(e) GFI Swaps Exchange LLC;
(f) ICAP Global Derivatives Ltd;
(g) ICAP Securities Ltd;
(h) ICAP WCLK Ltd;
(i) ISWP Euro Limited;
(j) tpSEF Inc;
(k) Tradition SEF, Inc;
(l) Tradition (UK) Ltd OTF;
(m) Tradition TRADE-X
(n) Tullet Prebon (Europe) Ltd,
(o) Tullet Prebon (Institutional Services) Ltd;
(p) Tullet Prebon (Securities) Ltd;
TW SEF LLC
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Question 8:
A minimum of 6 months is needed from the time the final
regulations are published. This is because each trading venue will
have its own documents which will require internal legal review
and negotiation. If and once that is agreed, then the firm’s
customers will need to on-board with the trading venue as well. In
addition, the firm will need to test its connectivity to the trading
venue and to ensure internal systems are able to handle the “new”
connection to the trading venue. All of the stated steps require
sufficient time and resources to implement.

Question 9:
The draft SF(TDC)R in Annex B and the draft Securities and Futures
(Clearing of Derivatives Contracts) Regulations 2015 (SF(CDC)R)37
should be aligned in terms of the list of exempted persons. For
example, the Asian Infrastructure Bank is in the Second Schedule
of the SF(TDC)R but not in the Second Schedule of the SF(CDC)R.

Question 10:
We are of the view that the tenors for the EUR and GBP IRS should
be from 28days to 30years. This would align EUR and GBP with the
proposed clearing of SGD and USD IRS tenors which have a
maturity of up to 30 years as stated in the First Schedule of the
SF(CDC)R 38.
As you may be aware, under the EMIR clearing requirements39, the
tenor for GBP, USD and EUR is 28 days to 50 years and is currently
applicable to certain categories of EU market participants.
Consequently, the contracts subject to the Singapore clearing
obligation will be a subset of the contracts under the EMIR clearing
obligation. In order for an EU entity to meet both its home and
host clearing obligations, we respectfully request that substituted
compliance be allowed where a firm is deemed to have met its
Singapore clearing obligation when applying the EMIR clearing
obligation. Further, we are of the view that a firm should be
granted the ability to clear these transactions at a CCP of its
choice.

37

MAS Securities and Futures (Clearing of Derivatives Contracts) Regulations 2015, First Schedule,
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20B%20%20S
ecurites%20and%20Futures%20Clearing%20of%20Derivatives%20Contracts%20Regulations.pdf
38

MAS Securities and Futures (Clearing of Derivatives Contracts) Regulations 2015, First Schedule,
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Annex%20B%20%20S
ecurites%20and%20Futures%20Clearing%20of%20Derivatives%20Contracts%20Regulations.pdf
39

European Securities and Markets Authority (ESMA), Public Register for the Clearing Obligation under EMIR, Jan 2018,
https://www.esma.europa.eu/sites/default/files/library/public_register_for_the_clearing_obligation_under_emir.p
df
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General comments:
IHS Markit has a deep understanding of the derivatives market
developed through its derivatives processing platforms, which are
widely used by market participants, trading venues and brokers to
increase operational efficiency, reduce cost, and ensure legal
certainty. Globally over 2,000 firms use the various IHS Markit
trade processing platforms that process, on average, 90,000
derivative transaction processing events per day. IHS Markit’s
trade processing platforms form an important element of
derivatives workflows, particularly in the credit, interest rate,
equity, and foreign exchange asset classes.
We welcome the opportunity to comment on the consultation and
support MAS’s proposed approach to focus the trading obligation
only on those derivatives that are more liquid and in ensuring
consistency with the wider global picture. Research, as well as
market practice, suggests that illiquid financial instruments
become less liquid when subject to centralised trading and public
transparency. This is because the additional transparency40
associated with on-venue trading (resulting in publicly
disseminated demand for liquidity) for an OTC derivative alerts
market participants that there is demand for liquidity. Such
information encourages liquidity providers to withdraw liquidity in
order to force the liquidity demander to pay a premium. This
‘predatory trading’ deters liquidity providers from meeting end
user demand for hedging transactions, effectively raising the cost
for market users to reduce commercial risks.
We broadly support the proposed trading obligations and would
urge MAS not to extend the trading obligation beyond a carefully
chosen set of liquid instruments unless there is robust evidence
(based on historical price forming transactions and the activity of a
necessary number of market participants on multiple trading
venues) that adequate liquidity exists. Furthermore, MAS should
ensure adequate time is given to the market to prepare for the
implementation of a trading obligation and consider adequate
mechanisms to revoke a trading obligation if market conditions
change and liquidity is affected. This can help avoid the negative
consequences of a poorly calibrated trading obligation. Also, if an
associated clearing obligation was revoked, it would be important
to automatically revoke any trading obligation.

40

For example, see Predatory Trading, Markus K. Brunnermeier and Lasse Heje Pedersen, The Journal of Finance, Aug.
2005, at 1824-1825, available at http://pages.stern.nyu.edu/~lpederse/papers/predatory_trading.pdf
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We would be happy to discuss any of the points we make here in
further detail.

Question 1:
Although we broadly support the MAS proposal for the reasons set
out above, we do have some concerns about several of the
benchmark tenors being proposed for the trading obligation. Prior
to the adoption of the trading obligation in the EU, we undertook
some liquidity analysis using trade data sourced from IHS Markit’s
derivatives processing business and shared it with ESMA. This
revealed that some benchmarks were less liquid than previous
analysis suggested. Based on this work, we believe that a number
of the IRS proposed by MAS to fall under the trading obligation are
actually illiquid and, therefore, should not be included until
liquidity improves. We estimated that, for example, some of the
proposed IRS can have fewer than 10 transactions per day and
therefore MAS should consider carefully the potential negative
impact of applying a trading obligation to all of these. This analysis
is available in the Annexes of our submission to ESMA, available at:
https://cdn.ihs.com/www/pdf/IHS-Markit-response-ESMA-CPTrading-Obligation-Jul-2017.pdf

Question 2:
We welcome MAS’s proposal to impose trading obligations only on
banks with significant trading activity as an appropriate and
proportionate way to apply the new requirements and maintain
access to these markets for firms looking to hedge real commercial
risks. The activity of such banks is likely to be a significant
proportion of trading activity and, therefore, represent the vast
majority of the market volume booked in Singapore.
We would suggest that the calculation of the S$20 billion gross
notional is done on an annual rolling average basis. This would
mean that those banks that may close to the threshold will not find
themselves moving in an out of the obligation on a frequent basis.
A rolling average would also have the advantage of not providing a
particular point in time measure that could be manipulated by
such banks (for example by artificially deflating positions over a
short period to appear to fall below the threshold).
MAS may also want to consider the risk that in setting only an
outstanding notional threshold it may capture infrequent traders
with large outstanding thresholds from only a few long term
transactions, rather than only frequent traders. In that case MAS
should consider adding a second deminimus threshold based on
trading activity.
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Question 3:
We agree with the proposal to exempt public bodies from trading
obligations. We would encourage MAS to also permanently
exempt commercial end users and other participants with similar
trading activities and volumes for the same rationale (as in para
4.4) of enabling them to maintain flexibility to respond to a variety
of circumstances.

Question 4:
We agree that MAS’s proposals to only apply the trading obligation
when both counterparties are banks exceeding the threshold of
S$20 billion gross notional outstanding. As explained in our
response to Question 2, this should capture the vast majority of
trading while enabling other users the flexibility to trade in a way
that is the most efficient and effective for their purposes. As MAS
point out in their paper (para 5.3), 80% of the Singapore market is
expected to be executed on organised markets under the
proposed arrangements. As the trading obligation will rightly apply
only when both counterparties
exceed the set threshold, to avoid disruptive uncertainty MAS
should establish a mechanism by which market participants can
easily identify, before trading, whether a prospective counterparty
would be subject to the trading obligation.
This could take the form of a published list of banks which are in
scope, similar to those maintained by HKMA in Hong Kong or ASIC
in Australia to identify those banks in the scope of their clearing
obligation. Furthermore, MAS should clarify whether it expects the
trading obligation to apply when in scope banks (above the
threshold) book a trade in a relevant instrument in Singapore;
whether it applies when in scope banks trade a relevant
instrument in Singapore; whether it applies only if trades take
place and are booked in Singapore; or whether it applies if trades
take place or are booked in Singapore. Applying the trading
obligation to trades that are either booked or traded in Singapore
or are booked and traded in Singapore would be extremely
onerous operationally as it would be difficult for traders to
understand, ex ante, whether the trade they are looking to
conduct would be in scope of the trading obligation. We would
therefore recommend the obligation only applies to trades
between in scope banks that are actually traded in Singapore.
As MAS point out (for example in para 4.3), the trading obligation
and associated thresholds will be kept under review and action can
be taken at the point when evidence of any suboptimal and/or
unexpected developments arises. As stated above, MAS should

Monetary Authority of Singapore

36

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

also ensure it has a mechanism to quickly revoke or reduce the
scope of the trading obligation (and clearing obligation) if the
market changes, particularly due to falling liquidity.

Question 5:
We fully agree with the proposed treatment of intra-group
transactions and package transactions. Package trades, being
transactions bringing together a number of different components,
cannot by their nature be standard and liquid enough to enable
them to subject to a trading obligation without serious risks of
disrupting the smooth and orderly functioning of the market.
Furthermore, MAS should ensure that there is some flexibility
around the implementation of the trading obligation that ensures
transactions that are outsized or wholesale in nature (known in the
USA as ‘block’ transactions and in Europe as ‘large in scale’
transactions) are also exempted from the trading obligation. Trying
to conclude such transactions on a trading venue can be disruptive
for the market as using a venue means pre-trade information can
leak on the intent to trade and post-trade information makes it
harder for the dealer to hedge, making it less likely they will
conclude such a trade.

