TMPG Meeting Minutes
January 15, 2019

TMPG attendees

Alberto Antonini (Tudor) Edward McLaren (BankofAmerica) Stu Wexler (NEXGroup)
Deirdre Dunn (Citigroup) Jerry Pucci (BlackRock) Thomas Wipf (Morgan Stanley)
Beth Hammack (GoldmanSachs) Marc Seidner (PIMCO) Gemma Wright-Casparius (Vanguard)

Gary Kain (AGNCInvestmentCorp) Ryan Sheftel (GTS)

FRBNY attendees

Frank Keane Rania Perry Janine Tramontana
Lorie Logan Simon Potter Carolyn Windover
Radhika Mithal Brett Rose Nate Wuerffel

The meeting commenced with the Chair welcoming new member Gemma Wright-Casparius
from Vanguard to the TMPG. Members reviewed updates to the group’s Charter and the
Antitrust Guidelines for the Federal Reserve Bank of New York’s Advisory and Sponsored Groups

(“Guidelines”). It was noted that Guidelinesreplace the TMPG’s prior antitrust guidelines.
FRBNY counsel instructed the members to review the Guidelinesand share them with
colleagues from their institutions who also work on TMPG matters. She also highlighted the
appropriate role of best practices and market conduct recommendations, and addressed anti-
competitive conduct that could cause legal or reputational risk to the TMPG and the FRBNY.

There was a brief discussion on recent market developments, including market reactions to
December FOMC meeting, recent market volatility, and money market dynamics at year-end.

Members also discussed a recent outage of BrokerTec, alarge trading platform for Treasury
securities.' Members noted that the timing and nature of this particular outage had a relatively
limited impact given that, in this case, there were no unmatched trades and the outage
occurred during a period of low trading activity. It was noted the ramifications would have been
greater had the event occurred at a busier time or if middle-and back-office processes were
disrupted. There was also a brief discussion on lessons learned from the outage including the
potential for such events to spill over to other platforms and markets, such as Treasury futures
or other trading venues, and the downstream operational, data and trading systems that may
rely on such platforms and data. Members, in particular, highlighted the importance of
evaluating dependencies on critical service providers and observed that all market
participants—platform users and operators alike —should review the business processes that
rely on critical service providers, the internal controls around such processes, and ensure their
back-up plans contemplate operating under such contingent events.

! The BrokerTec outage occurred at 1:43 p.m. on Friday,January 11 andlasted for justunder two hours.
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https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/tmpg_charter_01152019.pdf
https://www.newyorkfed.org/medialibrary/media/aboutthefed/Antitrust_Guidelines.pdf
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm

The group discussed the recent publication of a TMPG press release and a New York Fed
statement related to the implementation of TMPG’s information handling best practice
recommendations. The chair of the information handling working group shared the following
aggregated and anonymized results of a survey of TMPG members by the TMPG secretariat on
implementation of the information handling recommendations: most member firms had
implemented the best practices within their institutions as appropriate to their businesses;
some member firms had made their information handling practices publically available while
others indicated that these practices were made available through existing counterparty
agreements; and members had a range of viewson how they will engage with their
counterparties regarding these practices including through their standard counterparty review
processes. Members discussed ways to continue encouraging broad adoption of the
recommendations by market participants, including conducting a workshop or publishinga blog
post.

The chair of the clearing and settlement working group discussed a draft of proposed best
practice guidance developed by the working group to address risks identifiedinthe clearing and
settlement white paper. Members were asked to review the draft guidance and provide
feedback to the TMPG secretariat on the feasibility of, and time neededto, implementthe
proposed best practice recommendations related to clearing and settlement. The chair noted
that the working group will discuss aggregated feedback at the March TMPG meeting and aim
to publish the draft best practice recommendations for public comment thereafter. Members
also discussed potential areas of future clearing and settlement work and agreed to consider
these in conjunction with other future priorities of the TMPG.

Next, TMPG members discussed ongoing and potential future priorities for 2019 (see Appendix).
Members were broadly supportive of the TMPG exploringsuch future priorities and in
particular, the market transition to Uniform MBS (UMBS) under the Federal Housing Finance
Agency (FHFA) Single Security Initiative, margining for certain forward-settling trades (e.g.,
when-issued securities), and continued monitoring of developmentsin central clearing solutions
for government securities trading. In light of the transition to UMBS for TBA trading with
settlement beginningin June 2019, the TMPG agreed to convene the group’s working group on
this topic to highlight any existing best practices that could aid in a smooth transition to the new
trading convention. The working group will report back at the TMPG’s next scheduled meeting.

The TMPG then reviewed summary statistics related to its agency MBS margining
recommendation. TMPG secretariat noted that as of December 15, 2018 TMPG member firms

had, on average, executed margining agreements with about 66 percent of their counterparties.
These agreements covered approximately 80 percent of notional trading volume of forward

settling MBS transactions (excludingthose centrally cleared) and margin exchange was


https://www.newyorkfed.org/medialibrary/Microsites/tmpg/files/TMPG-Press-Release-010819.pdf
https://www.newyorkfed.org/markets/opolicy/operating_policy_190108
https://www.newyorkfed.org/TMPG/margining.html
https://www.newyorkfed.org/TMPG/margining.html

operationalized for roughly 91 percent of these executed agreements. Members were informed

that these statistics were generally in line with recent averages.

— The next TMPG meetingis scheduled to take place on March 7, 2019 from 3:00-5:00 PM.



Appendix TREASURY MARKET PRACTICES GROUP
2019 Potential Future Priorities

Current Priorities
e Publish proposed best practice guidance on clearing and settlement for publiccomment.
e Update TMPG Best Practices by incorporating clearing and settlement recommendations.
e Continue effortsto promote broad adoption of TMPG’s information handling best practices.

Ongoing Priorities

e Continue tomonitorthe level of settlement fails and assess the structure of the Treasury,
agency debtand agency MBS fails charge practice recommendation.

e Continuetoanalyze the drivers of changesin liquidity in TMPG covered markets.

e Continue to promote margining of forward-settling agency MBS transactions and track
developments related to the FINRA margining rule implementation and any potentialimpact on
adoption of TMPG best practice.

e Continue toencourage and supportindustry business continuity preparedness across TMPG
covered markets, including SIFMA’s initiatives on crisis communication and response,
geographicresiliency, and dependence on common service providers.

Potential Future Priorities
1. Market structure changes

a. Considerissuesaround the transitionto UMBS in the agency MBS TBA market.
2. Clearingandsettlement
a. Continue to monitordevelopmentsin central clearing solutions for government
securitiestrading.
b. Considerthe feasibility of developing minimum risk management standards for
bilaterally cleared cash trades.
c. Studytherange of bilateral and bespoke credit enhancement agreements;including,
whethertheyallow aproviderto limit orterminate the agreement with little notice.
d. Develop process mapsforclearingandsettlementin other markets —repo, futures, etc.
3. Risk management
a. Studyvolumes of certain forward settlingtrades, i.e., when-issued securities, and
considerthe feasibility of extending TMPG recommendations on margining.
4. Businesscontinuity
a. Cyberrisksinthe contextof key electronictrading platforms and brokers, particularly in
terms of market disruption/breach of firm and clients data in the UST market.
5. Referencerates
a. Considerifthere are waysto support ARRC efforts to transition from LIBOR to SOFR.
6. Dataand transparency
a. Evaluate possible new sources of Treasury market data available to market participants.
7. Tradingpractices
a. Examine certain marketpracticessuchas lastlookin TMPG covered markets and
considerdeveloping guidance.



