CME Conversion for Cleared MXN 28D TIIE Swaps

Conversion Methodology and Examples
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Subject to Discussion and Regulatory Review

The contents of this document are for informational purposes only and provide an overview of CME's approach to the MXN
Tasa de Interés Interbancaria de Equilibrio (TIIE) transition for CME cleared swaps. The plan is subject to change at any
time without prior notice. Any implementation of the points discussed is subject to regulatory review and to any necessary
internal and external approvals.
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Background: Bank of Mexico 28D TIE Prohibitions and Modification

In December 2022, pursuant to various recommendations issued by the Financial Stability Board and the International
Organization of Securities Commissions, the Bank of Mexico issued a press release announcing that:

* The use of 28D TIIE for new agreements would be prohibited from January 1, 2025, onwards

* Following January 1, 2025, financial institutions will only be allowed to use the TIIE de Fondeo (Funding TIIE / F-TIIE)
as a benchmark rate

* The Bank of Mexico will modify the methodology for calculating TIIE greater than 1 banking day and continue
publication so that current agreements using such reference rates may not require amendments

Furthermore, in December 2023, based on feedback from the industry, the Bank of Mexico announced a waiver period
to help facilitate the market’s transition to F-TIIE, whereby:

+ Starting January 2025, new 28D TIIE swaps that mature prior to 2026 will be exempt from the prohibitions

+ The modified methodology for calculating the 28D TIIE rate will still go into effect from January 1, 2025, as originally
communicated
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https://www.banxico.org.mx/markets/mexican-alternative-reference-rates-working-group/d/%7B2D6F5896-CF86-3F28-0C02-98D17B7542B9%7D.pdf

Conversion Process Considerations

CME has successfully partnered with market participants to transition EUR, GBP, JPY, CHF and USD denominated IBOR
cleared swaps by converting to market-standard risk-free rate swaps, including a cash adjustment in the process to
compensate for any associated changes in valuation.

Based on feedback received through multiple consultation periods, CME intends to leverage similar principles to convert
28D TIIE interest rate swaps to F-TIIE overnight index swaps (OIS) in advance of the Bank of Mexico’s trading prohibitions
that are scheduled to go into effect on January 1, 2025.

This conversion of 28D TIIE swaps will benefit the marketplace by:

+ Adhering to the modification and corresponding timeline of 28D TIIE trading prohibitions set forth by the Bank of Mexico
» Facilitating a shift in liquidity towards Mexico’s risk free rate, F-TIIE, for cleared interest rate swaps

* Providing participants certainty that “legacy” cleared and “new” contracts will be fungible with one another upon
transitioning liquidity to F-TIE
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Conversion Process Considerations

In December 2023, the Bank of Mexico issued a waiver that permits an additional one-year period for trading 28D TIIE contracts that
expire by the end of 2025. This implies that any swaps with fixings including and after December 3, 2025, will not be covered by the
waiver due to the T+1 market convention for 28D TIIE fixings. To account for this, CME will define the Index Waiver Expiration Date
(IWED) as December 3, 2025:

Index Waiver Expiration Date (IWED) = December 3, 2025

Fixings prior to December 3, 2025 = pre-IWED

Fixings from December 3, 2025 onward = post-IWED

- J

The CME conversion process will:

v Maintain 28D TIIE fixings that occur between the November 22, 2024 Primary Conversion date and the IWED

v Allow for all in scope 28D TIIE swaps to be converted on a single conversion date and maintain all pre-IWED 28D TIIE
payments

Basis Swaps and FRAs:
v CME does not support MXN FRAs or basis swaps for clearing
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Product Scope and Conversion Timing

Scope: All CME cleared MXN 28D TIIE swaps that contain fixings on and after the IWED of December 3, 2025

Target Primary Conversion Timing:

Conversion Process: CME plans to convert all in scope MXN 28D TIIE swaps into corresponding replacement swap(s), whereby:

v Each 28D TIIE swap is converted into 28D TIIE and/or F-TIIE replacement swaps;

Resulting replacement swap(s) will differ slightly by economic terms. Operationally, the process will be a close-out (termination) of the original swap and
establishment of new replacement contracts. However, the legal characterization of this conversion event will be as an amendment of the original contract.

