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CFTC Announces Trade Execution Mandate for Certain Credit Default Swaps
and Interest Rate Swaps

The Commodity Futures Trading Commission (“CFTC") recently announced available-to-trade determinations
on certain interest rate swaps (“IRS”) and credit default swaps (“CDS”). Unless an exception applies (such as the
end-user exception), those IRS and CDS contracts can no longer be executed bilaterally. Instead, they must be
executed on a swap execution facility (“SEF”) or a designated contract market (“DCM”). The commencement
date for the requirement to execute on a SEF or DCM depends upon the type of swap, with the first date being
February 15, 2014.

Background

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, any swap subject to mandatory
clearing must be executed on a SEF or a DCM once that type of swap is made available to trade. The “made
available to trade” determination is made by means of a CFTC process, which is now complete for the swap
products noted in the tables below.

Execution of Swaps on SEFs and DCMs

Once an available-to-trade determination is made for a particular type of swap, all SEFs and DCMs that offer
or list that type of swap for trading must do so consistent with the CFTC’s trading requirement. As a result,
market participants can execute swaps subject to a mandatory execution requirement on any SEF or DCM
that offers or lists that type of swap for trading. Execution of swaps on a SEF or a DCM will require a direct
or indirect relationship with the SEF or DCM, which may involve new agreements or other documentation.

IRS and CDS Contracts Subject to Mandatory Execution on a SEF or DCM
IRS and CDS contracts with the characteristics in the tables below have been determined to be made available
to trade.! The commencement date for mandatory trade execution will depend upon the characteristics of

' For further information, please see the following CFTC press releases: http://www.cftc.gov/PressRoom/PressReleases/pr6831-14 (January 16,
2014); http://www.cftc.gov/PressRoom/PressReleases/pr6838-14 (January 23, 2014); http://www.cftc.gov/PressRoom/PressReleases/pr6841-14
(January 28, 2014); and http://www.cftc.gov/PressRoom/PressReleases/pr6843-14 (January 30, 2014).

This alert is published by Alston & Bird LLP to provide a summary of significant developments to our clients and friends. Itis intended to be
informational and does not constitute legal advice regarding any specific situation. This material may also be considered attorney advertising
under court rules of certain jurisdictions.
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the swap. In the tables below, IRS contracts with characteristics that have no notation are subject to mandatory
trade execution starting February 15, 2014; IRS contracts with at least one characteristic denoted by (¢) but
no characteristics denoted by (*) are subject to mandatory trade execution starting February 21, 2014; and
IRS contracts with at least one characteristic denoted by (*) are subject to mandatory trade execution starting
February 26, 2014. CDS contracts with the characteristics in the table below are subject to mandatory trade
execution on February 26, 2014.

FIXED-TO-FLOATING INTEREST RATE SWAP (USD)

Currency

U.S. Dollar (USD)

U.S. Dollar (USD)

U.S. Dollar (USD)*

Floating Rate Indexes

USD LIBOR

USD LIBOR

USD LIBOR?*

Fixed Leg

Trade Start Type Spot Starting (T+2) IMM Start Date (next | IMM Start Date (next
two IMM dates) two IMM dates) *
Optionality No No No*

Payment Frequency

Semi-Annual, Annual

Semi-Annual, Annual

Semi-Annual*

Day Count Conven-
tion

30/360, Actual/360

30/360, Actual/360

30/360, Actual/360*

Floating Leg

15, 20, 30 years

15, 20, 30 years

Reset Frequency Quarterly, Semi- Quarterly, Semi- Quarterly*
Annual Annual
Day Count Conven- | 30/360, Actual/360 Actual/360 Actual/360*
tion
Dual Currencies No No No*
Notional Fixed Notional Fixed Notional Fixed Notional*
Fixed Rate Par Par Standard Coupon?*
Tenors? 2,3,4%,5,6%7,10,12, | 2,3,4%,5,6%7,10,12, [ 1*,2°*,3*, 4% 5*7¢,

