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To the Legal Affairs Department of the China Securities Regulatory Commission2 ("CSRC")

(P14 5 REEH NAGERE IE))
Consultation Draft of the Measures for the Supervision and Administration of Derivatives
Trading
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On behalf of its members, the Asia Securities Industry & Financial Markets Association ("ASIFMA“)5
is pleased to submit to the CSRC Legal Affairs Department our comments and suggestions on the

UORARZ B, A B — R A ISR REIAT X . B TREIAT X & I X .

2The "PRC" or "China", for the sole purpose of this letter, excluding Hong Kong, Macau and Taiwan.
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5 [ (R 73 Mk 5 4 il 11 37 P 23 (SIFMA) B2 R 1) 42 il 117 37 W 2 (AFME) T R R, L [R1 B8 gk 4 BR A AT
SR bR itE, A XK AR TR .

A0 FLLURNMBEE . http://www.csrc.gov.cn/csrc/c101981/c7326196/content.shtml .

5 ASIFMA is an independent, regional trade association with over 165 member firms comprising a diverse range
of leading financial institutions from both the buy and sell side, including banks, asset managers, law firms and
market infrastructure service providers. Together, we harness the shared interests of the financial industry to
promote the development of liquid, deep and broad capital markets in Asia. ASIFMA advocates stable, innovative,
competitive and efficient Asian capital markets that are necessary to support the region’s economic growth. We
drive consensus, advocate solutions and effect change around key issues through the collective strength and
clarity of one industry voice. Our many initiatives include consultations with regulators and exchanges,
development of uniform industry standards, advocacy for enhanced markets through policy papers, and lowering
the cost of doing business in the region. Through the GFMA alliance with SIFMA in the United States and AFME
in Europe, ASIFMA also provides insights on global best practices and standards to benefit the region.
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Consultation Draft of the Measures for the Supervision and Administration of Derivatives Trading
("Draft", and after the formal promulgation, "Measures") published on CSRC's website®.
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The provision of market access through OTC derivatives as a complement to investment via the cash
segment has been the practice for many years. We note Article 10 of QFI Implementing Rules which
provides that the CSRC may, based on its regulatory needs, require QFls to report their offshore
hedging positions relevant to their domestic securities and futures investments.
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In the case of China, OTC derivatives or other market access products allow global institutional
investors seeking a low friction gateway to gain A-share exposure. In addition, OTC derivatives
constitute an important investing and risk management tool for investors and remains a key part of
the robust and healthy capital markets.
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Our members welcome CSRC’s efforts to unify the regulation of PRC derivatives markets as an
important step to effectively implement the recently promulgated Futures and Derivatives Law
(FDL). As for offshore derivatives markets, we also recognize the importance for improving the
transparency of the derivatives market. We nevertheless find some technical issues in the Draft,
which may have an unintended negative impact on the offshore business activities and which may
be not advantageous to increasing participation of global investors into China’s capital markets.

FAEBLIR B BATRE WPt 2 2S5

We would highlight our recommendations below for your kind consideration:

B EERWNFRELL

Part | Major Recommendations & Clarifications

. $50%
Article 50

CHER B LAY 28 50 2605
Article 50 of the Draft states that:

“LESN L B PLITELE M ERT A G55 2525 [ S, s R a2 g #
/@‘L’o
“To engage in derivatives trading business in China, an overseas operating institution shall
obtain the approval of the CSRC and abide by the provisions of these Measures.

6 Available at: http://www.csrc.gov.cn/csrc/c101981/c7326196/content.shtml.
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Overseas business institutions and overseas traders who carry out derivatives transactions
overseas, and their hedging transactions occur in China, shall comply with the relevant
provisions of Articles 12, 14 to 22 of these Measures.”

