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Americans for Financial Reform (“AFR”) appreciates this opportunity to respond to the 

Financial Stability Board’s request for comments on its “Feasibility Study on Approaches to 

Aggregate OTC Derivatives Trade Repository Data”.  AFR is a coalition of more than 200 

American civil society organizations that have come together to advocate for reform of the 

financial industry. Members of AFR include major labor, consumer, civil rights, investor, retiree, 

community, and faith based groups. A list of AFR members is attached and further information 

on AFR is available at www.ourfinancialsecurity.org. 

Improving the transparency of financial risk exposures for both regulators of the system and the 

broader public is a critical priority for financial reform. The failure of regulators to properly 

monitor and understand risk exposures, particularly in the derivatives markets, was a major 

contributor to the global financial crisis. Without developing the capacity to track and monitor 

financial risk exposures in the global markets, including the possible migration of risk exposures 

to less regulated ‘shadow banks’, it is difficult to see how financial oversight can possibly be 

reliable. The aggregation of derivatives data to produce clear and comprehensible metrics of 

counterparty exposure is central to improved transparency.  

Unfortunately, progress on improving this basic element of regulatory capacity has been 

distressingly slow. Within the United States, regulators have stated that they cannot properly 

aggregate derivatives exposure data even within the various U.S. dealers and the four U.S. trade 

repositories.
1
  Globally, there are eighteen repositories located in ten different jurisdictions, as

well as numerous swap dealers – a challenge far greater than aggregating within a single 

jurisdiction. As this FSB report admits frankly, “global and comprehensive data aggregation is 

not possible under current arrangements”. The recent senior supervisor’s report showing that 

many major global banks are unable to aggregate even their own major counterparty exposures 

makes it clear that the inability to produce accurate, reliable, aggregated exposure data creates 

fundamental risk management problems across the financial system that must be addressed.
2

It is remarkable that in August, 2008 representatives of the major banks laid out best practices 

goals that included the capacity to track and aggregate the prior day’s risk exposures ‘within a 

matter of hours’, yet more than five  years later we remain so far from that goal.
3
 In light of the

importance of this issue and the extraordinarily slow progress achieved to date, AFR believes 

that the status quo is unacceptable. This implies that Option 3 in this document – which relies on 

1 Osipovich, Alexander, “CFTC Has ‘Turned the Corner’ On Swaps Data Mess, Says O’Malia”, Energy Risk, 
February 7, 2014.  
2 Senior Supervisors Group, “Progress Report on Counterparty Data”, January 15, 2014.  
3 Counterparty Risk Management Group, “Containing Systemic Risk: The Road to Reform”, Report of the 
CRMPG III, August 6, 2008. 
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the current status quo of individual national regulatory authorities working with trade 

repositories and then sharing the results on a regulator-to-regulator basis – must be rejected by 

the FSB. Continuing with the system described in Option 3 promises only to perpetuate the 

unacceptably slow pace of progress observed since the financial crisis. 

If the FSB rejects Option 3, as it should, this leaves the choice between proceeding with further 

examination of Option 1 or Option 2.  Option 1 involves a data center where all global 

derivatives data is physically stored for aggregation and reporting. Option 2 would be similar to 

Option 1, except that the data center would be ‘virtual’ – rather than physically storing the data, 

it would be accessed through requests to trade repositories all over the globe. The issues 

involving aggregation of the data once accessed appear to be similar between the two options, 

but the options differ in terms of data availability. 

The report does not contain sufficient information for us to fully assess the strengths and 

weaknesses of the two options. Much depends on the reliability of access to remote data that is 

not physically stored at the data center location. If the availability of such data can be made truly 

reliable at a low investment in time and effort, then Option 2 is feasible. Otherwise, Option 1 

appears superior. This seems to be an involved technological question that will require 

substantial engagement with information technology experts to determine. We suggest that the 

FSB continue to explore both options until a definitive assessment can be made. 

However, we would suggest that the FSB be guided by two broad priorities in making its 

decision: 

1) First, the lines of authority and responsibility should be clear. A governance structure

should be set up that creates a single entity responsible for implementing an aggregation

mechanism that can produce derivatives exposure data on demand and reliably.

Obviously such an entity will need input and oversight by an international group. But a

single entity involving a limited group of participants should be given clear authority and

responsibility for success in this important effort.

2) Second, the FSB should be guided by the need to implement a genuinely reliable

aggregation mechanism as rapidly as possible. The aggregation capacities of the

mechanism should be completely tested within a reasonable timeline, and the ability to

aggregate should be reliable and not vulnerable to technical differences between local

trade repositories.

A single public entity appears to be a better governance structure for establishing clear lines of 

authority and responsibility described above. For this reason, AFR would favor a governance 

structure similar to the ‘international data hub’ (described in Box 3 on p. 27 of the report) rather 

than a public/private partnership with multiple tiers such as the governance mechanism for the 

global LEI project. It should be remembered that the global LEI project involved promulgating a 

data standard rather than the actual gathering and analysis of large amounts of data. This is quite 

different than the challenge involved in derivatives data aggregation.  



Finally, putting a high priority on reliability and speed of implementation may call for 

centralizing actual data storage, along the lines of Option 1. If remote access such as Option 2 is 

chosen, an extensive testing regime will be required to ensure that all significant aggregation 

scenarios are adequately tested and the mechanism can properly access and analyze data from all 

global trade repositories. Such tests would have to be repeated periodically to determine if 

technical changes at the trade repository level had made it more difficult to access or aggregate 

data. If the full universe of derivatives data is routinely transferred to a single location, as in 

Option 1, it may prove to be easier to see any issues arising from technical differences between 

repositories or national data infrastructures. However, as noted above, the technical issues 

involved in the choice here are complex and it would be appropriate for the FSB to continue to 

explore both options with information technology experts. 

Thank you for the opportunity to comment on this consultative paper. Should you 

have additional questions, please contact Marcus Stanley, AFR’s Policy Director.    
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Following are the partners of Americans for Financial Reform. 

All the organizations support the overall principles of AFR and are working for an accountable, 

fair and secure financial system. Not all of these organizations work on all of the issues covered 

by the coalition or have signed on to every statement. 

 

 AARP (American Association of Retired Persons) 

 A New Way Forward 

 AFL-CIO  

 AFSCME 

 Alliance For Justice  
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 American Sustainable Business Council 

 Americans for Democratic Action, Inc 

 Americans United for Change  

 Campaign for America’s Future 

 Campaign Money 
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 Center for Economic and Policy Research 

 Center for Economic Progress 
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 Center for Responsible Lending 
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 La Casa Federal Credit Union, Newark NJ  

 Low Income Investment Fund, San Francisco CA 
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