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CHAIRMAN'S REPORT

Inreviewingthe extraordinary market conditions prevalent duting
1982, one can fully appreciate the vision expressed in the 1979
study of the feasibility of establishing the Foreign Exchange Com-
mittee. The notable efforts of the Committee's sarly members, the
previous chairman, and the Federal Reserve Bank of New York have
indeed created a “forum for discussing matters of mutual concern in
the foreign exchange and, when appropnate, offshore deposit
markets”

The major developments in the markets during the last twelve
months clearly demonstrated the usefulness of the “forum” In
particular, the evolution of domestic and international credit concerns
and the extreme fluctuations in major currencies have reinforced the
need for all market participants to intensify their focus on the size and
nature of the risks encountered in the international markets. Contrary
to some forecasts, heightened uncertanty has acted to increase
trading volume dramatically and. at the same time, help stimulate
the development and relative role of the United States in the world
foreign exchange marksets,

Enhance Risk Awareness

A key function of the Commuttee, in the rapidly evolving snviron-
ment of 1982, was to facilitate the exchange of information and to
enhance awarensss of potential risks and problems in foreign
exchange and related markets.

Included among the topics of ongoing discussion at the regular
meetings were. volatiity of foreign exchange markets, the role of
foreign exchange brokers, the influence of technical analysts, liquidty of
the foreign exchange and eurocurrency deposit markets, the cause
and sffect of tiering 1n the deposit markets, and the implementation
and development of U S, International Banking Facilities

In addition, the Committee was fortunata this year to have as its
guests Beryl W Sprinkel, Under Secretary of the U S Treasury for

Monetary Affairs, and Takeshi Ohta, Director, Foreign Department,
the Bank of Japan. Discussicns with these gentlemen were extremely
useful in broadening understanding

Withthe significant changeinthe U S foreign exchange markets,
the Committee continued to review and assess current market
practicas Early n the year, the 1980 paper on “Selected Issues
Relating 10 the Management of Foreign Exchange Activity” was
reissued (see page 11)

Focus on Name Substitution

Inview of the rapid growth of brokered foreign exchange business
in the United States during the second half of the year, the Committee
focused on name substitution practices inthe U.S. foreign exchange
markets, A subcommittee was formed to review these practices and
recommended a suttable course of action After considerable
discussion, both within the subcommittee andthe Foreign Exchange
Comruttes itself, it was decided that the subject was of sufficient
importance to merit the issuance of a paper. The final document was
approved at the December meeting The purpose of the paper s to
inform bank managements of practices that give rise to situations in
which brokers may assume foreign exchange positions, or have the
need to find banks to clear names for foreign exchange trans-
actions,

In sum, | believe we can look at the Committee's efforts during
1982 with a high degree of satisfaction. Fortunately, the forum was
in place. There is no doubt the effectiveness of such a forum is
directly tied to the dedication of the participants, both in acting as an
information conduit to the market place and in unselfishly applying
themseives to the wide range of issues and problems brought before
them. in this regard, | must express my thanks to Committee
members and alternates for their contribution and support during the
year and at the same time convey my optimism regarding the
committee’s effectiveness in the year ahead

v

James P Borden




THE COMMITTEE'S DELIBERATIONS ON MATTERS OF MARKET PRACTICE

A major part of the Foreign Exchange Committee’s work in
1982, as In previous years, was directed to questions of market
practice.

Many challenging 1ssues face the manager of a trading operation
in today’s environment.

These ssues reflect, among other things, the stresses of the
trading profession, the possibility of abuse or indiscretion in the
handling of sensitive information, and the possibility of conflic’s of
interest

Recirculation of Statement of Management lssues

In considering these troublesome areas, the Committee felt that
its 1980 paper, “Selected issues Relating to the Management of
Foreign Exchange Activity,” was still a timely and useful guide to
management (see page 11) It was designed to identify and define
the difficulties of several issues which arise in foreign excheange
trading operations and which warrart policy direction or spacial
management attention. As such, it was intended to assist manage-
ment in developing internal guidelines which are appropriate to each
institution, without recommending spectific solutions

Since that paper was circulated, a number of institutions have
informed the Commuttee that the paper has indeed served as a useful
basis for the discussion of the issues and the development of an
internal code for dealers The Committee felt that these 1ssues should
be reviewed routinely in hight of changing economic circumstances,
market evolution and personnel changes. Consequently, the Com-
mittee recommended the paper again be circulated to all merket
participants once during 1982, and at penodic intervals henceforth.

