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2016 forecast 2017 forecast

Major industrial economies

United States 2.6 2.3 15 2.5 2.4
Euro area 1.9 1.5 1.5 1.6 1.4
Japan 0.6 0.6 0.6 0.5 0.8
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Demalnd-side contributions to growth, H1 2016

Percentage points M Domestic demand (Consumption and investment)

15 - M Net Exports
M Statistical discrepancy

10 - ® GDP growth
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Divergent prospects across countries

_--I_MII

South Asia 7.0 East Asia
Bangladesh 6.6 Tl .‘ 6.9 &> China, People’s Rep.of 6.9 66 A 64 A
India 7.6 74 & 78 & Korea Rep.of 2.6 26 & 28 &
Pakistan 4.0 427 A 52 A Taipei,China 0.6 09 ¥ 15 ¥
Southeast Asia 4.4 45 & 46 Y central Asia 3.0 1.5 ¥ 26 ¥
Indonesia 48 50 ¥ 51 ¥ Azerbaijan 11 25 ¥ 10 &
Malaysia 50 41 ¥ 44 & Kazakhstan 12 01 ¥ 1.0 &
Philippines 59 64 A 52 A
Thailand 2.8 32 A 35 ¢ ThePadfic 7.2 27 ¥ 35 A
Viet Nam 67 60 ¥ 63 Y E a0 24 YV 45 &
Papua New Guinea 9.9 22 ¥ 30 A

§= forecast, 4 = retained forecasts in March ADO, M\=upgrade, W= downgrade
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GDP growth Selected indicators
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Burgeoning private debt

Household debt/GDP Monfinancial corporate debt /GDP
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Awer = simple average of the Asia sample, HKG = Hong Keng, China, HKG | PRC | KOR | SiM | AL | THA | IND | 18O | Awer |
IMDs  fracia, T3 — Imetmromta, KO - Repubiic of Koraa, ML - feiaysia,
PRC - People’s Repuslic of China, SIM = Singapore, THA = Thailand. 1= 2008, 2 = Firss quarssr of 2016.
Source |IF 2016,
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ures

2000: Mongolia
2000: Georgia 2000: Tajikistan
Drought Drought $0.1billion
$0.2 billion $0.1 billion (7.0% of GDP)
(6.5% of GDP) (6.6% of GDP)

2000: Armenia $0.1 billion
Drought (5.0%0of GDP)
$0.1 billion

(5.2% of GDP)

1998: Bangladesh '
Flood i 1% of GDP,
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(8.6% 0f GDP)
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“
Annual GDP Growth (%) | Estimate

2015 2016 2017
IMF ASEAN 4 + Vietnam 43 48 5.1
ADB ASEAN -5 44 45 46
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- IMF AL E (2016 4 10 H) » i 4 BIARIEEIE - EAkrEns ~ JEEE

- ADB oIS (2016 £ 9 H) - B 5 BIRIGENE ~ BAPEaE ~ JF
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* Global economy seems to move sideways
25
20

15 .Manufacfurlng PMI (deviations from 50)
Industrial production

10 = World trade volumes &
. z

o

—5— -~
—-10*

2010 11 12 13 14 Feb.
16

Source: IMF WEO 2016, data represents three-month moving average, annualized percent change uniess noted otherwise
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5-Year CDS Spreads of Selected ASEAN Countries Jana 16
(in basis points)
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¢ Which drives growth more? Cycles or surprises?

Financial and Business Cycles in the US
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= \ 03
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-60 -15
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Sources: BIS Working Paper No. 395- December 2012, Bloomberg
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Demand-side contributions to growth, H1 2016

W Domestic demand (Consum ption and investment)
M Net Exports

M Statistical discrepancy

® GDP growth

Percentage points
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Fiscal Balance (as % of GDP)
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Gross International Reserves (ASEAN-5, Levels in US$ millions, 2008-2015)
= 2008 m 2009 = 2010 = 2011 = 2012 = 2013 2014 = 2015

300,000 251,876
250,000
200,000 156,460
150,000 105,929 95,282
7w iy AL
50,000

>l I it 1 |

Indonesia Malaysia Philippines Singapore Thailand

1 ——Philippines ysi —=—5ii e ia ——Thailand
12

4
b3

2008 2009 2010 2011 2012 2013 2014 2015
Source: World Bank
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A B IROEY) © 2015 FE R AL RS REPE - HIE R 17.3% » B2k
Ry 12.3% > JEERE Ry 13.89% » il By 13.6% » 2Bk 11.3% ©

B.EARMEF(%) 2015 FH AL 2 EAME % ENJE Ky 21.3% B2k /&y 16.3
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Return on Equity (ROE) Capital Adequacy Ratios (CAR)
(in %) (in %)
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2015 FHEHE 5 I &35
BESl (H&E50) % %

PES 12,890.3 28.2 71.8

SR 22,759.3 23.1 76.9

Hlfe 292,971.1 21.7 78.3

[ 6,763.5 04.4 35.6

FEARPE 375,830.3 27.4 72.6

Ay 28,275.4 39.9 60.1

JEEE 128,943.8 19.9 80.1

Hr I 063,109.2 27.5 72.5

Z=H] 417,147.4 25.1 74.9

fididEa] 327,743.7 12.5 87.2

Hig (&) 2,276,440.0 24.0 76.0
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Left Tail Risk

Prabability

—

Right tail risk
Higner than expected inflation
Secular s!agnal\
: L s : TInflation
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Right Tail Risk

Laft tail risk

Manstary policy axhaistion

Increasgg tail risk |

B) e -

Probability

>
Higher than espected inflation

Left tail risk i
Manatary policy axhaustion i

/ Secular| stagnation

Increased tail risk | //
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Growth Inflation
Equities IL Bonds
Rising Commodities _ Commod mes
Corporate Credit EM Credit
Market EM Credit
Frpectton MNominal Bonds Equities
Falling IL Bonds Mominal Bonds
Source: Bridgewater
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Strategic Level
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Meeting Forum
Weekly

Investment Forum
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Global Event Risk - VIX Index
as
Augqust 2015
Falls on Equity, commodity and S~
40 EM Currencies driven by concern ) - Concern on Commodity based country's
on global growth due to PBoC's b’ September2015 rating to be downgraded
policy and geopolitical ) - China's manufacturing data - EU Brexit Referendum Announcement
s uncertainty in Greece went to its worst level since '09
- Emission Scandal Volkswagen - US money
- France's credit rating market reform
55 downgraded effective
s lune 2016
NN -USNonFarm __Sentember
’ Payrolls June o
55 - 2006 belon | ) -Fedleaves
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- Volatility on Oil Pric
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Demographic

= Aging population in DM
Low birth rate in DM
Subdued Global Growth . . Demand/Supply Imbalances
i P Low Yield for Longer p[_J Y :
and Low inflation ? Net buy from ECB > net issuance
by Furozone governments

-

Easing Monetary Bias
Globally: Bol, ECB, BoE, Fed, BoK
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CENTRAL BANK POLICY RATES WITH MARKET EXPECTATIONS
Market expectations derived from QIS and Libor futures contracts
%
15
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GOVERNMENT BOND YIELDS IN ADVANCED ECONOMIES

/\

o

CH IP DE NL FR CA UK us PT

057 0.10 0.61 0.00
058 011 073 0.49
0.60 011 093 104
0.66 0.19 1.06 172
0.72 0.25 120 202
0.81 0.36 1.35 230
0.89 0.46 1.50 257
098 058 156 306
9YR -0.10 -0 3 d 108 0.69

10YR -0.03 -0 . ). ). 8 117 0.80
15 YR 0.15 ). ). 5 147 1.20
20 YR -0.07 0.42 . ). L. " 177 138
30YR 0.06 0.52 0.56 0.63 107 211 231 179 154

Note: As of September 21, 2016

5. mEn R B PRk
PIRE R RSN 20165F 10 HTH “PAIERRE” -

BRITISH POUND "FLASH CRASH" ON 7 OCTOBER 2016

1.2700
1.2600

1.2500
o 1.2400 NN el

. = R

8 1.2300 W

& 1.2200

9 1.2100
1.2000
1.1900
1.1800

05:00:00 06:00:00 07:00:00 08:00:00 09:00:00  10:00:00

Source - Bloomberg SGP time

6.5 19974E LI - T T ZSNEFREN © BFEEOT ~ 35T ~ HE -~ 585 - i
#z(Canadian dollars,CAD) 5z E At &% -

SNBSS & 2 EFEHHLH R B4 N T A M )

SNB CURRENCY BREAKDOWN OF FX INVESTMENTS
excluding foreign exchange derivatives

%
100

80
80
40
20

0
97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
B EUR (DEM) | USD m JPY m GBP m CAD Other
Source: SNB 27.07.2016 13:06:23

