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Stibject: Request for a transition peried under section 716(f) of the Dedd-Frank Ast
Dear Mr. Carlson:

This responds t6 the fgnfigest filed b&l the uninsured New York branch of Credit Agieeie
Corporate and Investment Bank (“CANY®) for a transition peried under section 716(f) of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act*). CANY
is an uninsured state branch of Credit Agricele Corporate and thvestment Bank (“CA-CIB"),
Paris La Defense Cedex, Francs. CA-CIB provisienally registered with the Commodity Frflires
Trading Commission (the “CFTC*) as a swap dealar oA December 31, 2012,

. Section 716 of the Dedd-Frank Act generally prohibits the provision of “Federal
assistanee” to any swaps entity, subject to certain exceptions for insured depository institiitions.
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The Board issued an interim final rule that, among other things, clarified that uninsured



U.S. branches and agencies of foreign banks, such as CANY, are treated as insured depository
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the extent to which the length of the transition peried weuld affest the petential for operational
Fisk problers and other risks associated with restructuring swaps activities,

Morigage Lending.

_ While CANY has represented that it does little or Ao morgage lending, divestiture of
cessation may pose challenges to CANY's counterparties  including those that ate active iA the
morigage market as investors, servicers, and oHginators by complicating the foutine .
implementation of Hisk-managerment 5tfate?1e_§, such as hedding fiancial and eommereial Hsks.
For example, the restrusturing of swaps activities 1A the short U might require CANY?S
eauatergaﬁies to face new CA-C1B entitiss. To the extent that the regulatory fequirements
applicable to these entitles ara not fully clarified, counterparties may fot be able 1o raly e full
gmgeg%% g?efs positians acrass antities. These complications may adversaly affest the availabiliy of

- Near-term cessation or divestiture of CANY's swaps activities may also increase
operational risk for CANY and its counterparties, particularly if other swap market gaftieipaats
also are required to cease their activities simultaneously as a result of section 716. Operational
Fisk problems in swaps markets could disrupt broad financial matkets since swaps are widely
used by corporations, institutional investers, and other financial matket Pamelpaﬂts‘ A
disrupfion to broad financial matkets could Indiractly disrupt mortgage-lending markets.

A 24-menth transition peried could significantly mitigate operational risk by providiag
reasonable time for CANY to develop and implement an ordetly transition ?la_ﬂ. Lower
operational Fisk, in turn, could decrease the probability of a findncial market distuption that could
adversely affeci morigage lending, as discussed Above.

Swalt Business Lending.

. While CANY has represented that it does little or ne small business lending, near-term
cessation o divestiture of CANY's swaps may pose challenges to its clients and eounterparties
that affect the availability 6f small business 1oans and increase operational risk for CANY and ifs
couRterparties, gameulafly if other swap market participants are also required 1o cease thelr
activities simultaneously as a result of section 716, Operational problems in the swaps market i
general could alse have a negative effect on small business lending.

A 24-month transition period eould mitigate these risks and, therefore, mitigate the risk
of a financial market disruption that eould impair small business 1e_ﬁdlﬁ?. Lower operational
Fisk, i turn, could decrease the probability of a financial market disruption that could adversely
affect small business lending, as discussed above.

Job Creation.

 Inevaluating the effects of divestiture 6r cessation of Swaps dealing 6n job creation, the
Director has considered the direct relationship between immediate cessation of derivatives
activities and the loss of revenues and jobs.



. The near-term cessation or divestiture 6f CANY's swaps activities has the potential t6
result in job losses if CAN'Y reduces its lending and finaneial 1ntermediation astivities.

. A 24-month transition period could mitigate the petential for general market disruptions,
ineluding disruptions to credit and capital markets that could weaken job growth and have other
Regative MacrOREORBAIC EORSEHHEACES.

Capital Formation.

i} evalua_tiﬂ% the effects of diivestiture oF cessation of swiaps dealing on capital formation
at CANY, the Direcior has considered, ameng ther things, lending activities, the 16ss of netting
efﬂei%ﬂeies, and eosts associated with the madification of business practices and compliance
procadures.

‘Negative impacts 6n lending described above may have a negative affect on capital
formation of counterparties, especially in the shott term, if eeuﬂtef?_ames are forced to feplace
swaps at CANY with swaps with 6ther counterparties. Loss 6f et m% efficiencies and ,
modifications to business practices and compliance procedures may alse ﬂegatw_ely affest capital
formation and cause a distuption in capital markets. The poetential hazard of a distuption A
capital markets may be mere immediate than |n other markets bacause capital markets may reast
quickly to operational problems. This weuld Be aspacially true for a finanelal institution that
eneoufiters any serious operational problems from sectiop 716-related restructuring becauss of
the relationship batween derivatives activities and capital markets activities.