During the course of discussion cf these broad management
issues, some Committee members described ways in which therr
own internal guidelines, expecially thoss pertaining to entertanment,
are stricter than those which might be impled by the Commitiee’s
paper For example, some banks keep a log indicating who and on
what occasion any dealer in its trading room is entertained, some
reciprocate entertainment offered by brokers, and some required
that junior traders not accept entertainment unless they are ac-
companted by a more senior trader

Name Substitution Practices

One area where the Committee chose to expand significantly
upon its previous work was on the issue of name substitution
practices in the foreign exchange market. These practices have
developed because of the way transactions effected through brokers

are handled in this market Specifically, the broker does not disclose
the names of potential counterparties until agreement is reached on
all other aspects of the transaction When the names are exchanged,
one party might find the other unacceptable because, for exampie, it
already has a large number of transactions with that institution on its
books.

In ts “"Selected Issues” paper, the Committee had already
cautioned that a foreign exchange trader might unintentionally
assume an undesirable credit risk when accepting a transaction on
which the name has been switched Even so, during the intervening
two years, the number of "name” problems appearing in brokered
transactions has increased substantially, at least for some market
participants Consequently, the Committee, in ine with its on-going
interest in market practices and developments, decided to study the
various practices by which names are substituted to evaluate the
need for these practices, document the procedures used, and
elucidate concerns that might attend these practices.

The increased frequency of name problems appears to reflect a
number of developments Foreign exchange trading volume has
increased averall, More institutions have come into the market in the
U S, and abroad, not all of whom are readily identifiable or equally
well knowninthe United States In addition, the current environment
fostered an increased concern about credit lines and a greater need
10 observe existing limits. As a result, there are now more occastions
when a bank’s internal limits do not permit it to accept the name on
the other side of a transaction

When the original counterparties are incompatable, transactions
have bean completed in one of two ways The broker finds either a
clearmg bank to interpose between the origin'al counterparties, or a
substitute counterparty to complete the transaction,

The Committee concluded from its study that neither the frequency
nor the magnitude of name problems significantly impair the U.S
forergn exchange market a: present. The loses that have occurred
have been borne by the trokers, and, aithough the loss on any
individus! transaction could be substantial, so far the losses have not
been a matter of financial concern.

inherent Risks Clear

However, risks inherent in these practices are clear. The Committee
expressed grave concern about any practice that, in effect, forces the
brokers into a role of principal to a foreign exchange transaction, or
of managing a foreign exchange position Strong sentiment was
expressed that all institutions reappraise the risks they incur when
sncountering name-substitution situations




Toward this end, the Committee felt it could make a significant
contribution to the market by issuing a paper on name substitution
practices that would focus management attention on the risk of
these practices and suggest some appt oaches for dealing with name
problem situations The Committee -ecognized the problem s a
most complex issue and individual institutions may have their own
views about how best to handle name situations. Even within the
Committee membership, there remain differences of view about the
seriousness of name problems and the most efficacious way for
dealing with them However, the Committee believed the market as
a whole would benefit from a thoughtful in-depth discussion of the
1ssue as seen by the Committee, The Committee recognized its
discussions of these points greatly enhanced individual Committee
members’ appreciation of the many facets of the issue and heightaned
their sensitivity to the implications for athers in the market of the way
their own institutions handled such problems. The Committee hopes

therefore other institutions which have not had the benefit of
participating in these discussions will find such a paper helpful and
enhightening

Bank-Broker Relationship

The Committee’s discussion of name-substitution practices
pointed up the sensitivities which can exist within the bank-broker
relationship, The Committee concluded it was.extremely important—
not only to each individual institution but for the market as a whole—
to have effective management of these relationships at an appro-
priately senior ievel The committee believes foreign exchange
managers should themselves matntain contacts with the brokerage
firms these institutions employ to establish the ways they want their
brokering relationships to be structured

PROCEDURAL MATTERS OF THE FOREIGN EXCHANGE COMMITTEE

Formal meetings of the Committee were held on the first Friday of
each alternate month In addition, special informal meetings were
called on February 26 and May 5 to permit guests to address the
group.