19



15 HEIZ SR T 2 BT P

Bank Council Governing Board
Oversight Long Term Asset allocation
Strategic Asset Allocation
Investment and risk fra

Risk Management Asset Managem
Risk Tactical
& control asset allocation

Restrictions Investment

Committee

Asset

Management

Implementation q—l
Internal und external portfolio managers “LJI’):::”:“:“”

0. BFEMEELE

(WEMHCE © 527134% » BOUT41% > 48%57% » HIBI8% K HAME 109 -

QIEER] - BURFAE% ~ HAth 5557119 K SE20% -

QEE T BrERTE © AAAFREFR59% - AAFREZF25% ~ AFREFR11%
FeHAN 4R B Z75% -

Control

(IFEE/ES © " 2016FHSBCH/NEFEEERIS: , - (HHSBCE R SRS
RTHEEERE T8 Rami HayekoE 15 - WAEEAT ¢
B RERS I 20 INEFERZ 7T T SR TN SR T) » A &l A > 18154
FZINEFREBEBENT
L DIt B A B & 57 > BOMBS(E ST BRI NEFER459%6 » RN IAE R T18%
FEMI2{E 5171696 > T 10{ESRAT139%6 » AEM Fe PRt E O 5217896 LA
FrASHE T FrAYMNEFE AT 1,000 FE0E A 12ME517(16%) » 112500
£ 1,000f83=TEA 12MEHR1T(16%) » 71722002500 = T8 A LHEFRTT(14%) -
102 200fE =T E A EFR1T(12%) » /TH10ZE 100832 TE A 23MER1T(30
%) /NRI0EFITTE A 10 R T(13%) -
2. EERINEF AR R —FRME T -

Global Reserves (1995 - 2015)"

||||||||||||||||||| i

0%
1995 1906 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
End of Year
Aneusl growth rate ——Global Reserves

ot
1. Sowce MF COFER Stisics 15 At 201

3AESNEFRECE T » SSUThAE £ AL - BT E MBS -

20



tal Allocated Resarvas

o Other
000 2000 2002 203 0e 2005 2006 2007 2009 208 2010 X120 0
En

Moies
‘Suree: IMF COFER Staisacs 15 6

RESTRICTED

ez Statess 16 Ape 201
EUR noaies 38 curerces a1 1ptacsd

4 A0/ NEFREREERZZENE > BEZHEERR TG
BUER 549% » HER e SO BTG 2 48R 5 e 519% » JHHE R H ARG i EAS T
BRI 1496 > HNEFER/K PR H10% - ERIGH)H8% - Hrph B E 2 Gl
BUR R/ NEFREH iR O Z M - B G (HNEFREHEEK
BB E—(ERTRT AR IR -

5 BN EAREFEALRNE —EHINGT - WESMNEFREHEELEERE
& - L8N FoNILESI G R EHINEFREE YN ERE R AFEIR) - 42%
BlEZNGNES -7

6 NEFREH B R ARSI N ZEEIE > 015F ARG 1 ZEE R F
20164 A58 Ry i S 45 (Agency paper) ~ BEFERIBUREZS5S -

15T S B P R TR R E - LR > ARWSE = BUTK HERA B
5177 -

8.I32{ESNEFREHE (Nt AR EEIHEGEFHER 28 H « BIE37
1 ~ D28 1 ~ Fr B ECBA12(E ~ SEPERT12{1 ~ FREGERATLE ~ Brinseoeofd »
ETCOME ~ FIETCRASME ~ RERHT AT A AL S oM -

0N E NRYE 328 ZFHE A0 2F B E NREEMEE R RN E
N R L LE) > FE2015FEE20{H (T -5 i E N R Ry 10(E) -

10. B S A A H B E T 201 6551 N RRTEHIASDREWEE T~ > 2015520164 A
R G2 BRIMNEFIRELE 7 5 552.9% 53.3% - SNEFREE AT /AR S
EERINEFREEERIR20254FATEZF]10% -

11.52{[(68 %) Z & FHUTAENER M > EFEETE ~ BIHSNE - FRT - JNE
R R HAMIEE - ERINEEH TR o BB th R TR S A R - SRS
AR ~ feEa = - i R A Hey - (AT AN TR - mEA 4
InEERTT ARG SR 53096 > B DE 6% o HERFA B 56426 -

127 AR ETRELER H 3 - $Pr Bl i 5 (2 2 ek T - MR SR 4
K5 [BEE -

B ZHEEBHRRESOEZCUERIEETR) 2B RA —ERE49% » [CE#ES]
20)

14.63% Z HE AT AR NF R EHEFEE - ML EEBIFES ~ i

21



NENERAEE

15.7996 23R B & TR B 5] E W aa (2 AS NE BB B B 1S Sy i R S4E -

16. BRI NEFERFFLAI0REIR » 5 MR - £RINEFRIFAATIS AR &1 E
RWE ~ HA ~ Bl ~ DSt P {5 fe 3B

Rank Country Current reserves (USDbn) % of world 1-year change
1 China 3,201.06 28.96% -12.3%
2 Japan 1,201.84 10.87% 1.2%
3 Switzerland 608.01 5.65% 9.8%
4 Saudi Arabia 570.73 5.16% -14 5%
5 Taiwan 434.09 3.93% 2.9%
6 South Korea 361.73 3.36% -0.1%
7 Hong Kong 360.17 3.28% 4.5%
8 Brazil 355.35 342% -1.5%
9 India 34028 3.08% 32%
10 Russia 319.35 2.98% 55%
11 Eurozone 25582 231% 6.5%
12 Singapore 24483 2.28% -1.3%
13 Thailand 170.39 1.57% 11.8%
14 Mexico 169.71 1.60% -7.9%
15 Algeria 13423 121% -16.2%
16 United Kingdom 111.64 1.01% 202%
17 Poland 104.82 0.94% 6.8%
18 Indonesia 103.81 1.01% 1.4%
19 Turkey 100.15 0.92% 0.9%
20 Israel 95.59 0.88% 10.5%
Total Global Reserves 11,054.08 N/A -3.4%

Note:
1. Source: Bloomberg, 18 August 2016
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‘Source: Bloomberg, Citi World Government Bond Index
As of 30 September 2016

HEFRES T BZE 2016 9 H

Um l...l.
e .lllll
' IIIIIIIII

Sep-2013 Sep-2014 Sep-2015 12 3 4 5 7 8 9 10 15 20 25 0

2000 2002 2004 2006 2008 2010 2012 2014 2016
e

SRS AYE 3020 BRI AR -

FE“FE

Source: Bloomberg, Citi World Government Bond Index
As of 30 September 2016

OYINERENET &

Tenor (in Years)

25



4%

8
#

x
§ o

10%

Annualized 1 Year Volatiity of DXY
nualized 1 Year Volatility of El

An

- Start of QEY by US Fed Start of QE1 by US Fed

2002 2004 2006 2008 2010 2012 2014 2016 2002 2006 2006 2008 2010 2012 2014 2016
Time Time

Source: Bloomberg, JP Morgan EM Currency Indices
As of 30 September 2016
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Pre 2008
Expected
Returns
2009-2015
2016-?

Risk

QOEIMNERCE Z BERUR
o

Hedged Unhedged Difference Hedged Unhedged Difference
Local 11.7 9.0
usD 116 83 33 89 17 7.2
EUR 112 3.6 7.7 8.8 158 -7.0
1PY 106 316 -21.0 78 159 -5.0
GBP 118 6.3 5.6 9.2 80 12
AUD 14.3 258 -11.5 116 112 0.5
CAD 6.2 139 -7.7 9.8 105 -0.7
CHF 111 5.2 59 8.5 136 =1
Hedged Unhedged Difference Hedged Unhedged Difference
Local 16 53
UsD 1.6 =25 4.1 5.7 89 =1
EUR 13 BB =73 4.7 5.2 -0.5
Py 0.5 -2.2 26 41 -8.3 12.4
GEP 1.7 3.2 -14 55 235 -18.1
AUD 3.7 05 5.8 6.7 35 32
CAD 19 16.2 -14.4 55 34 21
CHF 0.3 -18 20 42 54 -13

Sounce: Bloomberg, Citi World Government Sond Indices, MSC Equity indices
A5 of 30 September 2015
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Drawdown in Global Equities

Duration
of Bonds

Global Treasury Yield

Sovereign

Start Date End Date Dra\iv’:)o wn Bond(;e}tﬁrns Stal;z;ng E'}.’dﬁl;‘ 8 Ch(:;:)ge

Sep 1987 Nov 1987 -20.5 7.3 7.6 7.4 0.2 4.6
Jan 1990 Sep 1990 -24.3 4.4 7.9 9.0 1.1 4.8
Jul 1998 Aug 1998 -13.5 29 45 4.1 0.4 53
Apr 2000 Sep 2002 -46.8 14.6 4.4 2.8 -1.6 5.5
Nov 2007 Feh 2009 -54.0 5.3 35 2.2 -1.3 6.0
May 2010  June 2010 -12.7 0.7 2.2 1.8 -0.4 6.2
May 2011 Sep 2011 -19.6 2.5 23 17 -0.6 6.3
May 2015 Feb 2016 -11.3 1.8 1.0 0.9 -0.1 7.3

Source: Bloomberg, MSCI World Index, Citi World Government Bonds Index

(DB BB IRE

Equity Index

Cost of buying 1YR ATM

S&P 500

Eurostoxx 50

Nikkei

Hang Seng China Ent.

