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Comment Matrix: Joint Discussion Document - Expansion of eligible collateral types and risk management 
measures – in terms of Joint Standard 2 of 2020 
 
Feedback on Annexure A: Discussion Document  
 

No 
 
Commentator  

Paragraph of the Joint 
Discussion Document 

Comment 
Authorities’ response 

1.1. Association for Savings 
and Investment South 
Africa (“ASISA”) 

Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

1. It is unlikely that proposed additions to eligible collateral 
would be held in portfolios required to post margin for OTC 
derivatives, particularly given that FX derivatives are out 
of scope. 
 
2. It is unclear why a rating of such government bonds is 
required given that such ratings are significantly better 
than the SA sovereign rating. 
 
3. While the introduction of South African central 
government bonds was experienced favourably there are 
significant considerations for the non-bank financial 
institutions with the proposal to introduce the asset types 
mentioned namely “(a) United States of America 
government bonds; (b) European Central Bank 
government bonds; (c) United Kingdom government 
bonds”. Currently, this isn't a standard practice in our 
historical collateral management procedures and would 
necessitate substantial effort to implement effectively. 
This introduces additional foreign exposures that could 
hinder the prompt liquidation of eligible collateral during 
Events of Default and Termination including the 
conversion to local currency. 
 
Our understanding is that while it may qualify as 
permissible collateral, a bilateral agreement on non-cash 
collateral remains necessary between the  
Provider and Counterparty. 
 

1. Noted.  The Authorities have 
undertaken a phased 
approach to expanding the 
current eligible collateral set 
and will consider expanding to 
other collateral types in future, 
which may include local 
securities.  

2. Ratings change over time, and 
we want to ensure that highly 
rated securities are 
exchanged. 

3. The additional eligible 
collateral securities are highly 
liquid instruments with 
sufficient haircuts to 
compensate for potential 
market moves during 
liquidation. 

Counterparties hold the right to 
bilaterally choose which collateral 
types to exchange from the existing 
eligible collateral set as listed or 
determined by the Authorities in terms 
of the Joint Standard. 
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1.2. ASISA Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope? 

1. Equity securities 
2. Bank NCDs or senior unsecured bonds 
3. Surely there should be some consideration to include 
infrastructure projects that have a SA government offtake 
or even to consider  
corporates/institutions that are the equivalent rating or 
better than the SA government? This will more effectively 
mobilize capital in SA and I do not  
believe significantly increase the risks associated with 
collateral?  
4. Corporate debt securities  
5. The current assets or instruments constituted as eligible 
collateral is broad and further guidance in relation to the 
Joint Standard paragraph 6(2) subparagraph 2(d) to (e) 
would be beneficial as was the case with the Joint 
Communication 3 of 2022 where interested persons were 
notified that  
“South African central government bonds constitute 
eligible collateral as outlined in Joint Notice 2 of 2022”. 
6. We suggest the following additional inclusions – 
High quality sovereign bonds as follows: 
Issuer Countries: Other G6 Government Bonds – Canada, 
France, Germany, Japan 
With Minimum rating floor: A- (long term issuer default 
rating) 
Issuer countries: Australia, Luxembourg, New Zealand 
and Norway, Austria 
With Minimum rating floor: A- (long term issuer default 
rating) 
Such other additional collateral as may be acceptable as 
suggested in the Collateral Schedule Template created by 
the ISDA Standard Collateral  
Schedule Working Group under Schedules 1 to 10 
thereunder. 
Supranational as follows: 
Supranational Debt Issue with Credit Rating: BBB- (long 
term issuer default rating) or better 

1. The proposed additional 
collateral types have been 
noted. 
 

2. The Authorities are 
empowered in the Joint 
Standard to determine other 
assets or instruments as 
constituting eligible collateral.   
The Authorities have 
undertaken a phased 
approach to expanding the 
current eligible collateral set 
and will consider expanding to 
other collateral types in future.  
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Such other additional collateral as may be acceptable as 
suggested in the Collateral Schedule Template created by 
the ISDA Standard Collateral  
Schedule Working Group under Schedules 1 to 10 
thereunder. 
High quality Corporate bonds: 
Any Name that is A- rated (long term issuer default rating), 
or better 
Corporate bonds on the ALBI (All Bond Index) that is rated 
AA- (national scale rating), or better 
Equities as follows: 
Any counter on the JSE Top 40 Index 
Other assets: 
SA Money Market Instruments, ZAR denominated 
With a minimum rating of F3/P-3 - (short term rating) and 
BBB- (long term rating) 
Negotiable certificates of deposit, ZAR denominated 
With a minimum rating of F3/P-3 - (short term rating) and 
BBB- (long term rating 
7. Take the opportunity to broaden the scope of 
instruments eligible and align to other established regions. 
For example, EMIR includes cash, gold,  
government issued securities, corporate bonds, the most 
senior tranches of a securitization, equities included in the 
main index and units or share in  
collective investment schemes. Haircuts applied to value 
of collateral posted based on credit quality and maturity 
type of each collateral. 

