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FTSE Russell has concluded its Minimum Issue Size Thresholds market consultation
which considered how issue size and amount outstanding thresholds should be applied in
the construction and maintenance of the FTSE Canada Universe Bond Index, the FTSE
Canada Maple Bond Index, and the FTSE Canada High Yield Bond Index. The
consultation can be viewed here.

The consultation considered the following topics:

e Minimum issue size thresholds in the Universe, Maple, and High Yield indexes
given contemporary issuance patterns and coverage;

e Differentiated minimum issue size thresholds at the Government and Corporate
sub-index level, with potential further differentiation within the Government sector
for Federal, Provincial and Municipal bonds;

e  Whether minimum issue size thresholds should be applied to determine eligibility
at issuance only, or applied throughout the life of a bond to trigger deletion of
holdings.

The feedback received as part of this consultation has been considered under the FTSE
governance framework. This includes input from the FTSE Canada External Advisory
Committee with the final decision being taken at the FTSE Product Governance Board.
Following the completion of that process, we are pleased to announce the following
changes:

e [Effective January 1, 2019, the minimum issue size threshold for
Government sector bonds in the Universe Bond Index will be raised to
$100MM, from its current minimum of $50MM. The minimum issue size threshold
for Corporate sector bonds will remain unchanged at $100MM. Minimum
thresholds across all securities in FTSE Canada Universe, Maple, and High Yield
Indexes will be aligned as a result of this change;

e Existing index constituents will be grandfathered and bonds issued (and settled)
between now and December 31, 2018 will continue to be eligible for inclusion
under current minimum issue size thresholds. There will be no impact to
current constituents as a result of this change;

e Minimum issue size thresholds will continue to apply to determine index
eligibility at entry only. Securities with amount outstanding adjustment for
stripping, reconstitution, amortization, and / or corporate action will remain
eligible for the indexes. The determination of market value weights and
contribution to return in the indexes continues to be based on adjusted amount
outstanding.

The remainder of this document provides further details on the feedback gathered by
FTSE Russell as part of the minimum issue size consultation and the rationale for the
resulting changes.
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http://www2.londonstockexchangegroup.com/l/6522/2018-02-21/3ywl1w/6522/200316/FTSE_TMX_Canada_Bond_Index_Market_Consultation_2018_FINAL.pdf

Market Consultation Approach

FTSE Russell regularly consults the market for input on index methodologies. Any
proposals for amendments to existing rules follow a robust protocol and are subject to
consultation with external advisory committees and, for significant changes, with the
broad market. The FTSE Russell Product Governance Board has ultimate decision-
making authority. Any resulting changes are clearly and broadly communicated to the
market.

Gathering and Analyzing Market Feedback

The Minimum Issue Size market consultation was conducted through an on-line survey
platform and ran for a period of approximately 3 months. The broad market was
encouraged to provide feedback. Fully completed responses from 54 respondent firms
across a broad and comprehensive range of market participants were obtained. In
addition to answering the formal survey questions, participants were able to provide
comments which were also taken into consideration by FTSE Russell.

Survey Results Summary

The consultation feedback did not provide a strong mandate to support significant
revisions to minimum issue size thresholds other than the changes announced here. The
key highlights from the responses are summarized below:

e The majority of respondents supported an increase to the current Government
bond issue size threshold of $50MM. The feedback received indicated there was
broad support for sector-specific thresholds to be applied as appropriate for
Government and Corporate bonds., The possibility of introducing additional
differentiation between Federal, Provincial and Municipal sectors was noted. The
majority of respondents favoured a $100MM minimum threshold for Provincial
and Municipal sectors.

e Feedback on whether the minimum issue size for the Corporate sector should be
raised was fairly evenly split. Those in favour of an increase indicated a
preference for a threshold between $150 to $200MM. However, there was no
consensus or overall strong mandate to warrant a change.

e In respect of the Maple Index, most respondents indicated that differentiation of
the issue size rules between Government and Corporate sector thresholds was
less relevant. Views on the appropriateness of the current threshold of $100MM
were fairly evenly split between the status quo and an increase to $200MM.

e In respect of the High Yield Index, the majority of respondents supported the
current minimum issue size threshold of $100MM as being representative of the
market.

e In considering the application of minimum issue size thresholds throughout the
life of the security versus at issuance only, responses were split. There was a
slightly higher preference for continued inclusion of securities if they fell below an
amount outstanding threshold. There was a general consensus among
respondents that existing constituents should be grandfathered, and stripping or
amortization should not be considered as a trigger for removal.

In light of this market feedback, and in consideration of the potential movement of
securities between the various index families (for example the potential for bonds to be
downgraded or upgraded and to move between the Universe and the High Yield Bond
Indexes), the minimum issue size threshold for Government sector bonds in indexes will
be raised to $100MM. This aligns the minimum thresholds across all securities in the
FTSE Canada Universe, Maple, and High Yield indexes. The changes apply on a go
forward basis only and there will be no other impact to the treatment of constituents.

FTSE Russell

20of5


http://www.ftse.com/products/downloads/FTSE_Russell_Policy_for_Benchmark_Methodology_Changes.pdf

FTSE Russell recognizes the need to maintain transparency and stability in its indexes,
as well as the need to give due consideration to the requirement to provide sufficient
notice to stakeholders of any change. We are therefore providing the market with a four
(4) month notice period to allow for any necessary adjustments to be made to issuance
programs. The effective implementation date of these changes is January 1, 2019.
The existing index constituents will be grandfathered and bonds issued (and settled
between now and December 31, 2018 will continue to be eligible for inclusion under the
current minimum issue size thresholds.

