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Ladies and Gentlemen:

The Institute of International Bankers (“IIB”) appreciates the opportunity to
provide comments on the recent information collection proposal (the “Proposal”) by the Board of
Governors of the Federal Reserve System (the “Board”) to revise the mandatory capital
assessment and stress testing information collection applicable to U.S.-headquartered bank
holding companies (“BHCs”) with $50 billion or more in total consolidated assets and the U.S.
intermediate holding companies (“IHCs”) of foreign banking organizations (“FBQs”)."
Specifically, our comments address the impact of the proposed changes to the threshold for
application of the global market shock (“GMS”) component of the Board’s stress tests (the
“GMS Threshold”). The proposed revisions to the GMS Threshold will have no impact on any
BHC? but will require certain IHCs (the “Covered IHCs”), for the first time and with only
limited formal notice, to begin almost immediately filing trading book stress information and to
incorporate the GMS into their capital planning and stress testing for the 2018 cycle.

I. Introduction and Summary

The IIB and its members generally support the goals and process of capital stress
testing. We have welcomed the Board’s recent initiatives in tailoring capital planning and stress
testing standards and reducing the compliance burden associated with the Board’s
Comprehensive Capital Analysis and Review (“CCAR”) for “large and noncomplex” firms.’

: 82 Fed. Reg. 26,793 (June 9, 2017).
’ See id. at 26,795.

3 82 Fed. Reg. 9308 (Feb. 3, 2017).
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The Board has recognized that building a robust CCAR program is an iterative
process. As an extension of this principle, the Board indicated that, with respect to newly
created IHCs’ first capital planning and CCAR cycle beginning in January 2017, it “intends to
conduct a more limited quantitative assessment of the [IHC’s] capital plan based on the
company’s own stress scenario and any scenarios provided by the [Board] and a qualitative
assessment of its capital planning processes and supporting practices.”!” The Board also limited
public disclosures for the 2017 CCAR cycle and did not disclose the results for newly-formed
[HCs.'®

Moreover, the Board’s experience with implementing GMS argues strongly for a
transition period. The Covered BHCs became subject to supervisory stress testing in 2009 with
the introduction of the Supervisory Capital Assessment Program, but were not required to
incorporate the GMS until the 2011 CCAR cycle, and were not subject to public disclosure of
stress testing results reflecting the GMS until the 2012 CCAR cycle.' The GMS itself has
increased in complexity over time as well, and Covered BHCs have been able to evolve their
systems incrementally. When the GMS was introduced, the FR Y-14Q trading schedule was 43
pages;?® since that time, it has more than doubled in length to 94 pages.*!

For these reasons, if the Board determines to implement the modified GMS
Threshold, a phase-in of the Proposal’s timeline and requirements is warranted.

2018 CCAR Cycle. In keeping with the logic of CCAR as a developing process
(particularly for the new IHC construct), we respectfully propose that the 2018 CCAR cycle
should not include the GMS component for any Covered IHC in the formal quantitative or
qualitative review performed by the Board. While the appropriate information will have been
submitted confidentially in March 2018 (see our proposal below), the Covered IHCs would
expect to discuss the information provided and the impact of that information as a supervisory
matter with Board examiners and staff. Based on that information, both the Covered IHC and
the Board could produce “dry-run” information that would not be public and would be used
solely to inform those confidential supervisory discussions. Covered IHCs would thus not be
subject to a capital plan objection on grounds of quantitative or qualitative deficiencies related to

: 79 Fed. Reg. 64026, 64037 (Oct. 27, 2014),
- Id.

W The GMS was first included in the 2011 CCAR exercise, but without publication of the results of
the stress tests for any BHC. See Comprehensive Capital Analysis and Review: Objectives and
Overview (Mar. 18, 2011) at 13, 18-19, available at
https://www.federalreserve.gov/newsevents/pressreleases/files/bereg20110318al.pdf.

The Covered BHCs did not become subject to the GMS as part of their public quantitative and
qualitative review until the 2012 CCAR Cycle. See Comprehensive Capital Analysis and Review
2012: Methodology and Results for Stress Scenario Projections (Mar. 13, 2012).

2 FR Y-14Q Instructions (June 2012).

& FR Y-14Q Instructions (June 2017).
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APPENDIX
CHARTA

Chart A below illustrates the magnitude of differences between Covered IHCs’ trading assets
and liabilities and their total assets as compared to the Covered BHCs.

Covered BHCs and Covered IHCs:
Total Assets and Total Trading Activity
(Source: FR Y-9C filings, average of quarters ended Mar. 31, 2017,
Dec. 31 and Sept. 30, 2016)
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APPENDIX

CHART B

Chart B below illustrates the greater weighting of Covered IHCs” trading assets toward low-risk
U.S. Treasury and government-guaranteed obligations as compared to the Covered BHCs.

Covered BHCs and Covered IHCs:
Trading Assets
(Source: FR Y-9C filings, average of quarters ended Mar. 31, 2017,
Dec. 31 and Sept. 30, 2016)
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APPENDIX
CHART C

Chart C below illustrates the significantly lower scores attributed to the Covered IHCs’ “total
trading and AFS securities” component of the FR Y-15’s Complexity Indicators in comparison
to those of the Covered BHCs.

Covered BHCs and Covered IHCs:
Total Trading and AFS Securities Component
of Systemic Indicator Score
(Source: FR Y-15 filings, average of quarters ended Mar. 31, 2017,
Dec. 31 and Sept. 30, 2016)
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