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KSD: Profile (as of Aug 2018) KSD

" History: Established as Korea Securities Settlement Corporation in 1974
Re-established as Korea Securities Depository in 1994

" Entity Character: Non-profit seeking, special public organization under FSCMA"

* Financial Investment Services and Capital Market Act

" Function: Centralized deposit, book-entry transfer, etc S

= Shareholders: 57 institutions Daejeon

Branch Daegu

Branch

" Employees: 651 Gwangju "

Branch

" Organization: 8 Divisions, 29 Departments
3 Branches

" Location: Busan HQ, Seoul office,
Ilsan center, H.K Rep office
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KSD: Numbers (As of end of 2017) KSD*"

Eligible Participants Market Value of
Depostted Securtties

1,244 3,997 trillion krw

(3.6 triflion usd)

Foreign
depositories
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CSD & Back-office Operations: Housekeeping & Plumbing KSD

" Housekeeping & Plumbing in Cross-Border Investment (CBI)

« Determination of whether a country has potential investment opportunities or not
(s influenced by a number of factors, especially related to size, quality of
“Housekeeping,” (macroeconomic policies, political economy, local financial
markets, corporate governance, and so on), and efficiency of “Plumbing” (legal and

requlatory framework, taxes, custody, clearing and settlement and so on)
(Housekeeping and Plumbing: The Investability of Emerging Markets, J.Ladekarl & S.Zervos, WB,2004)
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Plumbingissues can bea hassle, whichiswhy we offer
upfront pricng and 1009% satisfacton guaranteed!
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CSD & Back-office Operations: Inefficient PlLumbing KSD

" A Case: Plumbing fails in CBI

* "My local broker continuously delays cash-repatriation even couple of weeks after
sell trades were settled. Operational cost (s going up. My clients keep complaining .
Can you consider to officially provide custody for this market ?
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= Solution by KSD

Fact-finding: Obstacle & probability

Cooperate with relevant entities (GC, local regulator/CSD/exchange, etc)
Tallor-made solution to launch custody through GC network
Having more Korean brokers entering in the market
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CSD & Back-office Operations: Securities Market Infrastructure KSD

= CSD as Securities Market Infrastructure to support CBI activities

* C(Central securities depositories (CSDs) are systemically important entities that are
critical for effective implementation of monetary policy, the credibility of a
government’s debt management program, collateral management, and safe and

efficient securities markets...... (IME Mar 2018)

(Global Map of CSDs, IMF)

= | v" Role of CSD in enhancing the well-

> ol , functioning of securities markets not
w : w‘ only tn domestic but also in cross-
t‘”.
‘ X

border market
{ | N =~
= , v “

v CSD as SMI maximizes investment
v effictency in CBI
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CSD & Back-office Operations: Background
" More CSDs jumping into CBI support services

= Globalization of investment activity
* New investment source in search of higher returns

c®
oo o] I
== ‘ﬁ‘-*‘"g, "’ * Risk management by allocating portfolio in diverse markets
@ 17 s
$@ * Deregulation to open doors to foreign investors

= Diversification of CSD business
Cross-Border

CSD evolution
. services
A
Multiple markets & intermediaries

Advanced
Conventional ./~ services

services
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Asian CSDs’ Experience: Cross-Border Services

KSD
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Asian CSDs’ Experience: KSD Cross-Border Services - History

KSD
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@ 000 WELCOME TO KSD 1974 1982 198 1990
* Morea Secunties Settlement * Book-eniry transfer for * Centralized deposit of * Beqins custody services
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B R I E F Corporaton founded band trading lzunched securties implementad far Korean securities
issued overseas
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A4 G:vl.c:l-.iapusﬂ arc,’LJ. it Pe C u stod Lan of D R : ran-listed stocks trading stared
service stared . .
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(W) /\ . original shares
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2004

= Begins Mational Housing Bende
issuance through registration |
» Fundhlet platform launched fort

indirect imestment assst deposit

and settlement

<
2017

* 5LE Collaters! Trarsaction
service launched

2 2010 2011

. ] E . = Elertronic wati gement * Represzntative office opaned
« KDR depositary :: « Foreign stock e K kel lched. inorg Kore
........................................ ar °
. matching for funds Y
e
)\/\
4 + - 4 ] /
2016 2015 2014 2013 20 1 2
* Central Registry Senices * Legal entityidentifier |LEI * Custody and settlement servica for * Securities nformation Portaf ***** 27ttt st TR pRsn A AR 00 m 00
for Seourities- type Crowdiunding ISSUAnCe serice comimenoed

qold spot market lsunched

* Endorzed as pra-LOU of the Intenm
Global Legal Ertity [dentifier
System [GLEIS|