Key economics are copied over to both the 28D TIIE and F-TIIE replacement swaps;
The Bank of Mexico spread adjustment of 24 bps will be applied to the floating leg of the F-TIIE replacement swap;

Cash compensation is applied as an upfront fee to the F-TIIE replacement swap;

SN NN

CME will maintain pre-IWED 28D TIIE coupons through the conversion process, restating these accrual periods in the 28D TIIE
replacement swap
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Conversion Approach and Replacement Swap Structure

Nov 22, 2024 Jan 1, 2025 Jan 1, 2026 Waiver

Primary Conversion__ Modification Date __ _ _ Expiration __________

| 1 1 1

1 1

Legacy Swap | | Origin:al 28D TIIE SWap !

S e |
 Fwd Starting v @

wd Startin
Replacement Swaps '
p p E-TIIE OIS* : *Upfront Fee

R B e et - ----- /2 ®

New effective Final 28D TIIE Maturity
date cashflow
Final 28D TIIE
fixing

CME will utilize the following conversion methodology, whereby legacy cleared 28D TIIE swaps with post-IWED fixings will be terminated and replaced with the
following:

1) A 28D TIIE replacement swap that is designed to capture any pre-IWED 28D TIIE fixings

2) A forward starting F-TIIE replacement overnight index swap (OIS) that will maintain the legacy swap’s fixed rate, replace the 28D floating rate with daily
compounding F-TIIE plus the Bank of Mexico spread adjustment of 24 bps, and will apply a 2D payment offset to both the fixed and floating legs. This
swap will become effective once the 28D TIIE replacement swap expires, and its maturity will match the original legacy swap

3) Cash compensation in the form of an upfront fee will be included on the forward starting F-TIIE replacement OIS to account for any NPV differences

between the legacy 28D TIIE swap (valued under the Bank of Mexico modification methodology) and the corresponding replacement swaps (related to the
changes outlined above) booked by CME at the point of conversion
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Cash Compensation Calculation and Considerations

Pricing legacy 28D TIIE swaps on conversion date:
. Considerations: Ensure pricing of the 28D TIIE swaps is fair and is not subject to manipulation

. Plan: CME’s conversion pricing approach will be based on the Bank of Mexico Modification Methodology (see or
for additional details)

Convert 28D TIIE swaps to corresponding 28D TIIE and F-TIIE replacement swaps:
+  Considerations: Reduce the differences in cash flow amounts for the projected cash flows

Ensure the converted swaps maintain the pre-IWED 28D TIIE coupons that are unpaid

*  Plan: Account for the Bank of Mexico spread adjustment on the F-TIIE swap to ensure minimal difference in future cash flows

Based on the swap effective date, book a 28D TIIE replacement swap to account for all pre-IWED fixings

Pricing replacement 28D TIIE and F-TIIE swaps on relevant conversion date:
. Price the replacement swaps on relevant conversion date consistent with CME’s conversion pricing approach
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https://www.banxico.org.mx/marco-normativo/normativa-emitida-por-el-banco-de-mexico/circular-3-2012/%7B38CBE44D-CF95-1E3A-8750-D5C1FC3A2FB1%7D.pdf
https://www.cmegroup.com/articles/2023/transition-from-28d-tiie-to-tiie-de-fondeo-f-tiie-for-cleared-mxn-interest-rate-swaps.html

Market Standard Day Count and Holiday Conventions

The below methodology changes will be implemented to book replacement F-TIIE OIS that reference standard
economic attributes. Using standard trade attributes ensures that the replacement F-TIIE swaps are supported by
execution venues and back-office systems:

» Fixed/Float Leg Day Counts
« 28D TIIE replacement swap: preserved from the original swap

. E-TIIE replacement swap: defaulted to the market standard convention of ACT/360

» Additional Payment Calendars: All MXN swaps are required to have the Mexico (MXMC) calendar for
payments and fixings. Additional calendars are defined as any other calendars listed on the original TIIE swap

« 28D TIIE replacement swap: preserved from the original swap
« E-TIIE replacement swap: defaulted to the market standard convention of Mexico (MXMC). No
additional calendars are carried over
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Additional Conversion Considerations
For 28D TIIE swaps with pre-IWED effective dates:

+ A 28D TIE replacement swap will be booked to capture any pre-IWED 28D TIIE fixings. Due to the adjusted cash flow dates,
the effective date on replacement swaps may not match the original swap cash flow in some cases

* Aforward starting F-TIIE OIS replacement with the 24 bps Bank of Mexico spread adjustment will also be booked to capture
post-IWED fixings. Cash compensation will be included in the form of an upfront fee on this F-TIIE OIS replacement.

