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U.S. GSIBs, foreign GSIBs and the U.S. IHCs of foreign GSIBs, including debt that qualifies as
total loss-absorbing capacity but does not qualify as regulatory capital (“TLAC-eligible debt”).

The Associations appreciate the agencies’ consideration of the June Comment Letter
and the October Submission as well as the opportunity to discuss the June Comment Letter and
the October Submission with the agencies in September and December 2019. In this letter, we
respond to a number of the questions the agencies asked in December 2019.

l. Additional Information on Issuing TLAC-Eligible Debt.

Agency Staff asked us to explain the role of the issuer and its affiliated broker-dealer
from underwriting through to market making and to give an explanation regarding what happens
in the secondary market when the buyside wants to sell bonds and the market-maker steps in.

U.S. GSIBs are among the largest issuers of debt securities worldwide and their broker-
dealer subsidiaries are also among the leading underwriters of debt securities worldwide. When
a U.S. GSIB with a broker-dealer subsidiary conducts a syndicated, underwritten offering of
TLAC-eligible debt, the U.S. G-SIB’s subsidiary broker-dealer is typically the lead underwriter or
among the lead underwriters for the offering. The offering typically commences during the
morning and “prices” later the same day. When the offering “prices,” the terms of the offering
and securities that had not previously been determined are set, including the amount of debt
securities to be issued and the interest rate for the debt. Consistent with market practice, these
offerings of TLAC-eligible debt typically close three or five business days after pricing.

Between the commencement of the offering and pricing later in the same day, the
underwriters contact prospective investors and build an “order book”. The order book reflects
the amount of debt securities that the prospective investors are interested in acquiring.
Because investors’ interest may vary depending on the interest rate of the debt, the
underwriters use feedback from investors to arrive at a clearing price for the debt, allowing the
underwriters to place all the debt with investors. Underwriters allocate the debt securities to
investors in connection with pricing and confirm sales with investors shortly after pricing.

Because offerings are typically fully allocated to investors at pricing, U.S. GSIBs’
offerings of TLAC-eligible debt typically close without incident, and the underwriters sell all the
debt to investors on the scheduled closing date. As a general matter, institutional investors,
such as investment funds® and insurance companies, are usually the most significant investors
in the TLAC-eligible debt of U.S. GSIBs.

After a syndicated, underwritten offering of debt securities, including TLAC-eligible debt
securities, has been completed the underwriters typically purchase and sell the securities in the
secondary market to support the secondary market liquidity of the securities. For TLAC-eligible
debt securities of U.S. GSIBs, the broker-dealer subsidiary of the issuing U.S. GSIB, as a lead
underwriter of the offering, is usually the most active among the underwriters in buying and
selling the debt securities in the secondary market. As a result, a U.S. GSIB’s broker-dealer
subsidiary is typically the primary market maker for the U.S. GSIB’s debt securities. Secondary

3 These investment funds may include funds, such as mutual funds, managed by a U.S. GSIB'’s
asset management business.















