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FIMCIR/2022-23/34
Mar 03, 2023
To ALL MEMBERS / STAKEHOLDERS
Sub: Credit Default Swaps (“CDS”) issued under the Master Directions – Reserve Bank of India (Credit Derivative) Directions 2022 vide Circular No RBI /2021-22/88/FMRD.DIRD 10/14.03.004/2021-22 dated 10th February 2022.
As per the Master Direction – Reserve Bank of India (Credit Derivative) Directions 2022 (“Master Directions”), Fixed Income Money Market and Derivatives Association of India (“FIMMDA”) shall devise standard master agreement/s for the Indian CDS market in consultation with the Market Participants and based on international best practices. The directions can be accessed from the link given below.
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=12226&Mode=0
Please see below the relevant paragraphs from the Master Directions: 

Quote: 

8.3 Standardization

(i)Fixed Income Money Market and Derivatives Association of India (FIMMDA) in consultation with Market Participants and based on international best practices, shall devise standard master agreement/s for the Indian CDS market which shall, inter-alia, include credit event definitions and settlement procedures. 

(ii) FIMMDA shall, at the minimum, publish the following trading conventions for CDS contracts: 

(a) Standard maturity and premium payment dates;

(b) Standard premiums; 

(c) Upfront fee calculation methodology; 

(d) Accrual payment for full first premium;

(e) Quoting conventions; and

(f) Lookback period for credit events.

9. Credit Derivatives Determinations Committee

(i) FIMMDA shall set up a Credit Derivatives Determinations Committee, consisting of market-makers and users in credit derivatives as voting members. FIMMDA shall ensure that users are adequately represented in the Committee. The Committee may also include central counterparties as observer members and legal/audit/consultancy firms as consultative members. 

(ii) FIMMDA shall establish rules for governing the activities of the Credit Derivatives Determinations Committee in line with international best practices.

Unquote:

Accordingly, FIMMDA has devised, in consultation with Market Participants and other Stakeholders, Standard Terms covering Credit Default Swaps, (applicable for OTC CDS Transactions) which are placed at Annexure-1. 

The same can also be accessed on FIMMDA website:
https://www.fimmda.org/uploads/general/Standard_CDS_Term_sheet_FINAL_03032023.pdf
The Standard Terms covering Credit Default Swaps are intended to bring in uniformity and standardization in the market and does not intend to restrict the freedom of the parties to bilaterally decide terms and conditions different from as suggested herein subject to such terms being not in contravention of any law/regulatory guidelines. 

FIMMDA together with International Swaps and Derivatives Association Inc. (ISDA) has devised a Standard Master Credit Derivatives Confirmation Agreement for Indian Credits (MCA), which is available on ISDA website as a free download (requires login). A link is also provided on FIMMDA website. 

 https://www.isda.org/book/master-credit-derivatives-confirmation-agreements-for-indian-credits/
In addition, as directed by the Reserve Bank of India (“RBI”), FIMMDA has set up a Credit Derivatives Determinations Committee (“CDDC”) w.e.f. 3rd March 2023. 
The List of CDDC members, to start with, is as given hereunder:

1. Axis Bank Limited

2. ICICI Bank Limited

3. Kotak Mahindra Bank Limited

4. State Bank of India Limited
Juris Corp Advocates and Solicitors - Legal Consultative member

https://www.fimmda.org/uploads/general/CDDC_Members_List1_03032023.pdf
FIMMDA also published the following standard documents governing the CDDC and these documents can be accessed from FIMMDA website. 

(a) Credit Derivative Determination Committee Rules 

https://www.fimmda.org/uploads/general/INDIAN_CREDIT_DERIVATIVES_DETERMINATIONS_COMMITTEE_RULES__02032023.pdf
(b) Credit Derivative Determination Committee Agreement 

https://www.fimmda.org/uploads/general/Standard_Agreement_for_Indian_Credit_Derivatives_Determinations_Committee_Rules__02032023.pdf
Please note, that in accordance with the Master Directions, the CDDC set up by FIMMDA would also be governing exchange traded CDS contracts, as per Master Directions.

The Product Conventions (Standard Term Sheet) are to be read along with Master Directions and such other directions as may be issued by RBI from time to time. 

All Market Participants in CDS shall have internal policies / procedures duly approved by Board/ Equivalent Committee/ Equivalent Forum/ relevant Management Committee for CDS. These should cover policies / processes related to permitted products, risk limits, system capabilities, valuation, accounting, reporting, managing of conflict of interest, ethical conduct, client suitability and appropriateness etc.

Market Participants to ensure that all client transactions are conducted in consonance with the comprehensive CDS guidelines or its equivalent published by RBI or FIMMDA with strong focus on client suitability & appropriateness and pricing transparency and disclosures. 

         Sd/-

         G. Ravindranath
         Chief Executive Officer