FORMAL MEETINGS OF THE COMMITTEE

Maeatings in Schedule For

1982 ) 1983

February 5 February 4

Apnl 2 ) Apnt 8

June 4 June 10

August 6 August B

October 1 Qctober 14

Cecember 3 December 2

During the course of the year, the Committee was honored to
have two guests comment on issues of general interest to the
market Beryl W Sprinkel, under secretary of the Treasury for
monetary affars, discussed the Reagan Adminstration’s foreign

i

exchange market policy (see page 14} Takeshi Ohta, director of the
foreign department at the Bank of Japan, spoke about recent trends
in Japan's foreign exchange market and official Japanese attitudes
towards the continued internationalization of the yen (see page
15)

Name Substitution Subcommittee

A major effort of the Committee was to review name substitution
practices in the foreign exchange markets in the United States. An ad
hoc subcommitiee was established for this purpose under the
chairmanship of Heinz Riehl (Ctibank), in which Philip D'Angelo
(Noonan, Astley and Pearce), Thomas Devine (Manufacturers
Hanover} and Christopher Pavlou (Barclays Bank Intemational) partici-
pated. Recommendations arising from this review were prepared
and a paper on this subject was circulated to market participants
early in 1983, The Committee also requested the Federal Reserve
Bank of New York to reissue its 1980 paper, “Selected lssues
Relating to the Management of Foreign Exchange Trading Actvity ”

At the end of the year, the Committee had outstanding requests
from varnious market participants to consider the following guestions

IBF: lIs it desirable and/or feasible to devise a
negotiable instrument for International Banking
Facilities which would at the same time meet the




Federal Reserve’s concerns about complicating
monetary control by providing a mechanism for
leakage of domestic deposit-type habilities?

TAPE RECORDING: Is it appropriats to use recorded
tapes of conversations to confirm trades in the
foreign exchange and money markets and to resolve
disputes concerning the terms of a transaction?

EXPOSURE: When calculating foreign exchange
exposure to any particular counterparty, is it appro-
priate to net offsetting transactions which fall due
on the same day?

To consider the IBF question, a subcommittee was established
under the chairmanship of Rolf Sellge (Morgan Guaranty} and
comprised of Yoshihiko Nagaya (Bank of Tokyo), Raymond Peters
(Bank of America), and Bryan Walsh (Irving Trust) The other 1ssues
had not yet formally beer placed on the Committee’s agenda.

In all of ts actions or suggestions, the Committee—in accordance
with its charter——does not attempt 1o issue rules or regulations
Rathar, it recognizes that the force of its recommendations Is
dependent on the persuasiveness of the suggestion, and on the
Committee’s ability to engender respect in the market for ts
views

THE COMMITTEE'S ADVISORY ROLE TO THE FEDERAL RESERVE BANK OF NEW YORK

AND OTHER OFFICIAL INSTITUTIONS

Dunng a year in which market conditions and market strusture
were changing rapidly, the Foreign Exchange Commuttee served as
an important channel of communication from the market to the
Federal Reserve In addition, the Committes effectively served as a
forum for discussion among representatives of various types of
market participants These discussions frequently focused on market
conditions and led to an enhanced appreciation of some of the
causes and implications of the strains that developed, especially
during the second half of 1982

Market Conditions

After mid-year, as market participants began to evaluate credit
quality increasingly critically, the Committes frequently took note of
the changes in spreads that occurred betwesn rates on different
types of instruments and among obligations 1ssued by different types
of institutions

With respect to the euromarksts, the movement to quality was
reflected In a tiering of interest rates in the deposit market, a

!

widening in the spread between eurodollar nstruments and U S
Treasury bills, and changes in the interest-rate relationship between
eurcdollar certificates of deposit and deposits. These developments
wers attributed to concern about credit lines, liquidity preferences,
and increased reluctance, for reason of capital adequacy, to arbitrage
between various markets

With respect to the exchange markets, there were ncreasing
comments about the difficulty of finding counterparties willing to
make a market during the New York afternoon and the decline in
participation by medium and small-sized banks While volume of
direct trades between barks was reported to have declined, trans-
actions through brokers increased and then was sustained at near-
record levels These phenomena were attributed to heightened
concern about credit nsk, as well as to grester adherence to daily
settlernent mits  Banks not only chose to cut back on the overall
volume of foreign exchange trading They also were not confident
that they could live up to the need to conduct a direct dealing
relationship on a reciprocal basis In response, they apparently
channeled more of their business through the brokers’ markets




