
September 4, 2019 

Vanessa Countryman, Secretary 
Securities & Exchange Commission 
100 F Street, N.E. 
Washington, DC 20549 

Re: File No. SR-CBOE-2019-044, Release No. 34-86603 

Dear Ms. Countryman: 
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IMC Chicago, LLC d/b/a IMC Financial Markets ("IMC") appreciates the opportunity to submit 
this letter in support of the proposal by the Cboe Exchange, Inc. ("Cboe") to permit routine, 
recurring transfers of existing positions in options on, from, or to a Clearing Trading Permit Holder 
off the exchange, if the transfer establishes a net reduction of risk-weighted assets ("RWA") 
attributable to the positions (an "RWA Transfer" or the "Proposal"). The Proposal offers a 
mechanism that is reasonably designed to counter the current impact of capital constraints imposed 
on U.S. bank affiliated clearing firms in large part due to the Current Exposure Method ("CEM"). 
Part of the regulatory regime designed to address counterparty credit risk, CEM employs a flawed 
formula to identify the capital charge for a listed-options portfolio that fails to account for the off
setting of deterministically linked options, thereby requiring clearing banks to maintain artificially 
higher levels of capital than necessary to cover the actual positional risk. As an active liquidity 
provider and market maker in centrally cleared exchange-listed derivative products, IMC bears 
direct witness to the adverse impact of the artificial capital constraints imposed on bank affiliated 
clearing firms as a result of CEM. IMC, therefore, supports Cboe's effort to offer an additional 
tool to address issues raised by CEM for positions in listed options. 

Background 

IMC is part of a global firm with over 700 employees worldwide and affiliates trading in 
Amsterdam and Sydney. IMC operates as a proprietary trading firm and registered broker-dealer, 
engaging in the U.S. financial markets as a bona-fide market maker and providing liquidity on 
nearly every listed equities and derivatives market in the United States. IMC is a Lead Market 
Maker in over 500 option classes and over 150 ETFs, and is one of five Designated Market Makers 
on the New York Stock Exchange. As such, IMC is well aware of the complexity associated with 
accurately managing both capital and risk. 

Unfortunately, CEM employs a flawed formula to identify the capital charge for a listed-options 
portfolio that incorrectly measures risk and fails to account for the offsetting of deterministically
linked options positions. This failure means regulated clearing banks must maintain capital that is 
grossly and artificially out of proportion to the actual risk of the position they are covering. This 
approach particularly penalizes banks who clear market maker accounts, forcing banks to severely 
restrict the portfolios of their clearing clients on a per contract basis regardless of actual risk, which 
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actually increases (rather than decreases) systemic/liquidity risk. In tum, market makers have to 
ration capital allocation from their clearer, arbitrarily restricting their ability to make markets and 
provide liquidity. Higher capital costs and arbitrary limits on capital usage are exacerbated during 
moments of volatility or price-dislocation events-precisely the time when flexibility and liquidity 
is most desired. 

IMC Supports Cboe's Proposal to Permit Routine, Recurring Off-floor RW A Transfers 

IMC supports mechanisms designed to provide participants with an efficient means to reduce 
RWA capital requirements attributable to positions held in accounts with U.S. bank affiliated 
clearing firms. By permitting off-exchange transfers on a routine, recurring basis, the Proposal 
establishes a tool by which options market makers may alleviate the burdensome restrictions 
otherwise imposed by U.S. bank affiliated clearing firms as a result of CEM. More efficient capital 
management, not otherwise subject to artificial constraints, facilitates opportunities to provide 
additional liquidity in the listed options market. Permitting these sort of R WA Transfers, therefore, 
allows options market makers to recognize, in a more economically rational way, the risk reducing 
benefits of a balanced derivative portfolio-to the benefit of investors generally. 

Conclusion 

CEM continues to have significant adverse consequences for the exchange-listed derivatives 
market. Alleviating those impacts-and the increased market risk they foster-is of primary 
importance. For these and the foregoing reasons, IMC respectfully encourages the approval of 
Cboe's Proposal, as a reasonably designed mechanism to more efficiently manage capital. 

s 
General Counsel 

2 