Put as proportion of Implied Volatility Yield of 10-Yr bond
index value
7.4% 16.9% 1.85%
10.3% 20.6% 0.18%
8.8% 19.8% -0.06%
10.3% 22.4% 2.72%

ERIRE ¢ #2016 £ 11 H 1 Hil: » 5218480k -

OZTUEEMBERE

Drawdown in Global Equities Return of Other Asset Classes over same period

Start Date

Sep 1987

Jan 1990

Jul 1998

Apr 2000

Nov 2007

May 2010

May 2011

May 2015

Source: Bloomberg

End Date

Nov 1987

Sep 1990

Aug 1998

Sep 2002

Feb 2009

June 2010

Sep 2011

Feb 2016

Drawdown (%) Sovereign Bond Returns from Returns from Retu.rns from
Returns (%) Gold (%) CTAs (%) Thills (%)

-20.5 7.3 8.6 9.7 6.2

-243 4.4 18 249 6.2

-13.5 29 -7.2 5.6 1.0
-46.8 14.6 15.9 22.5 10.9
-54.0 533 18.3 16.3 3.0
-12.7 0.7 54 -0.8 0.0
-19.6 2.5 3.8 -0.6 0.0
-11.3 1.8 B -23 0.1

27



(©)5MEZ b

Rolling 3 Year Correlation between 60/40 Rolling 3 Year Correlation between 60/40 in
Assets and FX vs USD Assets and FX vs SGD
980 UsD is a risk 0-20 SGD is a risk
reducer reducer J
0.60

0.40 l w

'w -0.40
-0.20
-0.60

-0.40 o o
USD is a risk SGDis arisk
amplifier amplifier

-0.60 -0.80
N ¥ © W 9 N ¥ ® ®w o o T € 0N ¥ w ®mw 9 o T © ®w o o T @
mmmmmmmmmmmmmmmmmmmmmmmmmm
ccccccccccccc d & & & 8 8 & & & = 2 & @2

NNNNNNNNNNNNNNNNNNNNNNNNNN

Source: Bloomberg, Citi World Government Bond Indices, MSCI Equity Indices
As of 30 September 2016
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Investment Decision-making Process

‘ Objectives and Constraints ‘

Il

| Strategic Asset Allocation I

I

| Tactical Asset Allocation I
e
‘:j | Actual N[anagjfffnt |[}
I 17
Risk Management & Performance Evaluation ‘
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Set
Investment Determine Market Derive Optimal
Objectives - Investment - . - Efficient ’ Asset
. Expectation : :
and Universe Frontier Allocation
Constraints
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28 ENE - A EhEHIT SRS 77 (Mortgage Backed
Securities, MBS) 13 Bl i 5 {&E %% ©
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Tranche Investment Objectives end-2015

+ Accommodate unexpected cash flows and FX volatility

Short-term Liguidity 45%
- 100% USD money market instruments
Internally |+ Return generation while maintaining liquidity & safety ©
4 - - ) 788%
manage: - Diversified currency composition and instruments
Invest-
ment
Ext " + Return enhancement to mitigate negative carry cost
mxaﬁ;ngaeél - Wider investment universe and higher risk tolerance 153 %

- Focus on Corporate bonds, MBS and Public Equities
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3RBYETE SAA 722 495

(DRBYHEE SAA IBIZ e 5 (B

AJE SAA 34 TS R B -

BAGER—(H E FHILIE — G140 ¢ A S TR IR S
9LIT -

29



E(R)
Efficient Frontier with
Shortfall constraint

AN

K1)
Investible area with
shortfall constraint

E(R)

.
Efficient Frontier \

!
ShoErﬁfall Line Optimal allocation
- H b
- Shortfall rigk 5%

(43 141
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B.EEEHT SAA &K © (BT MHECRTE e Z IR EN K AE

Amount of Assets . S .
Capable of Being Liquidated ) Required FX Liquidity in Crisis

Sudden St
> Stress Test > udden Stop
Liquidation in global financial [> Wijinholds & Kapteyn (IMF 2001)

crisis within 3 months > Extended Greenspan Guidotti Rule
(A) BT TR Z SR ENTE © fhat R NEFRAEE 80% -
a.2002 SR ERAREARINRZERF L -
b.Wijinholds & Kapteyn (IMF 2001 £ ) : THEHEA R H = BZx @ afsEEE Ll M2
Z15% °
. ¥ Greenspan Guidotti ¥1HI : Hfr<F AL — -

Required Amount of FX Liguidity in Crisis (Unit: billion USD, %)

Required Ratio versus

Sudden Stop Maximum capital outflow 255.2
Wijinholds & Kapteyn Current external debt + expected 2399 64.9
(IMF 2001) capital outflow . .
Extended Greenspan Current import during 3 months + 2978 206
Guidotti Rule current external debt : .

Notes: 1) The required amount of Sudden stop are based on end of 2014 and those of other criteria are
based on October of 2015

(Bt E s EEfE

a. ik

(@B STHEAE S« SAA 2 (FEEEEHG -

(b)EARE = 2008 47 H 14 HZ 2008 4F 10 H 27 H -
(o) F Fg KR AR HURI A S RleAs.

Changes in Major Asset Prices under the Stress Condition

“ US 10yr T/N | Credit Spread DM Equity EM Equity

-21.6% -27bp +318bp -32.6% -47.0%

b AR B A R OR 2 Al B4R
EHEEHEREZ 2 - £ HEMAN AT SERELERTZE
H LA S T TR
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Level of Reserves

The level of reserves: 97.4 Billion USD
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56 | i
48 |
40
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(DT EFEE——8 T EHHE TR I NEFRER -
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QYERAHRE R PR B E W Z ST BB - Hh5otd 67% > BUt
5 30% > Bepih 3% o

GHZEERMT R ERERZ A 2 HIFEHE - migEEREE PR
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Actual Currency Strategic Currency Neutral Currency
Coniposition Composition Composition
) )
$ b $
€
€
£ €
ST & M ] Max 2% £
positions
Strategid Strategicl | Nax 10% £
positiong positiong
— |
Market Operation Dep. Monetary Policy Committee

S.HEERF L - DIy ERITER (R © B 2009 S£35Th 60% ~ Both 35
% S LB 5% 0 £ 2016 FEERSETTA 68% ~ BT 29% ~ HL85 5 2% K E

& 1% -

2009 2010 2011 2012 2013 2014 2015 Sep-16
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Portfolio Benchmark

GovernmentBonds (57%) Government Bonds \
;g‘ s —_
< |Equity(5.7%) §
g Also, Hedged Equities o
O | Hong Kong (0.2%), Japan (0.6%), Korea (0.3%) 2
g =1
Corporates(4.6%)
%? Government Bonds (25.3%) GovernmentBonds
2 Equity(1.9%) =
2

Government Bonds (2.5%)

Equity(0.5%)
GovernmentBonds

GovernmentBonds / /

Total Duration—12.6 Months Total Duration—6 Months

T REE R ELE - DIESIERITEREZHAE © 2000 FEBUFA MRS 62% ~ HtR
HIEZES 19% ~ Bl &S 19% » 2 2016 F 9 HEMBUG A& S 57%
ANFEES 5% ~ HAth RIHERE G 1696 ~ Be AW S 129 ~ B S 10%

