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In 2015 the Chairs of the FSB Standing Committee

on Supervisory and Regulatory Cooperation (FSB

SRC), the FSB Resolution Steering Group (FSB

ReSG), the Committee on Payments and Market

Infrastructure (CPMI), the International

Organisation of Securities Commissions (IOSCO),

and the Basel Committee on Banking Supervision

(BCBS) (together “the Committees”) constituted

an ad hoc study group (the Study Group on Central

Clearing Interdependencies (SGCCI)) to identify,

quantify and analyse interdependencies between

central counterparties (CCPs) and major clearing

members and financial service providers, and the

resulting systemic implications.

Given the rise of central clearing, in particular

following post crisis reforms to derivatives markets,

the Committees identified the need to better

understand the interdependencies in central

clearing. In many cases, CCP membership is drawn

from a common group of large banks, many of

which are also important providers of financial

services to CCPs (such as liquidity provision, lines

of credit, custodianship, settlement and cash

management). These interdependencies are often

cross-border.

To further understand and quantify the

interconnections between CCPs and the rest of the

financial system, the Committees started work in

2016 to globally map interconnections between

CCPs, clearing members and other financial

institutions that provide financial services which

are critical to the operations and viability of CCPs.

Data was collected from 26 CCPs, across 15

jurisdictions in North America, South America,

Europe and Asia-Pacific. This effort was aimed at

providing a comprehensive overview of the

connections between different aspects of the central

clearing system while focusing, where possible, on

the types of connections that could lead to

potential contagion.

CCPs are an important part of the financial system.

Their importance has grown significantly since the

financial crisis and their importance is likely to

grow over the coming years as central clearing

continues to expand. Central clearing is intended

to reduce the risk of contagion in financial markets,

but it does not eliminate it. As part of the broader

financial system, CCPs maintain a number of

relationships with other financial institutions that

either make use of services offered by the CCP or

provide important services to the CCP that are

necessary for its operation in both normal times

and times of stress. It is also the case that several

CCPs often maintain relationships with the same

financial institutions which creates a complex

network between multiple CCPs and the financial

inst i tut ions with which they maintain

relationships. Understanding this network on a

broad and comprehensive scale is important for

assessing the state of the central clearing system.

This report utilises a novel data set that contains

comprehensive information about a global set of

CCPs, their members and other critical service

providers such as custodians and investment

service providers to empirically map the resulting

CCP network. The report attempts to shed light on
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the interdependencies between CCPs and different

aspects of the financial system. The results indicate

that there is a wide range of patterns in

interconnectedness across the several networks that

CCPs maintain with different types of financial

entities (e.g. members, settlement banks,

investment counterparties, and so on), and

indirectly across different CCPs.

The data collected for and analysed in this report

provide valuable insight into the central clearing

system at another point in time. When compared to

the 2016 exercise, this report's findings appear

qualitatively similar. Financial institutions and

CCPs appear no more or no less interconnected in

the different network layers than they were in 2016.

The distribution of assets and flows across CCPs

and other entities also generally do not appear to

show substantial change. Taken together, this

suggests network structures and interdependencies

that have been relatively steady over the course of

thirteen months.

Source: www.bis.org
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