F50%&ELXK
Article 50.1

RN -

Recommendations and Clarifications:

FATERE, 56 50 550 1 K BAEAEIEEE AN E NI AR S AR b [ B N HRE S S RE %5 (b
FrRRIMIT ML G55) . ARZKIFIEB L) IZIEH T QFl SF5a4M% 5w b i i S B
fi R THARRIR 38 5, WIFIEMVERS AT AL 5. #F 2, RATHAAES 50 2655 13K
FABE A IR ST . AR b, RATA E RS AR W SLE R BIURE T — IKAERE
DBy 0 SR 7 s B T AT

We understand that this provision aims to prohibit foreign institutions’ illegal operation of financial
businesses (in this context, the OTC derivatives trading businesses) in China without regulatory
approval. Such approval is not intended to be broadly applicable to QFls or other foreign investors’
hedging trading of Chinese listed stocks or other instruments, nor is it intended to regulate entry of
cross-border derivatives transactions. In other words, we understand there is no change to the
current licensing framework by virtue of the introduction of Article 50.1. On that basis, we
appreciate CSRC’s confirmation of the intention of this provision and provide clarity to the next
Draft.

B0 &FE 2K
Article 50.2

SRR P -

Recommendations and Clarifications:

AR 50 2558 2 TR “EENXI MR 57 T E, ERE T R TR T, K
A0 23 AR B P b T B ZE R G R B — BT I EE 30% LA 1= 7 AR SCHE AMITAE
Lo GHBRART AR FUER “HUELEE N TTIARRR” TEOLT, 28 50 2556 2 3T 41
.

With respect to the materiality threshold of onshore hedging activities, in the case of an index or a
basket of stocks, our members suggest that the scope of Article 50.2 should apply if (and only if) the
weighting of Mainland listed stocks in the index or basket exceeds 30%8 in the event the offshore
derivatives transaction disrupts market order onshore as provided by the FDL.

7 2% [ 7 it Y1 D258 5 22 DA 23 (CRTC) R “ B R g 2 1) 5 SN R —— B4 LU A SRR HO IR 23 4 O B R 4L
(DB B LB SIIESR s (2) WA AR — MRS IES: S FR BB 1) 30% LA by (3) FAN IR R ey 14 1k

SHIEFR AT A SR AL E K 60%: DAL (3) & T i g BB E 25% FI AR AR B 7 UE 25 - o068 H 52 5

H(ADTV) & it 5000 Jj3Es0ak bA b (86t T8 15 Fhak L E a5 8%, o 3000 Ji3&cakbh ).

8 The CFTC defines broad-based index as follows: Under Path A, which derives from Section 1a(25)(A) of the CEA,

7 USC 1a(25)(A), a security index is classified as broad-based if it has all of the following characteristics: (i) the

index has ten or more component securities; (ii) no single component security comprises more than 30 percent

of the index’s weighting; (iii) the five highest weighted component securities together comprise no more than

60 percent of the index’s weighting; and (iv) the lowest weighted component securities comprising, in the

aggregate, 25 percent of the index’s weighting have an aggregate dollar value of average daily trading volume
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Furthermore, our understanding is that Article 50.2 will only apply to trades entered into after the
Measures take effect and that the new measures would provide a six-month grace period to allow
foreign operating institutions and foreign traders to prepare for compliance of such Measures.

. 2819 &M% 21 %
Articles 19 & 21

CHESRZ LAY 565 19 K0
Article 19 of the Draft states that:

“BEILIEL T i 5 SR 0T F S IREFIY .
“It is prohibited to circumvent the shareholding reduction rules and restricted shares rules
through derivative trading.”

CHESR B R 26 21 4605 -
Article 21 of the Draft states that:

BEIRTEm B E S LT A Tl E B2 T LIRS SEER A . B
. EREFEANR, LURITFFIR G IR B 22 1 F IR0 TR LLiZ L 117 4 ] R B

G HIRT L X 5 -
“It is prohibited for derivatives operating institutions to engage in derivatives trading with
shareholders of a listed company who holds 5% or more shares of such listed company, de facto
controllers, directors, supervisors, and senior management personnel of such listed company, or
with the shareholders whose shares are subject to sales restrictions or shareholding reduction
restrictions, if the underlying assets of the derivatives trading are stocks of the listed company.

EHFTHHEN L7 A ARG H— BTSN IG5 5 F i 5. When the
provisions of the preceding paragraph apply, the shares held by a shareholder of the listed
company and its persons acting in concert shall be calculated in aggregate.

