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Disclosure

The views and conclusions presented
in this presentation are exclusively
the responsibility of the author and
do not necessarily reflect those of
Banco de México.




Introduction

® Compilation of financial information by Banco de México was
based on a traditional financial statistic approach of Central
Banks, built on aggregate data (MFSM, etc.).

® Nonetheless, the 1994-1995 financial crisis showed that financial
system information was clearly insufficient for monitoring risks of
sectors, markets and financial institutions.

® Therefore, since mid 90s Banco de Meéxico started requesting
transactional information about securities, foreign exchange
operations and derivatives, among others, to commercial banks,
development banks and brokerage houses.

® Specificallyy Banco de Meéxico has been collecting daily
information on all derivatives transactions traded by banks and
brokerage houses in both OTC and Exchanges, for more than ten
years.
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Financial Information Model: Derivatives

® Banco de México has a wide coverage in derivatives transaction
information, missing those trades of unregulated financial institutions
and nonfinancial entities with foreign counterparties.

® Daily data collected includes information of all terms in the trade date
and all changes in the life cycle of every transaction, including
characteristics of the instrument, the underlying, counterparties,
collaterals, among others. In addition, there is a snap-shot collection
that includes characteristics as the market valuation and “deltas” (in
the case of options) of all outstanding transactions in a monthly
(weekly from October onwards) basis.

® Coverage of existing data and experience in micro-data management
allow Banco de México to perform the information function of a Trade
Repository (TR).



Financial Information Model: Derivatives
®* A wide coverage of OTC derivatives operations.

DOMESTIC FOREIGN
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FOREIGN
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III Collected by another authority I:I Transactions between foreign entities




Financial Information Model: Derivatives

Financial intermediaries Instruments Operations Counterparties
) Forward & Futures
Commercial Banks Swaps
gevlflopmeHnt Banks Options and
rokerage nouses “\Warrants”
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| %
: Operations |
| Instruments )
i * Underlying assets (indexes, * Spot prices, settlement prices, I
. f I . interest rates, currencies, stocks, up-front payment, exercise prices, g
I.l e CYC e T I bonds, commodities, etc.) etc. |
. * Asset’s specification (maturity, ¢ Contract size .
| currency) e Cash flows |
. * Market (OTC or organized * Payment dates |
| market) * Holder/Issuer )
. » Strategies (hedge/speculative) * Maturity |
| e Collaterals .
. |
. -
' |

' e Entity identifiers :
. e Industrial classification |

| ¢ Type of entity
i ¢ Nationality |
IET L IRl o Market valuation e Deltas




Uses of the Data

® Currently, micro-data on derivatives, have different uses, mainly of
market surveillance and financial stability:

Monitoring the functioning of the market
and compliance of regulation.

Detailed information of all derivatives transactions for regulatory
compliance of Capital Adequacy, Liquidity Coverage Ratio, FX positions
and currency and maturity mismatches, among others.

Credit risk analysis, which considers all risk positions of a given
financial institution with its counterparties.

Market risk analysis of financial institutions portfolio by type of
instrument and underlying.

Network risk analysis.
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Uses of the Data: Systemic Network Contagion

Exposures in Derivatives All Interfinancial Exposures

Inside circle (O) Banks; middle circle (®) Pension and Investment Funds; outside circle (®) International Banks.
Arrows represents expositions between institutions.
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International Initiatives

® As a result of the crisis, in 2009, G20 Leaders developed
recommendations about OTC derivatives markets to mitigate
systemic risk, improve transparency, and protect against market
abuse. The main commitments are:

v" All standardized OTC derivative contracts should be traded on
exchanges or electronic trading platforms.

v OTC derivative contracts should be reported to trade
repositories.

v" Non-centrally cleared contracts should be subject to higher
capital requirements.
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Trade Repository in Banco de México

v" 14 years of experience collecting daily information.

v" Close relation with users (CNBV, Financial Stability, Regulation and
Supervision).

v" Banco de Meéxico has faculties to request information to banks,
brokerage houses, investment funds, and other regulated financial
institutions.

v" Cross validation of information with other information requirements of
the institution and among institutions.

v Broad mandate for financial stability, access to all regulated financial
institution data.

v" Data sharing among financial authorities.
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Actions Undertaken by Banco de México to Work
as a Trade Repository

Banks and Brokerage houses are required to submit their derivatives
trades (OTC and exchange traded) at the closing of each business day.

