Meeting Between Staff of the Federal Reserve Board, Federal Deposit
Insurance Corporation, and Office of the Comptroller of the Currency
and the Financial Services Forum
May 21, 2019

Participants: Norah Barger, David Lynch, Michael Pykhtin, Missaka Warusawitharana, Mark
Handzlik, Noah Cuttler, and Mark Buresh (Federal Reserve Board)

Guowei Zhang and Ron Shimabukuro (Office of the Comptroller of the Currency)
Irina Leonova (Federal Deposit Insurance Corporation)

Sean Campbell (Financial Services Forum); Timothy Becker (Citigroup); Bengt
Redinger (Bank of America); Andrew Nash (Morgan Stanley); Joseph Hwang
(Goldman Sachs); Alistair Webster and Beth Cleland (JP Morgan Chase); Jennifer
Xi (State Street Corporation); David Portilla and Chen Xu (Debevoise &
Plimpton)

Summary: Staff of the Federal Reserve Board, Federal Deposit Insurance Corporation, and the
Office of the Comptroller of the Currency (collectively, the agencies) met with representatives of
the Financial Services Forum and member banking organizations to discuss the interagency
notice of proposed rulemaking on the Standardized Approach for Calculating the Exposure
Amount of Derivative Contracts (SA-CCR). The Financial Services Forum discussed the
attached materials. A point of particular emphasis was the importance of understanding the
aggregate impact of the agencies’ rules and how the SA-CCR proposal effected the aggregate
impact.
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| About the Financial Services Forum

The Financial Services Forum is an economic policy and advocacy organization whose members are the chief
executive officers of the eight largest and most diversified financial institutions headquartered in the United

States. Forum member institutions are a primary source of lending and investment in the United States and

serve millions of consumers, businesses, investors, and communities throughout the country. The Forum promotes
policies that support savings and investment, deep and liquid capital markets, a competitive global marketplace, and
a sound financial system.
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| Comprehensive Impact Study

Q S Needed to Anal yze Cunul ative | npacts

Recommendation: A comprehensive impact study is ne eded to analyze how the proposal fits

with the broader regulatory capital framework.

«  The Forum is conducting a data collection effort to gather information that will consider
the comprehensive impact of Basel Ill finalization, stress capital buffer and other pending
or outstanding proposals.

This type of analysis is necessary for an informed approach to finalizing the broader
capital framework for GSIBs.

Recommendation: Accordingly, SA-CCR should be mand atorily effective no earlier than the
effective date of the Basel Il finalization, which should follow only after a comprehensive data
study has been conducted. Once the proposal has bee  n finalized, firms should have the ability
to early-adopt SA-CCR before the implementation dat e of the Basel Ill finalization (the NPR
contemplates early adoption before the mandatory ef  fective date).
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| Coherence of Framework

The SA-CCR franmework shoul d be used consistently across prudenti al

st andards and due consideration should be given to howits

| npl enentati on would i npact other regulatory requirenents (e.g. stress
testing).

Recommendation: The SA-CCR framework should be use d

consistently throughout the agencies’ prudential st andards.

 The proposal does not discuss whether the SA-CCR fr amework
also would be used to measure counterparty credit r ISk In certain
other contexts (FR Y-15, CVA capital, stress tests,  etc.).

The proposal also does not discuss whether the mode ling and
other assumptions implicit in the proposal would be applied to
the agencies’ other frameworks ( e.g., CCAR LCPD).

o See timeline in Appendix.
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The calibration of the SA-CCR franmework should reflect industry
comments to ensure that it is appropriately risk sensitive and
consi stent with Congressional intent.

Recommendation: The proposal should be revised to be consistent with the Congressional

determination to avoid unnecessary costs for commer cial end users.

We support ISDA’s recommendations in this regard an d therefore recommend that the
1.4 alpha factor should not apply to such transacti ons.

Recommendation: The agencies should revisit the ca  libration of certain aspects of SA-
CCR in order to avoid the substantial increase inc  apital requirements as highlighted in the
ISDA data study. In particular, agencies should avo id any “gold plating” of the Basel

Committee’s framework. We support ISDA’'s recommend  ations in this regard and key
examples include:
Application and calibration of the alpha factor;
Calibration of the supervisory factors for commodit y derivatives and equity
derivatives; and

Increase in risk-sensitivity with respect to recogn ition of collateral and diversification,
among others.
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A- CCR | npl enentation as a Conponent of Basel |11 Finalization

SCB

G-SIBSurcharge Recalibration timing less clear

Buffer

CCYB Applicability timing less clear
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r SA-CCR

Numerator

FRTB IMA

FRTB SA

Revised Credit Risk Framework

CVA

Denominator

Ops Risk SA

Output Floor

\___ Other BCBS standards?

- Pending U.S. rulemaking

Anticipated effective date

BCBS finalized standard awaiting U.S. rulemaking

1 Awaiting U.S. specific guidance on CCAR application -
2 Securitization framework, Long-term treatment of provisions, IRRBB, Investment fund framework
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