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Repo 2.0 - Promoting Central Clearing of Repo in Canada

The repo market in Canada is evolving, and the growth opportunity for centrally cleared CCPs remains very important for the benefit of the marketplace,
especially compared to other jurisdiction

Renew interest in CCP clearing worldwide.
Despite growth in the repo market, Canada's
CCP clearing remains low, offering a large
growth potential compared to Europe's 45%
and the US expected 85%.

The Canadian repo market demonstrates an approximate
daily transaction volume of $400 billion. Of this volume,
10-15% of transactions are centrally cleared through
CDCC, with the majority of these cleared transactions
occurring between dealers.

CCP clearing offers key advantages for
dealers (balance sheet netting) and the
buy-side (such as less counterparty risk and
better liquidity), making the market more
attractive and competitive.

Market transformation are driven by increased tri-party
repo (CCMS) adoption, rising debt issuance, US primary
dealer participation, and increased leveraged trading by
hedge funds.

The roadmap was developed based on extensive feedback
from dealers and buy-side participants through market
outreach effort.

Expected over 100% growth, exceeding $100
billion daily volume (up from = $40 billion).

Establishing a CIMPA central clearing working group is
essential to ensure industry alignment.




Current Repo CCP Market Overview
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CDCC needs to address product and
service gaps compared to its peers to
ensure sustainable growth and increase
centrally cleared repo in Canada.




Competitive Gaps: CDCC vs Peer CCPs

BASKET GC FOREIGN BUY-SIDE DEALER TO CLIENT TRI-PARTY
PEER CCPs SINCECRANE REPO ACCESS DIRECT ACCESS (D2C) CAPABILITIES  CTFICIENT MARGINING
v v v v v v 4
FICC (US Government (GCF) (Sponsored (via GLM;('Fgadeweb) (via BNY) (Cr?jti :zz_rgﬁ'r”n'q”gr‘l"(’j't:"gr':g IR
Securities) DVP/GC Service)
v v v v v 4 4
_ (government, :
EC SR covered, agency (G“C/IUT,[?Olgng (ISA Direct) (Eurex Repo) (via (cross margining with Eurex
and corporate Baskzt) CLOB Clearstream) IR futures derivatives 2026)
bonds)
(4 4 v v (4 4 v
LCH i . . i i
(LT1D3. é;"t and SA: (LCHLTD £GC (Sponsored at both  (via GLMX, Tradeweb) . (crosg margin .nettlng across
uro debt and LCH SA LCH LTD & SA RFQ (via Euroclear) special and triparty general
markets) €GCPlus) collateral activity)
Limited: selected NO NO Limited (Large NO NO NO

TM cbcc

GoC & Provies

Pension Funds)



https://www.dtcc.com/clearing-and-settlement-services/ficc-gov/sponsored-membership
https://www.dtcc.com/clearing-and-settlement-services/ficc-gov/sponsored-membership
https://www.icmagroup.org/assets/Repo-Survey-Electronic-Trading-April-2022.pdf?vid=4
https://www.eurex.com/ec-en/join/admission-requirements/isa-direct-member
https://www.icmagroup.org/assets/Repo-Survey-Electronic-Trading-April-2022.pdf?vid=4
https://www.lseg.com/en/post-trade/clearing/lch-services/repoclear
https://www.lseg.com/en/post-trade/clearing/lch-services/repoclear
https://www.lseg.com/en/post-trade/clearing/lch-services/repoclear
https://www.icmagroup.org/assets/Repo-Survey-Electronic-Trading-April-2022.pdf?vid=4
https://www.lseg.com/content/dam/post-trade/en_us/documents/lch/fact-sheets/lch-repoclear-eurogcplus-factsheet.pdf
https://www.lseg.com/en/post-trade/clearing/lch-services/repoclear/repoclear-ltd/enhancements
https://www.glmx.com/news/2023/glmx-and-lch-sa-complete-integration-to-provide-access-to-sponsored-clearing-for-european-repo.html
https://www.lseg.com/en/media-centre/press-releases/lch/2024/lch-repoclear-sa-launches-its-first-eugcplus-green-basket
https://www.lseg.com/en/media-centre/press-releases/lch/2024/lch-repoclear-sa-launches-its-first-eugcplus-green-basket
https://www.lseg.com/en/media-centre/press-releases/lch/2024/lch-repoclear-sa-launches-its-first-eugcplus-green-basket

Repo 2.0 - Market outreach

The proposed CDCC roadmap has received general support from key buy-side and sell-side participants following market outreach

PRODUCT/SERVICE EXPANSION

There is broad enthusiasm for expanding the list of eligible single-name
ISINSs, particularly to include provincial issuers, large pension funds,
and NHA-MBS. Stakeholders believe this will significantly enhance
market liquidity and opportunities.

Cross-netting across cash, repo, and futures is seen as conceptually
attractive. Several stakeholders expressed a desire for the development
of a term repo market in Canada, noting its prevalence in the US and
Europe.

Integrating CDCC as the CCP in CCMS is key for concentrating liquidity
in the Canadian market ecosystem.

The sponsored repo mode (done-with) is seen as a valuable tool for
improving balance sheet netting and attracting additional participants.
Many stakeholders, especially those with US operations, have
experience with this model and can provide valuable insights.

OTHER FEEDBACK

Significant legal and IT changes affecting products and services must be
implemented after the tri-party onboarding (CCMS) and US Treasury repo
clearing requirements are met. CDCC needs to ensure operational
readiness before the launch.

CDCC's ability to handle large amounts and intraday credit liquidity was
also questioned. Concerns about the operational difficulty of futures
cross-margining were brought up by some firms.

Neither Canadian dealers nor buy-side firms report high technological
sophistication in the repo space. Some face challenges integrating with
trading platforms. GLMX is consistently identified as the preferred
provider for dealer-to-client electronic trading.

Dealers see a potential netting opportunity between leveraged US
hedge funds and Canadian cash providers.
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Repo 2.0 - Summary and Next steps

SUMMARY

NEXT STEPS

e The CDCC Repo 2.0 roadmap outlines a three-phase strategy designed to
align with market priorities and timelines.

e Finalize CDCC Planning/Business Case (target late July)
e Present and refine detailed requirements with stakeholders, including

e  Continued collaboration with CIMPA is essential to drive CCP adoption and operational teams (H2 2025)

mitigate potential frictions.

e Work with CIMPA to drive CCP adoption and evaluate other potential
foreign dealers and buy side participants to our marketplace

e To improve Canada's repo market, we will consult with the market, upgrade
our technology, invest strategically, seek legal advice, and continue business
development with local and foreign partners to match leading CCPs offering.

TIMELINE

Overview

Start

Go Live

Phase 1

Modernize operations &
broaden eligibility of securities

Late 2025
H1 2026

Phase 2 Phase 3

Integrate with CCMS & establish a | Implement a sponsored repo model

CCP GC Repo market to expand market access
H1 2026 H2 2026
H1 2027 H2 2027
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