Question 6:
We believe that market participants and trading venues should be
provided with a minimum notice of 6 months from the point that
all the rules, including all associated technical requirements, are
finalised before the application of a trading obligation in order to
ensure adequate time for clients to be onboarded and systems to
be fully tested.
Additionally, a trading obligation should only be imposed after
there is evidence that the conditions exist to for the instruments in
question to have been successfully subjected to a clearing
obligation. It would, therefore, be prudent to impose a trading
obligation only after a clearing obligation has been successfully
applied in that particular instrument for at least six months.

Question 7:
N/A

Question 8:
The application of the MAS trading obligation would ideally be at
least six months after the conclusion of equivalence decisions with
the EU and CFTC (as the proposal covers GBP, EUR and USD
instruments) to ensure a smooth transition for globally active
banks.
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Furthermore, as stated above, a trading obligation should only be
imposed after there is evidence that the conditions exist to for the
instruments in question to have been successfully subjected to a
clearing obligation. Therefore it would be prudent to impose a
trading obligation only after a clearing obligation has been
successfully applied in that particular instrument for at least six
months.

Question 9:
N/A

Question 10:
As we mention above, we believe that a trading obligation should
only be considered if the conditions first exist for a clearing
obligation to be successfully imposed, something that has been the
standard approach of a number of regulators, including the EU and
US. A trading obligation should, therefore, not be imposed on any
instruments that had not first been subject to the clearing
obligation for at least six months.
Additionally, a trading obligation should only be applied in
Singapore to instruments that have been subject to a clearing
obligation in Singapore for at least six months and that are also
demonstrated to be sufficiently liquid in Singapore. This should be
apparent from reporting data and is likely to apply only to a subset
of instruments subject to a clearing obligation.
Finally, whenever a clearing obligation is removed or suspended
the trading obligation should also be removed or suspended
automatically as the circumstances that enabled the initial
application would have changed. MAS should develop a
mechanism to ensure this happens.

7

Investment
Management
Association of
Singapore

General comments:
On 27th February 2018, the Investment Management Association
of Singapore (“IMAS”) sought our members’ (“We”) comments
regarding the Consultation Paper on Draft Regulations for
Mandatory Trading of Derivatives Contracts.
We welcome this consultation and request the Council to consider
the thrust of the proposed changes to be positive.

Question 1:
Referring to paragraph 3.5 of the Consultation Paper, we wish to
inquire if the MAS has already engaged with foreign market
operators on an ongoing dialogue basis, to understand the
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thoughts of said operators, regarding the need to apply and to be
granted the appropriate licensing status in Singapore.
We note from paragraph 3.6 of the Consultation Paper that the
MAS proposes to subject USD, EUR and GBP IRS to trading
obligations in Singapore. These will be for tenors which are traded
more significantly by participants in Singapore. As such, we
propose that trades which are not plain vanilla IRS (for e.g. IRS
trades with maturity that differs from Table 1 of the consultation
paper - USD IRS with maturity 2 years 4 months etc), should not be
subjected to the proposed trading obligations.

Question 2:
While paragraph 4.2 of the Consultation Paper has specifically laid
out the MAS’s intention to apply the trading obligation only to
banks which exceed a threshold of S$20 billion gross notional of
OTC derivatives, this obligation is not as apparent in paragraph 7 in
the Second Schedule of the draft regulation. We also seek to clarify
if intra-group transactions (which are exempted based on
paragraph 6.1 of the Consultation Paper) form part of the
calculation of the threshold.
We note that based on paragraph 4.3 of the Consultation Paper,
CMS licence holders are specified persons who will be initially
exempted from the trading obligations. For Fund Management
Companies (FMCs) (CMS licence holder) which are trading as
agents/fund managers for principals which are banks, we wish to
know if the trading obligations would apply if the following are
met:
 Principal is a Bank that exceed a threshold of S$20 billion
gross notional outstanding of OTC derivative contracts
booked in Singapore for each of the last 4 quarters;
 Counterparty is a Bank that exceeds a threshold of S$20
billion gross notional outstanding OTC derivatives
contracts booked in Singapore;
• Counterparty is not within the Group; and
The contracts traded falls within the specification set out under
Table 1 of the Consultation Paper and is traded in Singapore (i.e.
traders based in Singapore).

Question 3:
We propose to the MAS to consider exempting FMCs which do not
take up proprietary positions and do not hold custody of clients’
assets, and do not pose significant systematic risk to the financial
system.

Question 4:
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We wish to clarify if the MAS intends to roll out a mechanism or
work with the industry, to identify trades that are executed by
both counterparties who meet the criteria.
We note from paragraph 5.1 of the Consultation Paper that the
MAS is imposing trading obligations to products that are traded in
Singapore by both counterparties that exceed the proposed
threshold of S$20 billion gross notional outstanding of OTC
derivatives contracts booked in Singapore. With reference to this,
we wish to approach the MAS with the following queries:
•

With the view that the requirement is a continuous look
back of 4 quarters and that some entities may not be
willing to disclose the amount of OTC derivatives contracts
booked in Singapore, to assess if trading obligations apply,
would there be a public register of specified persons which
are subjected to the trading obligations; or would the onus
be on specified persons to reach out to counterparties to
understand if the counterparties are specified persons
which are subjected to the trading obligations?

Would the MAS be providing more guidance on the methodology
for calculating “gross notional outstanding of OTC derivatives
contracts”?

Question 5:
We welcome this proposal as it demonstrates the MAS’s risk-based
approach in governing the industry.

Question 6:
With the various changes to the content of the SFA, we propose to
the MAS to consider giving sufficient time for all affected market
players to comply, as different entities may face varying tightness
of resources when adhering to the changes.
We note that the MAS intends to issue the SF(TDC)R in conjunction
with the commencement of the SF(A) Act, targeting for
commencement in 3Q 2018. We are of the view that existing IRS
trades of contracts, with specifications in Table 1 of the
Consultation Paper, should be grandfathered, and not subjected to
the trading obligations.

Question 7:
No comments.

Question 8:
No comments.
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Question 9:
No comments.

Question 10:
No comments.

8

Japanese
Bankers
Association (JBA)

General comments:
We, the Japanese Bankers Association (“JBA”), would like to
express our gratitude for this opportunity to comment on the
consultation paper: Draft Regulations for Mandatory Trading of
Derivatives Contracts, issued on February 21, 2018 by the
Monetary Authority of Singapore (“MAS”).
We welcome the proposal in that mandatory use of trading
facilities for certain transactions and other matters described in
the consultation paper are in line with the G20 objectives and FSB
recommendations on OTC derivatives reforms, and take into
account consistency with, among other things, the proposed
clearing obligations published by MAS in 2015 and existing
regulations of US and EU.
Nevertheless, MAS is requested to take the actions commented
below in order to reduce burdens of globally-active financial
institutions given that similar regulations are already in effect in
other jurisdictions.
It is also requested that MAS finalise this regulation as early as
possible in order to facilitate the compliance of the trading
obligations by financial institutions and take flexible approaches in
terms of the timing of its implementation by, for example,
applying a certain grace period in consideration of the progress of
financial institutions’ preparation.

Question 1:
-

Question 2:
(Our comment)
With a view to ensuring regulatory transparency and reducing
practical burdens, it is requested that MAS or other competent
authorities will periodically publish the list of financial institutions
exceeding the trading threshold and thereby clarify the specified
persons subject to trading obligations.
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Please also clarify the definition of “OTC derivatives contracts”
which is an underlying component of the threshold and commonly
applied to the proposed clearing obligations, as well as the
rationale for that definition.
(Rationale)
Generally, even if the counterparty is a financial institution based
in Singapore, it is difficult to identify, in practice, the location at
which an OTC derivatives contract of the financial institution is
ultimately booked. Also, whether the financial institution exceeds
the threshold could be identified only by self-assessment and not
by third parties. Further, confusion may arise if the counterparty’s
notional principal amount of OTC derivatives changes and thus the
financial institution may no longer be subject to trading obligations
with notional amounts below the threshold.
In this view, as requested in our comment on the proposed
clearing obligations submitted in July 201541 to disclose the
specified persons subject to the mandatory clearing, MAS or other
competent authorities should publish the list of financial
institutions subject to trading obligations, as being adapted by
other jurisdiction, including Australia42 and Hong Kong43 in
implementation of their respective clearing obligations. This
approach should further enhance the regulatory transparency and
significantly decrease practical burdens required to assess
counterparties, etc., and thereby enable easier achievement of the
objectives for implementing the regulation.
In the consultation paper, MAS proposes the trading threshold and
explains as follows: “In effect, this will be the same group of banks
that will be subject to MAS’ clearing obligations”. However, we
think that the consultation paper does not necessarily provide an
explicit guidance on the definition of “OTC derivatives contracts”
which are to be included in the calculation of gross notional
outstanding as well as the rationale for the proposed threshold.
Given this, MAS is requested to clarify them in finalising the
regulation.

Question 3:
41

https://www.zenginkyo.or.jp/fileadmin/res/abstract/opinion/opinion270741.pdf

42

http://asic.gov.au/regulatory-resources/markets/otc-derivatives-reform/central-clearing-of-otc-derivatives/cleari
ng-entity-notifications/

43

http://www.sfc.hk/web/EN/files/SOM/OTC/List%20of%20Institutions%20that%20have%20Reached%20the%20Cl
earing%20Threshold%20SFC%20to%20HKMA%20Final%20(EN)%20-%204.pdf
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Question 4:
-

Question 5:
-

Question 6:
-

Question 7:
(Our comment)
It is requested that MAS determine that trading facilities of third
countries (e.g. US and EU) are equivalent to the corresponding
trading facilities under its proposed trading obligations.
(Rationale)
Other jurisdictions (e.g. US and EU) already have in place
regulations to operationalise the obligation to use trading facilities,
and therefore, globally-active financial institutions have already
completed system developments, administrative frameworks and
other actions to adapt to SEF (Swap Execution Facility) under the
US regulation and MTF (Multilateral Trading Facility) under the EU
regulation.
From the perspective of reducing burdens of such financial
institutions as much as practical, similarly to US/EU regulators,
MAS should assess third-country trading facilities as equivalent for
the purposes of the proposed trading obligations so that the
financial institutions can apply the existing practices, including
contracts (e.g. Rule Book), just as they are. This should lead to
cross-border regulatory harmonisation and enable more efficient
achievement of policy objectives.

