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The Association of Corporate Treasurers

The Association of Corporate Treasurers (ACT) is the only professional treasury body with a Royal charter. We set
the global benchmark fortreasury excellenceand we lead the profession through ourinternationally recognised
treasury qualifications, by defining standards and by championing continuing professional development. We are
the authenticvoice of the treasury profession representing the interests of the real economy and educating,
supportingand leading the treasurers of today and tomorrow.

For furtherinformation visit www.treasurers.org

Guidelines about ourapproach to policy and technical matters are available at
www.treasurers.org/technical/manifesto.

This briefing note is written in generalterms and draws extensively on materials published by various working
groupsinvolved in the development of this Code. It does not constitute advice, whetherinvestment or otherwise.
Readers should therefore seek professional advice before taking any steps in relation to the subject matter of this
briefing note, and this briefing note should not be relied upon as a substitute for such advice. Although the ACT has
taken all reasonable carein the preparation of this briefing note, no responsibility is accepted by the ACT forany
loss, however caused, suffered by any person in reliance on it.
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Executive Summary

This Briefing Note is written with corporates in mind and therefore highlights those points of particular
relevance to them.

The ACT recommends that all readers of this Briefing Note review the entire ‘FX Global Code’ and ‘Report
on Adherence’ when deciding the most appropriate response for their organisation.

What is the FX Global Code?

The purpose of the FX Code is to promote the integrity and effective functioningof a robust, fair, liquid, open and transparent
FX market in which Market Participants can confidently and effectively transactina manner that conforms to acceptable
standards of behaviour.

The FX Global Code (FX Code) is a voluntary code setting out principles of good practicein the wholesaleforeign exchange
market (FX market). The FX Code does not imposelegal or regulatory obligations on Market Participants but, by identifying
good practices,itis intended to serve as a supplement to local laws, rulesand regulations.

Why was it developed?

The FX Code was developed inresponse to a number of incidents thatresulted inaloss of trust in the effective functioning of
the FX market. It was developed by a partnership between central banks and Market Participants from 16 jurisdictions around
the globe to providea common set of guidelines for the wholesale foreign exchange market.

Whodoes it apply to?

Although the FX Code is voluntary,itis intended to apply to all Market Participants.
A Market Participantis defined as an entity thatis activeinthe FX markets as a regular partof its business — this definition
captures corporate treasury departments when entering into external FX transactions.

Importantly, whilstitapplies to all Market Participants, there is a concept of proportionality embedded inthe FX Code. That is
to say, the FX Code is expected to apply to all Market Participants, butthe details of how it may apply can depend on the
nature and extent of their activityinthe FX market. Broadly, the steps that a very active Market Participantthatengages in
complex transactionstakes to alignits practices with the Code may be different to those taken by less active participants.

How is it structured?

The FX Code is principles based, to encourage active consideration of how best to integrate the desired behaviours into the
day-to-day activities of Market Participants (and to avoid adherence becoming a box ticking exercise).

Itis organised aroundsixleadingprinciples covering:
e  Ethics:
e Governance:
e Execution
e Information Sharing:
e RiskManagement and Compliance:
e Confirmation and Settlement Processes

@ The Association of Corporate Treasurers 2



The process of adoption

The ‘Report on Adherence’? sets out a blueprintfor the widespread adoption of the Code.

One key element of this blueprintis the suggested approach for Market Participantsto take when planning howto adopt the
FX Code’s principles into the day to day activities of the treasury team.

It recommends that they consider:

® How the FX Code is embedded in a market participant’s practices;
® How a market participantwill subsequently monitorits practices againstthe FX Code; and
® How a market participantmight demonstrate its adherence to the FX Code.

Although voluntary, central banks and regulators aretakinga closeinterestinthe implementation process and the publishing
of statements of commitment to this Code by Market Participants.

What does it mean for corporates?

The FX Global Code imposes a series of Rights and Obligations on all Market Participants?,including corporates:

® Obligations:adoption of the FX Code (as appropriate) to embed good practiceinthe dayto dayactivities of the
organisation

® Rights:anexpectation that counterparties inthe FX market have adopted the standards of good practiceand
behaviours expected under the FX Code

All FX Market Participants havea roleto playin promoting and upholding good practices inthe market as a whole.
This can be achieved through leading by example, by havingsimilarexpectations of counterparties and other Market

Participantsand by helpingto raiseawareness of the FX Code in their market interactions.