I-l-i"‘ & B
m%

16%

2009 2010 2011 2012 2013 2014 2015 Sep-16

Equity = Cash & Money Market Other Long-Term Assets = Corporate Bonds  » Government Bonds
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. Strategic Neutral
. % Portfolio
Simulation: BIM Models Benchmark | Benchmark
STD VaR CVaR CVaR CVaR
Extra Long (Horizon: 1Y+) 1.60% 265 281 277 56
Long (Horizon: 6M-12M) 1.33% 213 223 219 36
Short (Horizon: 1M-2M) 1.33% 215 274 269 31
Risk (STD) Correlation Contrubution
Total 1.59 1 1.59
Industry 149 0.87 129
Style 0.09 0.68 0.06
Risk Contribution Term Structurc ~ 0.85 0.18 0.16
Spread 0.16 0.44 0.07
EM 0.00 0.00 0.00
Selection 0.09 0.06 0.01
5 Currency 0.06 0.20 0.01
/ 4
Ol Wi
Govt Portfolio- |-
E . Spreads FX P&L
Q Yvields P
2008-2009 dollar
Global Financial -40% -150 bp +100 bp . -2.99%
strenghtening
Crisis
1987 Market
Crash (Aug. to -20%, -25% unchanged unchanged dollar weakens -2.21%
Nov.)
emergibng . s dollar weakens
1?94 US Rate markets -5%- - US Gow 2% unchanged against -1.78%
Hike reach 3.5%
15% developed
. US Yield
1973-1974 Oil T NN Curv by 50 I 4 dollar weaknes
Crisis 10%-22 ury e;‘;’ ¥ rmehange 5% e
20022000 dotlar
s oba Fl.nanc|a -40% +100 bp stenghtening by -4.64%
Crisis (without 20%
flight to quality)
Negative Caean US: +150b.p, .
Scehario 3% EUR: +70b.p. +75bp -4.68%

108N (e B A o B R R (2 2 S
B2 2005 £ 2016 4F 6 HANEFERAEH G BAREEF ZHE > ek
2007 A2 7% M 2015 -5 2016 - 6 H Erlfi = B 19 -

2005-June 2016

(3
5
.
= pPortfilio

3 m Benchmark
F
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Old Practice P Active Management
1995-2009 Indexation Started in 2013
B 2009-2013

/ = One consolidated \ { = Introduction of \ K Active monitoring of \

Portfolio Benchmark financial markets
Indices
- “Buy and hold” - Frequent trades
EEEREEER : Managlng New Risk Measures-
- Portfolios versus Spread Duration and
= Measuring absolute benchmarks Tracking Error
return
= Portfolio Return - New limits and
= Limited list of Analysis versus approaches in terms of
Eligible financial benchmark market and credit risk
instruments return;
Diversification across
= Duration- measure = New Risk counterparties, issuers
of Risk Measure - Key and asset classes
Rate Duration = Diversified strategies —
+ Short Duration duration, curves,
- No Bets on spreads and butterflies

k. High Credit Risk / \b \-_ Duration Mismatch /

2. - Eh e b B e
(1) B B 2 45 8

PROL Composition by Key Rate Poinls FUN Compasition by Key Rate Points
a0 -1000 o 1009 2000 -1000 - woo 2000
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CROL Compositicn by Spr. eaarype CROL Composition by Spread Type
2000 000 402 5008
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. | 5
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§
Gysuyuis

QX HEEHEE - R e ERE AR RT - RICEHGEEE S
g R\ 8 e EIREE ¢ A @R E%ﬁéﬁﬁwf'aﬁ(spread duration)f1 TE
—EfEEH N BFREGHE » B ERS &M
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QB HEBEMNZET A > BN SEF 2 EHELN TS Credit default

swap,CDS)A1 G #]7(G-spreads) °
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B. FFENZRE A HMEE -
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45% 5% 10% 10% 5% 25%
) ) ECO/INTERNAL

Risk Country Counterparty Ratings OUTLOOK CDS G-Spread BID/ASK OPINION SCORE
EU Government of Sweden 10 10 10 10 10 10
EU Governmen t of Denmarl k 10 10 10 10 = 10
EU Government of Germany 10 10 10 10 10 10
EU Governemnt of Luxembourg™ 10 10 10 10 7 10
EU Government of Switzerland 10 10 10 10 7 10
EU Government of Netherlands 10 10 10 8 10 10
us Government of United States 10 10 9 10 10 10
AU Government of Australia 10 10 7 10 10 10
NO Kingdom of Norway 10 10 10 10 7 -]
CA Government of Canada™ 10 10 8 10 10 8
us Government of Finland 10 5 9 9 10 9
UK Government of UK 9 5 9 10 ] E]
EU Government of Austria 9 5 9 7 10 9
EU Government of France 9 5 9 8 10 9
EU Government of Belgium 8 5 8 9 10 8
JA Japan 7 10 7 10 10 7
SP Spain 6 10 5 5 9 6
PORT Portugal 5 10 3 5 9 5
TU Republic of Turkey 5 5 2 o] 5 7
RU Russian Federetion 5 5 1 o] 7 7
GE Republic of Georgia 4 10 1 o] [ 5
UKR Ukraine 1 10 4 o 5 1
GR Hellenic Republic 1 10 1 o] 0 1

SARAETE—2017 4

(DFERANEE HFESEE -
OMRBANEEL > B BINRSITTA -
(3)FEHr H A s LR E 2 E -
(4EHS(ZF VAR 521 (Matlab)
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Figure 1: Outstanding RMB deposits in Hong Kong, China
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Source: HKMA.
RMB = renminbi; CNY = yuan.
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Figure 2: RMB bond issuance in Figure 3: RMB bond issues by
Hong Kong, China country of issuer
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Source: Bloomberg Source: Bloomberg
CNY = yuan; China = People's Republic of China; RMB = renminl i:
US = Unitex dSl ites.
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Figure 4: Cumulative RMB bond issuance by sector, 2007-30 Sep 2016

Financials 1,611.6
Governmen ts 340.1
Consumer Discretionary 49.2
Industrials 44.6

Materials 33.6
Utilities 24.9
Technology 12.1

Consumer Staples 12.6

Energy 11.4

Communications 11.2
o] 500 1000 1500 2000

CNY billions

Source: Bloomberg
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Interbank Market

Size Tenor Issue Rating Issuer Rating
H’lllllﬂlwmdaumﬂwMM(mm s
Daimler AG 2016/06724 Refinancing of previous Panda bonds
gzmmonductur Manufacturing Inil 2016106106 150 3 2% AA A 2
China Resources Land 2016/0/30 300 § 360 ARA ARA For onshore general purposes
China Resources Land 2016/05/30 200 3 320 AAA AAA For onshore general purposes
Cnung Hing Bank 201 605123 1 50 3 3 60 Foronshore general purposes

SCBHK 01511201 1.00 3 350 For offshore general purpose
Daimler AG 01511123 150 1 360 ’ -’ For onshare general purposes
Dainler AG 0151123 050 2 39 £ z For onshore general purposes
China Merchants Holdings HK 20151102 0.50 1 303 A AAA For offshore general purposes
BOC HK 20150924 1.00 3 3450 AAA ARA For offshore general purposes
HSBC HK 201509724 100 3 350 AAA AAA To fund offshore banking operations
Daimler AG 2015/04109 300 1 480 AAA ARA Tofund PRC operations
Daimler AG 2014111105 150 ! 4680 ARA ARA Tofund PRC operations
Daimler AG 201410314 0.50 1 520 AAA AAA Tofund PRC operations

Q)P EIREEH G F25m— T —EASE
AT EZFTISE] 2017 FATREZER] 10 JRoT » WiAE 3 2 4 FAEE T RBUFE
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LGBs to Exceed CGBs soon

e Quitstanding local government bonds (CNY tn)
2 wm Outstanding central government bonds
20

-
-
-
-

==
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u T T T T T T T T 1
2009 2010 201 2012 2013 2014 2015 2016F  2017F  2016F  2019F  2020F

Bt TR (B2 (LGBs)— 45 B AE 2015 FRETT 10 &% fEZ BB IR E SR © TH
RUABETEEERE EEINZIRH -

(At T BUFEIRAE S SEBE M EE EEE © #17(555 F Pk PPP 1554 -

(B REFE S HoAth B i SR (A5 - B1E LGFV 815 (LIATE EEEEE)
(OFRAEFFFTREIR Y > A H o] DHERFFEARAE 2R s BN #1755 -

China municipal bond market exceeded Germany’s in 2015;
L likely to reach USD 3tn by 2020 (USD bn)

s u Projctbonds st \au] u Refnancefestimates) I
I 400 362
I gonl 200, 3000 ‘.:
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08 20 M w2 AN Tﬂﬂ ms ZMF ZWF ZMBF ZMQF ZDEDF us Japan Germany China

OFEEREZ TSN - TEBRNESR ZINERFA R 2016~20 4
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Foreign Holding Poised to Rise
Foreign holdings of onshore Treaswry bonds, %%
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Foreign Ownership Estimated to Increase
Annual net purchases (GN'Y bn} and foreign ownership of anshore bonds (95)

m Annual inflows (high)
2,500 m— Annual inflows (low) r &%
Foreign ownership (high, RHS)