Currently, Banks and brokerage houses validate data on a monthly basis
and incorporate additional information, including market valuations of
each trade, sensitivities to the underlying price.

Between March and September of 2015, new regulatory reports were
implement to account for market developments and include data
international recommended.

Banco de México is working on the establishment of a trade repository
in the central bank, and reviewing the adoption of the Principles for
Financial Market Infrastructures recommended for trade repositories.

Technological up-dating and improve data quality and transparency
through dissemination of statistics.

IB BANCO®MEXICO 12



New Derivatives Information Templates

Redesigned
g, Counterparties Templates

% * |dentify counterparties
,/ residence.

’  |dentify counterparties .
institutional and economic Futures & Options &

sector. Forwards warrants

e Trust members ‘ ‘

¥

Templates identification.
N * Included recent changes on derivatives

\\\ regulation (Tripartite Rules and Rules for
Collateral derivative transactions).
. . * Improve identification and reporting of
’ Es/)l;l;\asztcal portfolio detailed complex contracts (hybrid, implicit, binary
* Identify all collateral assets options, e.tc.). e :
tor OTC and derivatives * Included identification of trading platform,
exchange markets at market clearing house, clearing member and
value. operator.
« Identify netting agreements.| | * !mproved consistency with other Trade

Repositories information.
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Data Quality

Business rules
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Two-sided
validation
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Statistics on Derivatives of Banks and Brokerage Houses

Turnover

e Methodological
changes and broad
scope.

e Daily information
since jan-2007.

e 600 data concepts
(1,800 time series).

e Describes
development of the
derivatives market.

-

Outstanding

operations

e Monthly information
since jan-2007.

e 600 data concepts
(1,800 time series).

e Describes behavior of
portfolio derivatives.

Available

Oc‘tober‘» }2015

Risk positions
and prices

e Monthly information
since jan-2007.

e 500 data concepts
(1,500 time series).

e Describes exposures
to market risk and
counterparty sector
risk.
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Structure for Turnover Statistics of Derivatives Traded
by Banks and Brokerage Houses (Exchanges and OTC)

Derivatives transactions by instrument

Options and
Swaps Futures Forwards Warrants

[ Selling ]
Pla_m Warrants
vanilla
1 1L

: w | * By underlying (currencies, interest N\ RYA _ ~
2 rates, securities, equity, indexes, etc.) ke * By unde-rlylng
2 S| ¢ By location of counterparty 29° By location of counterparty
« % e By market (Exchanges or OTC) v 4| | e By market (Exchanges or OTC)
]\ e By original maturit S ioi i
\ * Byorigl urity J | AN By original maturity y
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Structure for Position Statistics of Derivatives Traded
by Banks and Brokerage Houses (Exchanges and OTC)

TYPE OF POSITIONS

DERIVATIVE INSTRUMENTS

Options and Warrants
Futures and Forwards

CLASSIFICATION OF TIME SERIES )
| I. Underlying Assets

Interest rates Securities  Equity  Stock Price Indexes  Others
I =
> — With México residence O
I O o : . " : . o
5 =9l - Financial entities (Commercial Banks, Pension Fund, MexDer) c
- E =38 - Non Financial entities (Enterprises, Persons) =
5 o £ 2
O B 20 O
i SEJ g With foreign residence L
— (o 3
- o 4w - Financial entities (Commercial Banks, Exchange Markets) <

)

- Non Financial entities (Enterprises, Persons)
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Derivatives Turnover Traded by Mexican Banks and
Brokerage Houses

By type of instrument By type of underlying asset
“ . I
40 — E—
I
75 —f .
[
5 l . = = - [ -
3 - I
: : =EemEl
s S 50 - B Bl
2 2 m B
S 20 — - &
l
- o -
l u I o
0 2007 2008 2009 2010 2011 2012 2013 2014
20072008 2009 2010 2011 2012 2013 2014 H TIE Interest rate m Other Interest rate  m Stocks & indexes
m Options & Warrants B Futures m Forward m Swaps m Others ® US dollar
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Derivatives Turnover Traded by Mexican Banks and
Brokerage Houses

