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S U M M A R Y   O F   T H E   D I S C U S S I O N  
 

 

1. Update on regulatory changes as regards derivative transactions 

Sophie Bening (ECB) made an update on the latest developments as regards the OTC derivatives 

reform being implemented in the European Union and in the US, in particular as regards the treatment 

of FX swaps and forwards. 

As regards EU regulation, the European Parliament (EP) voted on amendments to the Commission’s 

proposal of EMIR, dated 15 September 2010. A legislative resolution is planned for 14 February 2012. 

The Council has not finalised its review of the Commission’s proposal yet, but it is expected that EP 

and Council will find an agreement on the draft regulation at first reading. In determining whether a 

class of derivatives is to be subject to clearing requirements, the European Securities Market Authority 

is expected to aim in first place for a reduction in systemic risk. There is no ex-ante exemption for FX 

derivatives, but the draft regulation acknowledges in its preambles that FX derivatives do not raise 

major concerns in terms of systemic risk and that infrastructure aiming at reducing settlement risk 

already exists. As the draft regulation also mention international consensus in respect of the clearing 

obligation, one can reasonably expect that (some classes of) FX derivatives will be exempted, 

following the (though not yet final) US model.  

As regards US regulation, Treasury Secretary’s proposed determination of Foreign Exchange Swaps 

and Forwards is not final yet. The exclusion of FX swaps and forwards from the definition of swaps 

will be effective upon the Secretary’s submission of the determination to the appropriate 

Congressional Committees. It is likely that this would happen only once the CFTC/SEC has adopted 

final rules with respect to the definition of “swap”. If the proposed determination is adopted, FX swaps 

and forwards will remain subject to trade reporting requirements (but not to real time public 

reporting). 

 

2. Presentation of recent activities of the OMG 

Andreas Gaus (Crédit Suisse), Chair of the Operations Managers Group (OMG), debriefed the group 

over recent and future activities of the OMG, including the latest OMG work on best practices to be 

proposed for incorporation in the ACI model code operations chapter. 
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3. Review of recent market developments 

The members of the Group exchanged views on recent financial market developments and the 

outlook, introduced by Shyam Devani, Senior FX Technical Strategist at Citigroup. 

 

4. FX derivatives 

David Wayne, global head of FX Derivatives at Deutsche Bank, made a presentation on the 

changes to the FX derivatives market structure in the recent past and the near future. The risk 

premium, measured by the difference between implied and realised volatility, has returned to 

and is likely to remain at largely positive levels. The risk premium was, on average, close to 

zero during the years preceding the financial crisis. This has to do with the uncertain 

economic environment. In terms of flows, fewer clients are selling options. The risk attitude 

of market makers has also changed. Execution wise, there is currently little electronic 

liquidity available to market makers, but a large amount is available to clients via single bank 

platforms. Requests for quotes with inter-dealer brokers are developing. Prospective 

regulation is accelerating the move towards a more electronic market. Options’ liquidity, as 

measured by bid-offer spreads, remains volatile. 

 

5. Other Business 

- The global FX committees’ meeting will take place in Frankfurt on 19 March 2012. 

- The final FXCG work programme for 2012 was circulated. 

- The next FXCG meeting will take place on 20 June 2012 from 13:00 to 16:00 at the ECB 

premises. 
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