- 5%
2,000 + Foreign ownership (low, RHS)

- 4%
1.500 -

F 3%
1,000
2%

500 - L o

t 0%

2014  2015E 2016E 2017E 2018E 201%E 2020E

c?é@ 2015 4 11 AJE > 31 600 ZZ YN E##HE A PRI A EZ# TS - BFE 50
NIEEPHEEE > B0« FOERTT - MM E RSB SRR -

Foreign Holdings are Mainly in Rates Bond

As of Now-20135, foreign investors held CNY 241bn of CGBs, CNY 254bn of PFBs, CNY
114bn of inferbank credits, and CNY 154bn of exchange bonds (CNY bn)

mCGB m PFBs m Exchange M Interbank credits
800

700
/00
200 +
400 o
300 4
200 4
100 +

0

- = T = = = = = = & — = — =— — =

D. L gRI T LR E R B R A YN B # A 2 T ISP (27 4096~60%
E. %H FRgRIT S AREERHEIINEFRE 77 » REIRIMNEFEIHC
REEEHEEEIRILERZ EFFZER] -

SELTE 3 T ARBEEAL - HEEETSRMT P RMTR IV EESS
ERFA Jukka Pihlman o4 338 » AWEEET ¢

L ARBEIEE

(1)3E

Filot Trace  crire

Scheme cosnedup  ROFN | program omicial
state councl State counil enatied crehars enaby institutions were
ndorsed the id snproved fp— Eirst i AME®S  bond markst investmertin  Launchaf allowed ta acoess
STAME . personal AME  personal RMS Zum bona settie trade  toforsign  bands ang Shanghai Fres  onshors bond SR
irternationaization  pusineszindK  deposit iszumd payment  cemtral bamks sharesinChina  TraceZone BRCFX marksts  Imclusion

FB0C Sought to OFll program enabled Direct Rules on FDI and Lsunchof  improved  Opening up

promote ides of investors to buy erabied imestment RMESwap  Quot=of  ODItoenanie Shanghai  quotstion  of interoank
currency shares in mainiand in fined income: and signed with  MYA/CWY RME capital to Hongkong mechanizm  bondto
internationsization  Chinese companies money markst South Korea  anct flow more freely Stock of USD/CNY  foreign
using their domestic procucts Y/RUE Connect  tobecome  irwestors
cuTency, then cavert oirect more markes-
into AME quotzof  Desed

Recent Developments ;r;.'a\\'
W irvecimerid ¥ 1]
Marl

¥ Adoption of Negative List for private and # Shifted the RMBE FX regime to CFETS * Opened up China Interbank Bord Market to
fareign investments basket fareign imvestors: further opened up onshare
* Refining the legal framewark and drafting # Started to promote CFETS a5 ghobal trading FX Market to official institutions
Foreign Investment Law platform for RMB ¥* Refined sccess mechanism from quata to
# Estsblished bilaters] currency swap registration system
agreement with 35 countries and regians ¥ Approved Shenzhen —Hong Kong Stock
# Appainted 20 offshore RMB dearing banks Connest
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RME debt held by foreign investors Foreign investors’ participation in bond market
[chy trm)

Domestic Imvestors M Foreign Imvestors
W 5Fock HBond Eiocan W Total

~3IE%

1l I I I "
Dmc-43 Dec-14 Dec-1% Jun-18 China Impan us
Dutiook
RME indusion in the IMIF's SDR basket promotes preater Chima remnains underwesight in intermational bond portfolic —
use of the RIMB as a reserve currency and drive demand ~2% of outstanding CNY bonds [vs »30% for US)
for government debt, as well 2= higher overall inberest in Inclusion in Global bendhmaris could bring significant inflows —
corporate credit. e g 5% of index weight in the JPM Global 16 Aggregate Bond

Index could bring in LISD100bn irfiow into China,
Source: PBoC, Wind, cutinak by Daertzchs Bank andl 1F. Mormn
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Dim Sum bond issued by foreign Panda bond Issuance Amt RME direct outbound insvestment

= entities [CcMybn) - {monthhy in CNY bn)
& & 230
- ;
1 = oz 5 200
- 13 15 18 ; 150
L]
g w s = 100
= =
% 3 ps 13 3 2 s 0
= g ¥ o . Lt conll nuall,
2013 2044 04T AMAS  10R44014201330134013101620LE SHIIREIIFIEGEE

Saurce: Boomizens, OCDL, FRoL, Wins
One belt one roed and other cutbouwnd

investment inftiztives hawe promoted
RMIE denominated investment.
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Gold’s price performance in a range of key currencies in 2016
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Source: Weorld Gold Council, Bloomberg as of 12 October 2018
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Quarterly Gold Demand Composition
Tonnes
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=Jewellery mBarsand coins =ETFS =Technology = Central Banks
Sourse: Won Goid Counsil
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Central banks have become net buyers of gold since 2010
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= Net purchases = Net sales
Source: Metals Focus; GFMS, Thomson Reuters; World Gold Counci
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Central Bank Gold Reserve Holdings
Tonnes
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Advanced Economy Sovereign Debt Outstanding (as of 27th July 2016)

= Less than 0%
= Between 0-1%
= Greater than 1%

Outer ring: Nominal

Inner ring: Real

Hote: Soversign debt from Austraka, Canada, Denmark, Euro area (investment grade). Japan, Swaden, Switzeriand, the United Kingdom and the United
States. May not equal 100%due to rounding.

Source: Bloomberg
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Optimal Gold Allocation for Typical Central Bank Portfolios

Gold allacation
A0%

35%
30% A

259 o -mmeems /
20% ,A/:/
15% / /'
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5% o
0% T T T T
4% 5% 6% 7% 8%  Volatility
80% 55% 4% 30% 16%  USbond mix
—— 30y historical —&— Current yields {gold @ 0%)
—— Currentyields (gold @ 2%) Yields fall by 1% (gold @ 2%)
Portfolio includes US Treasuries, US Agencies, German Bunds, French OATs, UK Gilts, Japanese JGBs, and gold. Historical

retums computad using menthiy data from February 1086 to February 2018, Yisld data as of 21 March 2016
Source: World Gold Counci
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Real rate environment

Moderate
Longterm | Low(<0%)  (0%4%)| High (>4%)

mem‘ W% n14% 05% 0.7%
Standard error 0.2% 0.5% 0.3% 0.7%
Difterent from 07 Yes Yes ho No
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Significance Test Removing the 1970s Significance Test Using a 15-Year

and 1980s Rolling Window
T-stat T-stat
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Historical Changes of 10-year Yields
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/|\Avergge Maturity (flow-basis) . Maturity Composition (issuance amount)
apan 1.8
Japan e

{FY) 2018 250 56.4 288 258 06 1470
2016 93 ~
~ S
2010 76 2010 30.0 60.0 264 182 72 1428
4

a ] 40 a0 a0 100 120 140 m_"u]%_ﬂ"]

TEs ipemrorshorler -2, Gy fDyesr 20 30 40yed o nfagondndeesd AoaingSme  Auchons oy Enbanced Lqudy

U.S.
2015 3 205 420 348 285 168 164 155 2 134

2015 T
2010 6.9 2010 514 478 402 381 I 175 82 2 397

[1} 500 1,000 1,500 2,000 2,500
{billon 5)
Byear  Jymar  UGeyear O Tyear 1 D-year 0year  Floating-Rale  © Infation-Indexed
UK. U.K.
2015 20.0 2015 320 26.8 282 233 11041
2010
187 2M0 50.8 36.9 37T 282 1833
a 20 40 60 80 100 120 140 oea
lass than 7-y aar over T-1ass han 15-yaar owarl5-yoar Inflation-Indes et
German
sermany German
2015 72 - =
2015 53.0 E 1] 430 20 158.0
2010 6.8
(year) 2010 74.0 a2.0 60.0 10.011.0 207.0

iource) OECD. debt man; it authority of each country
Mote) .l'?un: excluding FI$. . Fi [1] 50 100 150
15, UK., Gemmany: including short-term bonds 2ymar - Syear  10-year - 30-year - Inflation-Indexed

ACEIEEHFE RO 2R
2010 4F 2015 £ 2016 4F
HA 7.6 9.3
FH 6.9 74
e 16.7 20.0
= 6.8 7.2
B.ZHAH & (ETEEH)
(AHZAR (BEAfiz - JKHIED
BiEEZE 2~54 104 20~40 4F $EEfESF K REeAE: SRt
Wi Wi HIES  REfRES
2010 30 60 264 192 72 0 142.8
20165 25 564 288 25.6 1.6 9.6 147.0
(B)Z=E (Bfir : 10 f&2ET)
2 34 S THE 104 3044 FEFRE fEEE S5t
20104 514 476 492 381 278 175 0 82 2,397
2015 318 295 420 348 265 169 164 155 2,134
(C)FEK (B © 10 (B5E8%)

