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Repo and U.S. Treasury clearing will increase in 2026. The SEC finally put forth, voted on and
passed a final rule laying out their long-expected approach to mandatory clearing for this
systemically important market after years of industry speculation and debate.

The SEC’s fact sheet is quite helpful in understanding the final rule, but it still has a good amount of
jargon. In plain English, here is what you need to know:

Treasury Clearing

All U.S. Treasury trades between members of FICC (see list here) and registered brokers-dealers
(see list here) must be cleared. Also, any trades done via an interdealer broker that is a FICC
member must also be cleared. This means that even non-dealers (i.e., principal trading firms)
trading on those platforms would have to clear.

This mostly keeps the buy side out of the fray (i.e., hedge funds and asset managers). It will bring in
some principal trading firms as some (although certainly not all) trade out of a broker-dealer entity,
and many trade via interdealer platforms.

Repo Clearing

All repo and reverse repo trades that include U.S. Treasuries and involve a FICC member must be
cleared. This mandate will bring in the buy side, given much of their repo trading occurs with the
biggest dealers who are also clearing members.

Margin

This one gets a little more complicated, but the important point is that FICC will need to have clear
policies and procedures to “calculate, collect and hold margin” for both members and non-members,
with the margin held in separate accounts. In other words, bank and client margin cannot be
comingled. This is similar to the futures and cleared swaps market and will likely move direct
members to an FCM-like model.

Lastly, the SEC made a change to an existing rule that could reduce reserve requirements for
clearing members. Something that could perhaps work as a carrot to clear more, rather than a stick.

Other Things to Know

Right now, DTCC-owned FICC is the only game in town for U.S. Treasury and repo clearing, so talk
of “covered clearing agencies” in the SEC text is talking to them. That said, history has shown that
clearing mandates can encourage the birth of new clearinghouses. Starting a new clearinghouse is,
of course, a huge hill to climb. But Treasury and repo markets are equally huge and present big


https://www.greenwich.com/
https://www.sec.gov/files/34-99149-fact-sheet.pdf
https://www.dtcc.com/client-center/-/media/Files/Downloads/client-center/FICC/Mem-GOV-by-name.xlsx
https://www.finra.org/about/firms-we-regulate/broker-dealer-firms-we-regulate

opportunities for those willing and able to climb.

Implementation Timeline

e March 31, 2025: Clearinghouses must have their policies, procedures, and access in
compliance with the new rules. In other words, they have to be ready for the mandates even
though the mandates haven't kicked in yet.

e December, 31: 2025: The Treasury clearing mandate goes into effect as explained above.

e June 30, 2026: The repo clearing mandate goes into effect as explained above.

Our Thoughts

The clarity and path forward provided by the SEC is a positive step ahead. The repo clearing
mandate will capture a significant portion of the market, including the buy side. The industry as a
whole has expressed broad support for this approach over the past year. The Treasury clearing
mandate left out “hedge funds” that were part of the original proposal, which we think was the right
move to create a more palatable and obtainable final rule.

Some feel mandating the clearing of only interdealer trades disincentivizes trading in order book
markets where benchmark prices are set and will keep dealers trading with clients directly and
internalizing flow (matching orders between affiliates rather than in the open market). This could
very well be true. However, in the interest of progress, the walk before you run approach will still be
a big step forward.

Kevin McPartland is the author of this publication.
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Disclaimer and Copyright

This Document is prepared by Crisil Coalition Greenwich, which is a part of Crisil Ltd, a company of
S&P Global. All rights reserved. This Document may contain analysis of commercial data relating to
revenues, productivity and headcount of financial services organisations (together with any other
commercial information set out in the Document). The Document may also include statements,
estimates and projections with respect to the anticipated future performance of certain companies
and as to the market for those companies’ products and services.

The Document does not constitute (or purport to constitute) an accurate or complete representation
of past or future activities of the businesses or companies considered in it but rather is designed to
only highlight the trends. This Document is not (and does not purport to be) a comprehensive
Document on the financial state of any business or company. The Document represents the views of
Crisil Coalition Greenwich as on the date of the Document and Crisil Coalition Greenwich has no
obligation to update or change it in the light of new or additional information or changed
circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and
should not form basis of any lending, investment or credit decision. This Document does not
constitute nor form part of an offer or invitation to subscribe for, underwrite or purchase securities
in any company. Nor should this Document, or any part of it, form the basis to be relied upon in any
way in connection with any contract relating to any securities. The Document is not an investment
analysis or research and is not subject to regulatory or legal obligations on the production of, or
content of, investment analysis or research.

The data contained in the Document is based upon a particular bank’s scope, which reflects a bank’s
data submission, business structure, and sales revenue Reporting methodology. As a result, any data
contained in the Document may not be directly comparable to data presented to another bank. For
franchise benchmarking, Crisil Coalition Greenwich has implemented equal ranking logic on
aggregate results i.e., when sales revenues are within 5% of at least one competitor ahead, a tie is
shown and designated by = (where actual ranks are shown). Entity level data has no equal ranking
logic implemented and therefore, on occasion, the differences between rank bands can be very close
mathematically.

The data in this Document may reflect the views reported to Crisil Coalition Greenwich by the
research participants. Interviewees may be asked about their use of and demand for financial
products and services and about investment practices in relevant financial markets. Crisil Coalition
Greenwich compiles the data received, conducts statistical analysis and reviews for presentation
purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES CRISIL COALITION GREENWICH BELIEVES TO
BE RELIABLE. CRISIL COALITION GREENWICH DISCLAIMS ALL REPRESENTATIONS OR
WARRANTIES, EXPRESSED OR IMPLIED, WITH RESPECT TO THIS DOCUMENT, INCLUDING AS
TO THE VALIDITY, ACCURACY, REASONABLENESS OR COMPLETENESS OF THE INFORMATION,
STATEMENTS, ASSESSMENTS, ESTIMATES AND PROJECTIONS, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT OF THE USE OF
ALL OR ANY OF THIS DOCUMENT. CRISIL COALITION GREENWICH ACCEPTS NO LIABILITY
WHATSOEVER FOR ANY DIRECT, INDIRECT OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY
KIND ARISING OUT OF THE USE OF ALL OR ANY OF THIS DOCUMENT.
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