1.3. ASISA Q3. Are there any other 
risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

Generally, the proposed risk management requirements 
are deemed to be a requirement for Providers. Please 
could the Authorities clarify if this is indeed the intention 
for this to be a regulatory requirement for Providers only?  
Furthermore, would the Risk Management requirements 
apply to ALL eligible noncash collateral not only the 
proposed changes contained? While implementing risk 
management requirements is considered best practice, 
applying these requirements to Non-Banking Financial 
Institutions could be burdensome and costly, if applicable. 

The risk management measures are 
put in place for current and future 
eligible collateral sets to ensure undue 
risk is not introduced into the eligible 
collateral pool. These requirements 
are applicable to providers and 
counterparties as defined in the Joint 
Standard. 



 

 

No 
 
Commentator  

Paragraph of the Joint 
Discussion Document 

Comment 
Authorities’ response 

A proportional approach is recommended for further 
consideration. 

1.4. ASISA Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

1. PA is protecting counterparty credit risk with collateral 
– and simultaneously imposing risk management 
requirements which would surely be covered by other 
regulations. 
2. Given the limited scope currently proposed by the 
Discussion Document (SA, US, UK, EU government 
bonds), 3.2.6 is overly burdensome in comparison to the 
instruments pledge for collateral. Propose at a minimum 
to remove the 3.2.6 (h) periodic stress testing of the 
collateral portfolio to assess its resilience under adverse 
market conditions and the allowance for the adjustment of 
risk management practices based on the outcomes of the 
stress testing. 

The risk management measures are 
aligned to the FMA Regulations.   
Periodic stress testing is a requirement 
contained in the FMA Regulations and 
it is prudent to ensure consistency of 
the risk management requirements 
with the FMA Regulations. 

1.5. ASISA Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

This would be outsourced to a CMS provider. The Discussion document is not 
prescriptive in this regard – there is no 
prohibition against a collateral 
management system being 
outsourced. However, the 
requirements relating to collateral 
management must be met on an 
ongoing basis. 

1.6. ASISA Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 
paragraph (paragraphs 
3.2.8 -3.2.9)? 

Given the universe of proposed additions, this seems 
unnecessary. 

The risk management measures are 
put in place for current and future 
eligible collateral sets to ensure undue 
risk is not introduced into the eligible 
collateral pool. These requirements 
are applicable to providers and 
counterparties. 

1.7. ASISA Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 
(paragraphs 3.2.10 – 
3.2.13)? 

1. A limit framework of an individual provider will not assist 
in managing concentration risk as whole – the whole will 
be a greater concern than the sum of the parts. 

Imposing a limit framework on 
individual firms will maintain the safety 
and soundness of individual firms, 
which serves as a mechanism towards 
the safety and soundness of the entire 
financial system. 

1.8. ASISA Any other general 
comments or concerns? 

1. Restrictions must also be placed on collectors: IM must 
be held in such a way that it is “immediately available” to 

1. Paragraph 4.3 of the Joint 
Standard provides for the 
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the IM collector in the event of the IM provider’s default. 
The IM must be subject to arrangements that fully protect 
the IM provider, to the extent possible, upon insolvency of 
the IM collector. Any cash or non-cash collateral collected 
as IM may by rehypothecated, re-pledged or re-used only 
once by the IM collector, and only for the purposes of 
hedging the IM collector’s derivatives position arising from 
the transactions for which the IM was collected. The 
transaction agreements must protect the IM provider’s 
rights in the collateral. 
2. The third party may not rehypothecate, re-pledge or re-
use the IM. This prohibition must be recorded in the 
agreement between the IM collector and the third party. 
The third party and the IM provider may not be within the 
same group of companies. The IM provider has a right not 
to permit the collateral to be rehypothecated, re-pledged 
or re-used. The IM provider must be warned of the 
insolvency risks, and must expressly consent in  
writing to the re-hypothecation, re-pledge or re-use of the 
IM. 
3. Furthermore, to protect the collateral provider, the tax 
requirements for a “security arrangement” must be 
observed. 
4. Further communication would be welcomed on how this 
expansion is envisaged to impact alignment between 
cleared and non-cleared contexts within a central clearing 
environment once mandatory in South Africa. 

circumstances in which cash 
or non-cash collateral 
collected as initial margin may 
be rehypothecated, specifying 
that such rehypothecation 
may only be done once. The 
commentator’s attention is 
drawn to paragraph 4.3 
generally. – insofar as the 
comment related to protection 
of initial margin from the 
insolvency of the initial margin 
collector and the immediacy 
with which the collateral must 
be available.  
 