The widespread adherence to the voluntary FX Code will only come about if firms judge it to be intheir interest and take the
practical steps to ensure the FX Code is sufficiently embedded in their practices

From a corporate perspective, encouraging counterparties to adhere to the FX Code raises thebar for good practiceacrossthe
entire market - which canonly be beneficial inthelong term.

Key points:

The FX Code is global

The FX Code is voluntary

It applies toanyone who is ‘active’ inthe FX markets — a Market Participant

Itis principles based —to encourage participants to actively thinkaboutwhat they aredoing

The FX Global Code is not designed to provide definitiveanswers, but it should help identify the right questions
when thinking about good practice

® Proportionalityis key—i.e. the nature, complexity and scale of market activity will informthe steps a Market
Participanttakes toadhere to the Code

® Adoption of the FX Code is best achieved by embedding, monitoring and demonstrating adherence

® There is one overarchingprinciple: “Market Participants should strivefor the highest ethical standards.”

1ReportonAdherence to the FXGlobal Code http://www.bis.org/mktc/fxwg/adherence_report.pdf
2 SpeechbySarahJohn, Head of SterlingMarkets Division, Bank of England

http://www.bankofengland.co.uk/publications/Pages/speeches/2017/982.aspx
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What should | do next?

® Read this briefing note for an overview
® Read through the FX Global Code identifyingthose principles that may be relevant for your organisation
® Read the Report on Adherence for guidanceon how to integrate the FX Code into the organisation

® Undertake a Gap Analysis between your organisation’s existing policies and procedures and the principlessetoutin
the FX Code

e |dentify anychanges required in day-to-day activities in order to adopt the FX Code
® Develop animplementation planandtimeline to shareinternally and with internal/external auditors if appropriate
® Decide whether (and who) will sign the Statement of Commitment

® Discuss with your counterparties how the FX Code will alter their behaviour

Market Participants should befamiliarwith the FX Code, how it might be relevant to them and their counterparties, and
consider how they canadopt the FX Code ina proportionate manner.
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What is the FX Global Code?

The FX Global Code (FX Code) is a voluntary code setting out principles of good practice and providinga common set of
guidelines for the wholesaleforeign exchange market. It does notimpose legal or regulatory obligations on Market
Participants but, by identifying good practices, itis intended to serve as a supplement to local laws, rules and regulations.

The FX Code replaces several different Codes which previously existed in various corners of the FX market.

Inthe UK, this was the NIPs Code (Non-investment Products), which has now been superseded by a combination of the FX
Code, the UK Money Markets Code (covering unsecured deposits from the old NIPs Code as well as repos and securities
lending previously covered elsewhere), and the Global Precious Metals Code (coveringbullion).

The FX Code covers all of the wholesale FX industry - the sell side, the buy side, infrastructure providers, bankand non-bank
participants; central banks and privatesector; developed and emerging markets.

Its intended reachis global -itwas developed by a partnership between central banks and Market Participants from 16
jurisdictions around the globe to provide.

The steps different Market Participants will taketo align their activities with the principles of the FX Code will differ, reflecting
the size, complexity, nature and extent of their engagement with the FX market. The FX Code has been purposely drafted to
enable proportionateadoptionand adherence.

Insummary, there arethree important points worth highlighting:
® |t'sasinglecodefor the whole industry (universal)
® |t'sa global codeand
® |tisvoluntary

Why has the FX Global Code been developed?

The foreign exchange market is arguably the oldest, largestand yet one of the most rapidly evolving financial markets in the
world. However, its very nature has thrown up a number of challenges:
® Changes intechnology have levelled the playingfield for Market Participants, butattimes these changes have left less
activeplayers atan information disadvantage;
® No singleregulatory body oversees the foreign exchange market. Instead, participants havebeen guided by regional
regulations, multiple codes of conduct and numerous sets of best practices;and, most importantly
® The global financial crisis, followed by several very specificincidents in theforeign exchange market, has contributed
to aloss of publictrustin Market Participantsandin their abilityto actinthe bestinterests of end-user clients andin
the effective functioningof the FX market.

Inresponse to these challenges and, specifically,in order to restore trust in the foreign exchange market, the decision was
taken to develop an FX Global Code to deliver:

® Asingleglobal approach

® A common set of principles to which all Market Participants could commitenabling participants to effectively and
equitably navigatea rapidly changing market

“One of the guiding principles underpinning our work is that the FX Code should promote a robust, fair, liquid, openand
transparentmarket. A diverseset of buyers and sellers, supported by resilientinfrastructure, should beableto confidently and
effectively transactatcompetitive prices that reflect available market informationandina manner that conforms to
acceptablestandards of behaviour.”3

3 Opening Remarks atthe launch of The FX Global Code: Guy Debelle http://www.globalfxc.org/docs/gd remarks.pdf
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To whom does it apply?

