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January 31, 2014 

Office of the Comptroller of the Currency 
400 7th Street, S.W., Suite 3E-218 
Mail Stop 9W-11 
Washington, D.C. 20219 
Attention: Legislative and Regulatory Activities 
Division 
Docket ID OCC-2013-0016 
RIN 1557 AD 74 

Board of Governors of the Federal Reserve 
System 
20th Street & Constitution Avenue, N.W. 
Washington, D.C. 20551 
Attention: Robert de V. Frierson, Secretary 
Docket No. R-1466 
RIN 7100-AE03 

Federal Deposit Insurance Corporation 
550 17th Street, N.W. 
Washington, D.C. 20429 
Attention: Robert E. Feldman, Executive Secretary 
RIN 3064-AE04 

Re: Liquidity Coverage Ratio: Liquidity Risk Measurement, Standards, and Monitoring 

Ladies and Gentiemen: 

BAFT-IFSA is an international financial services trade association whose membership includes a broad 
range of financial institutions throughout the global community. As a worldwide forum for analysis, 
discussion, and advocacy in international financial services, BAFT-IFSA member banks provide 
leadership to build consensus in preserving the safe and efficient conduct of the financial system. 

BAFT-IFSA appreciates the opportunity to comment on the notice of proposed rulemaking by the Office of 
the Comptroller of the Currency ("OCC"), the Board of Governors of the Federal Reserve System 
("Federal Reserve") and the Federal Deposit Insurance Corporation ("FDIC" and, collectively, the 
"Agencies"), entitled Liquidity Coverage Ratio: Liquidity Risk Measurement, Standards, and Monitoring 
(the "US Proposal" or "Proposed Rule").1 The Proposed Rule implements published liquidity standards by 
the Basel Committee on Banking Supervision ("Basel Committee" or "the Committee") for a global liquidity 
coverage ratio ("Basel LCR").2 The US Proposal would implement the liquidity coverage ratio ("LCR") for 
banking organizations that are subject to the advanced approaches risk-based capital rules, their 
respective consolidated subsidiary depository institutions with total consolidated assets greater than $10 
billion, and nonbank financial companies designated by the Financial Stability Oversight Council for 
supervision by the Federal Reserve that do not have substantial insurance activities. 

BAFT-IFSA supports the goals of the Basel Committee and the Agencies in promoting a more resilient 
banking sector and agrees that a strong banking system is the basis for sustainable economic growth. 
An integral part of this important effort has been the establishment of a basis for a quantitative liquidity 
regime and, in this regard, the LCR is an important tool for proper liquidity risk management. A crucial 
element of this reform, however, is the implementation of a globally consistent LCR. As such, BAFT-IFSA 
is concerned that material and significant differences from the Basel LCR reflected in the US Proposal 
could have a detrimental impact on banks with cross-border operations. Additionally, BAFT-IFSA believes 
that the Agencies should work through the implementation process, and through continued multilateral 
discussions at the Basel Committee, to correct and clarify issues in the LCR (and its interaction with other 

1 78 Fed. Reg. 71818 (Nov. 29, 2013) 

2 Basel Committee on Banking Supervision, Basel III: The Liquidity Coverage Ratio and Liquidity Risk Monitoring Tools, January 
2013 
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regulatory initiatives) that could have unintended consequences for the provision of real economy 
financing products. 

Introduction and Overview: 

As BAFT-IFSA represents the transaction banking segment of financial institutions globally, including the 
trade finance and cash management business lines, we are particularly concerned about the impact new 
regulatory initiatives could have on the availability and affordability of these products to the end-user 
consumer. Regulatory proposals which adversely impact transaction banking operations should be 
evaluated and adjusted. 

The G-20 has promulgated a coordinated approach to financial regulation in order to strengthen the 
operations of the global financial system. Deviation from the standards adopted by the international 
community can contribute to a decrease in cross-border financial flows. This will in turn create inefficiency 
and risk in the financial system and also drive up costs to the end-user, further reducing the ability of 
banks to support international transactions crucial to companies around the world. These considerations 
support close adherence to the Basel LCR by the Agencies in keeping with the fundamental rationale for, 
and benefits of, internationally harmonized liquidity requirements. 

In this letter we outline the key areas of concern regarding deviation from the international standard and 
discuss areas where the US Proposal would benefit from clarification or amendment. We generally are 
not revisiting aspects of the Proposed Rule agreed to in the Basel LCR, notwithstanding concerns with 
some of those aspects addressed in prior communications to the Basel Committee and other regulatory 
bodies. We do, however, raise concerns in some areas where we believe further discussion and 
clarification at the Basel Committee level would greatly benefit the overall efficacy of the LCR regime in 
order to avoid unintended consequences across all jurisdictions of the Committee. 

Key Issues and Recommendations: 

1. Address International Deviation Concerns 

A number of material and significant differences are present in the US Proposal which will have a 
substantial impact on Covered Banks' calculations of their LCRs as compared to calculations under the 
Basel LCR. We believe these differences are neither necessary nor justified due to the unique 
circumstances of the Covered Banks. BAFT-IFSA recognizes that in implementing the LCR for individual 
jurisdictions, national regulators may need to make some adjustments to the Basel LCR standard. 
However, we strongly believe that the Agencies and other national regulators should diverge from the 
Basel LCR only where unique circumstances in the relevant jurisdiction warrant such differences and, at 
the same time, the correction of unintended consequences emanating from the global standard should be 
harmonized across jurisdictions. 

Practical reasons illustrate the importance of this to the global provision of banking services. The need 
for consistency and credibility in decisions made collectively by the Basel Committee is critical, as the 
proper and efficient functioning of markets requires regulatory certainty and competitive parity across 
jurisdictions. Additionally, many Covered Banks on a consolidated basis have international footprints that 
include significant subsidiaries in non-US jurisdictions where national regulators are adopting their own 
version of the Basel LCR. There are considerable operational challenges when applying different 
standards at the level of subsidiaries whose LCR calculations are part of the consolidated parent covered 
company. 

In addition to specific concerns for transaction banking outlined further in this section, international 
deviation should be corrected in several explicit areas to avoid perverse consequences. First, BAFT-
IFSA believes that the US Proposal's requirement to maintain more High Quality Liquid Assets (HQLA) 
than mandated by the Basel LCR detracts from the goal of competitive equality across jurisdictions. 
Requiring banks in different jurisdictions that have matching operations to maintain substantially different 
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