2. The comment on the 
alignment of cleared and 
uncleared market in a 
mandatory clearing 
environment has been noted. 

 
3. Tax considerations and 

requirements are out of scope 
for the Authorities. 
Counterparties and providers 
must still observe any tax laws 
requirements imposed on 
them. 
 

4. The Authorities aim to 
maintain parallelism between 
eligible collateral passed for 
the cleared and uncleared 
markets, to the extent 
possible. 
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2.1. Banking Association 
South Africa (“BASA”) 

Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

BASA and its members are supportive that eligible 
collateral continues to be expanded as part of the SA 
market evolutionary process.  
We would request that the Authorities continue to engage 
with industry further, to identify opportunities for improved 
liquidity and counterparty risk management solutions. 
Expanding eligible collateral to these high-quality liquid 
assets is a supported measure. There are additional 
benefits of being able to accept other SA paper or equities 
as eligible collateral to manage Rand exposure with SA 
counterparties. Including SA corporate/bank bonds, 
although not having a SA CCP may be impacting the 
viability of this benefit currently. 
BASA and its members also support the ISDA response 
paper that provided other potential collateral assets or 
instrument types that could be included in the scope, for 
consideration. 
assets.isda.org/media/2d9a4dc4/ca668f9e-pdf/ -Initial 
Margin Non-Cleared Margin Rules/Eligible Collateral 
Comparison by Jurisdiction 
1. We would seek clarification to confirm the following: 

  

• United States of America government bonds – 
includes US Government bonds and Treasury Bills? 

• United Kingdom government bonds – includes UK 
Government bonds and Treasury Bills? 

• European Central Bank government bonds – includes 
Government bonds from all the EU member states 
(e.g. German Government bonds – BUNDS; 
securities issued by European Union Member States' 
central governments etc.)? 
 

2. In relation to the requirement for the proposed asset 
types to be subject to a credit rating issued by a credit 
rating agency registered in South Africa, it is 
submitted that this could be difficult, because a 
number of international credit rating agencies only 
have local affiliate registrations, for example,  Moody's 
Investors Service South Africa (Pty) Ltd and Global 

Noted.  
 
 
 
 
 
 
 
 
 
Only government bonds issued by US, 
UK, and ECB are eligible collateral. T-
Bills will be considered in the next 
round of collateral expansion. 
 
Only government bonds issued by the 
ECB are eligible collateral and not 
bonds issued by member states of 
ECB. 
Noted. The requirement will be linked 
to a credit rating issued by credit rating 
agency regulated by a securities 
regulatory authority that is a member 
of IOSCO (International Organization 
of Securities Commissions’)   

https://assets.isda.org/media/2d9a4dc4/ca668f9e-pdf/
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Credit Rating Co (Pty) Ltd and we do not think they 
would  apply for registration under the CRSA.                                                                                                                                                                                                                            
 
Accordingly, it is recommended that specific 
recognition to globally recognized credit rating 
agencies be provided upfront or that the requirement 
is dispensed with in the case of the types of securities 
listed. 

2.2. BASA Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope?  

4.   In the cases where two local counterparties need to 
exchange margin, a wider eligibility set of local assets 
would be beneficial and would also support the liquidity 
and efficiency in the South African market.  As it stands, if 
two local SA counterparts only exchange SAGB’s they 
believe they will be breaching the concentration limit 
restriction stipulated within the Joint Standard.  
➢ We do not think that was the intent, but we would 
like to highlight this matter for further clarity. 
Other local assets could include:  
- High-quality Corporate Bonds 
- Listed Shares included in major indices 
- Money Market Instruments 
5.   One consideration that the Authorities should take into 
account, is that when two local counterparties need to 
exchange regulatory IM, the cost of obtaining tier I foreign 
sovereign bonds becomes a costly exercise. It would be 
beneficial to the South African market if other local assets 
are also considered as eligible assets. The liquidity of 
these international bonds are impacted by the global 
implementation of the Basel regulations, as such the 
demand is high and impacts the price at which our 
members are able to secure these assets. Allowing the 
use of local assets would be highly beneficial for the 
balance sheet efficiency for the local providers and 
counterparties. 
6.    Another option could be to allow a wider scope of 
international assets such as supranational bonds and 
additional government bond issuers which is wider than 
the G7 countries (re Q1). 