AT i 2 B LI 250 X 5 2 B S (IR 55 H AT B 2 A5 BT P sk I 41
RIS THIIRZ i EN S BRI THE b . 7

A derivatives operating institution shall conduct look-through verification of the real identity of a
trading institution and the trading purpose and shall not conduct the transactions as provided in
the first paragraph with any persons specified in the preceding two paragraphs or with the
relevant products, legal persons and partnership enterprises controlled or established by them.”

L

Recommendations:

1L BANEER, P EIERL BT AR B ERRE, IEFARAMREM S A L
FRFE IO IR RE SR U 7 I LA 24 R ISR DU b O WAL i L4052 5 837 MU
Horpr, “BURE S G EW AR KRBT . —BUTEIAN . (ERE A #E—29 K
T HTREEIEAE 5y GG, R TR A A PR B AR BR A R AR (DA R 7l TR PR

(ADTV) of S50 million or more (or in the case of an index with 15 or more component securities, $30 million or
more).

i ”
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JEAR” A CRREBR” VNI, HaTmEE T4 A EVI S RE R AR RATER AL S .
We note that under the current Securities Association of China (SAC) self-disciplinary rules,
securities companies are prohibited from, in violation of relevant laws, regulations and rules, to
conduct swap or OTC options transactions with so called certain types of “sensitive clients” that
hold certain shares of a listed company if the underlying assets of the swap transaction are the
shares of such listed company. “Sensitive clients” include the listed company itself, its related
parties and persons acting in concert. The Draft further expands the above prohibited target
clients to include any shareholders whose shares are subject to sales restrictions or shareholding
reduction restrictions (the “Restrictive Shareholder” and the “Restrictive Shares”) and widely
prohibits derivatives operating institutions from trading derivatives with them.

FEHEAM T T, BEAMI A SRS B A 2 5o ) v 2 4 55 1 o 52 % 2 PR R0 2t
B e XSS E BRE T LR 2 HOE RS A R T A AL, W IE AT
MR, MATRAERS S A BERIAHRI AT S, AT mRh s 3. Wi
W, EEAMCGEE BT A TR EEAR TSR T RERRAN . REREEE AL
HEEART MR, RAIMEZAFE T ERENARIHNE.

In the offshore markets, foreign institutions are offering swap products to international
investors such as hedge funds who have a strong appetite to gain economic exposure on China A
shares. Most international investors do not wish to obtain title to the shares, nor do they want
to exercise any voting rights; they are only keen to gain economic exposure to the performance
of the A shares, with enhanced financing efficiency. Benefits of the offshore swap markets per
earlier mention include increased capital market efficiency, capital inflow, investor confidence,
and the broader development of China’s capital markets, which is consistent with the China’s
regulator’s expectations.

LR, BEAMIUVRE I ATAR fh 58 5 N LR AN AT A AR A TE RATH A TRl s SR b fE
R, FEE BRI R Rt B/ BOE AT A A2 5 (R — A i BT AR JER
B ASRAF AR BRI Sk~ o AT ZEZE 55 31 AR FH 7 AT AR it 58 5 AR e 5 P M7
€, WAE BN I ERLE .

In practice, offshore operating institutions may provide financing channels to offshore clients by
entering into derivatives transactions with them to gain economic exposure in private placement
deals of A shares. In addition, offshore institutions holding Restrictive Shares may trade non-
Restrictive Shares of the same A-share listed company directly and/or through derivatives to
obtain exposure over the non-Restrictive Shares. This is not an abuse of OTC derivatives to
circumvent the domestic rules, and does not contravene the rules.

CHESK = AR 25 1E PR A IR I AR BEAT AT AR T A i 52 5 T e PR R 5 I R 2R 1) B3R TR 4752 5
17049, JEHATREPIAS AR Z BEAMILIZ 5 A AR A TTRAT .
The possibility of widely prohibiting Restrictive Shareholders from conducting any and all
derivatives activity may have unintended consequences in restricting legitimate trading activities
by Restricted Shareholders; and may impair the ability for international investors to participate
in private placement deals of A shares.