Simply put, the FX Global Code applies to all Market Participants.

“For the purposes of this document [the FX Global Code], a “Market Participant”is a person or organisation (regardless of legal

form) that:

i is activein FX Markets as a regular partof its business andis engaged in the activity of the purchaseor sale of one
currency againstanother, orintransactions designed toresultin gains or losses based upon the changeinone or
more FX rates, such as derivatives, whether deliverableor non-deliverable, either directly or indirectly through
other Market Participants;or

ii. operates a facility, system, platform, or organisation through which participants havethe ability to execute the
type of transactions describedini.;or

iii. provides FX benchmark execution services;and
iv. is not considered a retail market participantinthe relevant jurisdiction(s)

As a guide, the followingtypes of persons or organisations would generally be expected to engage in FX Market activities as
Market Participants,as describedin (i) —(iv) above:

financialinstitutions;

central banks, except where this would inhibitthe discharge of their legal duties or policy functions;

quasi-sovereigns and supranationals, except where this would inhibitthe discharge of their organisational policy
mandate;

assetmanagers, sovereign wealth funds, hedge funds, pension funds, andinsurancecompanies;

a corporate treasury department, or Corporate Treasury Centre entering into external (non-group) transactions
either on its own account or on behalf of the parent companies, subsidiaries, branches, affiliates, or joint ventures
of the group it represents;

family offices running treasury operations;
benchmark execution providers;

non-bank liquidity providers;firms running automated tradingstrategies, including high-frequency tradingstrategies,
and/or offering algorithmic execution;

brokers (includingretail FX brokers); investment advisers;aggregators;and analogous intermediaries/agents;

remittance businesses, money changers, and money services businesses in their interactions in the wholesale FX
Market;

E-trading platforms;
affirmation and settlement platforms;and

any entity classified as an FX Market Participantin the relevantjurisdiction(s) “4

The FX Code is expected to apply to all Market Participants, butthe details of how itmay apply will depend on the nature and
extent of their activity inthe FX market. .
This concept of proportionality is fundamental to the FX Code and is expanded further below.

4 FX Global Code
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How is the FX Code structured?

The FX Global Code is principles rather than rules based. There are several reasons why this approach was adopted:

® The diverseconstitution of the global FX market (the level of sophistication of both Market Participants and the
various international markets themselves) means that a principles based approach can bemore easily adapted and
adopted by the very diverseconstituents.

® Aprinciples based approachisdesigned to make Market Participants actively thinkabout how they might implement
the FX Code (rules, especiallyifvoluntary,are‘easy’to either arbitrage or justignore).

® The combination of a principles based approach andtheadherence mechanisms being adopted by various central
banks and other regulators (e.g. includinglinks to the Senior Managers regime inthe UK) mean that the FX Code is
flexible.

The FX Code is organised around six leading principles:
® Ethics: Market Participantsareexpected to behavein an ethical and professional manner to promote the fairness and
integrity of the FX Market

® Governance: Market Participants are expected to have a sound and effective governance framework to provide for
clear responsibility for, and comprehensive oversight of, their FX Market activity and to promote responsible
engagement inthe FX Market

® Execution: Market Participants areexpected to exercise care when negotiating and executing transactions in order to
promote a robust, fair,open, liquid, and appropriately transparent FX Market

® Information Sharing: Market Participantsareexpected to be clear and accuratein their communications and to protect
Confidential Information to promote effective communication that supports a robust, fair, open, liquid, and
appropriately transparent FX Market

® Risk Management and Compliance: Market Participants are expected to promote and maintain a robust control and
complianceenvironment to effectively identify, manage, andreport on the risks associated with their engagement in
the FX Market

® Confirmation and Settlement Processes: Market Participantsare expected to put in placerobust, efficient,
transparent, and risk-mitigating post-trade processes to promote the predictable, smooth, and timely settlement of
transactions in the FX Market

Each principleinthe FX Code is predicated on transparency and disclosure. Providers of services need to be transparentabout
the products that they offer and the ways in which they execute a transaction.Similarly,itis incumbentupon the buyers of
those services to understand what they are purchasing, toask questions abouthow anorder will be executed, and, when
necessary, to provide clear guidanceabouttheir preferences.

The FX Code principles havebeen developed to be relevant for all Market Participants, enabling broad commitment to the FX
Code. All corporates should be familiar with,and operating under the leading principles setout above as simple statements of
best practice.