The proposed additional collateral 
types have been noted.  The 
Authorities have undertaken a phased 
approach to expanding the current 
eligible collateral set and will consider 
expanding to other collateral types in 
future. 
 
 
 
 
 
 
 
 
 
 
 
The expansion to eligible collateral 
types is done under and in terms of 
Joint Standard 2 of 2020 – which 
speaks to OTC derivatives and 
derivatives providers specifically. As 
such, the proposals are out of scope of 
the purposes of this Discussion 
Document. However, the Authorities 
note the proposal from BASA and will 
seek engagement in this regard. 
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➢ In all the above scenarios, additional risk 
measures could be introduced as discussed in question 3. 
7. We refer to the previous BASA papers and 
discussions held. Although the conversations at that time 
centred on the Eligible Collateral [EC] for the purpose of 
mitigating counterparty credit exposure, we believe that 
the expansion in the scope of EC, will also benefit other 
market instruments, and not only OTC derivative 
instruments. 
➢ If the Authority was fully committed to continue 
these discussions, we could conduct independent market 
analysis to provide considerations for the items listed in 1 
above and: 

• Joint probabilities  

• Credit vs Equity  

• Consistency with and support of HQLA 

• Corporate Repo Markets 

• Large Exposure Regulations 

• Trading Book Repo 
2.3. BASA Q3. Are there any other 

risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

8 We do not believe additional risk management 
measures are required for the current set of eligible assets 
being SAGB, UST, ECB Bonds and UK Gilts.  However, 
should there be another market stress scenario such as 
Covid-19, or any market event leading to significant Rand 
depreciation, the cost to the South African market to raise 
foreign currency assets in order to margin Rand 
denominated exposures will be substantial.  
9 When the Authorities consider widening the above 
eligibility criteria and the quality of the collateral is not at 
the highest level i.e. AAA rating; risk management 
measures could be introduced to counter this impact.  
10 Risk mitigating factors could be increased to ensure 
that undue risk and volatility is not introduced into the 
margin pool.  
11 These factors could include greater concentration 
restrictions as well as increased haircuts in order to 
spread the risk and increase the buffer in stress scenarios. 

The risk management measures are 
part of the work being done by the 
Authorities to progress the full 
implementation of the Joint Standard. 
The requirements have been drafted 
pursuant to paragraph 6.2A of the Joint 
Standard which enables the 
Authorities to specify the necessary 
risk management measures applicable 
to the Joint Standard. 
The risk management measures are 
put in place for current and future 
eligible collateral sets to ensure undue 
risk is not introduced into the eligible 
collateral pool.  
At this stage, the Authorities are of the 
view that the proposed risk 
management measures are sufficient.  
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2.4. BASA Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

12 We believe our members have sufficient policies in 
place which are reviewed periodically. 

Noted.  

2.5. BASA Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

13. We believe most of our members use the Murex 
Core system which offers a full collateral management 
module. 
• This should be verified via bilateral engagements. 

Noted.  

2.6. BASA Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 
paragraph (paragraphs 
3.2.8 -3.2.9)? 

14. We think the monitoring of concentration limits will 
have to be looked into and may require system 
enhancement. 

The comment is noted and understood 
to mean that this must be considered 
by the counterparties and not the 
Authorities. 

2.7. BASA Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 
(paragraphs 3.2.10 – 
3.2.13)? 

15. We believe that our members have the necessary 
expertise to calculate the necessary concentration limits 
to be applied. 
16. With regards to reuse of collateral, we understand 
that the following processes are in place for governing the 
management of collateral reuse.  
• For ZAR assets: All ZAR assets settle via 
STRATE, and most members have or are in the process 
of opening segregated collateral account at the CSD in 
order to segregate all non-cash collateral received from 
counterparties. 
• For non-ZAR assets: Non-ZAR assets which are 
raised or placed as Regulatory IM are mostly traded 
and/or placed on Euroclear. 
• The Euroclear account set-up has account 
settings which need to be agreed to bilaterally with each 
counterparty at the onset of the account opening. 
• Firstly, for regulatory IM there is no-reuse allowed 
and this is stipulated on account level. 

Noted. Please refer to paragraph 4.3 of 
the Joint Standard on the 
circumstances in which collateral 
collected as initial margin may be 
rehypothecated, repledged, or reused. 
This matter needs to be addressed in 
another form of engagement and 
cannot be handled as part of this 
process. 
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• Secondly, any assets that have been raised within 
Euroclear for collateral purposes cannot be transferred out 
to the Euroclear ecosystem. 
• In the case of VM these assets may only be 
transferred within the Euroclear system to other 
counterparties with a Euroclear account. 
  This can be confirmed in bilateral engagements 
with all our members. 