Several respondents also provided comments which generally related to considerations
of broad market representativeness, issuer access, and the impact on existing investors;
the respondents noted that these requirements needed to be balanced with
considerations of investability and the potential effect on new investors. FTSE Russell is
considering these points as part of its policy of continually reviewing its existing index
methodologies and its global product offering.

Please contact us at ftsebond@ftserussell.com or 416.572.7979 with any questions or
comments.
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For more information about our indexes, please visit ftserussell.com.

© 2018 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE
Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE
Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE GDCM”), (4)
MTSNext Limited (“MTSNext”), (5) Mergent, Inc. (“Mergent”), (6) FTSE Fixed Income LLC (“FTSE FI”) and (7)
The Yield Book Inc (“YB”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE GDCM, MTS Next Limited, Mergent, FTSE FI and
YB. “FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”", “FTSE4Good®”, “ICB®”, “Mergent®”, “WorldBIG®”,
“USBIG®”, “EuroBIG®”, “AusBIG®”, “The Yield Book®”, and all other trademarks and service marks used
herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the
applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by
FTSE, Russell, MTSNext, FTSE GDCM, Mergent, FTSE Fl or YB. “TMX®” is a registered trademark of TSX
Inc. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark
administrator.

All information is provided for information purposes only. All information and data contained in this publication is
obtained by the LSE Group, from sources believed by it to be accurate and reliable. Because of the possibility of
human and mechanical error as well as other factors, however, such information and data is provided "as is"
without warranty of any kind. No member of the LSE Group nor their respective directors, officers, employees,
partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly,
either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be
obtained from the use of the FTSE Russell Indexes or the fithess or suitability of the FTSE Russell Indexes for
any particular purpose to which they might be put. Any representation of historical data accessible through
FTSE Russell Indexes is provided for information purposes only and is not a reliable indicator of future
performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors,
officers, employees, partners or licensors for (a) any loss or damage in whole or in part caused by, resulting
from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting,
compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or delivering any such
information or data or from use of this document or links to this document or (b) any direct, indirect, special,
consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance
of the possibility of such damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide
investment advice and nothing contained in this document or accessible through FTSE Russell Indexes,
including statistical data and industry reports, should be taken as constituting financial or investment advice or a
financial promotion.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any
means, electronic, mechanical, photocopying, recording or otherwise, without prior written permission of the
applicable member of the LSE Group. Use and distribution of the LSE Group index data and the use of their
data to create financial products require a licence from FTSE, Russell, FTSE GDCM, MTSNext, Mergent, FTSE
Fl, YB and/or their respective licensors.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes
only. Index returns shown may not represent the results of the actual trading of investable assets. Certain
returns shown may reflect back-tested performance. All performance presented prior to the index inception date
is back-tested performance. Back-tested performance is not actual performance, but is hypothetical. The back-
test calculations are based on the same methodology that was in effect when the index was officially launched.
However, back- tested data may reflect the application of the index methodology with the benefit of hindsight,
and the historic calculations of an index may change from month to month based on revisions to the underlying
economic data used in the calculation of the index.

This publication may contain forward-looking statements. These are based upon a number of assumptions
concerning future conditions that ultimately may prove to be inaccurate. Such forward-looking statements are
subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ
materially from those in the forward-looking statements. Any forward-looking statements speak only as of the
date they are made and no member of the LSE Group nor their licensors assume any duty to and do not
undertake to update forward-looking statements.
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About FTSE Russell

FTSE Russell is a leading global provider of benchmarks, analytics, and data solutions
with multi-asset capabilities. FTSE Russell’s solutions offer a true picture of global
markets across asset classes, styles, and strategies. Our global perspective is
underpinned by specialist knowledge gained from developing local solutions and
understanding client needs around the world.

FTSE Russell’s expertise and products are used extensively by institutional and retail
investors globally. Approximately $16 trillion is currently benchmarked to FTSE Russell
indexes. For over 30 years, leading asset owners, asset managers, ETF providers, and
investment banks have chosen FTSE Russell indexes to benchmark their investment
performance and create investment funds, ETFs, structured products and index-based
derivatives. FTSE Russell indexes also provide clients with tools for asset allocation,
investment strategy analysis and risk management.

With the recent addition of The Yield Book business, FTSE Russell extends its expertise
in analytics to a highly respected analytics platform that serves approximately 350
institutions globally including investment management firms, banks, central banks,
insurance companies, pension funds, broker-dealers, hedge funds and investment
management firms. The Yield Book offers analytical insights into a broad array of fixed
income instruments with specific focus on mortgage, government, corporate and
derivative securities.

FTSE Russell is also major provider of data solutions, from top down economic and
demographic information, to detailed equity, debt and sustainability fundamental data
analysis , to corporations, financial institutions, business academics and reference
libraries. Through its acquisition of Mergent, a provider of business and financial
information on public and private companies globally for more than 100 years, FTSE
Russell provides solutions including advanced data collection, cloud-based applications,
desktop analytics and print products.

FTSE Russell is a unit of London Stock Exchange Group’s (LSEG) information Services
Division. FTSE Russell is a wholly owned subsidiary of LSEG.

For more information, visit ftserussell.com.

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional
Client Service Team office:

EMEA North America Asia-Pacific
+44 (0) 20 7866 1810 +1 877 503 6437 Hong Kong +852 2164 3333
Toronto +1 416 572 7979 Tokyo +81 3 3581 2764
Sydney +61 (0) 2 8823 3521
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