Premiums in Market for Federal Funds

These discussions of market conditions afforded an opportunity
for several Committee members representing foreign banks to
express their concern foreign banks have consistently had to pay a
premium inthe federal funds market—a problem which intensified at
the end of the third quarter These discussions apparently had a
constructive influence Later in the year, foreign banks diversified
their funding approaches Partly as a result, the spreads they had to
pay over the year-end were reportedly smailer than late in Septem-
ber

Broker Takeovers, Management Changes

The year also saw a number of takeovers or other management
changes among foreign exchange brokers in the United Stetes In
some cases, brokers were taken over by institutions which had no
prior famiianty with the foreign exchange business The develop-
ment was attributed to the attraction of profit opportunities in foreign
exchange that require a relatively small capital outlay. So far, the
Committee feels the reduction of the number of brokers in the Untted
States has not resulted in an imporiant reduction in the amount or
the quality of service being provided However, it was noted there
have been a number of takeovers i1 other countries as well, and a
continuation of this trend might tead to a reduction of competition
among brokers worldwide.

Some Committee members noted how difficult it has become to
decipher the management structure of individual firms or of the
resulting groups of firms Some concern also was expressed about
the potential for conflict of interest as various entities developed a
beneficial interest in more than one aspect of trading In these
markets

Nonbank Exchange Market Participants

Again in 1882, Committee membisrs commented on the exchange
market activity of nonbanks. The change in accounting rules had. at

least for & ume, slowed trading actvity -for a number of banks’
corporate clients Some of the decline was offset, however, by the
need to hedge a growing volume of borrowings n foreign cur-
rencies,

Bank members noted they had yet to see a substantial interest
among their corporate clients in dealing through brokers—with the
exception of investment banks and commodity trading houses

Foreign Exchange Turnover Study

The Committee recommended to the Federal Reserve Bank of
New York that a new foreign exchange turnover study be undertaken
promptly. Market volume appeared to have grown substantially
since the last turnover study was conducted in 1980 The market
structure appearedto have changed at the jame time, and questions
were constantly being ra sed about the extent and durability of these
changes.

Thus, in recommending the survey, the Committee expressed the
kelief that results of the proposed survey would be heipful to market
participants for their internal planning purposes, and the usefulness
of the survey would far outweigh any burden incurred in complying
with the reporting requirements

The Committee also recommended an effort be made to en-
courage central banks in other important trading centers to conduct
a similar survey at the sametime Although the Committes preferred
to have a survey as early as practical, it recommended the timing of
the survey be adjusted to accommodate participation by other
central banks,

The Committee also had specific suggestions 10 make about
changingthe survey form These changes were suggestednorderto
clarify the instructions, ease the reporting burden. and adjust the
survey to take account of recent changes in market structure and
practice




RECOMMENDATIONS
PREPARED IN 1982

Name Substitution Practices in the
United States Foreign Exchange Market

Issuec! January 6, 1983

Several practices currently are used by foreign exchange brokets
that entail the enlistment of a new counterparty in a transaction that
cannot be consummated as originally structured Mainly these
situations arise because one or the other ¢f the original two counter-
parties 1s unwilling to accept the other, bul they also may occurwhen
a broker receives muitiple simultaneous responses to abid or offer Tre
Foreign Exchange Committee, in line with 18 on-going interest I
market practices and developments, decided to study these practices In
order to identify their causes, to document market practices as they
exist, and to elucidate the concerns that might attend these practices.
The Committee concluded that, while neither the frequency nor the
magnitude of so-called name practices significantly impair the U S.
foreign exchange market at this time, there are clear risks entailed by
these practices The Committee’s discussion of this issue also
highlighted several points of sensitivity that can exist within the bank.-
broker relationship and underscored the need for effective internal
management of these relattonships

The primary objective of this report i1s 1o enumerate and define the
risks associated with these name substitution practices. The report
also includes practical suggestions that the Committee believes
would help to avoid some of the situations that give rise to these
practices. These suggestions are intended to increase the amount of
information availlable to market participants regarding potential
counterparties and to prompt more open bilateral discussions
among banks and brokers.