By type of financial institution By type of instrument and financial institution
100 —
40
(%]
o =
(%] [
8. 8 50 —
kS o
2 [a W
5 20
=
0
2007 2014 2007 2014 | 2007 2014
0 Futures & Forwards Swaps Options and
2007 2008 2009 2010 2011 2012 2013 2014 Warrants
B Commercial & Development Banks Brokerage Houses m Commercial & Development Banks Brokerage Houses
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Derivatives Turnover Traded by Mexican Banks and
Brokerage Houses

By type of counterparty

By type of market
100 —

40
—

75

e
20 . - 3 50
[ g
= ]
Il .III ’
. .

Trillions of pesos

2007 2008 2009 2010 2011 2012 2013 2014 0
2007 2008 2009 2010 2011 2012 2013 2014
B MexDer B Foreign Exchange's Derivatives Markets m Banks US ® Banks EU
Q
OTC with Mexico residence B OTC with foreign residence S Othe'r Banks = Banks Mex . .
o Pension Funds m Other Financial Entities

B Non Financial Entities
B Exchange's derivatives markets
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Trillions of pesos

Derivatives Turnover Traded by Mexican Banks and
Brokerage Houses

By range of original maturity Instruments by original maturity

|
| B
[ | g
- #—— 8
— — C
20 — e g
B — O
|
0 . . .
2007 2008 2009 2010 2011 2012 2013 2014 2014 2007 2014 2007
® Up to 3 months ® From 3+ to 6 months From 6+ months to 1 year Futures & Forwards Swaps Options and Warrants
B From 1+ to 2 years B From 2+ to 3 years B From 3+ to 5 years
y han 5 = Up to 3 months B From 3+ to 6 months
ore than > years From 6+ months to 1 year “ From 1+ to 2 years
¥ From 2+ to 3 years B From 3+ to 5 years

More than 5 years
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New Releases of Statistics and Selected
Graphs on Derivatives

icio | Contacto | Ley de transparencia | Junta de Gobierno | Empleo y servicio social | Salvedad al uso de esia pagina | English
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POLITICA MONETARIA E INFLACION SISTEMA FINANCIERO SISTEMAS DE PAGD BILLETES ¥ MONEDAS

MERCADOS FINANCIEROS (TIPO DE CAMBIO, TASAS DE INTERES Y DERIVADOS)

ACERCA DEL BANCO DE MEXICO

INFLACION Mercado cambiario
MERCADO DE VALORES .

» Resultados de las subastas de dblares s e amn .
(TASAS DE INTERES) Portal Interactive de Informacién Financiera
MERCADO CAMBIARIO » Tipos de cambio
IO Volumenes operados en el mercado cambiario

Operaciones del Banco de México en el mercado cambiario
= Activos internacionales del Banco de México

Mercado de valores

» Tasasy precios de referencia
» Subastas y colocacion de valores
» Valores en circulacion

» Valores operados

Operaciones en el mercado de valores (FLASH)

» Operaciones de reporto: volumen, contrapartes, plazos, tasas, efc.
» Operaciones de compra — venta: volumen , contraparies, plazos, lasas, etc.
» Volumen operado de titulos en moneda nacional y UDIS: por ipo de emisor, por tipo de infermediario y por tipo de Introdusccitn
contraparte
» Volumen operado de titulos en meneda nacional y UDIS: por emisién y tip de contraparte
= Titulos de deuda, bursdtiles: diversas caracteristicas

Mercado de derivados

Volumen de operaciones derivadas negociado por instituciones de crédito y casas de bolsa

Volumen de cperaciones derivadas negociado por casas de bolsa

Volumen de operaciones derivadas negociado por instituciones de crédito

Nota sobre cambios en las estadisticas del mercado de derivados publicades por el Banco de México (PDF)
Portal de Informacién de Derivados

Anuncios de las decisiones
de politica monetaria

Encuestas del BIS sobre volimenes operados en el mercado cambiario y de derivados
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