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Market Challenges in 2014 – Wells Fargo FCM 

 
 

I. How Do We Manage the Market/Customer Impact of Global Regulatory Implementation? 
• Increased capital/funding/margin requirements on market participants 
• Ensure customers have access to liquidity and market venues required to hedge/manage risk 
• Implementation of new technology and products required to manage trade and collateral flows 

 
II. Areas of Focus 

• Swap Execution Facility (SEF) 
• Collateral Rules 
• Protection of Client Money 
• Cross-border Guidance 

 
III. Question & Answer 
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Swap Execution 
Facilities 

 
 

 

Protection of 
Client Money 

 

 
Global Regulatory 

Environment 
 
 

• Buy-side focused primarily on 2-4 venues 

• Skeptical that liquidity will exist to support 
more platforms 

• Primary concern – Central Limit Hub 
implementation and preparedness for MAT 
date 

 
 
 
 

Collateral & 
Liquidity  

 
 
 

Customer Feedback FCM Impact 

• FCM should be agnostic to where client 
sources liquidity 

• FCM will be required to monitor changes as 
liquidity shifts 

• Complying with CFTC Reg. 1.73 and 
integrating with the SEF and Central Limit 
Hub community 

• Increased margin requirements for centrally 
cleared trades and limitations on 
eligible/acceptable collateral 

• Requesting funding commitments from FCM 
and/or Bank partner to assist with contingent 
liquidity needs 

• CCP liquidity management and uncertain 
collateral/capital impact to end-users 

• Managing different eligibility criteria and 
concentration limits by CCP 

• Determining appropriate product mix – Repo, 
Secured Committed Credit Facilities required 
to address the expanding liquidity need of the 
customer 

• Providing cross-margining services to optimize 
customer margin requirements 

• Ensure client money is protected whether Seg. 
Pool or LSOC and regardless of the regulatory 
regime  

• Concerned about the pass-through costs 
associated with increased protection 

• Providing various options based on customer 
requirement – Full seg., Tri-party, etc. 

• Managing house residual interest requirement 
to ensure compliance with daily liquidity and 
potential customer fails 

• Cross-border guidance and definition of US 
Person 

• Treatment of customer collateral and eligibility 
of collateral for margin 

• Providing customer access to multiple/global 
CCP’s and managing differences 

• Determining capital, funding/liquidity and 
services required based on regulatory regime 
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This document and any other materials accompanying this document (collectively, the “Materials”) are provided for general informational purposes. By accepting any Materials, the recipient 
thereof acknowledges and agrees to the matters set forth below in this notice.   
Wells Fargo Securities makes no representation or warranty (express or implied) regarding the adequacy, accuracy or completeness of any information in the Materials. Information in the 
Materials is preliminary and is not intended to be complete, and such information is qualified in its entirety. Any opinions or estimates contained in the Materials represent the judgment of 
Wells Fargo Securities at this time, and are subject to change without notice.  Interested parties are advised to contact Wells Fargo Securities for more information.   
The Materials are not an offer to sell, or a solicitation of an offer to buy, the securities or instruments named or described herein.  
The Materials are not intended to provide, and must not be relied on for, accounting, legal, regulatory, tax, business, financial or related advice or investment recommendations.  No person 
providing any Materials is acting as fiduciary or advisor with respect to the Materials.  You must consult with your own advisors as to the legal, regulatory, tax, business, financial, investment 
and other aspects of the Materials.   
Wells Fargo Securities is the trade name for certain capital markets and investment banking services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Securities, LLC, 
member FINRA and SIPC, and Wachovia Bank, National Association. 
Notwithstanding anything to the contrary contained in the Materials, all persons may disclose to any and all persons, without limitations of any kind, the U.S. federal, state or local tax treatment 
or tax structure of any transaction, any fact that may be relevant to understanding the U.S. federal, state or local tax treatment or tax structure of any transaction, and all materials of any kind 
(including opinions or other tax analyses) relating to such U.S. federal, state or local tax treatment or tax structure, other than the name of the parties or any other person named herein, or 
information that would permit identification of the parties or such other persons, and any pricing terms or nonpublic business or financial information that is unrelated to the U.S. federal, state 
or local tax treatment or tax structure of the transaction to the taxpayer and is not relevant to understanding the U.S. federal, state or local tax treatment or tax structure of the transaction to the 
taxpayer. 
IRS Circular 230 Disclosure:   
To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice contained in the Materials is not intended or written to be used, and cannot be used, for the 
purpose of (i) avoiding tax penalties or (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein. 
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