Description of Practices

When the two original counterparties are incompatible, it 1s
usually because of credit line considsrations. Since the convention of
the foreign exchange brokerage market is not to exchange names of
counterparties until the transaction size and exchange rate have
been agreed to, the details of a trade are fixed before either party can
realize that a name problem may exist When atrade 1s aborted, each
nstitution knows the detalls of a trade that, but for the name
problem, would have been consummated. Because such information is
considered privileged in this market, many institutions believe that,

oncethey have shown their hand in this way, they should complete a
trade with the same specifications promptly. Brokers respond to this
desire in one of two ways either they find a new counterparty (a
clearing bank} 10 interpose between the other two, or—if one
counterparty cannot or is unwiling to proceed with the original
transaction-—they find a substitute counterparty for the remaining
bank. In the past, many market participants have argued that these
practices faciitate the consummation of transactions and make it
more difficult for a counterparty to back away from an unfavorable
transaction. .

After 1978, when international brokering became widespread in
the U.5. markst, the frequency of these practices increased as the
number of non-U S counterparties to brokered transactions grew
dramatically. Some market participants have suggested to the
Foreign Exchange Committee that the incidence may have mcreased
still further more recently

Associated Risks and Costs

The nsk charactenstics of the two methods of resolving name
problems are different

in the first case, when a th.rd bank allows itseif to be interposed
betwsen the original two banks and to act as a so-called “clearing
bank”, 1t does so out of asense that it 1s contributing to the hquidity of
the market. Both of the onginal two banks now have a credit
exposure vis-a-vis the clearing bank which, as long as the clearing
bank is in full knowledge of the trade and 1s operating m accordance
with its normal procedures and imits, constitutes no different a risk
than any other trade with that bank The clearing bank, however, has
tied up its credit ines with each of the other two parties Consequently,
its traders may have less flexiotity in dealing with these institutions
for a few days. (Usually these practices invoive spot transactions,
although accasional substitutions of names do occur in non-spot
transactions.) Moreover, the two transactions entail the normal
processing costs. They do not generate revenues, however, since
both sides of the trade are executed at the exchange rate agreed to




by the origmal two counterparties. Some banks refuse to accept the
name of a clearing bank and many banks refuse to act as a clearer in
such transactions.

In the second case, one institutton considers the transactior to
have been executed but the counterparty cannot proceed with the
deal and refuses to accept the name of a clearing bank As a result,
the broker effectively assumes a market risk until a substitite
counterparty has been found because a replacement may not be
found until after the exchange rate has changed from that agreed to
originally Often the broker offers to remit payment on any losses that
result from market rate movements, while the replacement bank may
realize a proft

Sometimes when the loss accruing to a broker is substantia , a
substitute bank agrees to defer settlement of a difference check for a
specified period of time—perhaps up to the close of business. This 1s
done as an accommodation to the brokar to permit the broker, if .he
exchange rate should move back closer to the orniginal rate, to find
yet another counterparty wilfing to do an offsetting transaction with
the substitute bank, thereby reducing the broker’s loss In these
situations, the substitute bank ends up, in effect, playing therole ofa
clearing bank, but in the interim one $ide of the transaction has besn
left open for a time. Meanwhile, the broker has taken a view about
possible exchange-rate movements during the time one side of the
transaction has been left open

Reasons for Possible Concern

Each mstitution which engages in these practices 1s exposing itselfto
the possibility of loss while at the same time forfeiting some of its
control over the magnitude of potential losses Difficulties or delays
in finding a substitute or a clearing bank for a trade are factors that
each manager should consider carefully before engaging in these
practices.

At times one party refuses to accept a counterparty’s name hut
insists that the broker find a replacement The question has been
raised whether the burden of finding an alternative counterparty 1s
properly placed on the broker or, rathet, whether the original trade
should be canceled by both sides. Each bank should recognize that
1) any time 1its traders press the broker to find a substitute when it
refuses to accept a counterparty to a irade, or 2) once the other
counterparty has clearly canceled, or 3) each time a bank agrees to
serve as a clearing bank without getting the names of the other two
parties promptly, the broker is at risk to the extent that a substitute
cannot be found before market rates change. Any loss incurred by
the broker may be sufficiently sizable that the broker may be unable or
unwilling to make good on the loss, even on a going-concern basis
In the event of bankruptcy proceedings, it is by no means certain the
broker would be held liable for making payment to cover the loss.
Therefore, the bank may be indirectly exposedto market risk in these
transactions

To the extent that brokers are held at nsk in a transaction, their
neutrality 1s 1mpaired Sorne brokers attemipt to preserve their
neutrality by following a strict policy of eliminating any uncom-
pleted trade at the first possible opportunity regardless of rate
Nevertheless, there is likely to be a relationship between the frequency of
the practice of name substitution and questions regarding the
reputations of brokers.