Question 8:
-

Question 9:
-

Question 10:
(Our comment)
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We do not have any concerns about the proposal to subject EUR
and GBP IRS to clearing obligations. We, however, request that the
maximum maturity applied to clearing of SGD IRS will not exceed
the maximum maturity available when clearing them through
globally-used clearing agencies (e.g. about 10 years in the case of
LCH).
(Rationale)
We are in support of the proposal which aims to align US and EU
clearing obligations. However, MAS is requested to appropriately
set the maturity for SGD clearing up to about 10 years that are
available at the globally-used clearing agencies, such as LCH44. We
also request MAS to take into account the liquidity and the
consistency with maturity of other currencies regulated in the
consultation paper when setting the maturities.

9

London Stock
Exchange Group

General comments:
London Stock Exchange Group (‘LSEG’ or ‘the Group’) is a financial
market infrastructure provider with significant operations in
Europe, North America and Asia. Its diversified global business
focuses on capital formation, intellectual property and risk and
balance sheet management. LSEG operates an open access model,
offering choice and partnership to customers across all of its
businesses.
LSEG operates multiple clearing houses. It has majority ownership
of the multi-asset global CCP operator, LCH Group (‘LCH’). LCH has
subsidiaries in the UK (LCH Ltd), France (LCH S.A.), and the US (LCH
LLC). LCH Group is a leading multi-asset class and international
clearing house serving major international exchanges and
platforms as well as a range of OTC markets. It clears a broad range
of asset classes, including: securities, exchange-traded derivatives,
commodities, energy, freight, foreign exchange derivatives,
interest rate swaps, credit default swaps and euro, sterling and US
dollar denominated bonds and repurchase agreements (‘repos’).
In this context, LSEG welcomes the opportunity to respond to the
Monetary Authority of Singapore’s proposal to impose trading
obligations on certain interest rate swaps (IRS). LSEG is broadly in
favour of extending trading of standardised products onto trading
venues along with the processing of such transactions through
connected post-trade infrastructures. We believe that, in most

44

https://www.lch.com/services/swapclear/what-we-clear

Monetary Authority of Singapore

44

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

cases, this provides for transparent market processes and is in the
best interests of market participants and price transparency.
LSEG supports the Monetary Authority of Singapore’s commitment
to address potential concerns on duplicative requirements on
participants in Singapore that are involved in cross-border
transactions. Any trading obligation should look to ensure
international consistency with the requirements adopted by other
regulators around the globe, for e.g. the United States CFTC and
EU MiFIR regimes.. This would ensure more efficient international
markets and clearing services, in particular given the interaction
between trading obligations and clearing obligations in a number
of jurisdictions.

Question 1:
-

Question 2:
-

Question 3:
LSEG would just like to emphasise that similar exemptions are
often included in such legislation, so would be consistent with the
approach taken internationally, as discussed above.

Question 4:
LSEG appreciates the design of the trading obligation and need to
have both counterparties meet the criteria to be captured, which
is meant to ensure it does not overlap or conflict with the trading
obligations of other jurisdictions.

Question 5:
LSEG would just like to emphasise that similar exemptions are
often included in such legislation, so would be consistent with the
approach taken internationally, as discussed above.

Question 6:
LSEG agrees that the implementation of the trading obligation
requirements should be timed in such a way as to allow market
participants to make arrangements to access trading venue, both
in Singapore and overseas.

Question 7:
Please see comments on question 6 above.

Question 8:
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Please see comments on question 6 above.

Question 9:
Please see comments on question 6 above.

Question 10:
-

11

Mizuho Bank Ltd,
Singapore Branch

General comments:
-

Question 1:
No comment.

Question 2:
We would like to seek clarification on how do we ascertain whether
our counterparty has exceeded the maximum threshold and
thereby subject the transactions between our bank and the
counterparty to mandatory trading obligations.
Would MAS be providing a list of Specified Persons subject to
mandatory trading obligations?

Question 3:
No comment.

Question 4:
No comment.

Question 5:
No comment.

Question 6:
No comment.

Question 7:
No comment.

Question 8:
No comment.

Question 9:
No comment.

Question 10:
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In line with MAS' proposed change in the contract specification for
clearing obligations in respect of EUR and GBP IRS to a maximum
maturity of up to 10 years, the Bank would like to propose the
same contract specification (of up to 10 years) be applied for
clearing obligations in respect of SGD IRS.

14

The Bank of
Tokyo-Mitsubishi
UFJ, Ltd

General comments:
Does MAS has any plan of announcing concrete name in public for
counterparties that exceed threshold of S$20 billion gross notional
outstanding of OTC derivatives contracts booked in Singapore for
each of the last four quarters?
We would appreciate in-scope banks for the Trading Mandate be
given at least 6- months to on-board to organized markets after
the Regulation has been finalized and for similar consideration to
apply to banks that later exceed the relevant threshold for four
consecutive quarters.

Question 1:
For current Direct Deals with interbank counterparties, do we
need to move those contracts that meet the specification to be
executed on organized markets? What about trades that are done
through voice broker?

Question 2:
We seek further guidance on how firms that later come to exceed
the relevant threshold will be treated, in particular given the need
to develop and implement system changes. We believe there will
be two types in this group: firms that want, or expect, to continue
exceeding the threshold and are therefore likely to be preparing
system and policy changes; and those who do not want, or expect,
to continue exceeding the threshold.
Given these two groups, we request that firms who later exceed
the relevant threshold can engage with MAS to consider the most
appropriate course of implementation.
In addition, we would like to seek clarification on the calculation
methodology for the S$ 20 billion threshold.
1. Are all asset classes of OTC derivatives booked in Singapore inscope for the calculation of the threshold?
2. Are intra-group transactions out-of-scope for the threshold
calculation?

Question 3:
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We would like to seek clarification on whether the exempt public
bodies from the trading mandate is consistent with exempted
persons in the Fourth Schedule of the Securities and Futures
(Reporting of Derivatives Contracts) Regulations 2013?

Question 4:
We are supportive.
The consultation paper states MAS expects about 80% of the
relevant markets would have to be executed on organised
markets. However in the event that liquidity is negatively
impacted, can MAS estimate how long it would be before changes
were implemented?

Question 5:
We are supportive.
We would like to know what is the definition of Package
Transactions?

Question 6:
As above, we feel at least six (6) months should be factored in
before the trading obligation commencing to allow for market
participants to make arrangements to access organised markets.
Earlier release of MAS’ response to feedback to this consultation
paper would aid early adoption.

Question 7:
No feedback.

Question 8:
The on-boarding process might be delayed due to a surge in
demand for trading facilities after the Regulation and
implementation date has been finalized.
For MAS OTC Trade Reporting, banks will need time for system
enhancement to map execution venue in DTCC reporting
template.

Question 9:
No feedback.

Question 10:
Since Clearing Obligation and Trading Obligation are already
implemented in the US and EU, we are supportive to include
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Clearing of GBP and EUR IRS that are already in scope for Trading
Mandate.

16

The International
Swaps and
Derivatives, Inc.
(ISDA) and Global
Foreign Exchange
Division (GFXD)
of the Global
Financial
Markets
Association
(GFMA)

