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Senior Vice President

and Befuty General Counsel
SunTrust Bank
3333 Peaghtree Road, NE
Atlanta Financial Center
South Tower, 8% Floer
Atlanta, Georgla 30326

Subject: Request for a transition peried under section 716(f) of the Dodd-Frank Aét
Dear Mt. Bloom:

This msgeads to the request filed by SunTrust Bank (“SunTrust®) for a transition Fefied
under section 7 6{1‘) of the Dedd-Frank Wall Street Reform and Consumier Protestion Ast (the
“Dodd-Frank A6t®). SunTrust is a Geergia state-chartered member bank that pfewsieﬁalg
registered as a swap dealer with the Commmedity Futures Trading Cotmmissien (the “CFTCY) on

May 30, 2013,

. Seetion 716 of the Dodd-Frank Act generally prohibits the provision of “Federal
assistance” to any swaps entity, subject to certain exceptions for insured depesitory institutions.
A swifsoemtieylggeertily Siclud ésani s wapddeal essisemty b aithswapsdetiber 7 i (19 wapthe use of
participaat\vannes) boseenyi Sebeasd Resapgartiiigaatithat i segistevetiondentierCopamod ity
ExcharnggatcoofatliéySethtiteadhadeanglgifittyodi i3 4 cai app B¢ ofith Eertaial Reseptons.
Act, Feudal Deposit Insurance Corporation insurance or guarantees. ..." 15 U.S.C.
§ 83&5(1'3}(131 ﬁﬁ@tﬁ@i@; that the appropriate Federal banking agency “shall permit” an
hsivapsieptitygenerathutnalutes anyisuapagealarapacetityyasethsitian derton axaypr:swap
arficipang olc &seﬁm:ge i SWap pericinanb thal SHegsterad fasreih & e medityeral
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) (Footnote 2 See 15 U.S.C. § 8305(b)(2). End footnote) ]
——Section716{f-provides that the appropriate Federal banking agency "shall permit" an
insured depository institution that qualifies as a swa%s entﬂK a transition period of up to
24 months to comply with the provisions of section 716. The Board of Governors of the Federal
Reserve System (thé "Board") is the appropriate Federal banking agency for SunTrust,
(Footnote 3 See 12 U.S.C. § 1813(q)(2). End footnote)



Section 716(%3 requires the Board to consult with and consider the views of the CFTC and the
Securities and Exchange Commission (the “SEC"), as ap fﬁﬁﬂate When determining an
appropiate transition period(Footnote4BoardstaffconsulteciwiththeCFTCandtheSEC.

Neither agen&y offered comment on the request. End footnote)

Backgroun

Section 716 is contained in Title ViI of the Dodd-Frank Aet, which establishes a
comprehensive hew regulatory framework foF swaps, security-based swaps, and the markets for
sueh instruments. AR orderly restructuring 6f swaps-dealing activities as a result of the
Bppheaﬂeﬂ of 5eeﬂeﬂ 716 istelated to and affected by regulatory actions 10 implement Titie VI,

eveloprent of the regulatery strusture under Title Vit 1S engeing, The CFT aﬁd the SEC
ieh have ﬁﬂfﬁafy fegulatary authority for Title VIL, are astively issuing propesed and final
ru as, as wall as guildanéa and exemptive erdars, 1o implement Title Vi, Altheu%h the Title Vit
regulatory stfuetufe is still being implementad, section 716 gaes into atfest on July 16, 2613
(Footnote 5 See Guidance on the Effective Date of Section 716 of the Dodd-Frank Wall Street Reform and
Consumbt nggmAcan'éZtEﬁdpth&gm@erZ%&Gdﬁﬂaid 2@ Beartif ¢ jred by statute to
take intbaGERRTH i FAHE OR-BEKHOR N ABE 58 &M %theﬁaar mﬁﬂadvbynstawt&to
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tn establishing the appropriate transition period to effect divestiture or cessation of
swaps-dealing aetivmes the irector has considered the Stattitory Factors as well as the extent to
which the length of the transition period would affect the potential for operational risk profleis
and other risks associated with restructuring swaps activities. in is request for transition-peried
relief, SunTrust represented that it would be required te divest or cease a portion of it§ cufrent
swaps activities in order te limit the swaps astivities to these that weuld be permissible under
section 716(d) of the Dodd-Frank Ast after the expiration of the transition peried.




Morigage Lending.

. Near-term cessation of divestiture of SunTrust’s swaps activities may inerease =
operational risk. Operational risk problems in swaps markets could easily disrupt broad finangial
farkets singe swaps are widely used by corporations, institutional {nvestors, and other financial
fﬁaéket paﬁlﬁl%aﬂt& A disruption to bread finaneial markets could indirestly disrupt mergage-
ending markets.