Recommendations

The Committee expressed grave concern about any practice
that, 1n effect, forces the brokers in a role as principal to a
foreign exchange transaction or of managing a foreign exchange
position. Foreign exchange brokering firms are often not
capitalized to an extent appropriate to accept the risks of being
put into those situations routinely. Moreover, the obhigations
which brokers are presumed to assume under some of these
arrangements may not have a clear legal basis. Officers of
banks with management responsibility for foreign exchange
trading operations should be aware of these practices, determine
if and under what circumstances dealers of their institutions
should engage in these practices, and assure themselves that
the institutions’ policies or guidelines pertaining to these
issues are being followed by all dealing personnel.

i

To the extent that such practices do continue 1n the foreign
exchange market in the United States, for reasons of operational
convenience and market efficiency, their f(equency should be
reduced to those situations that do not readily allow for
alternative methods of resolution. Areduction in the frequency
of name-related problems could be achteved if banks and
brokers were to exchange more information with one another.
The Committee believes some steps in this direction can be
taken without creating !l will among institutions or divuiging
sensitive cradit-related information. X

A basic contribution that each bank and corporate user of
brokers can make in this ragard is to assure itgelf that its name
18 acceptable to enough of the participants in the brokers’
market so that its actions do not contribute to name problems.
By providing participants anonymity until a transaction price
has been agreed to, a well-functioning brokers’ market contri-
butes to the depth and breadth of the market; but this method
of doing business i1s practicable only if participants can be
reasonably confident that wvirtually all counterparties met
through brokers will meet certain minimum standards of credit-
worthiness. If there are some market participants perceived by
most other participants as falling short of these standards, it 1s
appropriate that potential counterparties be made aware of the
possibly referable nature of any prices whith such institutions
show through a broker. Biokers cannot be expscted to make
credit judgments for banks. But they are in:a position to know
what addresses. if any, are consistently difficult to place and




have a responstbiiity of indicating to potential counterparties if
a price they are currently showing is on behalf of such a name.
Those institutions whose names are not sufficiently acceptable
might consider whether it is appropriate or even in their long
run interest to continue to use brokers to the same degree.
Further, 1t would be constructive if banks were to advise
potential counterparties, particularly those they consider
referable, how they will be treated :f met through a broker.

In addition, foreign exchange managers should themselves
maintain contacts with the brokerage firms their institutions
employ in order to establish the ways they want their brokering
relationships to be structured and toc define the approach their
institution will generally follow in handling specific name
problems. Some banks provide their brokers with the names of
institutions with which they are willing to deal, or alternatively,
the names of institutions they will virtually always reject. With
the help of this information brokers can reduce the frequency of
name problems by not matching pre-specified pairs of institu-
tions. Admittedly, this procedure places extra operational
burdens on brokers. Nevertheless, since some banks have
found this system helpful in reducing name problems, other
banks might consider similar steps. Brokers should do thesr
best to accommodate these approaches.

Managers of foreign exchange operations at banks can and
should assess the extent to which and the ways in which ther
banks are used as clearing banks. Ih any case, no bank should
allow its name to be used without its prior consent for each and
every transaction. And each bank should establish the period
of time 1t requires the broker to identify the names of both
counterparties

U.S. brokers with links to saffihated brokers overseas can
contribute by making greater efforts to ascertain whether a oid
or offer price that is communicated to it by an overseas affiliate
for dissemination here has been initiated by an institution tnat
might be an unacceptable or unrecognized counterparty to
many of the broker's U.S. clients. :n this instance, the U.S.
broker should indicate that the institution may either be

referable or unknown, even If the overseas brokers do not do
80. Further, brokers should apprise their chents regarding the
name recognition and credit line problems that each might
face in executing transactions through a proker.

With respect to specific name problems in day-to-day
market situations, the Committee recommends that managers
with oversight responsibility for foreign exchange adopt,
observe, and expect as market convention the following
practices in connection with specific name problems:

" iftwo institutions meet through a broker and one
‘indicates that it cannot accept the name of the
other for credit line reasons ¢, either it has no
lina for the second institution or its line is full, the
broker should expiain to the second institution
why the transaction has not been consummated
and identify the other institution involved. Two
considerations support this conclusion. First,
maoast managers consider this information to be
helpful since it clarifies the market standing of
their institution. Second, market participants
recognize credit lines are a necessary prudential
constraint on market participants; their invoca-
tion in appropriate circumstances does not neces-
sarily reflect poorly on either institution.