[CrowdMet] lzunched + DWP system for RME denominated
bends lzunched

= PensionClear system launched

s .« Off-shore fund
setflement of equity p latfo rm
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Asian CSDs Experience: KSD Cross-Border Services - Classification KSD

= Based on User & Market

Foreign

® (2007) KDR Depositary

User

9 (1998) Local Custodian

® (1994) Custodian of DR
Original Shares

Korean

® (1994) Global Custody

® (2009) Foreign Stock
Matching for Funds

® (2012) Off-shore Fund
Platform

Primary market

Secondary market
Market

N\

Mandatory

Competition
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Asian CSDs Experience: KSD Cross-Border Services, Global CustodyKSD **

= Overview

* Most representative cross-border service

« Comprehensive service for resident investors to directly invest in foreign securities

 Settlement, safekeeping and corporate actions
« Mandatory: No exception for Korean brokers

® Structure

Korea : Overseas
|
Brokers |
JANDATORY - cuc ;;g[_— \mm o citi HSBC <>
Q vusa 28 (Wyvey » |
o Qe esNHawa & s - _
' * <& HSBﬁffﬂ ’ * KSD ' ?’ " ceesean 4%
Investors A A A :
SAFE* ISO150p2
proprietary swift |
message messade

. . |
« 5 service providers (2 GC, 21CSD, 1 LC)

* Domestic proprietary message < ISO15022 swift message

U mp’e(17) Amerﬁca(S)

AI\}TE A(2 @&a PaCLftceLZ)
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Asian CSDs Experience: KSD Cross-Border Services, Global CustodykKSD

" Numbers as of end of 2017

Markets Bil USD Bil USD Annual settlement
worldwide  held in custody annual settlement amount transactions

" Market & Stock (Excluding Eurobond market, amount in custody, as of June 2018)
43% [5.5 bil usd]

14% 15%
12%
7% 6%
i =
us

etc Vietnam Brazil JAPAN China

\ 1.9% [665 mil usd]
1.3% [451]
1 0.8% [270]

0.7% [238]

0.7% [236]
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Asian CSDs Experience: KSD Cross-Border Services, OFP

KSD
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= Overview of OSP(Off-shore Fund Platform)

= Standardization & Automation

Before

Extension of global custody into investment funds
Comprehensive service for domestic FoF to invest in foreign-domiciled fund

AC management, order routing, settlement, safekeeping and corporate actions
Voluntary: One option out of TA, global platform and KSD platform

After

TA 1
TA 2
TA3

ICSD

ICSD

Automation

* S\xl FT

ccr (15020022 & 15022)

TA 1
TA 2
TA3
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Asian CSDs Experience: KSD Cross-Border Services, OFP KSD

" Structure

* First utilization of ISO20022 fund messages in KR

(1) Order request

(CCF) & Order instruction (SWIFT
MX message :

- — == Setr.010.001.03)

1 1
1 L e e e ——— N Transfer
1 1 I '
i A : 1 @ Order status report ' Agent

e _ _'“j?e_r .\ : (SWIFT : Setr.016.001.03) ¥ Clearstream = crder Cép

] fii 1 = g
) PN

® ' @ Order Py ., -~ N "':E" _ Standardization placed —
Management (CCF ”_ - ] Fundhet <= — — — — — — — > ~ -———— —
tnstruction : @ NeWle "’b Automation Euroclear @ Order
(Automatic) ' confirm . CF) ) /4 - 1 settled
I_ ________ - i ] : ] —
ChH T e e e e e e o — — ]
Trustee compoig %
e | : & Order confirmation
1 1 (SWIFT : Setr.012.001.03)
_____
2 Order 10 Settlement confirmation
approwval (Web) (SWIFT : Setr.016.001.03)
N -

" Numbers as of July 2018

asset managers custodians domestic FoFs

off-shore funds bil USD in custody
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lll. Implications
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Implications: Words to AECSD KSD "

" New growth engine of CSD

o =7% out of KSD total revenue(as of 2017)

« Potential
v' Potential revenue increase
v' Opportunity of collaboration with global players
v' Establish presence

" Timing for CSD to consider cross-border services

* Cross-border services of KSD vs GNI per capitainKR s

................... . 27 892 27 681

RO, 3 12 729

1990 1994 1998 2002 2005 2006 2010 2012 2014 2016 2017

15t AECSD Conference 14



KSD

Thank You

Leslie (J.H) Park

Global Business Department

Korea Securities Depository
moonmad@ksd.or.kr, contact@ksd.or.kr

The information contained in this document may not be reproduced in any form without the express permission of Korea Securities Depository and in the case
of such authorized use, care must be taken to ensure that this is a form which accurately reflects the information presented herein.

Whilst Korea Securities Depository believes that the information is correct at the date of issue, no warranty or representation is given to this effect and no
responsibility can be accepted by Korea Securities Depository to any intermediaries or end users for any action taken on the basis of the information.



