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NOTICE TO MEMBERS
No. 2015 — 036
March 12, 2015

SELF-CERTIFICATION

AMENDMENT TO THE RISK MANUAL OF THE CANADIAN DERIVATIVES
CLEARING CORPORATION TO ADDRESS THE STRESS TESTING FRAMEWORK

On October 22, 2014, the Board of Directors of the Canadian Derivatives Clearing Corporation
(CDCC) approved amendments to the Risk Manual of CDCC. CDCC wishes to inform the
Clearing Members that this amendments have been self-certified pursuant to the self-certification
process set forth in the Derivatives Act (R.S.Q., ¢ 1-14.01) and in accordance with the “Rule
Change Requiring Approval in Ontario” as described in CDCC’s Recognition Order by the
Ontario Securities Commission.

The purpose of the amendments is to review the Stress Testing Framework and continue to
ensure that CDCC has sufficient financial resources during extreme but plausible market
conditions. In addition, evaluating the risk profile of the Clearing Members through various
stress tests will ensure the robustness of the risk framework.

You will find attached hereto the amendments set to come into force and to be incorporated into
the version of the Risk Manual of CDCC that will be made available on the CDCC website at
www.cdcc.ca as of March 13, 2015. However, the new Stress Testing Framework will be
effective as of March 16, 2015.

If you have any questions or concerns regarding this notice, please contact CDCC’s Corporate
Operations department or direct your e-mail inquiries to cdcc-ops@-cdcc.ca.

Glenn Goucher
President and Chief Clearing Officer

Canadian Derivatives Clearing Corporation

The Exchange Tower 800 Victoria Square
130 King Street West, 5 Floor 3 Floor
Toronto, Ontatio Montréal, Québec
M5X 12 H47Z 1A9

Tel. : 416-367-2470 Tel. : 514-871-3545
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STRESS SCENARIOS

The Corporation uses variousfedr stress scenarios to evaluate the URRbiggestloess
amongstall Clearing-Membersand their Affiliate(s). Stress scenarios are intended to

assess the impact of extreme but plavisible market conditions. This resulting

Qotentral Ioss is utilized to determrne the size of the Clearrng Fund A—shertfau—rs

greatest—sherﬁaH—The stress scenarios are applled on a dallv ba3|s in order to
estimate the risk exposureuse-end-of-meonth-pesitiens.

The Corporation also uses stress tests to monitor the risk of each Clearing Member.
Such stress tests_take into consideration potential movements in the vield curves,
equity return, stock indices return, implied volatility and exchange rate.

het : b used byt ion are:

»—Black-Monday(1987)
> Fi ial Crisis { ;
»—Russian-Default (1998)
»—Bond-Market Crash-{1994)

The Corporation regularly assesses whether it is appropriate to add other stress
scenarios to the existing scenarios.
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EMF™M_FETSE Emerging-Marketsthdex

BAX™__Three-Month-Canadian




EMF™ —FTSE Emerging Markets-Index
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