A 24-month transition peried could mitigate the potential for capital market disruptions.
Thus, By granting a sufficient transition period, Fisks 16 individual financial institutions and 1o dhe

anking syster as a whele weuld be decreased. The benafits of miti]%atiﬁg the risk of capital
faarket diSruption faver granting a 24-month transition peried to CANY,

Other Factors.

.. As permitied by section 716, the Director has alse considered other potential effects of
requiring immediate conformance with section 716. Compliance with section 716 will fequire an
untnsured branch of a foreigh bank, such as CANY, o gi]) determine whether to terminate its
swaps activities of transfer fherm 16 a third party or an affiliate; () idlentiy and capitalize 40
affiliate, if appropriate, {6 accept the swaps: and (3) Novate Sxisting swaps 46 the affiliate.
Terminating 6¢ Rovating existing swaps will raqulre the parties o Regotiate and enter iRt Rew or
modified swap arrangerents, which could change the parties® exposure with raspast ta the
swaps. New agraerments of modifications te axisting a feemeﬂt%may faguire the paﬁieg 18
adjust related transactions, msiudhﬂg gxlsting hedges. Ita bfgﬂe WeEe F q\mad é@ fvest oF
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Iasured Depasitors.

CANY's daposits are net insured by the FDIC. Therefore, CANY's swaps activities do
not, and providing CANY with a reasonable transition period would net, directly expoese instired
depositors {0 the Fisks associated with cessation oF divestiture,

The Deposit Insurance Fund (DIF).

. The DIF bears the risks asseciated with reselving an insured depesitory institution,
including one that has failed because of problems related 16 its swaps dealing. This Hsk ineludes
payouts from the DIF to insured deposiiors of the institution. However, as Agted, CANY'S
deposits are Aot insured by the FDIC. Theretote, CANY’s swaps activities de net, and ngVidiﬁg
GANY with a reasanable transition paried would Ret, diestly rasult in an expesure 6 the DIF,

Conclusion

As set out above, the Director has evaluated the impact of divestiture or cessation 6f
CANY's swaps dealing 6n mortgage lending, small business lending, job creation, and capital
formation versus the potential negative impact on insured depositors and the DIF in determining
the appropriate 1eﬁ?th of the transition peried. The Director alse has considered the fact that
CANY is requited to conduct affected darivatives activities i a safe and seund manner and is
subject to prudential supervision and regulation. Overall, the Direstor has determined that the
potential impact of granting a 24-month transition period js less adverse than the petential impast
of denying the transition geﬂed oF proviging a significantly shorter transition period, The lesser
{mpact asspelated With a 24-menth transitien peried results frem lewering the %EBB&BEIEW af
operational problems and market aisFuption that c6uld eecur IF CANY daes net have a sufficient
oppariunity te restructure 1ts swaps aealing in an orasrly manner.

The 24-month transition %efied would permit CANY te batier evaluate whether to
transfer the swaps activities to a third party of an affiliaie(s) and wiigh @ﬂ‘ﬁltb&a@ziksﬁa&st_
positioned to aceept its swaps business. The 24-month transition period also would permit the
creation of a new a_ﬁ_ii_ia{e(grg and allow for appropriate &?mlal Pll:ﬁlihﬁlilﬂ fioy any affitiatedhat
assufnes swaps activities. This transition peried weuld also allow CANY 6 evaluate its

decisions in the context of further developrment of the regulatory requirements of Title Vit.

_ 1n contrast, Ao transition period or a significantly shorter transition peried could result i
disorderly termination or divestiture of swaps activities and considerable disruption to swaps |
markets and financiall markets that could weaken lending markets and result in a similar negative
impact on job creation and capital formation.

After considering the written findings set forth abeve, and after consulting with the CFTC
and the SEC, the Director, in consultation With the General Counsel, acting pursuant to delegated
autherity, has determined to establish a 24-month transition period under section 716(f) for
CANY beginning oa July 16, 2013.



This approval is conditioned on the facts and representations set forth in CANYs
correspondence. These feﬁlfeseata_tiaas are deermed to be conditions imposed in witing by the
Board in connection with the findings and desision hereln and, as stich, may be enfercad in
proceadings under applicable law. Any change in the facts and representations prasented eould
Fesult in a different conclusion and should be reported 16 Board staff inmediately.

it you have any questions concerning this letter, please eontact Paige Pidane, Counsel, at

EQOQ) 4523803, or Christine Graham, Seni6k Attoraey, at (202) 4523005, bath of the Board's
egal Divisien.

Sineerely yours,

Robert deV. Frierson

Secretary of the Board

e6:  fvan . Hurwitz, Vice President
Federal Reserve Bank of New York



