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 Gensler articulates the importance of regulating all derivatives dealers and markets.  He 

lists four key objectives of the regulations: 1) lower systemic risks, 2) promote the transparency 

and efficiency of markets, 3) promote market integrity by preventing fraud, manipulation, and 

other market abuses, and 4) protect the public from improper marketing practices.  In order to 

meet these goals, he proposes a regulatory regime focused on dealers and another focused on 

markets.  Dealers should have to be registered and should be subject to conservative capital 

requirements and initial margin requirements.  Fraud, manipulation, and other abusive practices 

should be prohibited.  CFTC regulated OTC derivatives should have to conform to position 

limits when they perform or affect a significant price discovery function with respect to regulated 

markets.  Dealers should also be subject to business conduct standards, including timely and 

accurate confirmation, processing, netting, documentation, and valuation of all transactions.  

They should also be required to keep records and adhere to reporting requirements, including 

keeping a complete audit trail and reporting any trades that are not centrally cleared to a 

regulated trade repository.  This information should be made available to all relevant federal 

financial regulators and aggregated information on positions and trades should be made public.  

With respect to derivatives markets, all derivatives that can be moved into central clearing 

should be required to be cleared through regulated central clearing houses and brought onto 

regulated exchanges or regulated transparent electronic trading systems. Clearing houses should 

establish and maintain robust margin standards and other risk controls.  Central counterparties 
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should be subject to fair and open access criteria for participation.  They should also establish 

rules that allow for indirect participation in central clearing.  There should be an established 

system of timely trade reporting and prompt dissemination of prices and trade information to the 

public. Furthermore, consistent position limits should be applied and exemptions clearly defined.  

To enable the SEC and CFTC to enforce all of these regulations, the Commodity Exchange Act 

and security laws should be amended to provide them with clear authority and the definition of 

“OTC derivative” should be clarified. 

 


