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Pickel believes that OTC derivatives are extremely beneficial because they allow

customers and dealers to transfer risk. Because they transfer risk, Pickel believes that OTC
derivatives alone to not create risk. He does, however, recognize the need for some regulation.
He notes that the industry is working towards moving standardized contracts to a clearing
platform, similar to that which was described in the Administration’s proposal. The industry also
intends to achieve buy-side access to CDS clearing by the end of the year. He notes that
customized contracts should not be subject to the same requirements as standardized contracts
and that doing so would result in higher costs and increased risks. Griffin also agrees with the
Administration’s call for trades to be cleared or, if not cleared, reported to a trade repository. He
notes that any regulations beyond these measures would be redundant and cumbersome to
businesses. Griffin believes market forces should be allowed to determine the most efficient way
to trade OTC contracts and that regulators should not require standardized contracts that can be
cleared to also be regulated on an exchange. Griffin concludes his testimony by offering four
fundamental criteria for regulations: policy initiatives should recognize the important role of
OTC derivatives in the U.S. economy, they should enable firms of all types to improve risk
management, they should reflect an understanding of how OTC derivatives markets function and

their true role in the financial crisis, and should make essential risk management tools available

and affordable to a wide range of end users.
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