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Summary
Fewer believes that particular provisions in the DMTAA could undermine important market
functions.

Central Counterparty Clearing
Fewer believes that central clearing should be encouraged, but that the DMTAA proposals create
too broad of a role for exchanges.
e Broadening the role of exchanges to include execution could be disruptive to OTC
markets.
e Fewer worries that standardizing OTC products would be disruptive because CDS cannot
be easily broken down into individual credit risks.
e Requiring all OTC transactions to be cleared on an exchange would reduce liquidity by
inhibiting the integration of CDS and underlying cash markets.

Transparency

Fewer believes that creating a central trade repository to make public information on the size,
reference entity and product break down of the derivatives market will reinforce public
confidence in CDS markets.

Requirement of Financial Exposure
Fewer does not agree with the DMTAA’s provision require bond ownership to purchase CDS.
e There are legitimate risk management uses of CDS that would be restricted by this
provision.
e This would reduce activity in the CDS market and act against the credit stimulation
provisions of the Stimulus Bill.

Additional Unintended Consequences of DMTAA

Fewer believes that the DMTAA inhibits capital market formation and therefore will drive OTC
activity and market innovation to foreign markets.
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