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	  Swap	  Data	  Repositories	  Went	  Wrong	  

•  Failures	  of	  scope,	  design,	  and	  coordina>on.	  
•  Now:	  re-‐scope	  and	  re-‐design	  SDRs.	  
•  Stage	  One:	  SIFI	  repor>ng.	  
•  Stage	  Two:	  apply	  distributed	  network	  
technology,	  such	  digital	  ledger	  blockchains.	  

•  Trade	  monitoring	  versus	  systemic	  risk	  
monitoring.	  

	  
	  

	  



10-‐by-‐10-‐by-‐10	  Systemic	  Risk	  Monitoring	  
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Distribu>on	  of	  clearing	  member	  ra>ngs	  	  

0	  

10	  

20	  

30	  

40	  

50	  

60	  

70	  

80	  

90	  

AA	   A	   BBB	   BB	  

LCH	  Clearnet	  

ICE	  Clear	  Credit	  

CME	  

TCC	  

ICE	  CLEAR	  US	  

Source:	  Standard	  &	  Poors,	  Armakola	  and	  Laurent	  (2015)	  



CCP	  default	  management	  waterfall	  

Failed	  member	  margin	  and	  
default	  fund	  contribu>on.	  

Surviving	  members	  default	  fund	  
contribu>ons.	  

More	  CCP	  capital.	  

Replenishment	  contribu>ons	  	  
to	  default	  fund.	  

Payment	  to	  	  
surviving	  
members	  to	  
accept	  failed	  
swaps	  	  	  

	  	  CCP	  capital.	  



IRS	  CCP	  pre-‐funded	  waterfall	  
resources	  (billions)	  
Ini'al	  Margin	   CCP	  	  Capital	   Default	  Fund	  	  

CME	  Clearing	  
U.S.	  	  

133	  USD	   0.150	  USD	   2.37	  USD	  

LCH.Clearnet	  
Ltd.	  

89	  EUR	   0.046	  EUR	   3.62	  EUR	  

Source:	  Armakola	  and	  Laurent	  (2015)	  
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	  In	  case	  of	  insufficient	  CCP	  funds	  
•  Possible	  contractual	  haircut	  of	  varia>on	  margin	  
payments.	  

•  Possible	  contractual	  tear	  up	  of	  some	  or	  all	  swaps.	  
	  

•  Enter	  CCP	  failure	  resolu>on	  process.	  
•  Stay	  contractual	  termina>on	  of	  swaps.	  
•  Allocate	  losses.	  
•  Liquidate	  or	  recapitalize	  the	  CCP.	  	  

END	  OF	  CONTRACTUAL	  DEFAULT	  MANAGEMENT	  PROCESS	  



Key	  CCP	  Failure	  Risks	  

•  Clearing	  member	  CCP	  resigna>on	  runs.	  
•  Uncapped	  DGF	  contribu>ons,	  contagion.	  
•  Disorderly	  unwind	  of	  CCPs,	  fire	  sales.	  
•  Automa>c	  stays	  of	  failed	  member	  swaps.	  
•  Loss	  of	  con>nuity	  of	  clearing	  services.	  	  
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