Berkeley Center for Law, Business and the Economy
UC Berkeley School of Law

Witness: Michael Masters, Managing Member/Portfolio Manager, Masters Capital
Management, LLC

Hearing: 2009 Derivatives Markets Transparency and Accountability Act (DMTAA)
Date: February 4, 2009

Link: http://agriculture.house.gov/testimony/111/h020409/Masters.pdf

Summary

Masters mainly emphasizes the clearing of OTC transactions, which he believes is critical to
enhancing transparency and reducing systemic risk. He believes that the DMTAA could be

strengthened by applying its speculative position limits to all participants in the commodity

derivatives markets.

Clearing of OTC Transactions
Masters believes that all OTC transactions should be cleared on an exchange.

Reducing Systemic Risk
In addition to clearing all OTC transactions, Masters believes that systemic risk can be reduced
through strengthening margin requirements.

Eliminating Excessive Speculation
Masters believes that all participants in the commodity derivatives markets should be subject to
the same regulations and speculative position limits.

e Masters agrees with the DMTAA’s provision that creates a position limit advisory panel.

o However, he believes that the exchanges and speculators should not be included
on the panel.

Cited Articles
e Masters includes an article in his testimony, but it mainly focuses on the 2008
commodities bubble and the damage it has done. There is no analysis of regulation.

! Michael Masters and Adam White (CFA), “The 2008 Commodities Bubble: Assessing the Damage to the United
States and Its Citizens.” February 4, 2009. www.accidentalhuntbrothers.com. (A copy of the article can be found in
Masters’ testimony.)
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