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MINUTES OF FMAP TECHNICAL COMMITTEE MEETING HELD AT
DEUTSCHE BANK

Date: 11th Uebruary, 2011

Present:

1A D Waim Abdulluh (NAY {In the Chair)
2 Shah Miffah-ul Azim Azmi  (MA)

: Mr. Abchllah Ahmed (AN

4. Mr Nusrmi Vohra (NV)

3 Mr. Zohair Ali (£.4)

(% Me. Hanif Akhat {HAY

7. M. Sabman Zaidi (SZ) (representing MUB)
8. Mr. Khalid Anyery (<)

9. Mr. Mubaminad Yaseen (MY)

10, Mr Rehan Mir (RM)

1. M. Zabid Mansoor {ZND)

L2 Mr Fahim Ahmed (FA)

Agenda for the mecting:

1. Overnight Index Swaps '[DIS'J.
2, Muarket Development Jssues.

DISCUSSIONS:

NA started the discussion by informing the commiltee that $BP mecting
with technical commitiée Is due on the |$th of February, 2011, For this purpose,
the mecting has been convened to summarize key isstes that need to e discussed
in the fortheoming iheeting,
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Comtinuation Siast

FA and NA informed the committee about the progress that had been made by the
sub-tommittee on overnight index swaps {OI8), Muoreaver, it was communicated
to the forum thar SBP FSCD has emphasized that as too much time has lapsed, the
committee should decide once and for all whether they wish to introduce this
product in the market or not. MA informed the committee that NIB would be
inferested in joining the OIS club, and it would take a month in completion of iis
internal formalities before it commences OIS trading. MA further informed the
chair that Samba Bank and J5 Bank had alsa expressed its willingness 1o join the
OIS group. NA asked the remaining members redarding their buy-in about this
product. HA stated that being an Authorized Derivatives Dealer (ADD), they
would want to start right awny, but © remove the teathing problems regarding
aceounting treatment, setlement, it would be preferrad thnt ADDs engnEe in one-
maonth OIS Jor o ene-muonth trial period. NV suggested that the 4 exigting ADDs
should start trading in OIS, allowing the market W observe this product and later
Joirt e For NBPL i would take ot least 6 manths in eompleting formalities (o join
OIS. SZ said that MCB is in the process of finalizing g system for its dealing
room, and as this process would wake 3-4 months, it would take this mueh time for
MCB 10 join this group. RM mentioned that he's interested in the product, but
discussion vn this product is at lts preliminary stage in Askari Bank. ZA informed
the chair that as HBL has already applicd 1o SBI for license o become ADD.
their buy-in is already evident. MY said thist 45 the Deriviitive Models of Tenetios
system will te available for wesiing in ABL within pne month, be expects ABL to-
venture into this product by fuly this year (subject to SBP approval),.

HA sugpested to all the participants that existing ADDs should first have o
meeting before the end ol this month 1o finalize modalities on starting QIS
trading. besides setting [t March, 2011 as a tentative date to start trading in one-
month OIS for a.one month trial period. This club could then meet at the end of
march to resolve tegthing problems, if any, and then opt o extend dealing to three
months period. NA insisted that the non-ADDs should start exploring back office
systems from possible vendors in the market, if they are interested in jaining the
(1S elub.
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Continuaton Sheay

On market developent issucs, the discassion wits open for the floor to

contribute,

§ NV stggested that SBP should be asked to reactivate forward cover
facility for imports. bath LISIMPKR as well as third currencies,

. MA snggested that considering SBP was charging banks on RT6S, one

free TT per day facility from one branch of SBP 1o another branch (as was
allowed i past) should be reactivated for bianks,

. ZM highlighted the absence of Lender OF Last Resort (LOLR) facility for
Islamic banks. And that this is deemed necessary for generating liguidity
for these instiluticns, '

. MY mentioned that eoupon stripping of PIBs has already been visualized

' mn the PIB guidelines, however, no progress has been made over the last
L0 years, NA endorsed this sugeestion, mentioning that 1t increases the
duration of Investments far corporates in the financial markets. SBP
should take steps for this product o be ldinched soon. Regarding this
product, HA mentioned that Invest Coapital Securities has made some
progress on this product, and that FMAP should call up their relevant
personnel o understand the viability of this product.

. NV mentioned that SBP had previously committed to buy back illiguid
government paper From the market. but unfortunately {his had not been
dene so. This matter should be taken up with SBP for institutions w
redecm this paper with them,

. NA mentioned that the existing ADDs had engaged in the execution of
longterm eross-currency swaps (CCS) usually for the fenor of 7-8 years
with clients, However, they were unable to create credible benchmark
mark-to-muarket (MTM) curve for this purpose, SBP should take steps for
ADDs (o develop steh o ¢lrye, '

. FA sugbested that 8BP allow non-primary dealees (non-Ps) to short=sell
in Government securifies.
. NV suggested that this committee should take up issue of narrowing down

interest rate corridor of SBP by 100 bps.

Conld.



Caokilinuation Shaal

Regarding FMAP brokerage rates circular, MA clarified 1o the forum that FMAP
had issued the circular in accordanee with [he SBP letter on revised interbank
brokerage accreditation: criteria in which it was emphasized that reducing
brokerage as well as dealing in nil brokerage would be tantamount to uncthical
practive. Taking into account banks' reservations ot cerlain brokerage rates which
they deemed quite high, FMAP had asked for feedback from (he technical
comimiltee as o what broketuge rates in FX, MM, and securities would they want
to be revisited. Afier lor of debate, it was decided by the committee o tike up this
issue with SBI and until then, the stiatus quo of abiding by FMAP circulars on
brokerage dates would stund.

FA pointed out the issue of name disclosure by brokess before the execution of
deal, and that FMAP should take sction against those dealers who engage in
usking names of institutions before executing deals. The committee recommended
that FMAP should take out @ cireular in which it should recommend that this
practice should be avoided by market participanits, Moréover, NV récommende
that i case @ bank has a limit problem with a certain institution that day, it should
fully disclose that to the broker, 5o that such issues do not crop up in fiture,

Furthermore, FA and MA informed the chair that as Reuters hod moved iis
premises outside Pakistan, they had asked for contribution of KIBOR and PKRV
rites by FMAP in Pakistan. This viis tartamount to conflict of interest. Tt was
suggested that contributors send rates by email rather than dealing system to a
Reuters designuted wmsil address, from where Reuters could upload the rates at
the fixing time. HA tisked AA and MA 1o check whether this was in the domain
of FMAP. and 1o avoid any confusion, it should tidke up this matter with SBP.
This was unanimously agreed by the forum.

The meeting ended with the understanding that inshallah eommittee would meet
again seoan.