PRk, FANIHESTRMIN,  ERER) KA R EIFER S b g HLAE s T4
i A8 o NIRRT A BARATF AT AR A BRI e SR SR (A R SR BE ALK,
QFI, A5 ZEA NI ST R AR A TR AT IR BUE IR RLE), A BR A BRAS e i 52 o
HURIEE AT A 5SS o) AT SR NBSE I ARIR . B RE R (IEREWAR) 28 19 2N
21 25 193 PV A SC S B A st 1 5 2 AT vl e iR A8 RIS (n_E ST pTig), IF H.
55 15 SRS 17 2552k LA INEA AT AR IE , BRATTI & S BURIER 55 19 2540
5521 2%, AEHABTE R (G S 1T 37 AR SGTR R rh v S A O R B R 71 F) B | 1 R E
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In light of the above, we would like to confirm with CSRC that the Draft is not intended to
prohibit offshore operating institutions entering derivatives with offshore clients to enable them
to gain economic exposure in A-share private placement deals (provided that the relevant
offshore operating institutions like QFI does indeed comply with the lock-up requirements in
relation to A-share private placement deals), nor is it intended to restrict offshore institutions
that hold Restrictive Shares to buy or sell non-Restrictive Shares in the market. Given the wide
reading and unintended consequences of the current draft of Articles 19 and 21 (as stipulated
above), and the fact that there are already other measures such as Articles 15 and 17 that curb
improper conduct, our members would recommend the removal of Articles 19 and 21 and that
such articles may be better placed in other regulations (e.g. those regulating the equity capital
markets) that impose restrictions on the Restrictive Shareholder.

2. H21 KR 3 HE, MTAEMAEENMP Y FERBLHHERLGINAZ S HE. FEEH
M52, ATAEMEENMIRMEBATZE A E NS, RASIEENMM aFl, TiEEF
HATA A Gyt 07 RIUAT B . BATEWHERL 2 #FMAE QFl T4 M A EHIE L5
G (ERE A 25 14 SF00E B g H B S & IR RFIRSEAE OB B,

Article 21.3 reads that derivatives operating institutions should bear the obligations of looking
through the “true identity” and “trade intention” of clients/counterparties. We would like to
highlight that it is very difficult for derivatives operating institutions to perform this obligation
because the QFI, for example, would not have visibility as to further actions of the trading
counterparty with whom they had entered into the derivative. We suggest that it should be the
trading counterparty/clients, rather than QFI brokers, that should have the obligation to disclose
information such as their aggregate holdings, as specified in Article 14.

PAEHEE RS St BRI . SRR 5 Bt L A VA R,  DUEAT
A A E NI RE S B — 2DV W 2 BRI EOR, AT AN

We would very much welcome continued dialogue with the CSRC in this regard. It would be
appreciated if there are sufficient communication channels with CSRC so that the derivatives
operating institutions can further clarify its regulatory obligations in satisfying these
requirements.

m. %14 %
Article 14

CHER B AR 28 14 2 -
Article 14 of the Draft states that:

“TENETT 17 B ik X B WIGZ235 50T, G2 HF B HIE L 177 A 7] B2 RS2 (5 55 5 7
HEHT RN [F 55525 /728 5 19 A m B LT TR BRI EEE) 9 B i 57 77 7 it
G, WG IR 5 5 I I HE 5 B BRI B F B I = & 7 i 5
“For the performance of information disclosure obligations or in the acquisition activities or
other activities, a derivative contract held by a trading institution with the stocks of a listed
company or a company whose stocks are traded on any other national securities trading venue
approved by the State Council (the "underlying stocks") as the underlying assets shall be
calculated in aggregate with the underlying stocks directly or indirectly held by the trading
institution in accordance with the provisions of the securities trading venue.”