General comments:
We welcome MAS’ efforts to implement a trading obligation that is
appropriately tailored for the Singapore market. Before going into
our specific responses to the individual questions below, we have
set out certain general comments and observations which we hope
MAS will take into consideration. Any terms not defined in
Appendix 1 are as defined in the Consultation Paper.
Venue Availability
We note that the revised regulatory regime for operators of
trading facilities for the trading of OTC derivatives will soon come
into place with the commencement of the Securities and Futures
(Amendment) Act (“SFA Amendment Act 2017”). Prior to the
commencement of the trading mandate, members consider that it
will be of utmost importance that overseas and domestic
operators of OTC derivatives trading facilities which are or will be
commonly used by participants in Singapore to trade in USD, EUR
and GPB IRS, make an application, and are approved or recognised
as approved exchanges (“AE”) or recognised market operators
(“RMO”) under the Securities and Futures Act, Chapter 289 of
Singapore (“SFA”) (as amended by the SFA Amendment Act 2017)
(the “Amended SFA”) and the revised Securities and Futures
(Markets) Regulations. This will be necessary to ensure that there
will be sufficient venues for participants to satisfy the trading
obligation.
Cross-border Harmonization – Substituted Compliance, Equivalence
& Mutual Recognition
As MAS considers and implements a trading obligation for
Singapore, in line with the expectations on cross-border
harmonisation of the Financial Stability Board (FSB), the
International Organization of Securities Commissions (IOSCO) and
the OTC Derivatives Regulators Group (ODRG), members consider
that it is essential that all jurisdictions introducing OTC derivatives
reforms seek to address any conflicts and overlaps by introducing
rules that clearly provide for a mechanism of substituted
compliance, mutual recognition or equivalence. In the case of
mandatory trading obligations, such an approach is particularly
important to avoid regulatory disparity, which can lead to market
fragmentation, low trading liquidity, regulatory arbitrage,
duplicative compliance requirements and ultimately increased risk.
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We note and commend MAS for stating in the Consultation Paper
that it will actively engage in international and bilateral discussions
to address potential duplicative requirements on participants in
Singapore that are involved in cross-border transactions. Our
members very much hope that MAS will draw on the recent US-EU
mutual recognition of derivatives trading venues put in place prior
to the go-live date of the Markets in Financial Instruments
Directive (“MiFIDII”) and put in place a mechanism of substituted
compliance, mutual recognition and/or equivalence.
In addition, to the extent that MAS considers substituted
compliance, mutual recognition and/or equivalence
determinations, ISDA encourages MAS to do so using an outcomesbased approach instead of rule-by-rule analyses, consistent with
the abovementioned US-EU mutual recognition of derivatives
trading venues. In particular, we consider that prior to the
commencement of the trading mandate, it is critical that MAS
provides further clarity on the following:
(a) the jurisdictions that may benefit from a substituted
compliance determination pursuant to Section 129M of
the Amended SFA; in this regard, members have identified
the UK, EU and US as priority jurisdictions; and
(b) the approach and status of any proposed equivalence
determinations and mutual recognition of organised
markets in Singapore.
These measures will be key to prevent further market and liquidity
fragmentation.
In addition, as the U.S. Commodity Futures Trading Commission
(“CFTC”) undertakes a review of its rules and regulations under
Project KISS (Keep It Simple, Stupid), the UK puts in place a
regulatory framework to replace existing EU acquis and the
European Commission (“EC”) considers the updates to the
European Market Infrastructure Regulation (“EMIR”) in the EMIR
review process, we also hope that MAS will continue to review its
approach towards the scope of the trading obligations (including
after the draft SF(TDC)R is finalised). In the interest of cross-border
harmonisation, this will be important to ensure that any potential
conflicts or overlaps between the requirements in Singapore and
those of other jurisdictions are being monitored on a continuous
basis against other international developments.
We additionally request that the industry be consulted and have
the opportunity to provide comments on any future changes to the
scope of the Singapore trading obligation, as a result of US, UK, EU
developments or otherwise.
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Other Considerations
In addition to the above, the industry would also like to highlight a
few other key issues for MAS’ consideration:
(a) that MAS publishes a list of banks which exceed the trading
threshold amount and which are in-scope of the trading
obligation (including the respective dates where the
trading obligation starts to apply to these specified
persons) (see response to question 2 below); and
(b) in light of the implementation challenges for specified
persons to comply with trading obligations on the basis of
mandated products which are “traded in Singapore”, that
MAS imposes the trading obligations only in circumstances
where the specified person has booked the trades in
Singapore (see response to question 4 below).
Members have also requested for a block-trade exemption as well
as a full exemption of derivatives contracts arising from portfolio
compression, and raised questions on the proposed treatment of
certain types of transactions (e.g. novation, non-par rate swaps).
These are discussed in greater details in our response to the
specific questions below.

Question 1:
We are generally supportive of subjecting USD, EUR and GBP IRS
with the contract specifications set out in Table 1, to trading
obligations. However, to the extent MAS proposes to change the
scope of specified derivatives contracts which may be subject to
trading obligations, we respectfully request that the industry be
consulted and have the opportunity to provide comments on any
future expansion (or reduction) of the scope of the trading
obligations ahead of time. In addition, members also request that
the addition of any product to the trading obligations be subject to
a notice or phase-in period of at least 6 months prior to
commencement date.
Given the current LIBOR and EURIBOR reforms, if replacement
rates for these benchmarks are adopted by the industry, members
also request that the industry be consulted and have the
opportunity to provide comments on any transition plan or change
of product scope as a result of these benchmark reforms.
Members also have some queries and comments on the
availability of exemptions to certain types of trades. Please see
response to question 5 below.

Question 2:
General
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Members are supportive of applying trading obligations initially
only to banks that exceed a threshold of S$20 billion gross notional
outstanding of OTC derivatives contracts booked in Singapore and
not extending this (initially) to all other specified persons.
However, members request that the industry be consulted and
have the opportunity to provide comments on any future changes
to the scope of “specified persons” who may become subject to
trading obligations or any changes to the threshold amount, and
that a notice or phase-in period of 6 months be provided prior to
the trading obligation commencement date (the “TO
commencement date”).
Trading Threshold Amount
With respect to the trading threshold amount, members note that
the trading threshold amount is meant to be aligned with the
clearing threshold amount under the draft Securities and Futures
(Clearing of Derivatives Contracts) Regulations (“SF(CDC)R”) (such
that the same group of banks will be subject to MAS’ trading and
clearing obligations). Hence, it is of utmost importance that the
calculation parameters are clearly and consistently defined so as to
avoid confusion.
(a) Derivatives Contract
In calculating the trading threshold amount, given that the
definition of a “derivatives contract” will be amended when the
SFA Amendment Act 2017 comes into force, members believe that
it is MAS’ intent that the calculation of this trading threshold
amount (as with the clearing threshold amount) will be based on
the new definition of “derivatives contracts” under the Amended
SFA. Accordingly, this will also include “securities-based derivatives
contracts”. Members would welcome confirmation from MAS.
(b) Intra-group Transactions
In ISDA’s submission to MAS on the Consultation Paper on the
draft SF(CDC)R in July 2015, members requested MAS to exclude
intra-group transactions from the calculation of the clearing
threshold. Seeing that it is MAS’ intent that the same group of
banks be subject to both the trading obligation and the clearing
obligations, members kindly request that MAS clarifies if its intent
is to exclude (or include) intra-group transactions in the calculation
of the trading threshold. If intra-group transactions are to be
excluded, we would request that this be addressed explicitly in the
SF(TDC)R, and that it be aligned with the calculation of the clearing
threshold.
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(c) Published List of Banks
Members are strongly of the view that in order to facilitate the
compliance of the trading obligations, it is of utmost importance
that market participants are informed of, and have access to the
same set of information in assessing whether counterparties meet
required thresholds. According to the circumstances under which
the trading obligation applies as currently proposed in the draft
SF(TDC)R, members not only have to self-identify whether they are
in-scope of the trading obligation, but have to ascertain if the
counterparty they are trading with, or intend to trade with, are
also in-scope. Members would therefore urge and strongly request
MAS to maintain and publish a list of banks which are in-scope of
the trading obligation (including the respective dates where the
trading obligation starts to apply to these banks). This approach
should be extended to the clearing obligation and members note
that this would be consistent with the approach which is currently
being adopted by the Hong Kong Monetary Authority (HKMA) and
Australian Securities & Investments Commission (ASIC) in the
implementation of their respective clearing obligations.45 In order
to achieve this published list of in-scope banks, we would be very
happy to discuss this with MAS further and assess what the
industry can do to assist MAS with the publication and
maintenance of this list.
In the event that MAS is unable to support the publication and/or
maintenance of a list of in-scope banks, members request MAS to
explicitly allow specified persons to rely (in good faith) on
appropriate representations, self-certification or any other
information which may be provided by its counterparty as to its
status as an in-scope bank exceeding the trading threshold. As
currently proposed, there is no defence from the offence set out in
section 129J(2) of the SFA (as amended by the SFA Amendment
Act 2017) for an entity which relies on the representation,
certification or other information provided by its counterparty to
assess its compliance requirements of the trading obligation and
members respectively request that such defence be made
available. In addition, members also request that MAS expressly
prescribes in the SF(TDC)R that it is the responsibility of each
specified person to disclose its own in-scope status, including

45

See
http://www.sfc.hk/web/EN/files/SOM/OTC/List%20of%20Institutions%20that%20have%20Reached%20the%20Clear
ing%20Threshold%20SFC%20to%20HKMA%20Final%20(EN)%20-%204.pdf
and
http://asic.gov.au/regulatoryresources/markets/otc-derivatives-reform/central-clearing-of-otc-derivatives/clearingentity-notifications
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whether it has exceeded the trading threshold during the
applicable period.

Question 3:
Exempt Public Bodies
Members support the proposal to exempt public bodies from the
trading obligation and agree that the policy functions of public
bodies may require them to maintain flexibility to respond to
various circumstances, which may otherwise be impeded if they
were subject to trading obligations. As currently drafted, we
understand that an exemption for public bodies may not be
required as the trading obligation only applies to trades between
“specified persons” (which as defined in Section 129J of the
Amended SFA does not appear to include any public bodies). Given
this fact, members have raised the question if the list of exempted
persons in the Second Schedule to the draft SF(TDC)R is intended
to be an exhaustive list of exempted persons and also seek clarity
that sovereign wealth funds and related government investment
funds would not be in-scope of the trading obligation even if more
types of “specified persons” in the SF(TDC)R are phased-in in the
future.
In this regard, we respectfully request that, to the extent MAS
proposes to change the scope of “specified persons” or the list of
Exempted Persons in the Second Schedule to the draft SF(TDC)R, or
to phase-in more types of “specified persons”, the industry be
consulted and have the opportunity to provide comments on any
such changes ahead of time.
Consistency – List of Public Bodies
In addition to the above, members note that there are certain
inconsistencies in the list of public bodies that have been identified
in the draft SF(CDC)R and SF(TDC)R as well as in the MAS
Guidelines on Margin Requirements for Non-Centrally Cleared OTC
Derivatives Contracts [SFA 15-G03] (“MAS Margin Guidelines”) and
the Securities and Futures (Reporting of Derivatives Contracts)
Regulations 2013 (the “SF(RDC)R”). For example, the Islamic
Development Bank, the Nordic Investment Bank and the
International Finance Facility are listed as being exempt in the
Second Schedule to the draft SF(TDC)R but not as such in the draft
SF(CDC)R, the SF(RDC)R and the MAS Margin Guidelines.
Members seek clarity from MAS on whether it intends to maintain
consistency in the list of public bodies which should be exempt
from the clearing and trading obligations as well as the margin and

Monetary Authority of Singapore

54

RESPONSE TO FEEDBACK RECEIVED ON
DRAFT REGULATIONS FOR MANDATORY
TRADING OF DERIVATIVES CONTRACTS

13 MARCH 2019

reporting requirements. If so, we note that the list of public bodies
in the draft SF(TDC)R is the most extensive and would request that
this list be used instead.

