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Issues of interest

Apr. 14, 2011

When TRACE was introduced in the United States in July 2002, what issues were
argued between the SEC/FINRA and securities industry? What did institutional
investors, who were securities firms’ counter-parties of corporate bond trading,
think of the proposed scheme to publicize corporate bond trading information
(brands, sales or purchases, trading price, trading volume, etc.)? What were the
views of corporate bond issuers?

Was there any concern over introducing TRACE? We have a concern that,
particularly in trades of illiquid bonds or large amount transactions, such a
real-time bond price disclosure may reduce the spread between bid and asked prices,
lower risk tolerance of dealers, impair their market-making functions, and result in

decrease of market liquidity. Was there such a concern in the United States?

After introducing TRACE, were any changes observed in institutional investors’
corporate bond trading with respect to frequency of trade, trading volume per
transaction, pricing methods, etc.? Was there any impact on retail bond transactions
(transactions less than US$100,000)?

In corporate bond trading, dealers are supposed to offer different prices to
institutional investors making big transactions and to retail investors engaging in
small amount transactions. If that is the case, how does TRACE provide investors

with price information?

TRACE does not provide real-time price information for bonds that are not being
traded. In order for investors to evaluate such bonds that they own, do they rely on
the past (latest available) price of the bond, or, use indicative or theoretical prices

published by information vendors?

Almost ten years have passed since TRACE was launched. What effects has TRACE
had on the transparency and liquidity in corporate bond market? Do you think that

TRACE has contributed to enhancing the integrity of corporate bond market?

The United States has the best-developed secondary market of high-yield bonds.
Has the increase of trading price transparency through TRACE contributed to this?
Or, should the diversity of market participants, which is evidenced by existing
various and numerous investors and issuers, be considered as its most important

factor?



What effects has TRACE had on investment in US corporate bonds by foreign

investors and bond issuance by foreign firms in the US market?

Corporate bond market in Japan is smaller in scale compared to the US market. Is
such a system like TRACE considered to be workable and useful in the Japanese
market? What are the prerequisites and functions necessary to introduce such a

solution in the primary market and the secondary market respectively?

Any advice or suggestions for Japan, EU and other foreign market players to

increase transparency and liquidity of corporate bond market?

(question to FINRA) While TRACE functions as market infrastructure to increase
post-trade transparency, has any scheme to ensure pre-trade transparency (like
MiFID’s scheme in Europe) been discussed in the United States? Furthermore, has
there been any discussion, or, any action taken for price transparency of securitized

products?



