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March 21, 2016 tquaadman@uschamber.com

Mt. Robert de V. Frierson
Secretary
Board of Governors of the Federal Reserve

20™ Street and Constitution Avenue, NW
Washington, DC 20551

Re: Regulatory Capital Rules: The Federal Reserve Board’s Framework for
Implementing the U.S. Basel III Countercyclical Capital Buffer, RIN 7100 AE-
43, Docket No. R-1529

Dear Mr. de V. Frierson and To Whom It May Concern:

The U.S. Chamber of Commerce (“Chamber”)' created the Center for Capital
Markets Competitiveness (“CCMC”) to promote a modern and effective regulatory
structure for capital markets to fully function in a 21* century economy. The CCMC
has commented extensively on capital, leverage, and liquidity rules issued by the Board
of Governors of the Federal Reserve (the “Tederal Reserve”) and other banking
regulators in the past, with a particular focus on the impact of capital, liquidity and
leverage standards upon the ability of non-financial businesses to raise the resources
needed to grow and operate.”

We believe that appropriate capital requirements are necessary to safeguard
against over-leveraging, but they must be propetly calibrated. Capital standards that

!'The Chamber is the world’s largest federation of businesses and associations, representing the interests of more than
three million U.S. businesses and professional organizations of every size and in every economic sector. These members
are users, preparers, and auditors of financial information.

2 See June 14, 2011 letter from the Chamber to Federal Reserve Chairman Ben Bernanke on G-SIFI surcharges, October
22,2012 comment letter to U.S. banking regulators on proposed Basel 111 regulations, September 19, 2013 letter to the
BCBS on the Revised Basel 111 leverage ratio framework, September 23, 2013 letter to U.S. banking regulators on
enhanced supplementary leverage ratio standards, January 31, 2014 letter to U.S. banking regulators on liquidity
coverage ratio rules, January 31, 2014 coalition letter to U.S. banking regulators on liquidity coverage ratio rules, May 28,
2014 letter to NCUA on risk based capital, September 11, 2014 letter to Federal Reserve on Capital Plan and Stress test
rules, September 19, 2014 letter to Bank of International Settlements on The Net Stable Funding Ratio, and letter of
February 11, 2016 on Total Loss-Absorbing Capacity, Long-Term Debt, and Clean Holding Company Requirements for
Systemically Important U.S. Bank Holding Companies and Intermediate Holding Companies of Systemically Important
Foreign Banking Organizations.
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buffer in times of perceived rapid credit creation. Governor Fischer recently noted
that, with respect to procyclical measures that can be taken by the Federal Reserve,
the “efficacy of new tools in the United States, such as the countercyclical capital
buffer, remain untested.” Moreover, given the uneven implementation of a CCyB
requirement by members of the Basel Committee on Banking Supervision, triggeting
the requirement may disproportionately impact advanced approaches institutions in
the United States and banks elsewhere already subject to the requirement.’

Indeed, we take particular issue with the lack of clarity in the approach taken by
the Federal Reserve to even determine whether and by how much to raise the CCyB
amount. The Federal Reserve states that it will consider

a number of financial-system vulnerabilities, including but not limited to,
asset valuation pressures and risk appetite, leverage in the nonfinancial
sectot, leverage in the financial sector, and maturity and liquidity
transformation in the financial sector.’

Raising capital requirements on the basis of assets held by an advanced approaches
institutions should be subject to clearly defined and enumerated factors similar to the
approach used when determining the capital ratio requirements of such institutions.
By vaguely defining what factors may or may not be considered by the Federal
Reserve in setting the CCyB, the CCyB proposal only creates uncertainty and
incentivizes advanced approaches institutions to preemptively sideline more capital.

Furthermore, while we agree that no single indicator or fixed set of indicators
can adequately capture all the key vulnerabilities that contribute to the build-up of
excessive credit growth, the Federal Reserve particulatly noted the credit to GDP
ratio is a useful indicator that may be relied upon. However, we caution that industry
and academic consensus remains fractured on whether the credit to GDP ratio gaps

* Federal Reserve Vice Chairman Stanley Fischer, at the "Macroprudential Monetary Policy," 59th Economic Conference
Of The Federal Reserve Bank Of Boston, Boston, Massachusetts, October 2, 2015, Macroprudential Policy In The U.S.
Economy, available at hitp:/ /www federalreserve.gov/newsevents/speech/fischer201510024.htm

5 See Countercyclical Capital Buffer, Basel Commitiee member jurisdictions (Mar. 1, 2016), available at

hitp:/ /www.bis.org/bebs/cevb/.

6 81 Fed. Reg. 5661, 5665 (Feb. 3, 20106).
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