2.8. BASA Any other general 
comments or concerns? 

None. Noted. 

3.1 International Swaps and 
Derivatives Association 
(“ISDA”) 

Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

ISDA’s members fully support expanding eligible collateral 
to include United States of America government bonds, 
European Central Bank government bonds, and United 
Kingdom government bonds. The current scope of eligible 
collateral is quite limiting, especially with cross-border 
trades with non-South African counterparties that may not 
hold an abundance of currently eligible collateral. It is 
important for the Financial Sector Conduct Authority 
(FSCA) and the Prudential Authority (PA) (hereafter, 
jointly referred to as the Authorities) to continue to engage 
with the market to identify opportunities for improved 
liquidity and counterparty risk management. Expanding 
eligible collateral to these high-quality liquid assets is a 
supported measure. 

Noted. The FSCA and PA (hereafter 
referred to as Authorities) have 
undertaken a phased approach to 
expanding the current eligible 
collateral set and will consider 
expanding to other collateral types in 
future. 

3.2 ISDA Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope 

At this time, the primary variance between South African 
non-centrally cleared over-the-counter derivatives 
transactions and other regulatory jurisdictions is the 
limited scope regarding South African government bonds. 
As demonstrated in the ISDA Eligible Collateral 
Comparison Chart by Jurisdiction, all other eligible 
collateral types are similarly in-scope with comparable 
haircuts to other regulatory jurisdictions. 
We do look forward to future consultations to remove the 
requirement to have corporate bonds ‘determined by the 
Authorities,’ as stated in the Joint Standard Amendment 1 
of 2023/Joint Standard 2 of 2020 - Margin Requirements 
for Non-Centrally Cleared Over-The-Counter Derivative 
Transactions. This requirement is not aligned with other 
regulatory jurisdictions. 

Noted. The Authorities have 
undertaken a phased approach to 
expanding the current eligible 
collateral set and will consider 
expanding to other collateral types in 
future. 
The Authorities do not agree with this 
comment to remove the requirement to 
have corporate bonds ‘determined by 
the Authorities,’ as stated in the Joint 
Standard Amendment 1 of 2023/Joint 
Standard 2 of 2020. Paragraph 
6.2(2)(d) of the amended Joint 
Standard reads as follows: “such high-
quality corporate bonds as may be 

https://assets.isda.org/media/2d9a4dc4/ca668f9e-pdf/
https://assets.isda.org/media/2d9a4dc4/ca668f9e-pdf/
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determined by the Authorities”. This 
means the Authorities may determine 
which high-quality corporate bonds 
may be used as collateral. This 
comment does not indicate why the 
Joint Standard must be changed or 
what issue will be resolved if the 
reference to corporate bonds is 
removed. 

3.3 ISDA Q3. Are there any other 
risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

There are no other risk management measures for the use 
of non-cash collateral that should be added. 

Noted. 

3.4 ISDA Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

Overall, ISDA’s members agree with the strategic themes 
of prudent risk management regarding collateral 
management policies, procedures, and processes, as 
noted in paragraph 3.2.5. However, the specifics of 
paragraph 3.2.6 seem overly detailed, and some are 
redundant. We recommend simplifying to: 
The policies, procedures, and processes shall include: 

1) terms of collateral agreements, types of collateral, 
and enforcement of collateral terms, including 
managing and administration of legal 
agreements; 

2) collateral-related dispute management; 
3) collateral and liquidity risk management, including 

stress testing under adverse market conditions; 
computation of collateral mark-to-market values, at least 
daily. 

Noted.  The Authorities have amended 
the paragraph accordingly. 

3.5 ISDA Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

ISDA’s members agree that using a collateral 
management system is one method of managing 
collateral valuations and inventory efficiently. However, 
some firms may find an outsourcer more cost-effective. 
Overall, the parameters listed in Collateral management 
systems paragraph 3.2.7 are valuable, but some items are 
too vague and could benefit from some additional details, 
some items are redundant, and other parameters may be 
too prescriptive depending on the firm’s choice of 

Noted. The Authorities have amended 
the paragraph accordingly. 
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collateral management operations (in-house vs. 
outsourced). 
Therefore, we recommend the following: 
A provider will use a collateral management system or 
outsourcer to manage collateral that shall include the 
following capabilities: 

1) allows for timely calculation and execution of 
margin calls, including posting, receiving, 
substituting, valuing (including limits) and 
liquidating collateral; 

2) allows for the accurate internal and regulatory 
reporting of levels of initial and variation margin; 

3) tracks the inventory of collateral available and the 
extent of re-use of securities held and posted as 
collateral; 

allows for future operational and eligible collateral 
flexibility. 