. Moreover, an insured depository institution that is npvating derivatives contracts of
ceasing derivatives activities may be siibjest te reputation Hsk, These risks eould negatively
affect the instred depository iﬂazitﬁuﬁm, 'S ability {6 access capital markets 6r hedge itS owh Hisk.
1 turn, this ceuld lead to a Slowdown in the insured depositery institition's 6wA morigage
farket activity and potential delays to mortgage applicants.

Divestiture or cessation of SunTrust's swaps activities in the short run may alse pose
challenges to the bank’s clients whe are active in the morigage market as investors, servicers,
and eriginaters to the extent that it eould complicate the routine implementation of risk-
management strategies. As a consequence, counterparties could more quickly run up against
their limits on counterparty exposure to SunTrust and its affiliates, wiich would likely s dhe
cost of mortgage lending o lead te a reduction i the ameunt of mortgage lending.

A 24-month transition period could significantly mitigate eFefaﬂeﬂal risk and repitation
Fisk by providing reasonable time for SunTrust to develop and implement an orderly transition
plan. ‘Lower operational risk, in turn, decreases the probability that cessation of SuRTrust's
swaps activities would adversely affect merigage llending.

Swhialt Business Lending.

Consistent with the effects on morigage llﬁMiﬂ?, niear-erm cessation oF divestiture of
SunTrust's swaps may pose operational risks and reputation risks that affeet small Business
lending by SunTrust.” Operational problems in the swaps market in general could alse have a
negative effect 6n small business kanding.

. A 24-month transition period eould mitigate these risks and, therefore, mitigate the risk
of a finansial market disfu?_tleﬂ that eould impair small busingss ieﬁdm%. Lower Fisk, 1A tuirh,
ttiau_ld deeifeads_e the probability of a financial market disruption that could adversely affect small

ustnass lending.

Job Creation.
in evaluating the effects of divestiture or cessation of Swaps dealing 6n job creation, dhe

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 of SunTrust's swaps dealings has the potential to
result in job losses if the bank reduces its lending and financial intermediation activities.

- A 24-moenth transition period eould mitigate the potential for general market disruptions,
including disruptions to credit and capital markets that eould weaken job growth and have other
Aiegative MAacro economic ERsequences.

Capital Formation.

1n evaluating the effects of divestitiire 6r cessation of swaps dealing on formation
at SunTrust, the Direetor has considered ameft}]%@ethef ﬁ}fﬁ;%s’ lending aetivities, the loss of
Retting efficiencies, and easts associaied with e modification of business practices an
complianee procedures.

Negative impacts on lending described above may have a negative effeet on _

U.S. econamic growth and eapital formation from eeuﬂtefgames, especially in the short term if
counterparties are foreed to replace swaps at SUATrust with swaps with other eounterparties.
Loss of netting efficiencies and modifications 1o business practices and compliance fHocaties
faay also negatively affect capital formation and eause a disruption in ¢apital markeis. The
Beteatial hazard of a disruption in capital markets may be more immediate than in other markets

ecause capital markets may react quickly to operatihal problems. This would be especially
true for a finaneial institution that encouriters any serious operational problems from section 716-
felaﬁke& fest{f_uezuﬂﬁg because of the relationship Batween derivatives activities and eapital
fRarkets activities.

A 24-month transition period could mitigate the potential for capital market disruptions.
Thus, By granting a sufficient transition period, risks 16 individual financial institutions and 16 the
banking system as a whole would be decreased. The benefit of mitigating the risk of eapital
fharket diSruption favers granting a 24-month transition period to SURTFUS.

Other Factors.

~ As permitted by section 716, the Director has also considered other potential effects of
requiring immediate conformance with section 716, Commpliance with seetion 716 will require an
insured depository institution, sueh as SunTrust, to (1) determine whether to terminate its swaps
activities or transter them to a third party or an affiliate; (2) itdﬁtﬁl‘ﬂgﬁmd oapilialize an affiliate, iff
appropriate, to aceept the swaps; and (Syﬁav_ate ex1stm?_ swaps to the affiliate. Terminaling o
novating existing swaps will require the parties to negotiate and enter into new or modified swap
arrangements, which could change the parties® exposure with _fes?eet to the swaps. New
agreements of modifications to existing a%feefﬁents fay fequire the parties to adjust related
transactions, including EXiSﬂﬁ% hedges. 1T an insured depository institution were required to
divest or cease these swaps activities in a shott time period, it may lead to a disorderly and
inefficient unwinding that could present operational and risk-management risks for both the
insured depository institution and ifs counterparties, These modifications could be complicated
by the fact that they would oceur simultaneously with many regulatory and structural market
€hanges.