EANESTIRIEE:

Recommendations and Clarifications:

1 AT BRI FEXTRTA fh 28 5 AR O BEER AT & R TR, HRER (1) AL 25 ST AR
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FLEJR I FATA R AR IR, W R B 45 5 AT A A AL G kST NG IR
S, RO BB BRI R 25 4 48 B I B — BT A m) DR AT IR S 5%, M
i itk R 59 4F 1AL B4 e X 55 UL e = H 4% 1 SRS i o w) B I S R B [] ek ik 6 28
A2 5y BRI AE 75 AN F B A IR 25 1R 55 (VE LT 30) o AT TUIIA % 5 [ W R 258 5
RN (Z BR A HE T I S P, s 1T I oK 258 5 B ) 0 000 ) A B A FH 16 285 SR AT e 2
RINFI QFI FBER AT ) 8 WRUT

Our members would like to propose excluding (1) cash-settled derivatives; (2) derivatives that
do not provide voting rights or investment decision-making power; (3) derivatives that reference
non-voting shares (e.g. preference shares) of a listed company from shareholding disclosure
calculations; and any derivative position to be calculated should be a net position, i.e. netting
long and short derivatives positions. We would particularly highlight that if cash-settled
derivatives are included for aggregation, the equity interest (calculated by way of the number of
shares equivalent) will easily go beyond 5% of a listed company’s outstanding shares which will
therefore trigger 5% shareholding disclosure filing and a 3-day cooling off period, as well as
short-swing profit rule restrictions which will immediately impact the ability of the investor to
trade for 6 months or longer (more detail below). We foresee this rule change coupled with the
existing short-swing profit rule (which is stricter than the Hong Kong market that does not have
a short swing profit rule) will dramatically reduce trading activities via the QFI and the Stock
Connect channels.

914 FRE, S THEER ST N 2dE AT AT S B R e i A m Ol A« H A
37 o INEREZE UL GEREWRD 56 21 265 1 3008 “Fl 5% AR 1 dh
i E I A . 5, IRAIA EETELERTIR ARSI TN E 5%4F B2 5 A HEAT
Akt A SRFFIRA AT ST, KA AT A E N EAT B A L5
RIS WET TR, SEEP AT AR A BN A S AER KRR B BRI /28 5 %
FHFREGHIE. Hk, FRATEVMERE 14 %1 “S9E3h7 , FEHMIAEELZ SR
L5 21 5650 1R CEARSRAE (IME) IEREPIRE) Fridiy “FFM s%rIAR” ANEFENT
E DS

Article 14 stipulates that the “consolidated positions” shall apply to information disclosure, the
listed company acquisition activities, and “other activities”. It is unclear whether the
“consolidated positions” apply to both short-swing profit restrictions and Article 21.1 of the
Draft given that the ‘5% shareholding’ threshold is mentioned in both contexts. In other words,
the industry wishes to have clarity over whether the ‘5% shareholding’ threshold mentioned in
these contexts include derivatives position as well. It is not practically feasible for derivatives
operating institutions to perform the look-through checking if the 5% includes derivatives
positions. Derivatives operating institutions would have to largely rely on the representations of
the clients/counterparties as a matter of practice per earlier mention. Therefore, we suggest
deleting “other activities” in Article 14 and clarifying that the 5% calculation for the purposes of
short-swing profit restrictions and application of Article 21.1 (to the extent such article remains)
shall not include derivatives position.

F124E3IXK
Article 12.3

CHESR B LAY 268 12 2538 3 e
Article 12.3 of the Draft states that:

ag
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“RIAE A0 2 B 2510 RGNS G R HIRT e G 29I G T o7 K a2 K4
M G WHE LG TR G G I iR s 2, A LLZER T i 28 B L)
b RS = O

“Derivatives operating institutions shall record the data and information of the counterparties,
contracts, trading strategies and the trading details of the derivatives contracts relating to
hedging transactions. Securities and futures trading venues may, based on the needs of
monitoring, require derivatives operating institutions to provide the foregoing data and
information.”

W

Recommendations:

FATE VMR “ 58 5 Hing” IR, KIAZE Ty SR AT BE K AE 5y 1 S HGVEIE M4 17
If, T4 SR A BRI AE LK 25 7 158 5 g 5 R 2B 58 55 18— X B

We would suggest removing reference to “trading strategy” as this may vary trade by trade and is
not a capturable data. Also, derivatives operating institutions are not aware of the trading strategy
of their clients on a trade-by-trade basis.