3.6 ISDA Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 
paragraph (paragraphs 
3.2.8 -3.2.9)? 

ISDA fully supports the proposals within valuation of 
collateral, paragraphs 3.2.8 and 3.2.9. No changes to the 
text are suggested. 

Noted.  

3.7 ISDA Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 
(paragraphs 3.2.10 – 
3.2.13)? 

ISDA fully supports the proposals within the Limit 
frameworks paragraphs 3.2.10-3.2.13. 

Noted.  

3.8 ISDA Any other general 
comments or concerns?  

ISDA appreciates the opportunity to provide comments 
and recommendations to the Authorities regarding the 
Expansion of Eligible Collateral Types and Risk Mitigation 
Protocols. At present time, the limited scope of eligible 
collateral within the government security category to only 
South African central government bonds is restrictive, 
especially for those non-South African counterparties that 
do not have an abundance of such bonds to post to South 
African-domiciled counterparties. This is an inhibiting 
factor for economic growth for South Africa. 

Noted. 
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Further, overall, we support the proposed risk mitigation 
protocols, but we have some recommendations to support 
simplified text with a principals-based approach. 
We recognize that this consultation supports the BCBS-
IOSCO Margin Requirements for Non-Centrally Cleared 
Derivatives, and that aligning South African non-centrally 
cleared over-the-counter derivatives transactions rules 
and guidelines with other global regulations will further 
support the South African  derivatives market. 

4.1 Liberty Group Limited Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

Liberty Group Limited is supportive of the eligible collateral 
types proposed. 

Noted.  

4.2 Liberty Group Limited Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope?  

We suggest the following additional inclusions – 
 
High quality sovereign bonds as follows: 
• Issuer Countries: Other G6 Government Bonds – 
Canada, France, Germany, Japan 
o With Minimum rating floor: A- (long term issuer 
default rating) 
• Issuer countries: Australia, Luxembourg, New 
Zealand and Norway, Austria 
o With Minimum rating floor: A- (long term issuer 
default rating) 
• Such other additional collateral as may be 
acceptable as suggested in the Collateral Schedule 
Template created by the ISDA Standard Collateral 
Schedule Working Group under Schedules 1 to 10 
thereunder. 
Supranationals as follows: 
• Supranational Debt Issue with Credit Rating: 
BBB- (long term issuer default rating) or better 
• Such other additional collateral as may be 
acceptable as suggested in the Collateral Schedule 
Template created by the ISDA Standard Collateral 
Schedule Working Group under Schedules 1 to 10 
thereunder. 
 High quality Corporate bonds: 

The proposed additional collateral 
types have been noted. The 
Authorities have undertaken a phased 
approach to expanding the current 
eligible collateral set and will consider 
expanding to other collateral types in 
future.  
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• Any Name that is A- rated (long term issuer 
default rating), or better 
• Corporate bonds on the ALBI (All Bond Index) that 
is rated AA- (national scale rating), or better 
Equities as follows: 
• Any counter on the JSE Top 40 Index 
Other assets: 
• SA Money Market Instruments, ZAR denominated 
o With a minimum rating of F3/P-3 - (short term 
rating) and BBB- (long term rating) 
• Negotiable certificates of deposit, ZAR 
denominated 
o With a minimum rating of F3/P-3 - (short term 
rating) and BBB- (long term rating) 

4.3 Liberty Group Limited Q3. Are there any other 
risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

No comment Noted. 

4.4 Liberty Group Limited Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

No comment Noted. 

4.5 Liberty Group Limited Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

No comment Noted. 

4.6 Liberty Group Limited Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 
paragraph (paragraphs 
3.2.8 -3.2.9)? 

No comment Noted. 
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4.7 Liberty Group Limited Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 
(paragraphs 3.2.10 – 
3.2.13)? 

No comment Noted. 

4.8 Liberty Group Limited Any other general 
comments or concerns? 

None Noted. 

5.1. The Standard Bank of 
South Africa Limited 
(“SBSA”) 

Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

Given that previously only South African Government 
bonds were recognized as eligible non-cash collateral, we 
are pleased to see the inclusion of the United States of 
America government bonds (UST), European Central 
Bank government bonds (ECB) and United Kingdom 
government bonds (GILTS). This selection of collateral is 
actively traded and available in the market and SBSA will 
be in a position to obtain these assets in order to comply 
with the Joint Standard. 

Noted. 