Question 4:
The Requirements – “Traded in Singapore”
Members note that the Consultation Paper and the draft SF(TDC)R
suggest that trading obligations will apply if:
(a) both counterparties are banks that exceed a threshold of S$20
billion gross notional outstanding of OTC derivatives contracts
booked in Singapore for each of the last four quarters; and
(b) the mandated product is “traded in Singapore” by traders
based in Singapore representing both counterparties.
On this basis, members consider that under the proposed
approach, the execution of a specified derivatives contract will be
in scope for the trading obligation so long as the mandated
products are “traded in Singapore” by “specified persons” (i.e.
initially, banks licensed under the Banking Act (Cap.19) in
Singapore) exceeding the trading threshold amount, regardless of
where the trades are booked. In other words, mandated products
which are booked in offshore branches or affiliates of licensed
banks can also be subject to trading obligations in Singapore so
long as (a) the product is “traded in Singapore” by both parties and
(b) if both parties executing the specified derivatives contracts are
“specified persons” exceeding the trading threshold amount.
Members respectfully request MAS to confirm if this is the
intended scope of the SF(TDC)R.
Implementation Challenges – “Traded in Singapore”
With respect to the proposal to impose trading obligations on
mandated products that are “traded in Singapore”, members have
expressed very strong concerns that this is likely to present
significant challenges in implementation efforts – as an example, it
would be overly burdensome if pre-trade checks had to be
conducted not just by members themselves to assess if they may
be subject to the trading obligation, but also on their respective
counterparties (including on a trade by trade basis). Members
therefore propose that MAS removes the requirement for
mandated products to be “traded in Singapore”, and (similar to the
clearing obligations) require compliance to the trading obligations
only in circumstances where the specified person has booked the
trades in Singapore.
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In the event that MAS does not support the proposal to remove
the requirement for mandated products to be “traded in
Singapore” and apply the trading obligation only in circumstances
where the specified person has booked the trades in Singapore,
(similar to our response to question 2 above) members request
MAS to explicitly allow specified persons to rely (in good faith) on
appropriate representations, self-certification or any other
information form as may be provided by its counterparty to assess
if the requirement of “traded in Singapore” has been met
(including on a trade-by-trade basis). There should also be a
defence from the offence set out in section 129J(2) of the
Amended SFA for an entity which relies on such representation,
certification or any information provided by its counterparty. In
addition, members also request that MAS expressly prescribes in
the SF(TDC)R that it is the responsibility of each specified person to
disclose its own in-scope status, and in this case, whether the
requirement of “traded in Singapore” has been met (including, on
a trade-by-trade basis).
Agency Arrangements
As MAS consults on the proposed scope of the trading obligation,
we respectfully also request that MAS clarifies the proposed
application of the trading obligation to agency arrangements as
this does not appear to be addressed in the draft SF(TDC)R. In
particular, it would be helpful if MAS could clarify if the trading
obligations apply in the following scenarios, and if so, to whom the
regulatory obligation applies (i.e. whether the principal or the
agent):
(a) if a specified person enters into a specified derivatives
contract as an agent of a person who is not a specified
person or who is otherwise exempt; and
(b) if a person (who is not a specified person) enters into a
specified derivatives contract as an agent of a person who
is a specified person.
Members respectfully request that the proposed application of the
trading obligation in the scenarios described above be also
explicitly addressed in the SF(TDC)R.

Question 5:
We support the proposal to exempt intra-group transactions from
trading obligations. MAS correctly notes in the Consultation Paper
that such transactions do not transfer risks in or out of a corporate
group and are best left to such groups to manage their group-wide
risks in a manner most appropriate for their corporate structure.
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However, apart from intra-group transactions, we also request that
MAS clarifies its intent with respect to the application of the
trading obligation to the following types of transactions, and more
specifically, while it will be necessary to address some of these
issues below in the SF(TDC)R, we would also request that MAS
considers publishing a MAS response to “Frequently Asked
Questions (FAQs)” to the SF(TDC)R (the “FAQs”) on some of the
points below.
(a) Inter-branch Trades
Members believe that inter-branch trades should be out of scope
of the trading obligations and seek MAS’ confirmation of this as
well as request that this be addressed in the FAQs.
(b) Block Trades
Members would be grateful for MAS to provide an exemption to
the trading obligation for block trades (i.e. large notional size swap
transactions that meet or exceed a minimum block trade size
threshold). Members note that under the CFTC approach in the US,
special treatment is given to block trades, depending on whether
the trade is executed pursuant to the rules and procedures of a
swap execution facility (“SEF”) or designated contract market. A
block trade can, for example, be pre-arranged and executed away
from the SEF’s order book.46 In the case of the EU, post-trade large
in scale (“LIS”) trades are not exempted from the trading obligation
but the European Securities and Markets Authority (“ESMA”) has
explained that such exemptions have not been introduced in the
EU as the flexibility of trade execution provided in the Markets in
Financial Instruments Regulation (“MIFIR”) (where deferrals and
waivers from pre-trade transparency and post-trade publication
requirements are permitted for certain trades) do not necessitate
such an exemption for large trades.
As MAS considers an appropriate block size for the exemption,
members respectfully request that while the CFTC block trade
thresholds and the MIFIDII LIS thresholds may be referred to for
guidance, that local market and trading conditions be considered
too. Any block trades exemption should also be addressed and
drafted in the SF(TDC)R and in the FAQs.

46

While the CFTC Regulation 43.2 requires that a swap block trade occur away from the SEF’s trading system or
platform, CFTC Regulation 37.702(b) requires block trades to be subject to pre-trade credit checks. Today, there is no
technological capability to perform pre-trade credit checks away from the SEF platform. As a result, the CFTC, through
no-action relief, has allowed block trades to be executed on a SEF via an RFQ-to-one method. See CFTC Letter No. 1760
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In the event MAS considers it appropriate not to exempt block
trades, members request that the industry be consulted and have
the opportunity to provide comments on any pre- and post-trade
transparency requirements (as well as waivers) which may be
proposed in the future (whether in relation to block trades or
otherwise).
(c) Novation
Members have noted that the draft SF(TDC)R lacks clarity on
whether novated trades will be in scope for trading obligations. As
members consider that novated trades should be exempt, we
respectfully request that the exemption of novated trades be
addressed explicitly in the SF(TDC)R and the FAQs.
(d) Amendments/Unwind/Upsize
Members have noted that the draft SF(TDC)R lacks clarity on
whether trade amendments, unwind and/or an upsize of
mandated products will be in scope for trading obligations and
respectfully request that MAS clarifies its intent on this. We would
also request that MAS’ intent on the treatment of these lifecycle
events be addressed in the SF(TDC)R and the FAQs.
(e) Package Transactions
Members welcome the proposal to exempt package transactions
from the trading obligation but would seek clarification from MAS
if the exemption applies to the entire package, instead of one or
more components of the package transactions. Members also note
no drafting relating to the exemption has been proposed, and
request that this be addressed explicitly in the SF(TDC)R. MAS may
wish to make reference to the existing definitions of “package
transaction” under the EU47 and US48 regimes. Members request
that the industry be consulted and have the opportunity to provide
comments on the definition of exempt package transactions.
(f) Swaptions
Members would be grateful for MAS to provide an exemption to
the trading obligation for swaps resulting from an exercise of
swaptions (i.e. options to enter into the underlying swaps). We

47

See MIFIR Regulation (EU) No 600/2014, Article 2(49) and (50) and the ESMA opinion on the treatment of packages
under the trading obligation for derivatives published March 21, 2018
48

See CFTC No-Action Letter 17-55
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would request that this also be addressed explicitly in the SF(TDC)R
and the FAQs.
(g) Portfolio Compression
Members are grateful to MAS for introducing an exemption for
contracts that result from a multilateral portfolio compression
cycle. However, we note Regulation 4(2)(c) of the draft SF(TDC)R
exempts derivatives contracts arising from a multilateral portfolio
compression cycle involving a portfolio of derivatives contracts
other than those specified in the First Schedule and would like to
seek clarification on whether MAS only intends to exempt
derivatives contracts arising from multilateral portfolio of contracts
other than USD, EUR, GBP IRS.
Members consider that in practice, any portfolio compression
relating to a portfolio of derivatives contracts should result in a
derivatives contract of the same type. For this reason, we believe
this may be a drafting error in the proposal and seek MAS’
confirmation that all derivatives contracts resulting from portfolio
compression would not be subject to the trading obligation. A
portfolio compression should not be considered to provide for the
execution or trading of swap transactions between counterparties
because compression provides a netting mechanism whereby the
outstanding trade count and outstanding gross notional value of
swaps in two or more swap counterparties’ portfolios are reduced.
This is consistent with the US and EU approaches to portfolio
compression. Please also refer to drafting comments in our
response to question 9.
With this exemption in the trading obligation, members anticipate
and hope that MAS extends the same (amended) exemption to the
clearing requirements under the SF(CDC)R.
(h) Non-par swap rates
Market participants interpret that the trading obligation only
applies to par coupon swaps (i.e. trades at market) and request
that MAS confirms this. Members also note that in the case of the
EU, we expect ESMA to confirm this interpretation shortly.
Members respectfully request that MAS expressly address this in
the SF(TDC)R and in the FAQs.