Under each of these leading principles, there are a number of further principles (55 intotal), many of which will also be
relevant to corporates, although some less so.

The principles arewrittenin plainlanguageandshould beeasilyread and understood by Market Participants. Theprinciples

are supplemented by a suite of examples (including examples particularly relevantto corporates) to illustrate their practical
application.
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The importance of proportionality

Of particularrelevanceto corporates, the FX Code incorporates the principle of proportionality in order to strike a balance
between respecting diversity whilstretaining consistencyin a global initiative

® acrossjurisdictions, bothinterms of market structure and the regulatory treatment of FX, and
® amongst Market Participants

The foreword of the FX Code explicitly acknowledges that “the steps that different Market Participants take to align their
activities with the principles of the Global FX Code will necessarily reflect the size and complexity of the Market
Participant’s FX Market activities, and the nature of the Market Participant’s engagement in the FX Market, and will take
account of Applicable Law”>

Many of the high-level principles within the FX Code require Market Participants to exercisejudgement when implementing
the FX Code. This approachisinlinewith the voluntary nature of the FX Code and encourages Market Participants to carefully
consider whether their actions areconsistentwith the FX Code principles.

For example, the FX Code sets out principles for consideration when designing a risk management framework, but
acknowledges that what constitutes an effective framework will vary substantially between different Market Participants
based on the nature of their activities.

The process of adoption

Although the FX Code is voluntary, to be effective it will need to be widely adopted and adhered to by Market Participants
across the FX market. The failure of previous codes to gain widespread adoption has been recognised and considerable work
has been done to ensure that the FX Code gains the necessary level of traction in the market.

Specifically, the FX Working Group (FXWG)® has developed a recommended approach toadoptionand adherence. The
approachis developed with all Market Participants in mind, andis sufficiently flexiblethatit offers corporates of all levels of
complexity a pathway through the adoption process that can be adapted to suittheir particularrequirements.

The Report on Adherence to the FX Global Code” sets out A Blueprintfor Achieving Adoption which is organised around four
key tenets, the key elements the FXWG believe will be required for the FX Code to be successful:

i The Code should be clear, relevant and reflect good practiceinthe FX Market;
ii. Itis the responsibility of Market Participants to take appropriate steps to adopt the Code in their day-to-day
practices and culture;
iii.. Itis the role of central banks to lead by example and demonstrate their commitment to promoting and
maintaining good market practice;and
iv. Itis importantthat Market Participants and central banks maintain an active engagement with the Code and
have appropriatestructures in placeto ensure thatit remains relevant.

Focussingonthe second of these: adoption, the FXWG identified three key elements that Market Participants will need to
considerinorderto establish an effective framework for adoptingand adheringto the FX Code and the followingsectionis
largely transcribed fromtheir report and covers:

® How the FX Code is embedded ina market participant’s practices;
® How a market participantwill subsequently monitorits practices againstthe FX Code; and
® How a market participantmight demonstrate its adherence to the FX Code.

5 FXGlobal Code

6 FXWorking Group—established by central banks to facilitate the creation of the FX Global Code
http://www.bis.org/about/factmktc/fxwg.htm

7ReportonAdherence to the FX Global Code http://www.bis.org/mktc/fxwg/adherence report.pdf

@ The Association of Corporate Treasurers 8


http://www.bis.org/about/factmktc/fxwg.htm
http://www.bis.org/mktc/fxwg/adherence_report.pdf

Embed the FX Global Code

Itisimportantfor Market Participants to embed the FX Code intheir day-to-day operations and help create a strong culture,
both within their organisation butalsointhe market as a whole.
® Intheir own organisations, Market Participants will need to assess whether their practices are consistentwith the
guidancewithinthe FX Code, for example, by undertakinga review of existing policies and procedures and, where
necessary, takingappropriateand proportionatesteps to align practices with the Code.

® More broadly, Market Participants havea roleto playin promotingand upholdinggood practices inthe FX market as
a whole. This can be partly achieved through leading by example, but canalsobesupported by havingsimilar
expectations of counterparties and other Market Participants and helpingtoraiseawareness of the FX Codein
interactions with such parties.

For some Market Participants, for example, appropriatesteps to embed the Code may includereviewing existing policies and
procedures, and assessingthe appropriatelevels of senior management oversight; others may want to establish dedicated
staff trainingon the FX Code or embed the principles withinthe FX Code into existingtraining. The approach ofindividual
Market Participants will reflectthe sizeand complexity of their FX activities and the extent of their engagement inthe FX
market.