For forward starting 28D TIIE swaps with post-IWED effective dates:

» The conversion methodology for forward starting swaps will remain unchanged from the previous conversion events, where:
A F-TIE replacement swap will maintain the effective date, maturity date and fixed leg economic terms (excluding
payment offset)

*  Asingle compensation fee is included and paid the following Mexico business day

A 2D payment offset is added to both legs of the F-TIIE replacement swap, consistent with market standard OIS
conventions
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Post-Primary Conversion Considerations

Support of 28D TIIE swap clearing between the Primary Conversion event and the IWED (November 25, 2024 -
December 3, 2025):

* Newly cleared 28D TIIE swaps that contain only pre-IWED fixings will remain unchanged, complying with the Bank of Mexico
waiver period

* New 28D TIIE swaps that contain post-IWED fixings will be converted as a part of daily conversion cycles

Daily Conversion Process:

* Following the November 22, 2024 primary conversion event, F-TIIE is expected to become the primary liquidity pool for MXN
denominated interest rate swaps, and new trading activity in 28D TIIE will be limited, especially for trades extending beyond the
end of 2025

+ Immediately following the primary conversion event, CME will begin running daily conversion processes to convert newly cleared
28D TIIE swaps with post-IWED fixings

» Any newly cleared 28D TIIE swap that does not contain post-IWED fixings will not be subject to daily conversions

* Beginning January 2025, clearing support for 28D TIIE swaps with post-IWED fixings will be limited to swaps that are a result of a
bilateral swaption expiry and will be subject to daily conversion processes on acceptance as noted above
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Daily Conversion Process

Following the November 22, 2024 primary conversion event, CME will begin running daily conversion cycles through the end of
2025 to convert any new 28D TIIE swaps that participants send in for clearing with post-IWED fixings.

Daily conversions will utilize the same logic applied for the primary conversion event and may result in:

* Asingle F-TIIE replacement swap (instances where the original 28D TIIE swap’s effective date is on or after the IWED), or
» Both a 28D TIIE and F-TIIE replacement swap (instances where the original 28D TIIE swap’s effective date is pre-IWED)

Operational considerations for daily conversions:

* As a part of CME’s end of day processing, in scope 28D TIIE swaps will be converted to the respective 28D TIIE and/or F-

TIIE OIS following the close-of-business on the cleared date
« Additional information regarding the operational processing of this conversion event can be found on the
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Example A: 28D TIIE swap with Effective Date that is post-IWED

Converts to a single F-TIIE OIS replacement

Pricing and Termination of TIIE Swap

Original 28D TIIE Swap

Notional

Conversion Payment Payment Payment Maturity
Date End 1 End 2 R Endi Date

et Yy S 13

Payment Date Payment Date Payment Date Payment Date

Each cash flow is priced as per CME Conversion Pricing Approach + spread

Preserved on
converted trade

Converted Trade Attributes

F-TIIE Replacement Swap
Notional

Conversion Payment Payment Payment Maturity
Date End1 End 2 LA ] Endi Date

- _JE;_. ————————— 0* ————————— 0*———/# ————— 4* ———————— 4;—-

Cash Payment Date Payment Date Payment Date Payment Date

compensation

Fee . . . .
Interest Amount for each period = F-TIIE + Banxico spread + Trade Spread (if applicable)

& CME Group
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Conversion Methodology

Price the 28D TIIE swap using CME’s conversion pricing
approach

Effective date, maturity date, notional, payment frequency,
and direction are preserved from 28D TIIE swap
Override the Payment Offset to standard F-TIIE convention
on both fixed and floating legs
Override the below attributes to market standard F-TIIE OIS
conventions on floating leg:
* Index Name and Tenor
+ Fixing Offset, fixing calendar, and adjustments
« Bank of Mexico modification spread of 24 bps plus the
original trade spread are added to compounded F-
TIE leg

Upfront fee (cash compensation) is added to F-TIIE
replacement swap and will settle on the next good business
day
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Example A: 28D TIIE Swap with Effective Date that is post-IWED

