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ISDA: Key Issues

« Extraterritoriality
* Margin Requirements
» Portfolio Compression

« Benchmark Reforms
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Extraterritoriality
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Extraterritoriality: Key Issues

* Resolve the many logistical, operational and legal
problems arising from implementation of the new
regulations

— Regulatory clarifications, extensions and no action letters

* Ensure a coherent and consistent approach on cross-
border issues

— |ISDA issued principles for inter-jurisdictional recognition of
derivatives regulation through a principles-based substituted
compliance methodology

— |OSCO has an important role to play
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Non-Cleared Margin Requirements

 Mandatory IM rule should recognize the risk-reducing benefits of
clearable swaps that offset the risk of non-clearable swaps.

— IM should be based on the paired transactions and not solely on the non-
cleared transaction.

* Pro-cyclical nature of IM rule could further stress both institutions and
markets in volatile markets

« Mandatory IM regime could harm risk-hedging that is important for
many economic sectors

— Further economic analysis should be conducted to isolate the incremental
costs and benefits of mandatory IM

— Consideration should be given to a net risk IM approach.
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Portfolio Compression

 Portfolio compression has reduced notionals by $250
trillion

» ISDA is forming a Global Compression Task Force to
further increase compression levels:

— Develop best practices for compression

— Coordinate one or more compression “big bangs”

— Embed and automate compression

— Report on progress and highlight future areas of focus.
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Industry Benchmarks: ISDAFIX

 Two-phased process for moving to an alternative, market-based
ISDAFIX rate setting that reflects evolving best practices

— First: strengthen the process by which the ISDAFIX interest rate
benchmark is determined and calculated.

— Second: move from the current bank submission based model
to an automated model that utilizes live prices from multilateral

trading facilities.

» |SDA is participating on FSB’s Market Participants Group.
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Summary

ISDA continues to work for safe, efficient markets

« Advocating for a globally consistent regulatory
framework

* Providing essential support and services to our members
to help them cope with the tidal wave of change

« Engaging on a broader level with global policymaker and
market participants on major issues
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