200 wikon £) 4

52



NS TEISHF
2010 4 50.6 36.9
2015 4 32.0 26.6
(D)E[]
24 58 104
2010 4 74.0 52.0 60.0
2015 4 53.0 39.0 46.0

7215 4 fERUR aat#

37.7 28.2 153.3

28.2 23.3 110.1
(BEAIL © 10 BT

30 4F TEEUE CEE

10.0 11.0 207.0

6.0 12.0 156.0

BRI © OECD » SEEHEHENT - H AN S FILP Eo3 kB &EFES ~ 52

» B~ ARSI o

2.0 T 2B RAEIER

B HHA 2THH | 8788 | 8% ZETHFI]
o 50 | 2016/4/19 341 BT 175
S A 50| 2016/10/11 | 5.57 BT 2.80
FEBE 50 | 2016/5/18 338 BT 3.45
. 100 | 2016556 0.11 - 230
LA 50 2016/5/6 3.4 S 215
SE 70 | 2016112 218 BT 1.50
R 100 2016/4/1 0.11 BT 2.35
FEARE | 50 | 2016/523 133 N 370
s 50 | 2016110711 | 0.98 s 1.50
20160513 | 0.003
201600520 | 0.003
201600527 | 0.003
HR4Enn 100 2016/06/03 0.003 | 4.30
2016/08/05 | 0.001
2016/10/14 | 0.001
2016/1021 | 0.001

EE ¢ Bloomberg
et - INEPER B TS THER ) 2R .

3. HAEEBUR KJEA R Hh 4

(DEWECR
NEMINE | PEFEH HoAth
QQE 2013/4/4 4750 JkH &7 4
QQE2 2014/10/31 | &80 JkH %) 7~10 4
BITRIRMES | 2015/12/18 4 7~12 4
QQEN 2016/1/29 IUNCCIES
QQE/YCC 2016/9/21 480 JkH PR AR
RS
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‘ Yield Curve w36, 3012 Nov.30, 2012
20 1 4, 2006
0, 2016
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Sep.30, 2014

Jan 28, 2016
‘.

Sep.20, 2016

Oct.18, 2016
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ERACHE  Bloomberg
42011 Fz 2016 FEBEIAMEFRFA B2

Government Bond Holders of Each Country
<Japan> <U.S.> <U.K.> <Gerrnan¥>

(Mar 2011) (Mar 2011) (Mar 2011) (Mar 2011

9% Central

% 3%
55% _-Bank
0.3%

T

% a2 5
-~ V 13%
81% | 40%

Total ¥876 trillion

2
=
e
/
‘ .
2
2

|Toia| $10.8 I:rillion| | Total £ 1.4 trillion | | Total € 1.8 trillion |

(=% 8.6 trillion)
(Jun 2016) (Mar 2016) (Mar 2016) (Mar 2016)

10% 0.2% 1% 5% 52% f%
1
38%

21% T%
P ) B '
- ‘ 6%
\ 1%
36% b 43
4% 55% f
< < N

Total ¥1,185 trillion [Total $ 15.4 trilion| [Total & 2.4 rilion] Total € 2.2 trillion

.Gmmm-nt Central Bank Domestic Financial Institutions, etc. .Forlgin.ri
{Mote) In case of Germany. figures regresent the general govemment-
based data

b}
= /
/s

(=$ 10.8 trillion)

(Source) Ministry of Finance, Bank of Japan, FRE, Office for National Statistics, Bundesbank

(1)2011 F£3 A

AHZA : 876 JKHIEI&Y 86 IKETDBUNAEZ FrAES > BN SRS 81% -
th BRI TS 9% 0 BURF 3% 0 AME A 7% -

B.2EE] 1 10.8 JKETBEINABEZFFAEHS - BNEiERE LS 40% > FIR1TH
13% » BUF 5% > SIS 429% »

CELE - 14 RETBINAEZFAES BN S 53% @ O iffTd 14
% > BURF 9% » MBI 249 -

DAEE] - 1.3 KETTBUNAEZFAHSE » BINERERE S 45% @ FItER1T5 0.3
% > NEIA S 55% -

(22016 56 H

AHZAR 1 1,105 JKHIEIEY 10.8 KEDBINFABEZFAES - BINERtERE S 54
% > HIERTT o 3696 0 BURF 0.29% > MELA S 109 ©

B2EE] : 154 KETBINABEZFFAEHS  BNEERELS 38% » hItiRfTh
16% > BURF 5% > NI A5 419% -

CEEE : 24 RETLBUNABEZFAHS - BN S 55% @ ougiiTh 17
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% > BUF 7% » SN 219% -

DAEEY : 2.2 JRSFTTBIFAEZFF AR - BN SRS 43%  tPaeRiT s 5
% > SN A 5 52% ©

S HBIEFEERN IS E

Turn-over Ratio and Trading Volume

Turn-over Ratio (ratio)
013 2014 2015 2011 2012 2013 2014 2015 2011 2012 213 20w 2015 2011 201z 2013 2014 2005 -
Japan us UK Gemany
Trading Volume (trillion $)
-] 120 k]
30 125 30
25 |
120 =
20 - — 20
115 _— —
15 L B
110 R —
_____ 106 | } | = =———
100 o
2011 2012 2013 2004 2015 2011 2012 2013 2014 2015 2011 2012 2013 2014 2015 2011 2012 2013 200 2015 o
Japan Us. UK Germany
{Note} inchuding only bonds (¢ also including sho: bond:

o each country, JSDA, SIFMA, Bloomberg

6. H AR EHEUR

(WEBEEBUR

AFAREE

(MHECR H AR Z R ENINER3%1T -

B/ MEF R A -

B. 5N

(A)ATFERINE: © FEFIEMNT HANERTHE > FRES
i

BYEHARE © B R BT ks 8ds © S HR B R -

Ok : MBHGRE 8L > BIEFEENESTAER TS -

C.Hl52 B2 i

(AEBEHERERA 18 (AEREEEE -

(B)H 21 MR EZER S > 15 (B EH KT 25 (HZ Ersha gk -

(O)FES M (575 B B N = M PR AH A (P = sy piss e/

(2)2016 FE[EE R =

W

BH 2B RANE
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.FY2016 JGB Issuance Plan

< Market lssuance Plan by JGB Types>> (Unit: trllon yen)
FY2015 (inltial — Supslamentary Budgst) FY2016 (Initial) FY2016 (Reviead In
[per time) [I0kal] | o opereany|  £PEY timE) [10tal; 3)| by | (P ME) [total; )| (&) - (3)
04 x 2 imes
A=Y eur 04 X Stmes 20 D4 04 x Ebmes 24 04 28 04
05 X 4wmes
30-Year 08 X 12tmes EL 16 08 * 120omes EL - 0B * 12bmes EL -
20-Tear 12 % 1ztmes 144 - 14 % 12omes 132 -1.2] 1.1 % 1zomes 132 -
10-Year 24 X 12tmes 265 - 24 x 12omes zEB - z4 x 120mes 288 -
5-Yasr 25 ¥ 12tmes 300 2.4 24 x 12tmes 288 -1.2) 24 % 12bmes 288 -
2-Yasr 25 ¥ 12tmes 300 2.4 23 ® 12btmes 76 -2.4] 23 * 12bmes 276 -
21 x  2tme 20 * 2btmes 20 x 2nmes
TBa (1=Yaar) 22 X 10tmes %2 -1.3 21 X 10bmes 250 -1.2) 21 % 1Dbmes 250 -
{—258)
10=Yane 05 ¥ 4tmes 20 0.4 05 *  4bmes 20 — 04 X 4bmes 16 04
Inflation-Indexad -
Auetions for
Enkanesd=Liquldity 0.8 ¥ 12 months a5 12 - a5 - - as _
Totsl 1528(—152.2) -2.5) 1470 56 170 -

{Mote1) 40-ear Bonds will be issued in May, July, September, November, January and March_

{Note2) The decrease in the issuance amount of Treasury Bills (TBs) is to be compensated by an increase in the issuance amount of Financing Bills {FBs), thereby
maintaining the total issuance of T-Bills (TBs+FBs) at 2.5 frillien yen per issue.

({Mote3) 10-ear Inflation-indexed Bonds {JGBis) will be issued in April. August, October and February. The fssuance amount of 10-Year Inflation-Indexed Bonds

may be adjusted in 3 flexible manner in response to market developments and investor demand, based on discussion with market participants.

