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WMBAA Responds to the NY Fed Report “Policy Perspectives on the OTC Derivatives Market Infrastructure”

WASHINGTON, D.C. – March 26, 2010, The Wholesale Market Broker’s Association, Americas (“WMBAA”) has sent the attached letter to the Federal Reserve Bank of New York in response to their Staff Report on “Policy Perspectives on OTC Derivatives Market Infrastructure”, dated January 2010. 

The highlights of the letter are as follows:

· The Fed has made outstanding progress in its efforts to bring greater transparency to the derivatives markets. We support the New York Fed’s efforts to reduce risk in derivatives products without diminishing the value of a robust market that provides liquidity and stability. 

· Fair and open and non discriminatory access to clearinghouses and central counterparties ("CCPs") are critical to ensure competition and innovation that is in the best interest of the economy. 

· Increased anonymous central counterparty clearing will broaden the number of institutions participating on ETPs and will attract additional market makers. 

· Certain OTC derivative trades should remain bilateral to maintain the availability of customized products that companies need to best manage their risk. 

· Exchanges do not necessarily provide the transparency and effective competition that regulators are seeking. 

· The flexibility provided by a wide array of brokerage methodologies (ranging from voice, to hybrid to electronic) has proven effective as a critical component to generating adequate liquidity for a wide range of products. 

· Pre-and post trade transparency to market participants can be achieved equally through exchange traded transactions reported to a CCP and OTC traded transactions reported to a CCP. 

· The flexibility in modes of execution offered by the wholesale brokers best suits the trading needs of the market participants in the OTC derivative markets and has proven effective as a critical component to aggregating liquidity as products become more standardized. 
· The aggregate price and volume information regulators and investors need is currently available through many mediums. 

· A TRACE-like post-trade price transparency system could provide non-market participants with the same post trade price transparency which is currently available in the corporate and municipal bond market today. 

· Pre-trade price transparency and/or real time trade reporting may have a chilling effect on a firm’s willingness to take on risk as it may affect its ability to hedge its risk.

The Chairman of WMBAA, J. Christopher Giancarlo, Executive Vice President at GFI Group Inc., is available for further comment. 

The full text is also available at www.wmbaa.org/News
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Charlotte McCrum 

Brunswick Group 

+1 212 333 3810 

The WMBAA is an independent industry body representing the largest wholesale and Interdealer Brokers ("IDBs") operating in the North American wholesale markets across a broad range of financial products. IDBs serve as intermediaries for banks and other financial institutions that facilitate access to a full range of OTC and exchange-traded products and their associated derivatives. IDBs are registered broker/dealers for securities activities and are regulated by numerous agencies, including the SEC, the Federal Reserve and, for relevant markets, the CFTC.

