Netting

Netting 2
Netting 3 Netting 4
Netting 5
Netting 1992 Master Agreement
1992 Master Agreement

1 Netting

Netting & .
Netting (cash
flow) (assets and liabilities)
12 (offseth
(net amount) T
Netting
2
2
1
Netting (net)
(set-off) ()

Garrett R.Glass, "a Primer on netting,” Ths. Journal of Commercial Lending
(Ootober 1994) : 18-19.
Bradley Crawford, The legal foundations of netting agreements for foreign

exohange oontracts,” Canadian Business Law Journal 22 (September 1993) : 163.
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3
Netting 4
Netting

(Credit Risk)
‘ 5
Netting
(affiliates)
"
Netting
6
Netting ;
(‘an adjunot to risk managment tools) Netting ]

Rory Derham, Set-off and netting of foreign exchange oontraots in the
liguidation of a counterparty, part n: Netting,” Journal Business Law (September 1991) :
463.

A .

()901/2538 ¥ (Derivatives),”
2 2538 1 10.

Nalbantian 1Edward J; Smedresmam , Peter ; Hoser and Tessa, “Netting and
Derivatives - A praotioal guide,” International Financial Law Review (September 1993) :
38.

Sam Borenstcin, “Netting,” in Management of currency risk volume 1 (London :

Euromoney Publications PLC, 1989) , p. 231.
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T
Netting
future contracts,
option and forward oontraot

Netting (Payment Systems) 11)

(‘a similar type of financial obligations )
(net difference” 9
Netting
Netting

Alfred Kenyon, The risk and their management (Great Britain : Basil Blaokrwell
777 Ltd. 11990) , p. 204,
Oxford Dictionary of Business (New Edition), 1996 : p. 342.

(Payment Systems)

( ) (settlement /fund transfer arrangement)
(netting arrangement)
Akira Yamazaki, KForeign exchange netting and systemic risk, in Discussion
paper series fTMESI (Japan : Institute for Monetary and Economic Studies 1Bank of Japan 1
1996), pp. 1,6.
0 Maurioe Levi, Financial management and the international economy (n.p, : R.R.

Donnelley & Sons Company ,1983) 1p. 248.
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Netting
Netting
I ,
Netting
(
) 2
NettingW
2 Netting
Netting 1
2
2. ! Netting
Netting '

Netting

Netting



, Netting

Bilateral Netting Multilateral Netting

2.1 Bilateral Netting

Bilateral Netting
2 !

Bilateral Netting
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Netting 2 !
Netting 1

Mutual Nettingll

Multinet 1FX Net 1the Aocord product offered by S.WIP.T (Society for

Worldwide Interbank Financial Telecommunication)

Bilateral Netting

Bilateral Netting

i

UPhilip R. Wood, English and international set off (London ; Butler and Tanner

Limited, 1989), p. 170.
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2.1.1 Payment Netting
2.1.2 Netting by Novation

2.1.3 Netting by Close-Out

2.1.1 Payment Netting

2.1.1.1 Payment Netting
Payment Netting Settlement Netting 12
Position Netting13 Delivery Netting14
2 ( )
\) (opposite payments)
5 tp

Payment Netting

Payment Netting

Ibid. 1pp. 175-177.

Akira Yamazaki, ‘Foreign exohange netting and systemio risk,” in Disoussion
paper sens; (IMES) 1p. 8.

Philip R Wood, Netting : General principles, in
International Finanoc : Title Finanoe-Derivatiycs-Sceuntisations.Set-off and Netting (London :
Sweet & Maxwell, 1995) 1p. 153.

Mallesons Stephen Jaques, Enforoeability survey - Australia,” in Derivative
praotioes and principles rappendix n : Legal enforceability : Survey of nine jurisdictions

(Washington, DC : the Group of Thirty, 1993) 1p. 19.
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?
( )
Payment Netting ; 16 ,
( 1 ) 7
2.1,1.2 Payment Netting
Payment Netting
' 4
1 2
Payment Netting
2 1 "2 ( )
Payment Netting ‘
¥
4,
2.1.1.3 Payment Netting
Payment Netting ! Paymont
Netting
161bid. 1p. 19.