Monitor adherence to the FX Code

Market Participants thathaveembedded the FX Code into their policies and procedures should establish appropriate
mechanisms to monitor how effectively they have done so.
® Intheir own organisations, Market Participants may look to the text of the FX Code itselffor some practical guidance
on how to monitor adherence to the FX Code but ultimately Market Participants should exercisetheir own judgement
of what is appropriate takinginto consideration the principle of proportionality.
® More broadly, the Global Foreign Exchange Committee (the ‘owner’ of the FX Global Code going forward, replacing
the FXWG) will monitor the FX market’s progress in embedding the FX Code in day-to-day practices and the wider
evolution of the prevailing culturein the FX market.

Demonstrate adherence

By publicly demonstrating their adherence to the FX Code, Market Participantsraisethe profile of the FX Code, and provide
other Market Participants with a means for comparing potential counterparties and service providers.

Onereason for a public demonstration of adherence is thatfirms are more likely to adhere to the FX Code ifthey believe that
their peers are doingso too.

To facilitatethis the FXWG has developed a Statement of Commitment® which Market Participants can use publicly, or
bilaterally, to supportkey objectives of the FX Code.

The Statement of Commitment provides a single,common basis by which each Market Participantcanrepresentthat it:
i supports the Code andrecognises itas a set of principles of good practicefor the FX Market;
ii. is committed to conducting its FX Market activities ina manner thatis consistentwith the principles of the Code;
and
iii. considers thatithas taken appropriatesteps, based on the sizeand complexity of its activities, and the nature of
its engagement inthe FX Market, to alignits activities with the principles of the Code.

It will beup to each Market Participantto decide whether and how to use the Statement.
The concept of proportionality is embedded in the Statement of Commitment.

8 See appendixand Statement of Commitment http://www.globalfxc.org/docs/statement_of commitment.pdf
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PRO FORMA STATEMENT OF COMMITMENT TO THE FX GLOBAL CODE

(“Institution”) has reviewed the content of the FX Global Code (“Code”) and acknowledges that the Code representsa set
of principles generally recognised as good practice in the wholesale foreign exchange market (“FX Market”).

The Institution confirms that it acts as a Market Participant as defined by the Code, and is committed to conducting its FX
Market activities (“Activities”) in a manner consistent with the principles of the Code.

To this end, the Institution has taken appropriate steps, based on the size and complexity of its Activities, and the nature
of its engagement in the FX Market, to align its Activities with the principles of the Code.

Institution name:

Date:

The Future

As itis crucialthatthe FX Global Code remains up to date and evolves as the market evolves inorder to maintainits relevance,
the FX Code will becollectively owned, maintained and updated by the Global Foreign Exchange Committee (GFXC)®. This will
continue the public sector — privatesector partnership which has supported the development of the FX Code.

The GFXC will regularly assess whether new information or market developments warrantupdates or additions being made to
the FX Code.

Source Materials

This report has drawn extensively on the following materials, effectively summarising those points of most relevanceto the
corporate audience.

Global FX Committee Press Release: Global code of conduct sets out good foreign exchange market practice (25 May 2017)
http://www.globalfxc.org/press/p170525a.htm and associated links to speeches by Guy Debelle and David Puth

Foreign Exchange Working Group: Report on Adherence to the FX Global Code (May 2017)
http://www.bis.org/mktc/fxwg/adherence_report.pdf

FX Global Code: http://www.globalfxc.org/docs/fx_global.pdf

Statement of Commitment: http://www.globalfxc.org/docs/statement_of commitment.pdf

Speech by SarahJohn, Head of Sterling Markets, Bank of England given ata briefingon the financial markets code of practice
to the Association of Corporate Treasurers, Bank of England (June 2017).
http://www.bankofengland.co.uk/publications/Pages/speeches/2017/982.aspx

9 http://www.globalfxc.org/
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Appendix
PRO FORMA STATEMENT OF COMMITMENT TO THE FX GLOBAL CODE

(“Institution”) has reviewed the content of the FX Global Code (“Code”) and acknowledges that the Code represents a set of
principles generally recognised as good practicein the wholesaleforeign exchange market (“FX Market”).

The Institution confirms thatit acts as a Market Participantas defined by the Code, and is committed to conducting its FX
Market activities (“Activities”) ina manner consistentwith the principles of the Code.

To this end, the Institution has taken appropriatesteps, based on the sizeand complexity of its Activities, and the nature of its
engagement inthe FX Market, to alignits Activities with the principles of the Code.

Institution name:

Date:
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THE ACT WELCOMES COMMENTS ON THIS REPORT

Please send your comments to
technical@treasurers.org
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