Ik, FRATI 2 SRR SR 1358 5 3 BT s AT 2B i 58 Gyt 5 AR N A SR & WM T 3 2
53 BE0 58 R G ME A A DASCRAIT A il i S HIEAT . TR RIS, WP 54 vl fE
AR RHSEIBATH, TAE “—X—" X,

In addition, our members would request for the exchanges to consider soliciting comments on the
reporting template and contents such that industry participants are able to ensure operational
readiness to support any changes to derivatives reporting. Please note that hedging for derivatives
may be done at a portfolio basis and not one for one.

5B oy HAh AKX

Part Il Others

H3%k

Article 3

bisRIER

Clarifications:

PAT = R ET N “Silid EEIRATER S RS AT VAU .

Our members would like CSRC to elaborate on what may constitute “overly complex derivatives
contracts”.

B1%

Article 7

bisRIER

Clarifications:

FATH 2 1A T AT A RERETRE B R B B “ B i AT AR i S 207 T it A 4 &
%o WATERR], PERES AL UL S P2 AT B AR Hh 357 IR R 4R
TR EET] .

Our members would like to seek clarity on what would constitute new features or new types of
derivatives contracts which would trigger the administrative reporting requirement. We note that
there is no such reporting requirements or guidance in current self-disciplinary rules of the SAC or
CFA.

i ”
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AT & LA T, SRR SRR A 08 A w872 w1 R 41 5L
WIS G, BRARSE T E AR R IS S IAT  CERAT ML SR AT AR 7= i 58 2y b 55 8 B AT
INEDY T EBROR I SN, R T EAE A 5 BT AUET AT AR S A AT P ik

Our members would also like to know whether an onshore banking institution carrying out
derivatives business with securities companies, futures companies or their subsidiaries concerning
OTC or listed derivatives also need to submit the pre-trade new product reporting to the industry
associations on top of the existing filing requirement to CBIRC according to CBIRC Interim Measures
for the Business Management of Derivative Transactions of Banking Financial Institutions.

Fok
Article 9
il

Recommendations:

JHLR AN HMIT A i A 70 0l 52 B P i 8 ARRAICTIT I R, FRATTANTE R AR X AT AR i 22 2 1)
FrOAHI S SRR GG IR MR R B . BRATHANE AT AE 058 55 18 FH 350 PR A B2
AL B, FRATE A AMIT A 5 AE 5 B4R G BR AU 2 A FAth RV R X IR AV L

It is unclear what the purpose is behind aggregating position limits for listed futures together with
OTC derivatives - both are already separately regulated to mitigate against market risks. It is also
unclear as to the purpose of applying position limits to OTC derivatives which is uncommon in other
jurisdictions.

%15 %
Article 15
il

Recommendations:

ARG FLRIE “5F7 EEEIAT A T A . 5iAN S 58 0k 1 kA R
AU SR, PR A ATTHE A R 55 AR AT ART AT BE RS AU A At S LR U] 35 5l AT T i
Bt VETE AR /IMZ SRR S ER TE

The catch-all provision of "other violations of laws and regulations" is too broad and ambiguous, and
it is impossible for foreign participants to be aware of all domestic rules and regulatory requirements
so that they face difficulties ensuring that they are not engaging in activities that may be deemed as
circumventing those rules. We would suggest that CSRC clarify and narrow down the scope of “other
violations of laws and regulations”.

F17 %
Article 17
il

Recommendations:

FATERAR, 26 17 5650 2 K BAEAE LRI 545 B LA At R A& B NIE N 545
BARMATERZ AT A BT m ANRERE e N R R 0 T 3R R A HHE
JSAZ G TR S AR T R R e ) (R MOE I THiEZR . ITEsc 5, st
BAE OIME) MRS VAT (ME) 5 17 2508 2 3G AR IR N — 20, BT IR
AR

We understand that the second paragraph to Article 17 intends to cover other non-public
information than inside information related to the execution of the derivatives. Given the Supreme
People’s Court and the Supreme People’s Procuratorate on Several Issues Concerning the Application
of Laws in Handling Criminal Cases Related to Trading using Non-public Information (the “Supreme

i ”
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Court Guidance”) only applies to securities and futures, it would be of great benefit to the industry if
the intention to apply the principles as set out in the Supreme Court Guidance is clarified in the
guidance note provided by CSRC.

