
 
 
 

55 Water Street 
New York, New York 10041-0099 
 

 

 

August 13, 2020 

By Electronic Mail (rule-comments@sec.gov) 

Ms. Vanessa Countryman 
Secretary  
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 

 

Re: Amendments No. 1 to File Nos. SR-FICC-2020-009 and SR-FICC-2020-802 

Dear Ms. Countryman:  

Fixed Income Clearing Corporation filed partial amendments to File Nos. SR-FICC-
2020-009 and SR-FICC-2020-802 on August 13, 2020, copies of which are enclosed. 
 
 

Very truly yours,  
 
/s/ Jacqueline Chezar 
Executive Director and  
Associate General Counsel  
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Amendment No. 1 to SR-FICC-2020-009  

Fixed Income Clearing Corporation is filing this partial amendment to SR-FICC-
2020-009 (“Proposed Rule Change”), which was filed with the Securities and Exchange 
Commission (“Commission”) on July 30, 2020.   

Please replace the text on pages 7-8 of the Proposed Rule Change with the following text 
(bold, underlined text represents additional language to the original proposed text): 

*** 

FICC would then compare the calculated market impact cost to a portion 
of the VaR Charge that is allocated to net unsettled positions in those asset 
groups.13  If the ratio of the calculated market impact cost to the 1-day VaR 
Charge is greater than a threshold, an MLA charge would be applied to that asset 
group.14  If the ratio of these two amounts is equal to or less than this threshold, 
an MLA charge would not be applied to that asset group. The threshold would be 
based on an estimate of the market impact cost that is incorporated into the 
calculation of the 1-day VaR charge, such that an MLA charge would apply only 
when the calculated market impact cost exceeds this threshold. 

When applicable, an MLA charge for each asset group would be 
calculated as a proportion of the product of (1) the amount by which the 
ratio of the calculated market impact cost to the applicable 1-day VaR 
charge exceeds the threshold, and (2) the 1-day VaR charge allocated to that 
asset group. 

For each Member portfolio, FICC would add the MLA charges for net 
unsettled positions in each asset group to determine a total MLA charge for a 
Member. 

*** 

Please replace the text on pages 29-30 of the Proposed Rule Change with the following 
text (bold, underlined text represents additional language to the original proposed text): 

*** 

FICC would then compare the calculated market impact cost to a portion 
of the VaR Charge that is allocated to net unsettled positions in those asset 
groups.16  If the ratio of the calculated market impact cost to the 1-day VaR 
Charge is greater than a threshold, an MLA charge would be applied to that asset 
group.17  If the ratio of these two amounts is equal to or less than this threshold, 
an MLA charge would not be applied to that asset group. The threshold would be 
based on an estimate of the market impact cost that is incorporated into the 
calculation of the 1-day VaR charge, such that an MLA charge would apply only 
when the calculated market impact cost exceeds this threshold. 
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When applicable, an MLA charge for each asset group would be 
calculated as a proportion of the product of (1) the amount by which the 
ratio of the calculated market impact cost to the applicable 1-day VaR 
charge exceeds the threshold, and (2) the 1-day VaR charge allocated to that 
asset group. 

For each Member portfolio, FICC would add the MLA charges for net 
unsettled positions in each asset group to determine a total MLA charge for a 
Member. 

*** 

Please replace the text on page 301 of the Proposed Rule Change with the following text 
(bold, underlined, yellow highlighted text represents additional language to the original 
proposed text): 

*** 

The calculated market impact cost for each Net Unsettled Position in an asset 
group shall be compared to a portion of the VaR Charge that is allocated to 
that Net Unsettled Position.  If the ratio of the calculated market impact cost 
to a portion of the VaR Charge is greater than a threshold, to be determined 
by the Corporation from time to time, an MLA Charge will be applied to that 
asset group. If the ratio of these two amounts is equal to or less than this 
threshold, the MLA charge will not be applied to that asset group. 

When applicable, an MLA Charge for each asset group would be calculated 
as a proportion of the product of (1) the amount by which the ratio of the 
calculated market impact cost to a portion of the VaR Charge allocated to that 
Net Unsettled Position exceeds the threshold, and (2) a portion of the VaR 
Charge allocated to that asset group. 

Each applicable MLA Charge for each asset group shall be added together to 
result in one total MLA charge. 

*** 

Please replace the text on pages 305-306 of the Proposed Rule Change with the following 
text (bold, underlined yellow highlighted text represents additional language to the original 
proposed text; bold strikethrough text indicates deletions): 

*** 

The calculated market impact cost for each net unsettled position shall be 
compared to a portion of the VaR Charge that is allocated to that net unsettled 
position. If the ratio of the calculated market impact cost to a portion of the 
VaR Charge is greater than a threshold, to be determined by the Corporation 
from time to time, an MLA Charge will be applied to the net unsettled position. 
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If the ratio of these two amounts is equal to or less than this threshold, the 
MLA Charge will not be applied to the net unsettled position. 

When applicable, an MLA Charge would be calculated as a proportion of the 
product of (1) the amount by which the ratio of the calculated market impact 
cost to a portion of the VaR Charge allocated to that net unsettled position 
exceeds the threshold, and (2) a portion of the VaR Charge allocated to that 
asset group. 

The Corporation may apply a downward adjusting scaling factor based on the 
ratio of the calculated market impact cost to a portion of the VaR Charge to 
result in a final MLA Charge, where a higher ratio would trigger a larger 
downward adjustment of the MLA Charge and a lower ratio would trigger no 
downward adjustment of the MLA Charge. 