Question 6:
Commencement of Trading Obligations
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Members note that MAS intends to issue the SF(TDC)R in
conjunction with the commencement of the SFA Amendment Act
2017 (which is targeted for 3Q 2018). Notwithstanding, members
also note that MAS has highlighted in the Consultation Paper that
appropriate time will be provided for market participants to make
arrangements to access organised markets (domestic and
overseas) that are licensed under the revised markets regime to
meet the trading obligations and commend MAS for this.
With respect to the proposed timing for the commencement of the
trading obligations, members would like to highlight the need for a
sufficient timeframe in light of various considerations. More
specifically, members are of the view that the TO Commencement
Date should take into consideration a number of factors, including
the critical issue of counterparty identification, venue availability,
availability of substituted compliance and the approach towards
equivalence determination and mutual recognition.
Members strongly suggest that the following issues be addressed
prior to the TO Commencement Date:
(a) Counterparty Identification
Following the release of the final SF(TDC)R rules, members would
need sufficient time not only to self-identify whether they are inscope of the trading obligation, but to ascertain if the counterparty
they are trading with, or intend to trade with, are also in-scope.
Members respectfully request that MAS considers and allows a
sufficient timeframe after the release of the final SF(TDC)R rules
until the TO Commencement Date to facilitate such self-disclosure
and counterparty identification.
(b) Venue Availability
Members are of the view that prior to the TO Commencement
Date, it is important that as many overseas and domestic operators
of OTC derivatives trading facilities as possible, which are
commonly used (or will be used) by participants in Singapore to
trade in USD, EUR and GBP IRS, make an application and are
approved or recognised as an AE or RMO. The preparation time
and resources required to submit an AE or RMO application can be
considerable and members urge MAS to assess regularly the status
of any such application and recognition/approvals. The availability
of venues is key to ensure that there will be sufficient trading
facilities which market participants can have access to from
Singapore, failing which the implementation of the Singapore
trading obligation could result in fragmentation of market and
liquidity pools. Members also point out that it generally takes
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about 6 months to sign up to new trading facilities and this should
be also considered by MAS as it assesses an appropriate TO
Commencement Date.
(c) Substituted Compliance
Members are of the view that prior to the TO Commencement
Date, as MAS considers the issue of “venue availability” as
described above, that MAS also provides clarity on the relevant
trading jurisdictions (if any) which may be prescribed pursuant to
Section 129N of the Amended SFA such that substituted
compliance may be applied in respect of these jurisdictions.
Members have recommended that UK and EU respectively be
prescribed as a relevant trading jurisdiction in light of the trading
obligations that currently apply under MIFIDII/MIFIR. In the case of
US, members have also indicated that it would also be helpful for
MAS to clarify the availability of substituted compliance in light of
the CFTC rules that the Singapore branch of a U.S. swap dealer or
U.S. major swap participant is not subject to the mandatory trade
execution requirement.49 Members consider that while the issue of
“venue availability” as described above is being addressed, further
information on the availability of substituted compliance will also
be helpful to assist market participants in their implementation
efforts towards the Singapore trading mandate.
(d) Equivalence and Mutual Recognition
Members note that in the Consultation Paper, MAS has highlighted
that it will be seeking equivalence determinations for organised
markets that are based in Singapore. In this regard, members seek
further clarity from MAS as to the equivalence regime for
organised markets that may be based in Singapore, the
jurisdictions being considered for equivalence determination, the
status of such equivalence determination and if mutual recognition
is also being considered. Members consider that such clarity will be
necessary for market participants who may be considering
accessing liquidity through market operators in Singapore. If
organised markets based in Singapore become available to market
participants, equivalence and mutual recognition of these
platforms will be relevant to avoid market and liquidity
fragmentation.
Members stress that it is critical that MAS considers the various
factors above when determining the appropriate TO
Commencement Date and provide sufficient timeframe for

49

See CFTC Interpretive Guidance and Policy Statement Regarding Compliance With Certain Swap Regulations
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implementation, for example at least 6 months from the
publication of final SF(TDC)R rules (but potentially longer given the
various factors discussed above).
Trading Obligations vs. Clearing Obligations
While considering the proposed timing for commencement of the
trading obligations, members also noted that the clearing mandate
should be implemented some time prior to the trading obligations,
to give adequate time for market participants to implement each
one in succession.
6-Month Grace Period
Members note that the trading obligations will commence on the
“trading commencement date” as specified in the third column of
the First Schedule to the draft SF(TDC)R. In addition, it is noted that
there is a proposed 6-month grace period under Regulation 5(2) of
the draft SF(TDC)R for persons who become specified persons in
respect of a specified derivatives contract only after the applicable
trading commencement date but was not one on or before that
date.
Members would be grateful if MAS can assist with the following
with respect to the application of the 6-month grace period:
(a) that MAS confirms that the exemption available for the 6month grace period is absolute and that the trading
obligations would not have retroactive effect once the 6month grace period has lapsed;
(b) members consider that in-scope specified persons which
trade with counterparties who are relying on such grace
period should also be exempt in respect of the relevant
trades (with no requirement to re-execute the trades on
an organised market after the 6-month grace period) and
request that MAS addresses this in the SF(TDC)R; please
refer to proposed drafting changes to the SF(TDC)R in our
response to question 9 below; and
(c) that MAS clarifies if the 6-month grace period also applies
in the context of the trading threshold and if so, how this is
to be applied to specified persons who may initially exceed
the trading threshold but who, during the course of their
initial 6-month grace period or otherwise, may then fall
below the trading threshold and then exceed the trading
threshold again.
Separately from the above, members are supportive of the
proposal that only in-scope specified derivatives contracts which
are entered on or after the commencement date of the trading
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obligations will be subject to the trading obligations under the
SF(TDC)R. It is further noted that as a result, legacy trades (i.e.
trades executed prior to the commencement of the trading
obligation) will not be subject to the trading obligations.

Question 7:
Members have indicated that the trading facilities they currently
access and / or intend to access include the following:
(a) BGC Broker LP;
(b) BGC Derivative Markets L.P.;
(c) Bloomberg SEF LLC;
(d) Bloomberg Trading Facility Limited;
(e) Brokertec Europe Limited;
(f) DW SEF LLC;
(g) GFI Brokers Ltd;
(h) GFI Swaps Exchange LLC;
(i) I-Swap Euro Ltd;
(j) ICAP Global Derivatives Limited;
(k) ICAP Securities Ltd;
(l) ICAP SEF (US) LLC;
(m) ICAP WCLK Ltd;
(n) Marketaxess Europe Limited;
(o) tpSEF Inc;
(p) Tradeweb Europe Limited;
(q) Tradition Financial Services Ltd;
(r) Tradition SEF, Inc.;
(s) Tradition TRADE-X;
(t) Tradition (UK) Ltd OTF;
(u) TrueEx SEF;
(v) Tullet Prebon (Europe) Ltd;
(w) Tullet Prebon (Institutional Services) Ltd;
(x) Tullet Prebon (Securities) Ltd;
TW SEF LLC.

Question 8:
Please see response to question 6 above.

Question 9:
Booked in Singapore
We note that there are drafting differences in the statutory
definition of “booked in Singapore” in the draft SF(TDC)R and
SF(CDC)R, and the SF(RDC)R. In this regard, we would like to
confirm that the concept of “booked in Singapore” is meant to be
consistent across the trading, clearing and trade reporting
obligations. If so, we respectfully submit that the same concept of
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“booked in Singapore” should be used consistently across the
trading, clearing and trade reporting obligations.
Calculation of Threshold – Intra-group Transactions
If MAS considers that intra-group transactions should be excluded
from the calculation of the trading threshold (see our response to
question 2), we kindly request that the SF(TDC)R clearly states so
and that this is also aligned with the threshold calculation under
the SF(CDC)R. This can be addressed either in the definition of
“trading threshold amount” or in paragraph 7 of the Second
Schedule to the SF(TDC)R.
The Requirements - Traded in Singapore
As mentioned in our response to question 4 above (see “The
Requirements – Traded in Singapore”), we submit that the
requirement for specified products “traded in Singapore” to be
subject to the trading obligation be removed from the SF(TDC)R,
and that the SF(TDC)R provides that specified persons are only
required to comply with the trading obligation if the trade is
booked in Singapore.
In addition, members would respectfully request that MAS
consider if the language of “[party / parties / counterparty] to the
specified derivatives contract” in the draft SF(TDC)R (see
Regulations 5(1) and 6(1)) should be re-considered, particularly in
the context of agency arrangements as mentioned in our response
to question 4.50
We would also highlight that editorial amendments should be
made to the definition of “traded in Singapore” to correct the
numbering of paragraphs (d) and (e) to paragraph (a) and (b), and
to add “and” after paragraph (a).
Portfolio compression amendment
With reference to our response to question 5 (see “(g) Portfolio
Compression”), we suggest that Regulation 4(2)(c) is amended as
follows:
“(c) the derivatives contract is not a contract that is the result of a
multilateral portfolio compression cycle in respect of a portfolio of
derivatives contracts other than the derivatives contracts that are
specified in the First Schedule.”