10*, 15¢%,20¢%, 30
years

2 Standard Coupon refers to the then-current fixed coupon rates for Market Agreed Coupon contracts.

*  Par coupon swaps with a tenor of 4 or 6 years that are made available-to-trade are limited to the 3M USD LIBOR floating rate index; Quarterly

Reset Frequency; and the following fixed leg conventions: (1) Semi-Annual and 30/360; or (2) Annual and Actual/360.
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FIXED-TO-FLOATING INTEREST RATE SWAP (NON-USD)

Currency Euro (EUR) Sterling (GBP)*
Floating Rate Indexes EURIBOR GBP LIBOR*

Trade Start Type Spot Starting (T+2) Spot Starting (T+0)*
Optionality No No*

Fixed Leg

Payment Frequency

Semi-Annual, Annual

Quarterly, Semi-Annual*

Day Count Convention

Actual/360

Actual/365F

Floating Leg

Reset Frequency

Quarterly, Semi-Annual

Quarterly, Semi-Annual*

years

Day Count Convention Actual/360 Actual/365F*

Dual Currencies No No

Notional Fixed Notional Fixed Notional*

Fixed Rate Par Par*

Tenors* 2,3,4%5,6%7,10,15,20,30 | 2% 3* 4% 5% 6% 7% 10% 15%,

20*, 30* years

UNTRANCHED CREDIT DEFAULT SWAP INDICES

Reference Entities Corporate Corporate
Region North America Europe
Indices CDX.NA.IG iTraxx Europe
CDX.NA.HY iTraxx Europe Crossover
Tenor CDX.NA.IG 5Y iTraxx Europe 5Y
CDX.NA.HY 5Y iTraxx Europe Crossover 5Y

Applicable Series

At any time, the then-current-on-the-run series and the preced-

ing series that was replaced by the current one.

4 Euro (EUR)-denominated, par coupon swaps with a tenor of 4 or 6 years that are made available-to-trade are limited to the following fixed leg

conventions: Annual and 30/360.
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Package Transactions

“Package transactions” refer to transactions that include at least one swap that is subject to the mandatory
execution requirement and one swap that is not. The CFTC has noted that parties to a package transaction are
not necessarily relieved from the mandatory execution requirement for the swap in the package transaction
that has been made available-to-trade.> The CFTC will hold a roundtable on February 12,2014 to discuss the
challenges posed by package transactions.

5 See the CFTC's January 16, 2014 press release.
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If you would like to receive future Financial Services & Products Advisories electronically, please forward your contact information
to financial.advisory@alston.com. Be sure to put “subscribe”in the subject line.

If you have any questions or would like additional information, please contact your Alston & Bird attorney or any of the following
members of the Financial Services & Products Group:

Investment Management Group

Malachi Alston Martin H. Dozier Laura S. Pruitt
212.210.9511 404.881.4932 202.239.3618
malachi.alston@alston.com martin.dozier@alston.com laura.pruitt@alston.com
David J. Baum Kristin P. Hinson Timothy P. Selby
202.239.3346 704.444.1332 212.210.9494
david.baum@alston.com kris.hinson@alston.com tim.selby@alston.com

Willa Cohen Bruckner Kamal Jafarnia Mitra Surrell

212.210.9596 212.210.9548 202.239.3685
willa.bruckner@alston.com kamal.jafarnia@alston.com mitra.surrell@alston.com
Larcy Cooper Clay A. Littlefield Maureen Whalen
212.210.9574 704.444.1440 704.444.1294
larcy.cooper@alston.com clay.littlefield@alston.com maureen.whalen@alston.com
Patrick C. DiCarlo Matthew W. Mamak Sarah Whitlock
404.881.4512 212.210.1256 202.239.3670
pat.dicarlo@alston.com matthew.mamak@alston.com sarah.whitlock@alston.com
Sean Doherty Allison Muth

212.210.9486 212.210.9521

sean.doherty@alston.com allison.muth@alston.com
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