*** 

On pages 50-58 of the Proposed Rule Change, please replace the text of Exhibit 3a 
(Impact Study Data) of the Proposed Rule Change in its entirety with the following text (The 
following pages are redacted and filed separately with the Commission.  Confidential treatment 
of such is being requested pursuant to 17 CFR 240.24b-2.): 
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Amendment No. 1 to SR-FICC-2020-802  

Fixed Income Clearing Corporation is filing this partial amendment to SR-FICC-
2020-802 (“Advance Notice”), which was filed with the Securities and Exchange Commission 
(“Commission”) on July 30, 2020.   

Please replace the text on page 9 of the Advance Notice with the following text (bold, 
underlined text represents additional language to the original proposed text): 

*** 

FICC would then compare the calculated market impact cost to a portion 
of the VaR Charge that is allocated to net unsettled positions in those asset 
groups.13  If the ratio of the calculated market impact cost to the 1-day VaR 
Charge is greater than a threshold, an MLA charge would be applied to that asset 
group.14  If the ratio of these two amounts is equal to or less than this threshold, 
an MLA charge would not be applied to that asset group. The threshold would be 
based on an estimate of the market impact cost that is incorporated into the 
calculation of the 1-day VaR charge, such that an MLA charge would apply only 
when the calculated market impact cost exceeds this threshold. 

When applicable, an MLA charge for each asset group would be 
calculated as a proportion of the product of (1) the amount by which the 
ratio of the calculated market impact cost to the applicable 1-day VaR 
charge exceeds the threshold, and (2) the 1-day VaR charge allocated to that 
asset group. 

For each Member portfolio, FICC would add the MLA charges for net 
unsettled positions in each asset group to determine a total MLA charge for a 
Member. 

*** 

Please replace the text on pages 30-31 of the Advance Notice with the following text 
(bold, underlined text represents additional language to the original proposed text): 

*** 

FICC would then compare the calculated market impact cost to a portion 
of the VaR Charge that is allocated to net unsettled positions in those asset 
groups.16  If the ratio of the calculated market impact cost to the 1-day VaR 
Charge is greater than a threshold, an MLA charge would be applied to that asset 
group.17  If the ratio of these two amounts is equal to or less than this threshold, 
an MLA charge would not be applied to that asset group. The threshold would be 
based on an estimate of the market impact cost that is incorporated into the 
calculation of the 1-day VaR charge, such that an MLA charge would apply only 
when the calculated market impact cost exceeds this threshold. 
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When applicable, an MLA charge for each asset group would be 
calculated as a proportion of the product of (1) the amount by which the 
ratio of the calculated market impact cost to the applicable 1-day VaR 
charge exceeds the threshold, and (2) the 1-day VaR charge allocated to that 
asset group. 

For each Member portfolio, FICC would add the MLA charges for net 
unsettled positions in each asset group to determine a total MLA charge for a 
Member. 

*** 

Please replace the text on page 301 of the Advance Notice with the following text (bold, 
underlined, yellow highlighted text represents additional language to the original proposed 
text): 

*** 

The calculated market impact cost for each Net Unsettled Position in an asset 
group shall be compared to a portion of the VaR Charge that is allocated to 
that Net Unsettled Position.  If the ratio of the calculated market impact cost 
to a portion of the VaR Charge is greater than a threshold, to be determined 
by the Corporation from time to time, an MLA Charge will be applied to that 
asset group. If the ratio of these two amounts is equal to or less than this 
threshold, the MLA charge will not be applied to that asset group. 

When applicable, an MLA Charge for each asset group would be calculated 
as a proportion of the product of (1) the amount by which the ratio of the 
calculated market impact cost to a portion of the VaR Charge allocated to that 
Net Unsettled Position exceeds the threshold, and (2) a portion of the VaR 
Charge allocated to that asset group. 

Each applicable MLA Charge for each asset group shall be added together to 
result in one total MLA charge. 

*** 

Please replace the text on pages 305-306 of the Advance Notice with the following text 
(bold, underlined yellow highlighted text represents additional language to the original 
proposed text; bold strikethrough text indicates deletions): 

*** 

The calculated market impact cost for each net unsettled position shall be 
compared to a portion of the VaR Charge that is allocated to that net unsettled 
position. If the ratio of the calculated market impact cost to a portion of the 
VaR Charge is greater than a threshold, to be determined by the Corporation 
from time to time, an MLA Charge will be applied to the net unsettled position. 
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If the ratio of these two amounts is equal to or less than this threshold, the 
MLA Charge will not be applied to the net unsettled position. 

When applicable, an MLA Charge would be calculated as a proportion of the 
product of (1) the amount by which the ratio of the calculated market impact 
cost to a portion of the VaR Charge allocated to that net unsettled position 
exceeds the threshold, and (2) a portion of the VaR Charge allocated to that 
asset group. 

The Corporation may apply a downward adjusting scaling factor based on the 
ratio of the calculated market impact cost to a portion of the VaR Charge to 
result in a final MLA Charge, where a higher ratio would trigger a larger 
downward adjustment of the MLA Charge and a lower ratio would trigger no 
downward adjustment of the MLA Charge. 

*** 

On pages 50-58 of the Advance Notice, please replace the text of Exhibit 3a (Impact 
Study Data) of the Advance Notice in its entirety with the following text (The following pages 
are redacted and filed separately with the Commission.  Confidential treatment of such is being 
requested pursuant to 17 CFR 240.24b-2.): 
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