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Summary
Brickell believes that CDS serve important financial purposes and is concerned with particular
points in the DMTAA regulation.

Management of Credit Risk in Swaps Transactions
Brickell does not believe that private contracts for derivatives should have to be cleared because
they already manage their risks.

e Such technigues to manage risk include experts to analyze the quality of each
counterparty, well-documented transactions, and bilateral netting.

Brickell also notes several negative effects of forcing all OTC transactions to be cleared:

e Centralizing the clearing process would mean that any problems that choke up that
system would be felt across the entire derivatives market.

e Placing credit risk in a new central counterparty could create another institution that is
“too big to fail.”

e A centralized clearinghouse would reduce market discipline by taking the responsibility
for risk away from parties engaging in OTC activities.

e A new central clearinghouse would be a costly endeavor, whereas increasing the use of
bilateral netting to would come at a very low cost.

Page 1


http://agriculture.house.gov/testimony/111/h020409/Brickell.doc