Regardless of whether 8 name problem arises for
credit line or other reasons, each institution is left
with two options: each can either cancel its bid or
offer price with the broker or insist that the broker
find a substitute. If it opts for the latter, it should
allow the broker a reasonable period of time in
which to find a new counterparty whose name is
acceptable. A substitute should be found in no
more than a few minutes and preferably within
the same phone call. If an acceptable name
cannot be provided in a reasonable time period,
the institution should cancel its price.




SELECTED OTHER DOCUMENTS OF THE COMMITTEE

Selected Issues Relating to the Management of Foreign Exchange Activity

{Reprint of 1980 Paper of the Foreign Exchange Committee)

Managers of foreign exchange activity have available to
them a wide vanety of material concerning the nature of the
basic risks inherent in the business. The most recent contri-
bution to the literature was the publication of the “Guidelines
on Internal Control for Foreign Exchange Activities in Com-
merctal Banks” 1ssued by the Fedsral Financial Institutions
Examination Council That document, which was designed to
guide bank examiners, provides a very useful uniform frame-

Conflict of Intarest

Most banks today recognize the need to establish a code of
conduct for all therr employees to pretect both the bank and the
employee from potential conflict of interest situations Nevertheless,
the role of the trader-—in particular the unique ability independently
to commit the bank to sizeabls risk exposures—suggests that some
further amplification of the general coce of conduct is desirable for
the trading function. With respect to a potential confiict of interest
arising from an individual's own financial affairs, we suggest, 1hat

banks should have policy guidelines covering trading for one’s own
account

TRADING FOR ONE’'S OWN ACCOUNT: There
is an obvious potential conflict of interest in this
situation that shouid be discouraged. However,
one may wish to distinguish between trading and
investment. A trader might buy a foreign currency
and invest the proceeds in a deposit or security
denominated in that currency; a trader might sell
a foreign currency forward to hedge an existing
deposit or security transaction, Identifying
investment as opposed to trading transactions is
not always a simple matter, but a clear
understanding between manager and trader of
what the bank’s policy is in this area will eliminate
most potential confusion. Outright position taking
by traders should be prohibited.

The money and exchange markets are primanly telephone
markets and ones in which close personal ties often develop
between professionals. On the posttive side, this facilitates the
smooth functioning of the market; on the other side, it opens the

work for establishing the internal controls and procedures
necessary to manage and control exchange risk.

In the view of the Foreign Exchange Committes, however,
there rémain a number of market practices and potential areas
of management concern that have not been explored
adequately in the literature. This report 1s designed to satisfy
that need and enhance managers’ awareness and
understanding of these issues.

possibifity that a trader could be tempted to assist a fellow
practitioner at the expensa of the employer. Consequently, the
following two potentis! problem areas should be covered.

GIFTS, ENTERTAINMENT: This subject ordi-
narily will be coversd by the bank’s general code
of conduct, and management should recognize
that social entertainment is a widely accepted
practice among market participants. However,
given the special connections among traders, and
between traders and brokers in the distribution of
the bank’s business, management shouid be alert
to the possible abuse of entertainment or gifts.

OFF MARKET RATES: Any use of “off market”
rates raises serious questions of propriety and
perhaps policy issues for the bank. This issue
most often arises in connection with swap trans-
actions where there can be a choice between
using “current” or “historical’” rates. Although
the essence of a swap transaction is neither the
spot, nor the forward rate per se, both of these
rates utilized in the swap should be consistent
with current market rates. Non-market rates can
be employed to move income from one institution
to another (perhaps over an income reporting
date) or can impact upon the timing of reported
taxable income. in any event, since use of
historical rather than market rates can in effect
result in a loan of funds between the parties, all
such requests should be referred to management
for policy and credit judgments. While the nature
of certain commercial transactions may justify




the use of historical rates with customers, there
should be no exceptions permitted in trades with
other banks.