Forward starting 28D TIIE IRS converts to F-TIIE OIS

Conversion Date = November 22, 2024

Currency MXN
Notional 100,000,000
Currency MXN Trade Date* 11/22/2024
Notional 100,000,000 Effective Date 12/05/2025
Trade Date 08/18/2024 Maturity Date 12/01/2028
Effective Date 12/05/2025 Fixed Direction Payer
Maturity Date 12/01/2028 Fixed Rate 8.775%
Fixed Direction Payer Fixed Leg Payment Freq. 28D
Fixed Rate 8.775% Fixed Leg Payment Offset 2D
e Ly IPeVn e ek 28D Floating Rate Index MXN-TIIE ON-OIS Compound
Fixed Leg Payment Offset n/a Float Leg Index Tenor 1D
Floating Rate Index MXN-TIIE
- Float Leg Payment Freq. 28D
FlogliLey [Tl Terl D Float Leg Pay Adj Calendar MXMC
Float Leg Paymeht Freg. 28D Float Leg Payment Offset 2D
Float Leg Pay Adj Calendar MXMC Float Leg Compounding Method ISDA OIS Compounding
EoaiEcylRavinEn: O_ﬁSEt oD Reset Relative To End of Period
;'g:;:;g;igi?”d'”g hiiliod ';Z;i — Float Leg Fixing Adj Calendar MXMC
— - Date Roll NONE
Float Leg Fixing Adj Calendar MXMC
Status Cleared
ol NONE Upfront Fee Cash compensation fee
Status Terminated
Upfront Fee Payment Date 11/25/2024
= Economic preserved Float Leg Spread Fixed spread adjustment (0.24%)

= Economic changed/added

& CME Group
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*Trade Date field on all replacement swaps will reflect the date of conversion
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Example B: 28D TIIE swap with Effective Date that is pre-IWED and pre-Conversion

Converts to combination of 28D TIIE and forward starting F-TIIE OIS replacements

Pricing and Termination of 28D TIIE Swap

Pricing and other calculation same as previous example

Notional

Effective Payment Conversion Payment Maturity
Date End 1 Date End;j Date
@ -------- O---0-Hl-0-@ - O--/------ *4/ --
Payment Date Payment Datej Payment Date
Replacement Swaps
28D TIIE Replacement
: Notional
| Effective Corwersion Payment Maturity
1| Date Date = » » Date Date Endj = = x Date
L Q— —— -
----------- PR TP 2E BEY SESEEE 4*//?
Payment Datej Payment Date

Cash compensation

Fee

IWED: Index Waiver Effective Date = December 03, 2025

@ CME Group
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Conversion Methodoloqgy

v Book a forward starting F-TIIE swap with Effective date set as
the next payment period start date immediately following
IWED. Note, the payment accruals are preserved. F-TIIE by
default compounds every 1D

v Notional for the F-TIIE swap is the same as original 28D TIIE
swap

v Change floating spread to Bank of Mexico modification
formula spread of 24 bps + trade spread (if applicable)

v Any pre-IWED 28D TIIE or fixed coupon payments are settled
as a 28D TIIE replacement swap. All subsequent periods are
added to the F-TIIE replacement swap:

* The 28D TIIE replacement swap will accrue all pre-
IWED 28D TIIE fixings inclusive of any trade spread
using the compounding convention on the original swap

» Bank of Mexico modification spread will NOT be added
to the 28D TIIE replacement swap
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Example B: 28D TIIE swap with Effective Date that is pre-Conversion and pre-IWED

28D TIIE IRS converts to 28D TIIE IRS and F-TIIE OIS Product Type IRS
Conversion Date = November 22, 2024 Notional 200,000,000
_ Effective Date 11/06/2024
Mty Date 1273172025
Currency MXN Float/Fixed Leg Payment Freq 28D
Notional 200,000,000 Upfront Fee None
Trade Date 06/18/2024 Float/Fixed Leg Majority of other economics preserved
—lecte bale Jo/L9/2024
Maturity Date 06/13/2029 Bheney MXN
Fixed Direction Payer Notional 200,000,000
Fixed Rate 8.775% Trade Date* 11/22/2024
Fixed Leg Payment Freq. 28D Effective Date 12/31/2025
Fixed Leg Payment Offset n/a Matumy Dat.e 6/13/2029
Floating Rate Index MXN-TIIE F?XEd — Payer
Fixed Rate 8.775%
Float Leg Index Tenor 280 Fixed Leg Payment Freq. 28D
Float Leg Payment Freq. 28D Fixed Leg Payment Offset 2D
Float Leg Pay Adj Calendar MXMC Floating Rate Index MXN-TIIE ON-OIS Compound
Float Leg Payment Offset 0D Float Leg Index Tenor 1D
Float Leg Compounding Method | None Float Leg Payment Offset 2D
Reset Relative To Begin Period Float Leg Payment Freq 28D -
Float Leg Fixing Adj Calendar | MXMC Reset Relauve 1o End Period
Date Roll None
DEG 1R NONE Float Leg Fixing Adj Calendar MXMC
Status Terminated S Cleared
Upfront Fee Cash compensation
= Economic preserved Upfront Fee Payment Date 11/25/2024
Float Leg Spread Fixed spread adjustment (0.24%)

