CME CLEARING

ed OTC Interest Rate Swaps - Collateral Expansion

Corporate Bonds as Collateral for Cleared Interest Rate Swaps

CME Group currently accepts corporate bonds through a
specialized collateral program called |IEF4, supported by

a partnership with Bank of New York and JPMorgan Chase. The
program allows clearing firms to transfer securities into a tri-
party account controlled by CME Group at either bank as a term
pledge to receive margin credit. We expanded the utilization of
IEF4 to meet margin requirements through establishing a list of
eligible CUSIPs that are accepted through the program for the
benefit of clearing members and clearing member clients.

Effective as of March 12, 2012, CME Group allows corporate
bonds to be pledged as initial margin collateral for Cleared OTC
Interest Rate Swaps. Previously, we only accepted corporate
bonds as collateral for futures. With this expansion, Clearing
Members are able to post up to $3 Billion in select assets,
including corporate bonds, with specific limits determined by the
needs and margin requirements of their customers.

The collateral program enhancements help create efficiencies for
our buy-side customers who are migrating their OTC interest rate
swaps into CME Clearing. By extending the range of collateral we
accept, CME Clearing reduces the costs of clearing and creates
further efficiencies for our customers and clearing members.
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Bond Details

« High quality bonds at least an A-rating by a NRSO

» Domestic and global market issuances

+ USD denominated

» Vanilla bonds (Fixed rate bullet, callable, or putable)

+ Over $300 million in amount outstanding

» TRACE eligible and disseminated

» Banks and CME Clearing Members bonds are not eligible
Program Parameters

« Haircut (20%)

» Concentration limits (the lesser of 5% per issuance and
5% per issuer or $200 million)

« Level Il industry diversification (not over 25%)

CME Clearing will publish a list of eligible CUSIPs at the beginning
of each month. The CUSIP list will likely remain static except for
bonds that mature and bonds that are deemed ineligible due to
changes (i.e. rating downgrade, distress, etc.).

At the beginning of every month, CME Clearing will publish
the latest CUSIP at www.cmegroup.com/collateral.
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Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a leveraged investment, and because only a percentage of a contract’s value is required to trade, it is possible to lose more than the amount
of money deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyles. And only a portion of those funds should be devoted to any one trade because they

cannot expect to profit on every trade. All references to options refer to options on futures.

CME Group is a trademark of CME Group Inc. The Globe Logo, CME, Chicago Mercantile Exchange and Globex are trademarks of Chicago Mercantile Exchange Inc. CBOT and the Chicago Board of Trade are trademarks of the Board
of Trade of the City of Chicago, Inc. New York Mercantile Exchange and NYMEX are registered trademarks of the New York Mercantile Exchange, Inc

The information within this brochure has been compiled by CME Group for general purposes only. CME Group assumes no responsibility for any errors or omissions. Although every attempt has been made to ensure the accuracy of
the information within this brochure, CME Group assumes no responsibility for any errors or omissions. Additionally, all examples in this brochure are hypothetical situations, used for explanation purposes only, and should not be

considered investment advice or the results of actual market experience.

All matters pertaining to rules and specifications herein are made subject to and are superseded by official CME, CBOT and NYMEX rules. Current rules should be consulted in all cases concerning contract specifications.

Swaps trading is not suitable for all investors, involves the risk of loss and should only be undertaken by investors who are ECPs within the meaning of section 1(a)12 of the Commodity Exchange Act. Swaps are a leveraged
investment, and because only a percentage of a contract’s value is required to trade, it is possible to lose more than the amount of money deposited for a swaps position. Therefore, traders should only use funds that they can afford
to lose without affecting their lifestyles. And only a portion of those funds should be devoted to any one trade because they cannot expect to profit on every trade.
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