50

This language should also be re-considered if the “traded in Singapore” is to be maintained at all.
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6-Month Grace Period
As set out in our response to question 6, we respectfully request
that MAS provides clarity in the draft SF(TDC)R to clarify that that
in-scope specified persons which trade with counterparties who
are relying on the 6-month grace period would also be exempt
from the trading obligation in respect of the relevant trades. We
would suggest that the following changes be made to
Regulation 6(1):
6.—(1) A person who is a party to a specified derivatives contract is
exempted from section 129J of the Act in respect of the specified
derivatives contract, if —
(a) he is a person specified in the Second Schedule; or
(b) the counterparty to the specified derivatives contract is a
person specified in the Second Schedule; or
(c) the counterparty to the specified derivatives contract is a
person referred to in regulation 5(2) and the specified derivatives
contract is traded during the 6-month period from the date of his
becoming a specified person.
Responsibility of Specified Person to make certification – specified
person/traded in Singapore
As set out in our response to question 2, in the event that MAS is
unable to support the publication and/or maintenance of a list of
in-scope banks, members respectfully request that MAS expressly
prescribes in the SF(TDC)R that it is the responsibility of each
specified person to disclose its in-scope status, including whether it
has exceeded the trading threshold during the applicable period.
As set out in our response to question 4, this should also be
extended to require each specified person to disclose to
prospective counterparties if the requirement of “traded in
Singapore” has been met on a trade-by-trade basis if the “traded in
Singapore” requirement is to be maintained at all.
Inconsistency in List of Public Bodies
As set out in our response to question 3, if it is the MAS’ intention
to maintain consistency in the list of public bodies which are
exempt from the clearing, trading and trade reporting obligations
as well as the margin requirements, members respectfully request
that MAS make relevant amendments to the list of Exempted
Persons in the Second Schedule to the draft SF(TDC)R, or
otherwise, to the corresponding list of exempted persons in the
SF(CDC)R, SF(RDC)R and the MAS Margin Guidelines accordingly.
As mentioned above, we note that the list of public bodies in the
SF(TDC)R is the most extensive, and would suggest that this list be
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used across the SF(CDC)R, SF(RDC)R and the MAS Margin
Guidelines as well.
Package Transactions
As mentioned in our response to question 5 (see “(e) Package
Transactions”), we note that it is MAS’ intent to exempt package
transactions from the trading obligation. However, this is not
reflected in the proposed SF(TDC)R and it is respectfully submitted
that such exemption should be expressly incorporated into the
SF(TDC)R (e.g. in Regulation 4).
Block Trades, Novation, Amendments/Unwind/Upsize, Non-par
Swaps
As set out in our response to question 6, members respectfully
request that MAS clarifies its intent with respect to certain types of
transactions. In the case of block trades, members would suggest
that the block trade exemption be specifically addressed in
Regulation 4(2). In the case of the proposed treatment of
novations, amendments/unwind/upsize, swaptions and non-par
swap rates, members would request that these are also addressed
in the SF(TDC)R (e.g. in Regulation 4(2)) to the extent MAS is of the
view that they are exempt. We would be happy to work with MAS
on the drafting of these provisions.

Question 10:
Members are in support of MAS’ proposal to align the contracts
that are subject to trading and clearing obligations. However,
members also seek clarify from MAS as to the proposed
commencement date of these additional products with respect to
the clearing obligations.

17

The TorontoDominion Bank

General comments:
-

Question 1:
No comments

Question 2:
Intra-group transactions should be excluded in computing the S$20
billion gross notional outstanding of OTC derivatives contracts
booked in Singapore for each of the last four quarters.
Intra-group transactions are entered for risk management
purposes and do not increase the risk exposure for banks.
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This is in line with MAS' policy intent of only subjecting the more
active banks trading OTC derivatives in Singapore to trading
obligations and aligns with the thresholds to be used for
determining the commencement date for exchange of margins set
out in Guideline No: SFA 15-G03.

Question 3:
No comments

Question 4:
See feedback to question 2, in respect of excluding intra-group
transactions from the S$20 billion threshold.

Question 5:
Agree

Question 6:
We are fine with the 3Q 2018 timeline for the commencement of
the SF(A) Act and implementing regulations. However, a
transitional period of at least 6 months is required for banks to
make appropriate trading arrangements.

Question 7:
No comments

Question 8:
No comments

Question 9:
No comments

Question 10:
No comments on subjecting IRS denominated in EUR and GBP, with
the contract specifications set out in Table 2, to clearing
obligations.
The clearing obligations had been proposed to apply to banks
exceeding a threshold of S$20billion gross notional obligation of
OTC derivatives contracts booked in Singapore for each of the last
four quarters.
For operational efficiency and to align with the criteria for
determination of banks subject to trading obligation, intra-group
transactions should be excluded from the calculation of the S$20
billion threshold.
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Tradeweb
Europe Limited

13 MARCH 2019

General comments:
Dear Sir/Madam,
Tradeweb Europe Limited (“Tradeweb”) welcomes the opportunity
to respond to the Monetary Authority of Singapore (“MAS”)
Consultation Paper on Draft Regulations for Mandatory Trading of
Derivatives Contracts51 (the “Consultation Paper” or the “CP”) and
to contribute to MAS’ work on final implementation of the
Securities and Futures (Amendment) Act 2017 (“SF(A) Act”).
Introduction
The Tradeweb group52 is a leading global provider of electronic
trading platforms for derivatives, fixed income instruments, and
ETFs bringing greater transparency and efficiency to these markets.
Our trading platforms connect more than 2,000 global buy side
institutional clients and over 50 dealers across Europe, the US and
Asia, and support more than 25 asset classes in more than 55
countries with a notional of more than USD 350 billion trading on
average every day.
In Singapore, Tradeweb is a Recognised Market Operator (RMO).
Importantly in the context of this Consultation Paper, we operate
regulated trading venues in a number of jurisdictions that have
already implemented a derivatives trading obligation, including an
Electronic Trading Platform (ETP) in Japan, a Multilateral Trading
Facility (MTF) in Europe, and two Swap Execution Facilities (SEFs) in
the United States.
We support the policy objectives to encourage trading of financial
instruments on venues that create a level playing field between
different modes of execution and implement the G20 commitment
that all standardised OTC derivatives contracts should be traded
on regulated trading platforms, where appropriate. We agree with
the benefits of on-venue trading that regulators have identified,
including greater competition, enhanced transparency, operational
efficiency and monitoring against market abuse,53 and share the
view that a “properly calibrated trading mandate improves
liquidity and lowers execution costs for end users.”54 We
recommend that MAS appropriately considers this range of

51

http://www.mas.gov.sg/News-and-Publications/Consultation-Paper/2018/Consultation-Paper-on-DraftRegulations-for-Mandatory-Trading-of-Derivatives-Contracts.aspx
52

Please check out www.tradeweb.com for further information.

53

Paragraph 89, ESMA Consultation Paper on The trading obligation for derivatives under MiFIR; 19 June 2017.

54

Paragraph 90, Ibid.
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benefits against any potential costs of the implementation of the
Derivatives Trading Obligation in Singapore.

Question 1:
With the experience that we have gained in establishing and
operating two SEFs in the US and an MTF in Europe that offer the
full range of IRS that are subject to the Derivatives Trading
Obligation (“DTO”) in these jurisdictions, we agree with MAS that
the proposed instruments to be subject to the trading obligation in
Singapore are sufficiently liquid and suitable. We believe that the
broad alignment of the scope of instruments with the existing US
and EU derivatives trading obligations regimes will help avoid
fragmenting a market that is inherently global and can form the
basis to allow market participants with seamless access to liquidity.
That said, MAS might want to consider that the DTOs in other
jurisdictions are broader than the one that MAS proposed, both in
terms of maturities and firms, and that in these other jurisdictions
significant trading on electronic platforms occurs beyond the
products that have been mandated.55 On that basis MAS should
ensure it establishes a process to review the scope of the DTO in
Singapore from time to time to consider what instruments are
suitable and should hence be subject to the DTO.

Question 2:
We understand that MAS is looking to phase in the trading
obligation by introducing it initially only to a smaller number of
specified market participants, i.e. banks that exceed a threshold of
SGD 20 billion gross notional outstanding of OTC derivatives
contracts booked in Singapore for each of the last four quarters.
We welcome a phased-in implementation of the DTO as suggested
by MAS, starting with the larger and more sophisticated market
participants, which would also be consistent with how the DTO
was implemented in other jurisdictions.56 Whilst we generally
agree with such phased-in approach, we also welcome MAS’ view
to consider allowing smaller market participants, looking to benefit
from electronic trading efficiency gains but not directly affected by
the trading obligation, to be able to opt into the trading obligation
regime. A more inclusive approach may allow local market
participants to leverage some of their positive experiences trading

55

E.g. around 40% of trading volumes on the Tradeweb SEFs occur in non-mandated products.

56

That said MAS might want to consider the challenges that market participants might face when determining whether
its counterparty is above the threshold and the transaction would hence be subject to the DTO. We recommend MAS
explore with the industry on how clarity can be created in this respect.
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derivatives electronically in other jurisdictions and may well help in
further adopting the mandated derivatives trading regime.

Question 3:
-

Question 4:
We agree with MAS’ views on imposing the DTO to derivative
instruments that are traded in Singapore by both counterparties
that exceed the proposed threshold of S$20 billion and also
welcome MAS approach to apply the trading obligations to banks
that are also subject to clearing obligations. This would align the
DTO in Singapore with those that have been implemented under
the US and EU regimes, and would avoid counterparties being
subject to conflicting or duplicative regulatory regimes and reduce
the risk of regulatory arbitrage.

Question 5:
We have the following views and recommendations on exemptions
that would apply to the DTO:
- We believe it is sensible to exempt intra-group transactions from
trading obligations.
- We note that MAS proposes to exempt package transactions
from the DTO.57 In this context MAS might want to consider how
packages are treated in other jurisdictions. In the US, the CFTC
initially granted a number of exemptions for specified packages,
which have now all expired. In Europe, ESMA has recently issued
an opinion58 stating that several defined types of packages should
be subject to the trading obligation in Europe. As a matter of fact,
many packages for IRS and other asset classes are offered on
trading venues today.59
- Some market participants may suggest that compression receive
an exemption from the trading obligation. It is worth noting
though that participants trading those transactions on an
electronic platform will enjoy greater ease and efficiency in
conducting those transactions. Even if an exemption is considered
for compression activities, we recommend this should not deter
57

Section 6.2, p. 10: http://www.mas.gov.sg/News-and-Publications/Consultation-Paper/2018/Consultation-Paperon-Draft-Regulations-for-Mandatory-Trading-of-Derivatives-Contracts.aspx
58

Issued 21 March 2018, available here: https://www.esma.europa.eu/sites/default/files/library/esma70-156322_opinion_packages_and_to.pdf
59

A list of the most common packages available on the Tradeweb platform can be found here:
http://www.tradeweb.com/About-Us/MTF-Center/
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market participants from being able to perform these trades on a
venue.