{Noted) Details of Auctions for Enhanced-Liquidity including each month's issuance volume will be determined in view of market conditions, based on discussion

with market participants. 11

CO)FETE 2 - TREBJTEH B > HENTRE R B A GEE T
ANE]YELKEE Tim Hext o F 58 > WEEEAWT ¢

LT AERE

(D5 RS

AHTEE R T N (S SRR AT S B N B R BB AN FIRE By AAA/Aaa(FRTE ) F4

B2 FH R A 7 204 ~ 20T LR AR KBS 2 THE SR

C.T A EMEZR R AT E E 25 T e R NSO R B R -

Q22 FAER

AZERTRIE RN SeRI TR E -

B. 2 T LA AR -

C.ABE M FE U SRR it 5T o

A E g

AT AE] 2016 B¢ 2017 FES 7 HAPRRE 75 5Ky 40 (RUREE (L 7R SR BERR I NEUR =3
HEAEZHE) -

BB BB ST RN EESFIEE S -

CTAEMES THWMIA « FFENFZEE) M B S s 4 R 2 T bR e -

QLEEHN - BE 2016 9 A - EEESRE(EL -
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NSW Treasury Corporation (TCorp)

Euro Euro
Commercial Medium
Paper Term Note

$0.5bn $0.8bn

lesuance of Issuance of
. Ji -
D maran | A
AUD discount P
Singapore

securities Exchange

(DT ATF A BRI LTINGR PAFA JEZEFRAHER - 3EFHE T AFEK
A DEEEFR AR A B T EE -

(Q)F=H1 635 [EBISEINES » EIEEAEES 403 (RIRN » FEIFPR(ES 37 B
W s CPIAEL(E 4 58 (BN » AZE 67 (BRI R T EES 10 BB -

Q)FFNETTHEILE 5 (RIREN — 3 TR NIRRT EES - BoT Iz 8
EORME — ST AE By P b 2 s R IR B 25 -

3EE T AEESR
T AEZBEHFFAE S  BMNRIT & 44% > FISRT S 15% > BE1E
2P A (H ARG 13% 0 HARSEEIE AL 1% > BNEELLH A5 17% -

4 (B R

(BN EZEEAR 2015 BN EUN E 2 BER A 2 0 A EIE KT BUNE
I3 AR INA 2 o

Annual Bond Turnover Ratios*
ratio ratio

alian Government securities

State government securities

o lllll 1 1 L 1 1 1 1 o
1999 2003 2007 2011 2015

* Annual turnover divided by average monthly value of long-temm
bonds outstanding
Sources: ABS; AFMA; Austraclear, RBA

Source: Reserve Bank of Australia Quarterly Bulletin June 2016

QT A EIEZEEZRE S 5 S8 N E > Horp 2016 48 SR BSR4 -
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Sbn Panel Member Monthly Turnover

Historic 6-monthly FY11 Y13 FY15 FY16
average

(C|ETE 3 T HEEER T RE NSRBI o HARERET

SSA EHEATHRLTEMREmTEE Christina Cho 2L F5% > WA EE

B

1L & E W a5 B 22

(DR DR BRI E DR B - S BEM TR G R E » R ERTERE)
MR & o

AR B EIRIE RS - 5140 2013 4F Taper Tantrum A1 2014 4F 10 H Flash Rally &5
(a5 A E B W s T 2 R BN EL5R (2015 4 7 H EBIB FAE M SR R
2015 4£ 7 H Gov.L.Brainard JE:#) -

BT SRR B E TR 2007 FELIK— BRI A E A EE
i85 MR Z #EA(FINRA 2015 > 2015 4 7 A EEBEFEFH EREERHRE ) -

ComEntE Ty X - iRt E T EsoR 82 Err - FFEE REMR R 525
ML o EFMEFEIRE - Wi 2 A PRSP ERETS LE #T2
BT » BEA 52 FEME A B N (Fender 1 Lewrick [BIS]) 2015 »
FINRA 2015) °

(2)1,000 I 5 P {5 2 B R VG i (H 05 2 35 B

El Avorage trads size of 1000 most active bonds v s less active bonds

—-—Lewn
-

- L1

L ._/ \

=NV A

- - e .
—— N
e,

am

e
s o -

G)iEZE 90 RS A RZ7F 2 H 3R] KR 90 Rk Z K S ERD
(FilE)
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Bl Porcentage of most activ ely traded bonds issued in last 90 days (left)
Trading volume reduction after 90

Sourre: FINRA Research Nolfe: Amalysis of Sond Liquidiy (og. £)

s in sacond

market {right

DR Z Bt - RS /KRR = (F 0 - EEUERS SR8

=
*ﬂ‘: Si
7 ] MNow Issue Premiums of USD isswars
Issuer o4 20N5 2016
EIB (5%) 2-3 1-2 1.5-2
KW (5Y) 3-4 o3 4
IBRD (5%} 2-3 - 2

El  Meow Issue Premiums of EUR issuars

tsauer

2014

France (20%)

Finland (10%) 152

Italy 10 {(10%)

Spain (10%) -1

LEUERIRITEA
AR IE B bR (Net

(WEr

ANSFR Z R TEREEMAMNRINEE T HIRFRE 2 EEicE -

B.NSFR 5 fEFRART TG IRl & 2 B AR

C.NSFR # B e DRI T & AR < rIREE > (e Ml gg HUREhsa~T > g
ISk S i A =t £ N e i i I

D.NSFR E55° 1 FHHHE - IR (Bim L) ZEBsaPlmEhtEz=eE -

Availabke Stable Funding
Required Stable Funding

QHEERERED

ARE * FEZIBEEE (RSF)
(ME—FEIARHAA IEE ZERE
BEBEHNA&EREZHEH 7EE (RSFEER) -
OJNERANREERERINLE -

B.&fR + ATHZIEE &S (ASF)
ME—FAHEEHIREZ AR -

(B @ e R E A -
OBEBEHRAREZEE STt (ASFEER) -
C.BRERLHAM R 5

Stable Funding Ratio,NSFR)

NSFR =
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Case 1 : matched book on HQL A level 1
Assot LEabsiky
INSarunmse e Reverss repo <Smths Repo <&miths
Counterparty Instituticmad Eank
Underhying oAT
MSFR Impact -10 4]
Mt NSFR shorttall - 10

Casa 2 : matched book on HGLA leweal 2

Assot Liabal oy
NS MUt Rewversea repo <Emths Repo <Gmtha
COLIMES T EErTy Institational Banik
uUnoerying AR conporate bond (Lewel 28)
MHSFR Impact -15 o
MHat NSFR shortfall - 15
Case 3 : borrowed security sold short
Assot Lianiiky
Instrument SEE B Short sale
COLIMES T EErTy In=urer Banik
uUnoerying O
MSFR Impact =T o
MHat NSFR shortfall =10

3AEFEAIE R © s F AR (Market Abuse Regulation, MAR)— HE
PEERSEAIEC 8% B e ]

(DX 2016 7 A 3 HAR > #EREZ - EHBIME -

QTR - NER 5 IEER BN EEE B st -

(3)57 By MAR ¥ &% ~ MAR Mg &k MAR Wil A B X B =557

STRICTER GUIDELINES FOR SAL ESPEOPLE, INFORMATION BARRIERS, AND RECORDS

= MAR cams into force on 3 July 2016 and is wide in scope and extraterritorial
= Hey Concepts: Insider Dealng, Unlswiul Disclosure of Inside Information, and Market Manipulation

HEANE

MAR Markst Soundings

MAR builds upon existing MAD | nules

The requirements will have a
substantial impact on certain Salss
and Trading practices

Extensive disclosures reguire ment
with respect to conflicts of intersst
management are mposed whean
producing andfor disseminating
recommendations in relation to
financial instruments admitted to
trading or traded on an EU venue, or
the financial instrument’s Issuer,
where it iz disseminated to the publc
or through publc distribution
channsls

= The Market Sounding Regulatory
Technical Standards cover:
= All securities listed’to be listed
fexcept EURD PP)
= Also material block trads
(secondary market) & takeowear
and mergers

= Distinction between markst soundings
and other gauging interest casas

= Standard scripts

Where providing inside information,
BMP Paribas (DMP) is obliged to
“Cleanss" sounded paries (MSH)

= Record Keeping

The primary reqguiremsant that issuers,
and thoss acting on its behalf, ars to
hold and maintain insider ists
remains. MNew requirements are that
the exact time {hour/ minuts} must be
recorded for these kts

There is additional detail that is
required to be held on the insider list
including, but not Bmited to, personal
contact number and address.

