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NEW ZEALAND FINANGIAL MARKETS ASSOCIATION - OVERVIEW

The New Zealand Financial Markets Association (NZFMA) was formed in 2007 as the industry association for institutional participants in New Zealand’s wholesale financial

markets.

NZFMA is a not-for-profit incorporated society with 6 staff, of which 4 are part-time.

NZFMA represents the common interests of its members as institutional participants in New Zealand’s wholesale financial markets by:

advocating on matters of common interest to Members which are relevant to the good reputation and efficient operation of New Zealand’s
wholesale financial markets and their regulation by government and regulatory authorities,

promoting and assisting the maintenance, reform and development in New Zealand of competitive and resilient wholesale financial markets that
operate in a fair and efficient manner,

promoting and assisting professionalism in the conduct of business in New Zealand’s wholesale financial markets, including though facilitating
the development and maintenance of common conventions and guidance that support efficient and ethical practices by Members; and
maintaining a repository of standard market documentation,

promoting high professional standards in New Zealand’s wholesale financial markets by co-ordinating the delivery of fit-for-purpose education
programmes to any appropriate individuals, and awarding accreditation by the Association to employees of Member organisations who reach a
required level of professional skill and knowledge,

promoting New Zealand’s wholesale financial markets as essential elements of the New Zealand financial system, capital markets and economy,
and

facilitating the provision of financial benchmarks that support the operation of New Zealand’s wholesale financial markets.



REGENT NOTABLE INITIATIVES - LED BY NZFMA

Significant update to New Zealand Business Day
Definition Guidance

Key issues:

. lack of clarity and consistency across NZFMA's current business day convention documentation,

. inconsistent application of current business day conventions, primarily regarding transacting and
settling on Auckland and Wellington Anniversary Day public holidays,

. operational and technology challenges arising from New Zealand's lack of alignment with other
jurisdictions which all recognise and apply only one financial centre calendar per currency, and

. inconsistent recognition of financial centre calendars for New Zealand wholesale over-the-counter
financial markets products. For example, Copp Clarke calendar currently identifies New Zealand as a
single financial centre, whereas key ISDA documentation identifies two financial centres (Auckland
and Wellington) for New Zealand.

Key proposals:

+ anew NZFMA’s Business Day Definition will establish Auckland and Wellington Anniversary Day
public holidays (alongside all other regionally observed New Zealand public holidays) as good
business days for the purposes of transacting and settling in New Zealand’s wholesale over the-
counter financial markets, and

. NZFMA will undertake advocacy with all relevant stakeholders (for example with the International
Swaps and Derivatives Association) to create consistent recognition of a single financial centre
calendar for New Zealand wholesale over-the-counter financial markets transactions and settlements.

Consultations on the future of BKBM —
New Zealand’s key interest rate benchmark

NZFMA has facilitated the provision of financial benchmarks since 2008. In 2021, in anticipation of the introduction
of New Zealand’s administrators of financial benchmarks regime, NZFMA established a wholly owned subsidiary,
the New Zealand Financial Benchmark Facility Limited (NZFBF), to provide independent financial benchmark
administration services exclusively for NZFMA. Prior to the establishment of NZFBF, NZFMA had undertaken the
administration of BKBM.

NZFBF’s objective is to deliver effective and efficient calculation and publication of a range of financial benchmarks,
ensuring compliance with New Zealand’s administrators of financial benchmarks regime, and alignment with the
International Organization of Securities Commissions (IOSCO) Principles for Financial Benchmarks, to the extent
applicable.

In May 2022 NZFMA requested that NZFBF lead a project to:

. evaluate alternative BKBM determination mechanisms, and to

evaluate possible alternative benchmarks, including identifying potential transition
planning.

The drivers for this initiative were:

. the gradual decline of traded volumes of Registered Bank Securities (RBS) in the BKBM rate-
set,
. international jurisdictions adopting overnight risk-free, or near risk-free, benchmarks to

replace credit-based benchmarks, noting, however, that Australia continues to use a credit-
based benchmark, and

. concern that any further reductions in RBS volumes in the BKBM rate-set could increase the
risk of an abrupt cessation of BKBM, which in turn could have financial stability implications
due to the quantum of financial derivatives and lending contracts that are set with
reference to BKBM.

NZFBF has recently co-ordinated two consultations on the future of BKBM and has developed a set of
recommendations, having considered submissions.



REGENT NOTABLE INITIATIVES - NEW ZEALAND FINANCIAL MARKETS

Mandatory climate-
related disclosures

The gool of mandatory climate-related disclosures & to:

Organisations that have to make
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REGENT NOTABLE INITIATIVES - NEW ZEALAND FINANCIAL MARKETS

Financial institutions conduct regime

The Financial Markets (Conduct of Institutions) Amendment Act 2022 was passed into law on 29 june 2022,
The legislation introduces a new regime regulating the conduct of financial institutions that will come fully
into force on 31 March 2025.

Once it comes into force, the new regime will:

® Require banks, insurers and non-bank deposit takers (together, financial institutions) to be licensed
in respect of their general conduct towards consumers. The licensing regime will be monitored and
enforced by the Financial Markets Authority (FMA).

Require financial institutions to establish, implement and maintain effective fair conduct
programmes throughout their businesses that ensure they meet the requirement to treat consumers
fairly.

Require financial institutions to comply with their fair conduct programme.

Require financial institutions and intermediaries involved in the chain of distribution to comply with
regulations that regulate incentives. These regulations will be able to prohibit sales incentives based
on volume or value targets, e.g. soft commissions such as overseas trips, bonuses for selling a

certain number of finandial products, or leader boards.

ASX's proposal for re-introduction of
New Zealand Government Bond futures

ASX has received an incressing number of inquiries from partitipants and Investors globaly regarding the avaitsbility
of an N2GB futures contract. Intermational interest has grown, particularly since N2G8 inclusion in the FTSE World
Government Band Indox. NZGBs offer an attractive premium to an expanded poo! of risk capital,

NZ dobt issuance has steadily increased over the last five years and is forecast to remain elovated, reaching $209bn by
2027. Adaitionally, the NZ Detit Management Office has a commitment Lo maintaining @ minimum level of supply of
NZGBs on issue (not less than 20% GDP over time*).

The RBNZ &5 currently conducting a comprahensive review of thawr liquigy policy [the Liguidity Policy Review 'LPR),
This has braught focus 10 the topic of Squidity broadly within the NZ markes and resilience of the market in times of
stress and the role that exchange traded futures contracts could play in covering duration risk,

Praject progress and indicative nest steps [sbject 10 lnternal and regulatory sppeavals)
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