Question 6:
DTO regimes to implement the G20 commitments that were made
in 2007 are now effective in several jurisdictions, including the US,
Japan and Europe, with the US regime having been in place since
2014. On that basis, and considering the limitation of the scope of
the DTO in Singapore to the most active firms, there appears to be
little reason for MAS to delay much longer the implementation of
its derivatives trading obligation regime in Singapore.
That said, it will be important for the commencement of the DTO
in Singapore to be accompanied with equivalence decisions
between MAS and major other jurisdictions, most importantly with
Europe and the United States. An introduction of the DTO in
Singapore that was not accompanied by such equivalence
determinations could result in the fragmentation of liquidity and,
in the extreme, the inability of firms to enter into derivatives
transactions, for example where their jurisdictional status resulted
in them being subject to several DTOs.
Timely equivalence determinations will allow firms that are in
scope of the DTO in Singapore to fulfil their trading obligations also
on US or European venues, which some of them will use already
today. Similarly, this may also help European or US firms to fulfil
their MiFIR or Dodd Frank related trading obligations by executing
locally on a trading venue in Singapore. We encourage MAS to
ensure that any such equivalence determination not only allows
for the use of a foreign venue to satisfy the trading obligation but
also extends to (a) transparency-related obligations of firms and
(b) the ability of platforms to be offered in the foreign jurisdiction
(licensing).

Question 7:
Tradeweb operates an MAS-regulated RMO in Singapore that will
offer the relevant products under the revised MAS regulatory
regime. We also offer two SEFs (DW SEF and TW SEF) that have
been recognised by the European Commission as equivalent in the
context of the MiFIR DTO, as well as an MTF that has been
recognised by the CFTC for the US DTO. Those platforms are
currently used also by firms in Singapore and, as such, MAS should
expect firms in Singapore that are subject to its DTO to want to use
all such Tradeweb venues.
Only a timely equivalence determination will provide the affected
firms with sufficient flexibility to continue using their preferred
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trading platform and will ultimately also allow for a timely
implementation of the DTO in Singapore. We would therefore ask
MAS to consider granting equivalence to overseas markets in the
EU/US so that Singapore market participants can comply with the
mandatory trading requirement by trading on such overseas
markets.

Question 8:
Other than the considerations previously listed, we would
emphasise that banks that are in scope of the new DTO in
Singapore may need time to set up and implement the required
technological and legal framework to support their trading
activities going forward. From our experience with the
implementation of SEFs in the US, a period of six months seems
reasonable for the industry (banks as well as technological support
providers and others) to prepare for the go-live of new trading
obligations. However, with the number of affected firms by the
MAS DTO being small and those being the most active firms in
derivatives who will most likely be active on electronic trading
venues already, the time needed for this group of firms to prepare
may probably be shorter.

Question 9:
-

Question 10:
As stated above, we support the alignment of the DTO in Singapore
with the clearing obligations (as aligned with those set out under
the US and EU clearing obligations) and would welcome further
clarity from MAS as to the proposed commencement date of these
additional instruments with respect to the clearing obligation.
Related to the more technical challenges of implementing the
DTO, MAS should be aware that in other jurisdictions there has
been much discussion about the exact tenors of instruments that
are subject to the DTO. Whilst the CFTC defined just a benchmark
tenor and added anti-avoidance language to avoid firms slightly
changing their maturity dates or start dates to avoid the DTO, the
approach under MiFIR in Europe has been to apply both antiavoidance language and a +/- 5 days range around the exact
maturity date. That said, we recommend that MAS specify the
approach to be taken in Singapore to create clarity for market
participants.

19

WongPartnership General comments:
In this submission, we have provided our comments from a legal
LLP
perspective only in response to the questions listed more
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particularly below. We have not provided comments to questions
relating to industry-wide practical or operational issues, as we
trust these would be addressed directly by industry participants in
their responses to MAS themselves or through the International
Swaps and Derivatives Association.

Question 1:
-

Question 2:
We are neutral to MAS' proposal to impose trading obligations
initially only on banks that exceed a threshold of S$20 billion gross
notional outstanding of OTC derivatives contracts booked in
Singapore for each of the last four quarters. We note that the
Consultation Paper clarifies that trading obligations only apply
when both counterparties are banks that exceed the threshold
mentioned above.
The feedback we have received from clients who are non-bank FIs
has been positive, and some would request that MAS consult
publicly again if it should subsequently decide to enlarge the group
of in-scope entities to be subject to trading obligations.
In the determination of the S$20 billion "trading threshold
amount" prescribed under Regulation 2 of the draft Securities and
Futures (Trading of Derivatives Contracts) Regulations 2018 ("Draft
Regulations"), one has to refer to the definition of "derivatives
contract" under the Securities and Futures Act (Cap. 289) ("SFA"),
which logically should be the amended definition of "derivatives
contract" provided under the Securities and Futures (Amendment)
Act 2017 ("SF(A) Act") when that comes into force. The definition
of "derivatives contract" in the SF(A) Act is broad enough to
include exchange-traded derivatives contracts and securities-based
derivatives contracts. Please clarify if this is intended. If the
definition of "derivatives contract" in the un-amended SFA were
still applicable, "futures contract" and "securities" (which by
definition include exchange-traded forwards, options and swaps,
and securities-based derivatives respectively in the un-amended
SFA) would be excluded.
It is also not clear whether intra-group transactions are to be
included or excluded from the trading threshold amount. It would
be good if MAS could clarify this and also align with the
requirements for calculation of the clearing threshold amount
under the proposed clearing obligations.

Question 3:
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We note that the list of exempt public bodies set out in the Second
Schedule of the Draft Regulations is more extensive than the list of
exempt public bodies set out in the Second Schedule of the draft
Securities and Futures (Clearing of Derivatives Contracts)
Regulations 2015 ("SF(CDC)R"). For example, the Islamic
Development Bank, the International Finance Facility for
Immunisation, and the Nordic Development Bank are absent from
the SF(CDC)R. Presumably there may have been changes to the list
of exempt public bodies in the two years between the draft
SF(CDC)R and Draft Regulations. Assuming MAS intends to
maintain consistency in the list of exempt public bodies across the
SF(CDC)R and Draft Regulations, it will need to update the list of
exempt public bodies in the SF(CDC)R.
In any event, we note that this exemption may not be relevant at
this stage, given that the trading obligations will only apply initially
to trades between in-scope banks and would not include public
bodies.

Question 4:
We are neutral to the above proposal. We understand however,
from some of our clients, that having to make a determination as
to whether the products are traded in Singapore by both
counterparties could be practically burdensome because in-scope
entities who are subject to the trading obligations must not only
conduct pre-trade checks on themselves to assess if they are
trading the product in Singapore, but also on their counterparties
on a trade-by-trade basis. Additionally, while one could request a
pre-trade representation from its counterparty as to whether the
product is being traded in Singapore, there are practical limits to
how one can verify if its counterparty is trading the product in
Singapore. In-scope entities must therefore be able to rely on the
counterparty's representation without facing any penalties in the
event that the counterparty's representation is false. The penalty
clause under section 129J of the SFA (as amended by the SF(A) Act)
currently does not expressly contemplate a situation where one
counterparty has made a determination based on a false or
inaccurate representation from the other counterparty, and
therefore breached section 129J of the SFA.
MAS may wish to provide further guidance (whether by way of
FAQs or otherwise) on how in-scope entities can determine if a
product is traded in Singapore by both counterparties, and what
would reasonably suffice from a regulatory perspective so that
there are some standards that in-scope entities can benchmark
against.
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Question 5:
-

Question 6:
MAS has stated in the Consultation Paper that (i) it intends to issue
the Draft Regulations with the commencement of the provisions
under the SF(A) Act, which is slated for the third quarter of 2018,
and (ii) it will also provide appropriate time for market participants
to make arrangements to access organised markets – domestic and
overseas – that are licensed under the revised markets regime and
therefore able to meet the trading obligations.
We note that under the revised markets regime, domestic and
overseas operators of OTC derivatives trading facilities commonly
used by participants in Singapore are required to be approved
exchanges or recognised market operators respectively. In this
regard, it is important that these platforms are approved or
recognised before the trading obligations are implemented, to
prevent the fragmentation of markets and liquidity pools.
Sufficient lead time should be given for operators of the trading
venues to apply for and receive their appropriate regulatory status
before the mandatory trading rules are implemented.
MAS may also have to set out equivalence determinations for
organised markets in Singapore before commencement of the
trading obligations. This would help prevent duplication of trading
obligations that could arise from different jurisdictional regulatory
regimes.

Question 7:
-

Question 8:
-

Question 9:
MAS has stated in the Consultation Paper that trading obligations
only apply to mandated products traded in Singapore by both
counterparties. However, the Draft Regulations does not clearly
reflect this condition. Under the Second column of the First
Schedule of the Draft Regulations, the contract specification lists a
"specified derivatives contract" as one that is "traded in Singapore"
– this is unclear on whether this contract is to be traded in
Singapore by a single counterparty or both counterparties, before
the trading obligations apply. We would suggest for your
consideration the drafting changes to Regulation 4(2) as we have
indicated in the attached Schedule.
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We also note that there are slight drafting differences of the
statutory definitions of "booked in Singapore" in the Draft
Regulations and the SF(CDC)R. Considering that MAS has stated in
the Consultation Paper that its approach of subjecting the more
active banks to the trading obligations is "consistent with that for
the proposed clearing obligations", we assume MAS intends to
align the approach to determine the in-scope entities subject to
clearing and trading obligations. Accordingly, MAS may wish to
standardise the definition of "booked in Singapore" used in the
different regulations, to ensure consistency.
Finally, we spotted some minor typographical errors in Regulation
2 of the Draft Regulations and we have marked them up for your
attention in the Schedule.

Question 10:
-
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