MAR also prescrbes the format of
wrhich the insider Est is to be kept and
additional acknowledgment

TECUinS mesnits

4AEE

#E 2 SRR TSRS R A B b B IR

= “Reducing capital allocated to Fixed Income and Commodities” (pg. 10)

= “Ongoing

fon of capifal,

shest and expense base” (pg.11)

= “Righi-sizing for a crifical and credble Fixed Income and Commodities business” (pg. 11)
Soure: Benk T Stralegic Lipdale 2075

5 RIS PR E -

= “Wea intend to strengthen our #1 posifon in Fixed Incoms by closing the few regional and product gaps that
axist We're somatimas asked “Why not reduce the Fixed Income business? The answer The business
delivers a solid 15% return fo shareholders. Additionally, our ability to serve the needs of our Fixed Income
ciients halps ensure a broad-based relationship that eams business across products” (pg. 62)

Source: Bank 2 Ancus! Raport 2015

= “‘Weintend fo rationafize activities in Emerging Markets Debi, Rales & Credit OTC dearing and low-refurm
dlient lending and target a reduction of leverage exposure consumpiion by ow Fixed income & Currencies
(FIC) businesses, while continuing fo optimize leverage and RWA consumpiion across the platform” (pg.

23

60

Source: Bank 3 Aenusi Report 2005

“1...J made substantial progress focusing our activif es an a set of Wohly syneargistic, less capital and

balance shestintensive businessas”

“We have reached our targeted Basd Il CETT capital ratio of 133, significantly reduced risk-weighted

assots and costs, while simultansously growing our businass and enfrancing our competitive positfioning”
Sowse: Bank 4 Tur Siasleqy " Wiebpage (Acces sed Oclober 2076)

“Sanving targets largely diiven by the restructuring of Global Markets and the wind-down of SRU™ (pg. &)
“I...Jreducing Global Markeis capital usage” (pg. 21)
“Extarnal pressures: Central bank poficies, low Kquidity, high volatifty, regufatory change” (pg. 15)
“Exit or Rafionafise: Substantial reduction of iliquid imventories [...]"(pa 19)

Source: Bank 5 Sirakegic Uipdaie



£\ GHNE - BRIINIRS Z REEER

(MHRETEL - "TIEBAINTRB REER— A REEGAR |, HETFER
SRITINEFEEHEE P F & Robert RekasideE F i » WEREBAIT ¢

1@ FHAMNEREE A
B/AFFREROCHB—E G > FORsffTaRE T HEE R > £t
B o (R FH/MERES N 2 T 52 H A58 B LB SE AR - BHRE R HA & RIS &
Rt 2 o gieT - DI bERTT 2 &G > WAEZ M E R T HUSE
L - R B -

2. EBIRFSE © TR P gReT
MNBZZ SN EFS

(DFEEGETE -

ABETT ¢ BB RENMEE EE (high-quality liquid assets, HQLA) -

B.HHY * fEEmUm= -

CHEf7 - HEEE © Agency &K -

DR« AJTEIR 5 THESEERERIER -

()= BB R 2 A Eh i A KGR (Mortgage Backed Securities, MBS)1& & 4H
N

A B fEEfis® ~ ok e

BEM : EfEEUEREE -

Chast © FiHRHE (Information Technology,IT)— &\l A2 & (Breakout,B / O) ; &
JEE 5 THIGAERE AR

DARZRAETS © HMIEERS (e 5 2 KEpE E e g i » sREFERH -

QHFEEFREHE -

AHHY : #EEfis® ~ Zotik e

BEHEM - FEAE HE (FFEEF2FIR LG58 -

CHEH - HHnAEIE AT -

(O)HEFE  TRFIRTZINEESEE (BEFIM) 51& | - BHEKPH5ENegara
SRITI R IRIE SR E 8] F B Mohamad Ali Igbaldet: ¥ 58 » WA EEE
W

1. AN FL S E L (EFM)E TS ..

Infiation - Linked Absclute Return
Equities.
Mortgage-backed Equities
Govemnment Bonds
High Grade REIT:
Corporate
Traditional asset cl asses Diversification for risk and higher yield I
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AN R E B (BFM)ETE B R PR 2 BRI ot IR a2 Ja a3
HLIRE o T UugRiT  EFMET S ACESE B ¢
()BT AR LA S G By ELFe 22 T 85 EREME 25 2 INERFRIAEZ R - EFM
TR 2R ?
QZaIEEARRERE » INMEFETE D 2 &R - FI NS E AR =
gk S R = E i = R Sl Y e
Q) N &M ? HEEE A/ VKT INEE ?
2 BN (EFM)

Mamnmnaging EFMNM

INndexed Returns of EF/ Programime

Chormmpoured Snnoaal Srowth FRate: S_7 T

oo =00 =011 o= =03 o oS o

(DY MEREL e 83 A 7 S f A

ARFPSIRIZERGECEE ~ BB - B R K JEa s B e 2 Eea 8O TR
fili

B.Z&MFH & (Due Diligence) 45 7 B A > DUERRE R KEH#Z (Request
for Proposal,RFP) °

()7 HHE T4 MR B < A1 HABRIR & 2 77 B

AEBEFIMEZ 7 - 2/ V0 TRERBEEEER 2 EHERCE TR TR
HETEER -

B.EFMZE G EAN BV EHEHFH SO - B E B R4S AE M i -

CAKBE CEAITEHRMN . &I AZK > D e Hb -

The Bank's stylizmed asset allocation for EFM over the years
10096

a0

Allacatian

106 Ol Fizoed Incame

2009 2010 2011 2012 2013 2014 2015

OWAME I ERESEE AN - KRR REZ RS - DU ERE
NZEEFRIZ 12 -

(higETESZ PIELE ]

AMRORIEST R AERN -
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‘mvestment of

cash
Customized Pooled
Guidelines Vehicle (Fund)

Borrowers
Broker /

Dealer A
Investment of Cash
EEEEEE ral
-~/
Securities Lending Unitof/ o
Custodian o Creditrisk wih ™,
jan® intains indivi oromers ) { omower 1
Custodian's (maintains individual Securities Broker / [ = i
inventory (pool) agr between [g————* DealerB b -
Collateral
of lendable custodian and borrowers). ——-
securities.
= G \ “orowers )
i or eac) - Dealer C
7
—

6.5 B E 2 RRE
(WERRHEBEEERAZEEEHE ?
O E IR AL R Z IR Ry foT 2
() /PN B0 R T B4 M P R\ B S ) > (Rl AN JBE 4
AR (PRaE D) -

OB EEEE G (REN) -

(O (B (E friEifg) -
(DESHHEFFFEETES -

R)EHE S > IAGTER) -
OfERHZ > EBIHE -

1ERERE -

sssssssssssss s Global Recsive brokerage statement
’ = Custodian TaTgin secaunT

Asset Asset Asset Asset
Manager Manager Manager Manager

8. &EREtE A2 AENIRE
(DES © BEMRE ~ KHER - WOAUEE ~ FRUE ~ 5T R ~ #iE -
QFINEE - MRENE - Gat/MFBRR -« oth/ERHE - S8 - B2 EE

BREERETH

HEE

9. KH fRE N2 &5t nlgs

(HHESEBREgEE

ALEES - S REIR F USRI R © (e A RS R AR + f2it
SETREET AR BRETEEK &SR AR A E A (8 H
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B.iAR: - TREER - BEEOT  ZerH(NRERRE NZTIE) « AIRIIEEE
REFEER BRI R NREPREEm A MRFELEEF:T > UFE
HHEZRES » BB - RIS -

QG EE

AEE: - BRIRFEEI ZBAEST © AR HESTRNEERE ARE ZNEE
IR FECHEARGRE AHRE—ERE 2 E e Ef TE - 8 H getier 2 i
EFTSRIEH] -

B.aAREL ¢ ANRPESE IR TESE — B E TR NG B E S - w2 S
HEEH SRR BT R ARG 28 -

OEHHELERNG - IEHIfREEZ LH AR - BEGHE A —RE AR © itz —
Gt~ SRR © KRR » BIEIRB/KAESLA) » FF—RE A
BRS¢ BAR(BIRTERI () -

10.2 7T/ BE 2

(WE—2IREE A BelBHRs  SeE 2t -

QBUERE A * TIABF N ZRGHEN © 2o RS ERE  FRER © &G
A e B S A

(MR £RE4 « T EEEEHENATESE AR ) - HeREHEF £ EBaringE
EEHE RIS A E B LB Gary SmithFeE F 5K - NAERAIT
HEEEHAFGFE AR

LIEGSH I 2 T -

2. EUT R T -

3EHAEE eI - BEBCEN - BHEEHGHE NEIE > BEH

AT - FHUETISTE > BREETTISITE R b e i -
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