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Which view best describes your attitude to the following currencies?
Investing in Considering investing in [Would consider investing in| No interest in investing
now 5-10 years
Percentage of respondents
2013 2014 2015 2016 | 2013 2014 2015 2016 | 2013 2014 2015 2016 | 2013 2014 2015 2016
Australian dollar 7 65 18 8 " 12 23 2 7 15 4 23
Canadian dollar 58 57 40 4 9 " 21 24 ? 24
New Zealand dollar 36 25 22 18 8 9 28 20 24 4 52 49
Danish krone 21 21 12 14 8 29 29 20 7 56 48 60
Norwegian krone 29 29 17 6 24 20 20 7 48 45 57
Swedish krona 27 28 19 6 22 22 22 7 52 4 53
Chinese renminbi 32 6 36 13 7 33 2 19 18
Korean won 14 25 8 26 48 53
Brazilean real 2 0 32 26 16 55 68 82
Indian rupee 2 5 22 22 55 75 72
Malaysian ringgit . 3 3 13 80
Mexican peso 5 0 2 7 16 83
Russian rouble 2 3 2 26 13 82 90 83
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Downgrades from AAA to AA+

More to come - AAA countries on negative watch

5 August 2011 USA
13 January 2012: Austria and France

13 January 2012: Luxembourg
14 April 2014: Finland
31 March 2016: Hong Kong
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% of respondents with reserves beyond USD 50 bn % of respondents with reserves beyond USD 50 bn

% of respondents with reserves up to USD 800 mn % of respondents with reserves up to USD 800 mn

Diversifying asset classes include:
TIPS, Non-US ILB, Agencies,

% of total respondents % of total respondents Supras, US Agency MBS, ABS,
Covered, EM debt res curr and loc
curr, corporates of financials and
non-financials, equities, Real estate,
Commeodities other than gold

oY% 20% 0% 60% 80% 100% 0% 0% 0% b0 A0% 100%
BIS survey on reserve management practices 2016, prelim BIS survey on.reserve management practices 2016,
results, 103 respondents prelim results, 103 respondents
]

Change in portfolio duration _
Change in currency composition _
Change in investment universe

Source: BIS Survey on

Reserve Management
_ Change in active risk budget Practices (2016),
preliminary results, 103
replies
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What is the minimum acceptable credit Change since 2014
rating for your institution?

AMA BIS Surve on Reserve
Management Practices (2016),
preliminary results, 103

AA+ [ AA f AA— - replies
s [
High Yield - .

Sources: BIS survey on
reserve management
practices 2014 and 2016

NA (prelim), 78 responses)
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Asset classes considered as reserves assets
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Inflation-linked sovereign debt

EM sov bondsin major reserve cumrencies
Covered bonds

US Agency MBS

Corporate Bonds

Assat-backad securitie

"]

Azencies

Equities

EM souereign bonds in local currencies
Developed Mar kel Sovergign Debt
Supias

Deposits with official institutions
Deposwith comm. Banks (uncoll.)

Red estate

Commeditics other than gold

BIS Survey on Reserve Management Practicas (2016), preliminary results,
103 replies
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Risk/Return

ob. tl d .
Jectives an Tolerance Expectations

Constraints

1 | 1 | 1 |

Strategic Asset Allocation

Strategic Quasi , 30% Risk Budget for Active Management
Benchmark Gov., 70% (eg 40 basis points Tracking Error)

Implementation

In-house Portfolio Externally Managed
Management Funds

Risk, Performance and Compliance Monitoring

BIS § & 2 & #3)

BIS m #73} eh %]+ A # 7" (Factor-based approach)i% i
= B 2 45 FlF w2 3pR](Factor Projection)
J& {1 93 Bl (Return Projection) 2 & F & & e i
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Factor Projection

Market data . Historic Factors
= Yield Curve -
e - E% - and Valuation -
Identification i R
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M Od el I I_n g Thiﬂrgzglfirrizs Projected Factors
Estimation . 7l
Projection Views —  Pojection
Return Projection | Retumn Distribution
Approximation Asset
" Pricing
Factor Translation
Portfolio Construction| l

Evaluation

Portfolio
Optimization

Optimization

Decision

1. Hh A FlF o 3R Rl (Factor Projection) © %
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Instrument 2001 2004 2007 2010 2013 2016
Foreign exchange instruments 1,239 1,934 3,324 3,971 5,355 5,088

Spot transactions 386 631 1,005 1,488 2,046 1,654

Outright forwards 130 209 362 475 679 700

Foreign exchange swaps 656 954 1,714 1,759 2,239 2,383

Currency swaps 7 21 31 43 54 96

Options and other products® 60 119 212 207 337 254
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Net-net basis," percentage shares of average daily turnover in April®
Currency 2001 2004 2007 2010 2013 2016

Share  Rank| Share Rank| Share Ranki Share Ranki{ Share Rank| Share Rank
usD 89.9 88.0 1 85.6 1 84.9 87.0 1 87.6 1
EUR 37.9 2 37.4 2 37.0 2 39.1 2 33.4 2 313 2
JPY 23.5 3 20.8 3 17.2 3 19.0 3 23.1 3 21.6 3
GBP 13.0 4 16.5 4 14.9 4 12.9 4 11.8 4 12.8 4
AUD 4.3 7 6.0 6 6.6 6 7.6 5 8.6 5 6.9 5
CAD 4.5 6 4.2 7 43 7 5.3 7 4.6 7 5.1 6
CHF 6.0 5 6.0 5 6.8 5 6.3 6 5.2 6 4.8 7
CNY? 0.0 35 0.1 29 0.5 20 09 17 2.2 9 4.0 8
SEK 2.5 8 2.2 8 2.7 9 2.2 9 18 11 2.2 9
MXN? 0.8 14 11 12 13 12 1.3 14 2.5 8 2.2 10
- Q= = w I;J;i - 3 — 2 2
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Net-net basis,” daily averages in April, in billions of US dollars and percentages
X 2001 2004 2007 2010 2013 2016
Currency pair
Amount % Amount % Amount % Amount % Amount %i Amount %

USD / EUR 372 30.0 541 28.0 892 26.8 1,098 277 1,292 24.1 1,173 23.0
usD /JPY 250 20.2 328 17.0 438 13.2 567 14.3 980 18.3 902 17.7
uUsD / GBP 129 10.4 259 13.4 384 11.6 360 91 473 8.8 470 9.2
usb /AUD 51 4.1 107 5.5 185 5.6 248 6.3 364 6.8 266 5.2
UsD / CAD 54 4.3 77 4.0 126 3.8 182 4.6 200 3.7 218 4.3
UsD / CNY 31 0.8 113 2.1 192 3.8
USD / CHF 59 4.8 83 43 151 4.5 166 4.2 184 3.4 180 35
UsSD / MXN 128 2.4 105 21
usD /SGD 65 1.2 81 1.6
USD / NZD 82 15 78 1.5
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