Philip R. Wood, English and international set off, p. 176.
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1 1 A b , '
B 5,000.-11' B
A 2,500- 1
Payment Netting # 1 A B
A
B B 2,500.- I
Payment Netting «
A 5,000.- B
B 2,500,-
2. 1 A
B 1,000.- * B
A 1,000.- 1
Payment Netting , A B

2.1.2 Netting by Novation

2.1.2.1 * Netting by Novation
Netting by Novation Contraot
consolidation* Novation netting® 5 Netting

Payment Netting (A variation of Payment Netting)

18lbid. 1pp. 175-177.
Bob Blower, (<The use of netting foreign exohange settlement,” World of Banking
(Jan/Fob 1995) : 19-20.
The Group of Thirty, Derivatives ; Practices and principle appendix | : Working

papers (Washington, DC : the Group of Thirty, 1993), p. 32.
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¥ (Matoh)
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(running acoount)

(Match)



Netting by Novation 1

(an ongoing process)2l

2.1.2.2 Netting by Novation

Netting by Novation ,

L.
Netting by Novation
2.

! 1]
Netting by Novation

Garrett R.Glass, “a Primer on netting,” The Journal of Commercial Lending.

pp. 20-21.
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Netting by Novation

by Novation

2.1.2.3

ma

Netting by Novation
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Netting



1

Netting by Novation
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Netting by Novation
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1,000

1,000
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1,000
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3

Netting by Novation

Novation

a W » B A

2,500 2,500
1,000

1,000
1,500

1,000
2,000 8,000
2,500

Novation

fi A«

()
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1,500



L
)
mj
2.
Netting
3:
2
(Match)
(
(
(
1
1
5,000.-
2,500,-

B

2,500,-

5,000.-

Netting
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A B
2,500.-11' A
B * A $
' A B
1
( 2,500.- )
1
2.1.3 Netting by Close-Out
2.1.3.1 Netting by Close-Out
Netting by Close-Out Netting-Out
on Insolvency Netting by Termination and Closeout Netting by Master
Agreement Replacement Contract Netting Default Netting Open Contract
Netting23 Master Agreement
( )
Philip R. Wood, English and international set off, pp. 177-185.
Bob Blower, KThc use of netting foreign exohange settlement,0 World of Banking.
: 19-20.

Mallesons Stephen Jaques, "Enforocability survey - Australia,0 in Derivative
practices and principles, appendix n : Legal enforceability : Survey of nine jurisdictions.
p. 19.

Philip R. Wood, "Netting : General principles,0 in Law and praotioc of

International Finanoc : Title FinanoelJerivatives.Seouritisations.Sct-off and Netting, p. 153.
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( )
( )
. . . 26 A
(the outstanding obligation between the parties under ! contract)
"
(net present value
of 1 oovered transactions)g7

(compensation for the termination)2*

(replaoemont vduo)2
2
l? (

61bid. 1p. 19.
21 ter Engert, An introduction to multilateral foreign exchange netting : Working
paper (Canada : Bank of Canada 11992), p.

Simon Firth, "Using netting agreement in the UK,” in The essential 1one-step
guide to exploiting legal strategics for successful netting (UK : IBC UKConferences Limited,
1996) 1p. 7.

O Mallesons Stephen Jaques, KEnforocability survey - Australia,” in Derivative
practices and principles, appendix n: Legal enforceability : Survey of nine juriidifltiQm.

pp. 22-23.
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1 Netting by Close-Out «

replacement value

Netting by Close-Out 1 Cross Product
Netting Cross Currcnoy Netting
Netting by Close-Out
Multibranch Netting®

(Master Agreement)

Netting by Close-Out

| (replacement
value)
2.1.3.2 Netting by Close-Out
Netting by Close-Out
3
2The Group of Thirty, Derivatives ; Practices and principle appendix | ; W orking
paprn, p. 31.
Albid.. p. 3L
Ibid. 1pp. 48,53. ; Simon Firth, " ing netting agreement in the UK,*1 in

The essential 1 one-step guide to exploiting legal strategies for successful notting,

pp. 13-14.
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1.
Netting by Close-Out (
2.1.3.3)
2. Netting by Close-Out
3. 2 ( )
2
2.1.3.3 Netting by Close-Out
Netting by Close-OutUuS
if
Netting by Close-Out
Netting by Close-Out
Netting by
Close-Out Netting by Close-Out
Netting by Close-Out
1,
2.1.3.3.1 Netting by Close-Out

Netting by Close-Out

(replacement value)
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] Netting by Close-

Out 1992 Master Agreement Y
ya
( )
5 ( ) m
( ) (preserving the economic equivalent of

the future payment obligation under the original oontraot)

(Market Quotation) $

(Market Quotation) Netting by Close-Out

y

A

2.1.3.3.2 (1Y) Netting

by Close-Out
Netting

by Close-Out

Mallesons Stephen Jaques 1"Enforceability survey - Australia,” in Derivative
practices and principles, appendix n : Legal cnforocability : Survey of ninc jurisdictions 1
pp. 22-23,

Philip R. Wood, English and international set off, p. 177.