5.2. SBSA Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope? 

In cases where two local counterparties need to exchange 
margin, a wider eligibility set of local assets would be 
beneficial and would also support liquidity and efficiency 
in the South African market.  As currently drafted, if two 
local South African counterparts only exchange SAGB’s 
they will be breaching the concentration limit restriction 
stipulated within the Joint Standard. Clarity is required on 
whether this was the intention of the Authorities. 
Other local assets could include:  
- High-quality Corporate Bonds 
- Listed Shares included in major indices 
- Money Market Instruments 
When two local counterparties need to exchange 
regulatory IM, the cost of obtaining tier I foreign sovereign 
bonds becomes a costly exercise. It would be beneficial to 
the South African market if other local assets are also 
considered as eligible assets. The liquidity of international 
bonds are impacted by global implementation of Basel 
regulations which result in high demand and increases the 
price at which we are able to secure these assets. 
Allowing the use of local assets would be highly beneficial 

The proposed additional collateral 
types have been noted.  The 
Authorities have undertaken a phased 
approach to expanding the current 
eligible collateral set and will consider 
expanding to other collateral types in 
future. 
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for the balance sheet efficiency of local providers and 
counterparties. 
Another option could be to allow a wider scope of 
international assets such as supranational bonds and 
additional government bond issuers beyond just the G7 
countries. In all the above scenarios, additional risk 
measures could be introduced as discussed in question 3. 

5.3. SBSA Q3. Are there any other 
risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

We do not believe additional risk management measures 
are required for the current set of eligible assets being 
SAGB, UST, ECB Bonds and UK Gilts.  However, should 
there be another market stress scenario such as Covid-
19, or any market event leading to significant Rand 
depreciation, the cost to the South African market to raise 
foreign currency assets to margin Rand denominated 
exposures will be substantial.  
When the Authorities consider widening the above 
eligibility criteria and the quality of the collateral is not at 
the highest level i.e. AAA rating; risk management 
measures could be introduced to counter this impact.  
Risk mitigating factors could be increased to ensure that 
undue risk and volatility is not introduced into the margin 
pool. These factors could include greater concentration 
restrictions as well as increased haircuts to spread the risk 
and increase the buffer in stress scenarios. 

The risk management measures are 
part of the work being done by the 
Authorities to progress the full 
implementation of the Joint Standard. 
The requirements have been drafted 
pursuant to paragraph 6.2A of the Joint 
Standard which enables the 
Authorities to specify the necessary 
risk management measures applicable 
to the Joint Standard. 
The risk management measures are 
put in place for current and future 
eligible collateral sets to ensure undue 
risk is not introduced into the eligible 
collateral pool.  
At this stage, the Authorities are of the 
view that the proposed risk 
management measures are sufficient.  

5.4. SBSA Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

These proposals are acceptable to SBSA as we have 
sufficient policies in place which are reviewed periodically.  
Please see below list of policies which will be sent on 
request of the Authorities: 
- Collateral Policy   
- Dispute Resolution Policy   
- Collateral Dispute Resolution Procedure   
- Collateral Business Operating model 

Noted.  

5.5. SBSA Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

These proposals are acceptable to SBSA which uses 
[system name] that offers a full collateral management 
module. The system has the following capabilities: 
 
- Loading of collateral agreement terms. 

Noted. 
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- Management of counterparty exposure and 
collateral positions. 
- Calculation of daily margin (IM and VM).  
- Can accommodate SIMM methodology. 
- Execution and valuation of cash and non-cash 
collateral. 
- Offers the monitoring of all OTC agreements 
AANA in order to determine if the agreement is in scope 
for regulatory IM. 
- Application of the regulatory thresholds. 
- All movements in collateral can be efficiently 
effected in a timely manner 
- Dispute management  
 
In addition, the bank also has a segregated account in 
place at the various custodians (STRATE for local assets 
and Euroclear/Clearstream for international assets). The 
segregated account only holds collateral positions 
whether it is transferred bilaterally or via tripartite 
arrangements.  
In the case of tripartite arrangements, the assets are also 
ringfenced within the triparty agent universe. 

5.6. SBSA Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 
paragraph (paragraphs 
3.2.8 -3.2.9)? 

These proposals are acceptable to SBSA and will be 
compatible with the [system name] which we use, and 
which has the functionality to meet the below 
requirements: 
- Mark-to-market all trade exposures and collateral 
on a daily basis. 
- Loading of eligibility criteria for all collateral assets 
which are acceptable to the bank.  
- Loading and management of relevant haircuts on 
various assets or issuers. 
The monitoring of concentration limits may require system 
enhancement. 

Noted.  