FEh, KT HE 31 5%, FRATEWST S WIH AT LARE S 45 B ah(BE “ A [EEE” ) rT BAMEN
M ENN A BT R THUER BT

Separately, we would suggest the CSRC to expressly recognize separate information flows (i.e.,
Chinese wall) as a defense similar to Article 31.

%20 %
Article 20
il

Recommendations:

AT A SRR A IR RO BRI EAIHME R, RS “NBFER 7 E BG5S
X TGRS PEAN G B K T ATAE M E N 5%, AT BUMER “ M 5%0E” o F,
FATEWARVFRTAEMEENN . 225 F {7 BRI 5 RIE LB AT H 55, BN 2 18
ANFIENAL G, HAFAEE N T2 5 E RN ENHL, WA RES TR HE
IFFE RO, RATAHAT— 7 A HAE ARERS T 5 R st 17 (IEsR S WA ) 5 15 2 19 568
SE AR L TEAT N

Given that the information with regard to indirect securities holding via derivatives is not public, the
obligation may be unreasonably expanded for the derivative business operating institutions if they
have to evaluate a counterparty’s eligibility based on ‘ought to know’ information. Hence, we
suggest deleting “ought to know” and accepting that the derivatives operating institutions and
traders can rely on each other’s representations to discharge their obligations because
counterparties engage each other on an arm’s length principle and are not aware of the
counterparty’s rationale for each and every transaction, nor of the wider positions in a
counterparty’s portfolio — this makes it challenging to know whether the counterparty of a trade is
engaging in prohibited activities per Articles 15 to 19.

%52 %
Article 52
il

Recommendations:

BT RN ERE W, BATEIAL U 2 (1) AR E WA ] (2) B il t 6 1)
CINEY WEILEM: &E)HBALH G 1) (INE) X AERRTIT SLIATA w028 2 T 77

In light of the collective input from our members’ provided above, our members would like to

respectfully request for (a) a longer consultation period in respect of the proposed Measures; (b) a

grace period for implementing such proposed Measures; and (c) no retrospective effect of such

proposed Measures on the derivatives transactions entered into prior to the effective date of such

proposed Measures.

TATH B [ i WA T 534N AMITAE AL G AR e, RN AT AR e g A T 3
WA T Rz —, HEIMNT, TS5 BRI GERE LR 7TRgE R mRs 7
RUMEME . TR X ARSI, FRATT M AR KT S IX — 8 B IVEB SN B
FIR R RISy . BRIV G/ (IME) MEEM, BATHEW A8 S ol S H R
B, FERETERSE—PRA AR . WRBRSELMEER, 1EBER ASIFMA EH A4
R OUEZRE R N (HEFE: Ichao@asifma.org; Hiifi: +852 9826 8020).
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This response has focused on overseas OTC derivatives, which is a crucial market access tool for the
international investment community. In full candor, the industry has raised significant concerns
about unintended consequences based on the current draft, and there has not been sufficient time
given multiple priorities across the region to devote sufficient time and attention to this very
important development. Given the importance of these measures, we would be grateful for the
opportunity to engage in further discussions with CSRC in relation to our comments and to provide
further industry input where necessary. If you have any questions, please do not hesitate to contact
Lyndon Chao, Managing Director - Head of Equities and Post Trade at ASIFMA, at Ichao@asifma.org

or +852 9826 8020.

IHEL:
Yours faithfully,

| / /

LY UN

HHMLH, A
WIMIESY 5 & mh i i 4
(ASIFMA)

Lyndon Chao

Managing Director — Head of Equities and Post Trade
Asia Securities Industry & Financial Markets Association
(ASIFMA)
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