Insured Depasitors.

tnsured depositors are protected from risk of 16ss duﬂﬁgathe {ransition Pefied ip 16 the
current standard maximurm depesit insurance amount of §250,000. The Direstor has eoneluded
that a 24-moenth transition period would be less likely to negatively affect instired deposiors than
a shorter transition period because an orderly restructuring of SupTrist’s swaps dealing over that
Feﬂad of titne would be less likely t6 have d negative effeet on the financial Realth of SuATHust
han weuld the quick cessation of swaps activitias.

Moreover, SunTrust is stibject to regulatory and other requirements designed to require
the bank to eonduet its swaps activities in a safe and sound manner. SuATrust would remain
subjest te examination te verify its conformanee with these requirements. The regulatery
ffamedwefk fitigates the risk from conduct of affected derivatives activities during the tfansition
period.

The Deposit Insurance Fund (D1F).

_ The DIF bears the risks associated with reselving an insured depesitory institution that
has failed because of problems related to its swaps dealing. This risk includes payouts from the
DIF 1o insured depesitors of the institution. The Director has decided that if is alse pecessary 16
consider the risks to the DIF that could result from potential market disriiptions under a seenario
with an inadequate transition peried. For the reasons explained abeve, an orderly restrueturing
of SunTrust's swaps dealing poses lass risk to the DiF than if the bank wers required to 6ease 6f
divest its swaps dealing without a sufficient transition peried. Ai{hsu%h SWaps dealing 8oes have
inherent risks, the aperational, reputation, , and ether Fisks to SuRTrust of a requirement for an
immediate cossation oF divestiture, as discussed abave, are mars likely te cause market
disFuptions that theaaten the DiF. Moreavar, as noted abeve, _§L{HEELI§E I8 Fequired to conduet
Ef 618d darivatives astivities 1n a safe and sound manney ?UHH%{ 8 fransifien perigd. OR
% ange, the Blf?gtaf as 60p6ludad that avelaing petential market disruptions and the negative
BEFR61S dey Could have o the DIF SUpPOH A 24-HORIN tHaRSHION PEHOA ToF SUETTHSE,
Conclusion

As set out above, the Director has evaluated the impact of divestiture of cessation of
SunTrust's swaps dealing on merigage lending, small business lending, Jab creation, and capital
formation versus the poetential negative impact on insured depesitors aRd the DIF in defermining
the appropriate 1eﬁfgth of the transition peried, Overall, the Direstor has determined that the
potantial impact of granting a 24-month transition period |s less advarse than the petential impast
of danying the transition geﬂad or providing a signifieantly shorter transition period, The i§§§ef
impaot assoeiated ith a 24-menth transitien peried [results from 1ewering the probability 8
epfﬁattaaal problems and market aisruption that eguld eesur 15 §Faﬂu§t 685 het nave
sufrielent oppertunity to restructurs its swaps dealing in an ordery Manner.

The 24-month transition period would permit SunTrust to better evaluate whether to
transfer the swaps activities to a third party or an affiliate(s) and which affiliate(s) is hest



positioned to aceept its swaps business. The 24-month transition period alse would permit the
creation of a new afﬁhaie(gs And appropriate capital plasiin affliatedthatA581mas
activities. This transition period would also allow SunTrust to evaluate its decisions in the
context of further developrent of the regulatory requirements of Title Vii.

. 1n contrast, a significantly shorter 6F o transition period could result in disorderly
termination of divestiture of swaps activities and considerable disruption to swaps markets and
finaneial markets that could weaken lending markets and result in a similar negative impact 6n
job creation and capital formatien.

After considering the written findings set forth above, and after constlting with the CFTC
and the SEC, the Director, in consultation With the General Counsel, acting pursuant to delegated
authority, has determined to establish a 24-month transition period under section 716(f) for
SunTrust beginning on July 16, 2613.

This approval is conditioned oA the facts and representations set forth in SunTrust’s
correspondence. These representations are deemed to Be conditions impesed in writing by the
Board in connection with the findings and decision herein and, as such, may be enforeed in
proceedings under applicable law. Any change in the facts and representations presented could
result in a different conclusion and should be reported to Board staff imediateﬁ)y.

if you have any guestieﬁs eaﬁeefﬂiﬂg this letter, please contact Victoria Szybillo

Gounsel, at (209) 475-6325, or Michelle Kidd, Attorney, at (202) 736-5554, both ofthe: Board's
Legal Division.

Sineerely yetirs,

Robert deV. Frierson

Secretary of the Beard