Netting by Close-Out h

2.2 Multilateral Netting

Multilateral Netting ;
Bilateral Netting

Multilateral Netting [
(Netting)

(non-mutual set-off of claims)3

Hibid. 1p. 185.
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(Single Contraot)

(Netting)
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Multilateral Netting
( ) )

(cver-the-eounter derivative)

Multilateral Netting

{l
(Clearing House) Multilateral Netting
Multilateral Netting
(Clearing House) 2 36 Multilateral Netting®

(No novation to Clearing House)
Multilateral Netting

(Novation to Clearing House)

2.2.1 No novation to Clearing House

22.1.1
Multilateral Netting
(No novation to Clearing House)
Decentralized Multilateral” Multilateral Netting

Ibid. 1pp. 185-192.
JIThe Group of Thirty, Derivatives : Praotiocs and principle appendix | : Working

papers, p. 38.
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Multilateral Netting
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Stage(
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B 100 B
C A 60
Bilateral Netting
2.

2.2.2 Novation to Clearing House

2221 ’
Multilateral Netting
’ (Novation to Clearing House)
Multilateral Netting Multilateral Netting by Novation
Multilateral Netting 2
( )

Multilateral Netting ,

Ibid. 1p. 38.

7

A B C A
C 100
1 ] 1
' )
40
Centralized

and Substitution

Akira Yamazalti 1"Foreign exohange netting and systemio risk,” in Pisoussion

paper series (IMESI 1p. 11.
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vTn ! 3

[

(net) 2

{4

Multilateral Netting

(Loss allocation)

2.2.2.2 Multilateral Netting



Stniw ] Stage ( 2

@ 100 @ Novation to clearing-house
Clearing-housc

60 100 100
100
100 100
' 60 60 \ @

v

Re-arrange into groups to show mutuality
Stage
Net out Clearing-house
N
Clearing-house
! 100 100
) 0 /60 100 100 60
A ¢ /

’ . X




B 100

C 100

A 100

40

100
A

Bilateral Netting

1]

40

2.

2.1

100

2.2 B

100

2.3

100

1]

100
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Netting

! Netting
3l Netting

! Credit Risk

| (Settlement Risk) l

! ,
3.2 Netting
33 Netting

Cherry Picking !

: ,
Netting by Novation ~ Netting by Close-Out

34 Netting
() (non-mutual set-off of daims)
Netting
Netting
4.1 Payment Netting
Payment Netting !
411 Payment Netting ! Credit

I (Settlement Risk) (



&

Payment Netting ()
Payment Netting
daylight exposured Herstatt risk1 111
| 1
1 (time zone difference) !
( ) '

4.1.2 Payment Netting

Payment Netting
' ( )
Payment Netting

( ]
) Payment Netting 2

413 Payment Netting |
( )

Simon Firth, ~ Using netting agreement in the UK. in The essential 1 one-step
quice to exploiting legal strategics for successful netting, p. 8.

William HBcaver and George Parker, Risk management : Problems & solution
(n.p. : Mo Graw-Hill Book Co., 1995). p. 228,
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4.2 * Netting by Novation
Netting by Novation
421 Netting by Novation Credit
Risk (Settlement Risk)

Netting by Novation

( ) Netting by Novation
(
)
422 Netting by Novation
Cherry Pioldng
Netting by
Novation
4.3 * Netting by Close-Out
Netting by Close-Out '
431 Netting by Close-Out
Picking
()
()

Cherry Pioldng
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Netting by Close-Out

4.4 Multilateral Netting

Multilateral Netting !
441 Multilateral Netting

I (Netting)
() (non-mutual set-off of claims)
4.4.2 Multilateral N e ttii” ! Credit Risk
(Settlement Risk)! Bilateral Netting

443 Multilateral Netting

. Netting 1992 Master Agreement
( ) Netting
1992 Master Agreement 1992 Master Agreement
! (Derivative Transactions)
Netting

1992 Master Agreement
( ) Netting 2
Payment Netting®



85

Netting by Close-Out ,

y
(Replacement valug)
51 Payment Netting
1992 Master Agreement Payment
Netting 2 (c) Payment
Netting 2 1 Payment Netting !