= Economic changed/added
*Trade Date field on all replacement swaps will reflect the date of conversion

TN
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Example C: 28D TIIE swap with Effective Date that is post-Conversion and pre-IWED

28D TIIE IRS converts to 28D TIIE IRS and F-TIIE OIS

Conversion Date = November 22, 2

024

Original 28D TIIE IRS

Currency MXN
Notional 200,000,000
Trade Date 03/07/2024
Effective Date 03/27/2025
Maturity Date 03/26/2026
Fixed Direction Payer

Fixed Rate 9.435%
Fixed Leg Payment Freq. 28D

Fixed Leg Payment Offset n/a

Floating Rate Index MXN-TIIE
Float Leg Index Tenor 28D

Float Leg Payment Freq. 28D

Float Leg Pay Adj Calendar MXMC
Float Leg Payment Offset 0D

Float Leg Compounding Method | None

Reset Relative To Begin Period
Float Leg Fixing Adj Calendar MXMC

Date Roll NONE
Status Terminated

= Economic preserved
= Economic changed/added

& CME Group
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28D TIIE IRS — Replacement 1

Product Type IRS
Notional 200,000,000
Effective Date 03/27/2025
Maturity Date 12/04/2025
Float/Fixed Leg Payment Freq 28D
Upfront Fee None

Float/Fixed Leg

Majority of other economics preserved

F-TIIE OIS — Replacement 2

Currency MXN

Notional 200,000,000

Trade Date* 11/22/2024
Effective Date 12/04/2025
Maturity Date 03/26/2026

Fixed Direction Payer

Fixed Rate 9.435%

Fixed Leg Payment Freq. 28D

Fixed Leg Payment Offset 2D

Floating Rate Index MXN-TIIE ON-OIS Compound
Float Leg Index Tenor 1D

Float Leg Payment Offset 2D

Float Leg Payment Freq 28D

Reset Relative To End Period

Date Roll None

Float Leg Fixing Adj Calendar MXMC

Status Cleared

Upfront Fee Cash compensation
Upfront Fee Payment Date 11/25/2024

Float Leg Spread

Fixed spread adjustment (0.24%)

*Trade Date field on replacement swaps will reflect the date of conversion
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CCP Conversion Fees

Subject to regulatory review, CME will charge the following per line-item fees on F-TIIE replacement swaps resulting from
the conversion:

Account Type Conversion Fee (USD)
House $10
Customer* $50

*Applies to both standard and alternate fee schedule customers

 For bilateral swaption exercises that result in a cleared swap under the legacy 28D TIIE index, a conversion fee
corresponding to the appropriate account type per converted trade will be applied to the position in addition to the new
trade clearing fees

« Conversion fees do not apply to the Short dated 28D TIIE replacement swaps or the terminated 28D TIIE swaps
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Contact Information and Additional Resources

* Please contact if you would like to raise any questions, provide feedback, and/or
discuss the cleared MXN 28D TIIE swap conversion in further detail.

» Additional conversion material and resources can be found on CME Group’s
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Disclaimer

The contents of this document are for informational purposes only and provide CME's proposed approach at the time of publication indicated on the title page. The proposal is subject to change at any time
without prior notice. Any implementation of the points discussed is subject to regulatory review and to any necessary internal and external approvals and to implementation by CME. The final terms of the MXN
28D TIIE transition will be set out in the CME Rulebook. Market participants affected by the MXN 28D TIIE transition should obtain appropriate legal, accounting and taxation advice and should not rely on this
document.

Neither Futures trading nor swaps trading are suitable for all investors, and each involves the risk of loss. Swaps trading should only be undertaken by investors who are Eligible Contract Participants (ECPs)
within the meaning of Section 1a(18) of the Commodity Exchange Act. Futures and swaps each are leveraged investments 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 either a Futures or 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 traders cannot expect to profit on every trade.

Any research views expressed those of the individual author and do not necessarily represent the views of the CME Group or its affiliates. The information within this presentation has been compiled by CME
Group for general informational purposes only. CME Group assumes no responsibility for any errors or omissions. All examples 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 rulebook of the organizations. Current rules should be consulted in all cases concerning contract
specifications

CME Group is a trademark of CME Group Inc. The Globe Logo, CME, Globex and Chicago Mercantile Exchange 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. NYMEX, New York Mercantile Exchange and ClearPort are registered trademarks of New York Mercantile Exchange, Inc. COMEX is a trademark of
Commodity Exchange, Inc. All other trademarks are the property of their respective owners.

Copyright © 2024 CME Group. All rights reserved.
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