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"for foreign financial institutions, the final rule recognizes that the U.S. 
operations of foreign banking organizations have become more complex, 
interconnected, and concentrated in recent years. The requirements in the 
final rule will bolster the capital and liquidity positions of the U.S. operations 
of foreign banking organizations and promote a level playing field among all 
banking firms operating in the United States." 

The margin requirement exclusion for foreign institutions operating in the U.S. 
contradicts the spirit, if not the letter, of the FBO rule. Moreover, it violates the intent of 
the Dodd-Frank Act, as an exemption from margin requirements for foreign entities 
operating in the U.S. threatens rather than preserves the stability of the U.S. financial 
system. Consequently, all U.S. activities of foreign entities in uncleared swaps should be 
subject to the margin and capital requirements for Covered Entities. 

The Proposed Rule provides for circumstances where foreign subsidiaries of U.S. 
financial institutions will not be subject to the margin rules altogether. The Agencies 
themselves express concern that "a foreign subsidiary of a U.S. insured depository 
institution . . . may engage in non-cleared swaps activities abroad, without having to 
register with the CFTC and SEC, and accordingly without being covered by the margin rules 
being proposed." We share the concern of the Agencies and find this situation 
unacceptable. The Agencies should employ their general safety and soundness and other 
authority to foreign subsidiaries to impose margin rules on entities which otherwise could 
avoid the U.S. margin regime for non-cleared swaps. 
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CONCLUSION 

We hope these comments are helpful as the Agencies strengthen the Proposed Rule, 
so that the final rule provides for a broad, comprehensive margin regime for all uncleared 
swaps. 
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