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You can't really blame Deutsche Bank for getting out of the swaps clearing business .  It has been 7 years
since Dodd-Frank was passed, and four years since clearing mandates took effect in the US, and clearing
swaps for customers still falls short of the great business opportunity most FCMs had hoped for when Dodd-
Frank first became law.

But don't blame the FCMs.  While Dodd-Frank encouraged and required market participants to clear swaps,
capital rules such as Basel III seem to do the opposite.  The cost of the capital needed to be in the business
remains so high, that only those firms with the most scale, most efficient operations, and best technology can
make clearing client swap trades worthwhile.

Further, those same FCMs must only focus on the most profitable clients.  And a profitable client, in this case,
doesn’t mean a big client.  A client with a multi-billion dollar, long duration position that only trades twice a
year isn't a good client compared to a hedge fund that maintains a fifty million dollar position with a short
duration that trades several times a day, for instance.  Big FCMs working only with the latter is what leaves
some swap investors either out in the cold or paying 300% more than other clients to clear the same trade .
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Nevertheless, a few big banks have in fact put all the pieces together in such a way that they can dominate
the space.  According to CFTC data, the top 5 swaps clearing FCMs hold collectively 73% of US client funds, a
market share concentration even greater than that for swaps dealing, which per Greenwich Associates
research sees 63% of buy-side trading going through the top 5 .  In both cases, these businesses – trading
and clearing swaps with customers – are quite sticky, with customers making limited changes to their
counterparty lists on a year over year basis.

The new leadership in Washington is working hard to tone-down Dodd-Frank.  However, swaps clearing
mandates are not in the crosshairs which means they, along with a small few swaps clearing FCMs, are here
to stay.
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Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.
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CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.
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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
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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.
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