5.7. SBSA Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 

SBSA uses [system name] which offers the following 
functionality: 

- Eligibility sets can be set at counterparty 
agreement level on the following metrics: 

o Issuer 

Noted. 
 
 
 
Noted. 
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(paragraphs 3.2.10 – 
3.2.13)? 

o Issuer Sector 
o Instrument Type 
o Currency 
o Country / jurisdiciton 
o Relevant haircuts 

The market risk team at SBSA has the necessary 
expertise to calculate the necessary concentration limits 
to be applied. 
With regards to reuse of collateral, the following processes 
are in place for governing the management of collateral 
reuse.  
For ZAR assets: All ZAR assets settle via STRATE. SBSA 
has opened a segregated collateral account at the CSD in 
order to segregate all non-cash collateral received from 
counterparties. 
For non-ZAR assets: Non-ZAR assets which are raised or 
placed as Regulatory IM are currently traded and/or 
placed on Euroclear. 
The Euroclear account set-up has account settings which 
need to be agreed to bilaterally with each counterparty at 
the onset of the account opening. 
Firstly, for regulatory IM there is no-reuse allowed and this 
is stipulated on account level. 
Secondly, any assets that have been raised within 
Euroclear for collateral purposes cannot be transferred out 
to the Euroclear ecosystem. 
In the case of VM these assets may only be transferred 
within the Euroclear system to other counterparties with a 
Euroclear account. 

Please refer to paragraph 4.3 of the 
Joint Standard on the circumstances in 
which collateral collected as initial 
margin may be rehypothecated, 
repledged, or reused. 
 
This matter needs to be addressed in 
another form of engagement and 
cannot be handled as part of this 
process. 

5.8 SBSA Any other general 
comments or concerns?  

None Noted.  

6.1. Standard Chartered Bank 
– Johannesburg Branch 

Q1. Are there any 
comments related to the 
proposals set out in 
paragraph 3.1 of the 
Discussion Document? 

With respect to paragraph 3.1.1 on the Discussion 
Document, are all types of government bonds eligible? For 
example, does USA governments bonds include 
mortgage bonds, TIPS, Treasury Notes in addition to 
Treasury Bills?  
 
 

Only government bonds issued by US, 
UK, and ECB are eligible collateral. T-
Bills, Treasury Notes and others will be 
considered in the next round of 
collateral expansion. 
Only bonds issued by the ECB are 
eligible collateral and not bonds issued 
by member states of ECB. 
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Does European Central Bank government bonds mean 
government bonds issued by an EU member state, or EEA 
member state (which would include Norway)? Or ECB 
eligible bonds? Or a more limited list of EU government 
bonds, e.g. Germany, Netherlands? 

6.2. Standard Chartered Bank 
– Johannesburg Branch 

Q2. Are there other 
collateral assets or 
instrument types that 
must be included in the 
scope? 

We welcome the expansion of eligible collateral; however, 
we note that the requirements are considerably more 
restrictive than provided in other regimes, and where we 
are already subject to another regulatory jurisdiction in 
addition to South Africa, we would have to restrict our 
eligible collateral terms. Has consideration been given to 
including the Government Bonds of other G7 nations, 
such as Japan or Canada? Has consideration been given 
to including supra-national bonds? European Investment 
Bank, IMF, IRDB? 

Noted. The Authorities have 
undertaken a phased approach to 
expanding the current eligible 
collateral set and will consider 
expanding to other collateral types in 
future.   

6.3. Standard Chartered Bank 
– Johannesburg Branch 

Q3. Are there any other 
risk management 
measures for the use of 
non-cash collateral that 
need to be added? 

None Noted. 

6.4. Standard Chartered Bank 
– Johannesburg Branch 

Q4. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
policies, procedures and 
processes” paragraph? 
(paragraphs 3.2.5 – 3.2.6) 

None Noted. 

6.5. Standard Chartered Bank 
– Johannesburg Branch 

Q5. Comments or 
concerns regarding the 
proposals in the 
“Collateral management 
systems” paragraph 
(paragraph 3.2.7)? 

None Noted. 

6.6. Standard Chartered Bank 
– Johannesburg Branch 

Q6. Comments or 
concerns regarding the 
proposals in the 
“Valuation of collateral” 

None Noted. 
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paragraph (paragraphs 
3.2.8 -3.2.9)? 

6.7. Standard Chartered Bank 
– Johannesburg Branch 

Q7. Comments or 
concerns regarding the 
proposals in the “Limit 
frameworks” paragraph 
(paragraphs 3.2.10 – 
3.2.13)? 

None Noted. 

6.8. Standard Chartered Bank 
– Johannesburg Branch 

Any other general 
comments or concerns? 

None Noted. 


