


the FRB'’s overarching focus on safety and soundness, with the diversity of LFl business models
and risk profiles, we urge the FRB to clarify that all LFIs, both LISCC and non-LISCC firms, are
permitted to determine the scope of their business lines subject to the proposed guidance,
informed by a comprehensive and fully documented assessment of the materiality of their
business units and functions.

Headquartered in Boston, Massachusetts, State Street specializes in the provision of financial
services to institutional investor clients. This includes investment servicing, investment
management, data and analytics, and investment research and trading. With $33.1 trillion in
assets under custody and administration and $2.8 trillion in assets under management, State
Street operates in 30 countries and in more than 100 geographic markets.” State Street is
organized as a US BHC and is among the firms which are subject to supervision under the LISCC
framework. As of December 31, 2017, State Street’s Basel lll advanced approach common
equity Tier 1 (“CET1”) ratio was 12.3% and our Basel lll standardized approach CET1 ratio was
11.9%. Our estimated pro forma supplementary leverage ratio equaled 6.5% at the level of the
BHC and 7.1% at the level of our primary bank subsidiary, State Street Bank and Trust Company.

We have participated in the development of industry association responses to the proposed
guidance, notably the submissions from The Clearing House Association and the American
Bankers Association, which we broadly endorse. Our intention in submitting this letter is to
emphasize the particular importance that we attach to ensuring that the proposed guidance
provides sufficient flexibility for all LFls, both LISCC and non-LISCC firms, to determine the scope
of their business lines which are subject to the proposed guidance, in a manner consistent with
their organizational structure and risk profile.

In the preamble of Section VI B of the proposed guidance, the FRB asserts that the ‘core
principles of the management of business lines’ (“core principles”) apply to all of a LISCC firm’s
business lines, due to the ‘size, risk profile and systemic importance’ of the firm.? By contrast,
the FRB asserts that for non-LISCC firms, the core principles ‘would apply to any business line
where a significant control disruption, failure, or loss event could result in a material loss of
revenue, profit, or franchise value, or result in significant consumer harm.’* We strongly
support the use of a materiality standard in the FRB’s core principles and believe that this
standard should apply to all LFls, regardless of their designation as a LISCC or non-LISCC firm.
This is true for several reasons.

First, the proposed guidance employs a very broad definition of ‘business line” which has the
potential to capture nearly any business unit or function, in a manner that does not necessarily
correspond with an LFI’s organizational structure, or an understanding of whether that unit or
function is the source of material risk. Second, notwithstanding the FRB’s characterization of
the universe of LISCC firms in the preamble, not all LISCC firms are of the same size, have the

2 As of December 31, 2017.
° FRB Proposed Supervisory Guidance, page 11.
* FRB Proposed Supervisory Guidance, page 11.
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