(the same Transaction)
(Payment Netting - Single Transaction) 2 Payment Netting

(Payment Netting - Multiplo Transactions)
511 Payment Netting
( the same Transaction )

>

. 1992 Master Agreement

Thinawat Bukhamana and Komkrit Kietduriyakul,
| terest Rate And Currency Swaps Documentation. ( : Baker & McKenzie,
1997),
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(Payment Netting - Single Transaction) (2 (0) )
(the same Transaction)
(automatically satisfied and discharged)
(replaced)

11 ( )

Payment  Netting

4
1 Netting ( )
(the same Transaction)
2 Netting (* )
3. ! Netting ( )
12 Payment  Netting
(Payment Netting - Multiple Transactions)* 2 (0) )
Payment Netting
Payment Netting 511
Payment Netting

Payment Netting ~ oross-produot netting
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Payment Netting”

Netting (the same Transaction)
( 2.(0)(i)
Master Agreement (schedule) 41)
(confirmation)
Payment Netting !
1 Netting ( )
(the same Transaction)
2 mj Netting ( )
3. Netting ( )
2 Netting by Close-Out
1992 Master Agreement Netting
by Close-Out 6 5
[
6

1992 Master Agreement
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(
)
Netting by Close-Out
[
N
n
3
Master Agreement (Sohedulc)
(confirmation) 3
2 Credit Support Provider ~ Specified Entity
2 1
2
! ,
J
1
Credit Support Provider  Specified Entity 2
21-28

" 2 2132
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2.2 ?
( 1 6
3 1 (
) 2 3
A
(replacement value) Netting
by Close-Out
221
1992 Master Agreement
1
1
1992 Master Agreement
(Automatic Early Termination) Automatic Early
Termination
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1 vt

1992 Master Agreement 2

1992 Master Agreement
5222

1992 Master Agreement
5223
1992 Master Agreement!

(payment measure) (payment method)
(Schedule)
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Market Quotation Seoond Method
52.23.1.

measure) A 1992 Master Agreement 2 Market Quotation  LosS
L Market Quotation3 |

11
(Market Quotation)
( (00st) 11
(profit)
4

' 5 (

| ) (Leading dealers)

( ) (

1992 Master Agreement

International Swap Dealers Association, User' Guide to the 1992 ISDA Master

Agreements. (1993 Edition) pp. 24-27. ¢ 1992 Master Agreement 14,
Market Quotation, pp. 15-16.

Mallesons Stephen Jagues, "Enforoeability survey - Australia,” in Derivative
practices and principles appendix ; Legal enforceability ; Surrey of nine jurisdictions,
pp. 22-23. ; Thinawat Bukhamana and Komkrit Kietduriyakul,

Interest Rate And Currency Swaps Documentation.

Simon Firth 1"using netting agreement in the UK,” in The essential f one-step

quide to exploiting legal strategies for successful netting 1p. 1
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(Market Quotation®
Yy (replacement oo o "replacement
costje $(/7 4)

() % Market Quotation
Market  Quotation \

Settlement Amount
( ( paid Amount) )
(¥
( paid Amount)

72 ( 1992 Master Agreement 14,
Market Quotation)
4oMallesons Stephen Jagues, Enforceability survey - Australia,” in Derivative
practices and principles appendix n - Legal enforceability: Survey of nine jurisdictions, p. 23
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Settlement Amount
( ) *
( )
I +( )
m ()
' (absolute value)
4731
2. Loss (
| 1)
( (Unpaid Amount)
) it
(il 0 ( )
1992 Master Agreement )
(Market Quotation), (Loss)
(- paid Amount)
! (Termination Currenoy Equivalent) )
52232 (payment method)

1992 Master Agreement 2 B First Method ~ Second Method
L First Method
(one-way payment)

(out-of-the-money)
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two way payment)

)

1992 Master Agreement

(Termination Currenoy)

Termination Currcnoy
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Seoond Method

(out-of-the-money)

(ohedule)
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