The Trader - Trader Relationship

With the growth of direct bank-to-bank trading in the North
American market during the last two years, this topic has taken on
new importance Many banks are now dealing directly at a time
when the market’s rapid expansion has led to a situation in which a
large number of young and relativey inexperienced traders have
been given significant responsibility in representing the participating
banks This suggests the necessity of clearly defining a code of
behavior in the trader-trader relationship

RECIPROCITY: Management must be conscious
of the obligations their bank assumes when it
engages in direct dealing. Generally speaking,
“Bank A" will be expected, upon request, to
raciprocate in providing timely, competitive rate
quotations for marketable amounts when it has
received this service from “Bank B.” Differences
in the relative size of “Bank A" and “Bank B" and
in their expertise or specisalization in certain
currencies will influence the determination of
what is perceived by the two parties as an
equitable reciprocity. A periodic analysis of trad-
ing activity by management will reveal any un-
usually large concentration of direct trading with
another bank or banks. Any such concentration
should be reviewed by management to assure
that the level of activity is sppropriate.

The Trader - Broker Relationship

The use of brokers 15 a long standing feature of the foreign
exchange market Relationships between brokers and traders are
based on a variety of factors, including quaiity of service (speed,
reliability, closeness of prices, siz¢ of deals) and personal interaction
In these circumstances traders are quite likely to favor a few brokers
over others and such concentration 13 not inappropriate However,
inasmuch as it I1s possible for a trader to influence a broker's share of
the bank’s business, there is always the possibility that some brokers
may attempt to ingratiate themselves with a trader or that a trader
may make unreasonable demands upon some brokers

Therefore, managers should be alert to subtle
changes in patterns of brokers use and to
possible undue concentration of business,
especially if they perceive no significant difference
in the quality of service frorn other brokers.

Bank management will find that their broking
counterparts will welcome any questions or input
concerning the nature or extent of entertainment
providad to traders or any aspects of the relation-
ships between thaeir firms.

In the interest of preserving confidentiality of
transactions, visits by traders to brokers’ offices
during the trading day should normally be pre-
arranged. During such visits traders should not
participate in the interbank market through utiliz-
ing the on-premises communications network.

Traders should not conclude a deal through a
broker when the counter-party is not identified,
for it opens the way to possible confusion, to
potential abuses and to the possibility that the
bhank might be left with a credit risk that it did not
wish to assume. ‘

Brokers should take full responsibility for con-
firming all international transactions to the banks
by Telex, or by any other means of written
confirmation acceptable to the banking com-
munity. In addition, brokers have responsibility
for passing instructions on all spot international
transactions on the same day the trade is con-
summated.

Trading practices

At tmes when the markets are unsettled and prices are volatile,
opportunities may anse for traders to engage'in practices which may
realize an immediate gain or avoid & loss, but which may be
questionable in terms of the trader's reputation—as well as that of
the bank—overthelong run The kinds of questionable practices are
many, from sowing rumors to reneging on deals

Management should be alert to any pattern of
complaints about a trader's behavior from
sources outside the bank, such as by customers
or other banks. Information available within the
bank should be reviewed to detect if individual
traders become frequently involved in disputes
over trades or tend to accept deals at rates which
were obvious misquotes, accidental or
otherwise, by counterparts. Complaints about
trading practices may be self-serving, however,
and should be handled judiciously.




Confidentiality
The issue of confidentiality deserves special consideration

Participants in the market—comrnercial accounts and banks
alike—are entitied to have thetr interest and activity known only by
the other party to the transaction end the intermediary, if one
exists

Bank management should ensure that traders are
regularly reminded of this neaed for confidentiality.

Inour 1979 Annual Report The Committee commented upon *
the practice of having open two-way speakerphones between banks
and brokers A number of Committee members pointed to the
benefits that speakerphones provided i transmitting bid-offer
quotations quickly to many banks At the same time. there was
considerable concern about the need to mantain confidentiality of
operations of banks, within their own trading rooms and with * herr
customers “ In the end the Committes concluded that “it believed
continuously open speakerphones at either the banks' or brokers’
endto benappropriate and that both ends should, as aminimum, be
controlled by the use of press-to-talk-buttons

While discussion between the traders of “Bank A” and “Bank B"
concerning the activity of “Bank C" is to be condemned, it 1s most
appropriate for the management of “Bank A" to advise the manage-
ment of “Bank C” of impressions of unclue or unusual market activity
by “Bank C's” traders

The trading room I1s & popular spot for visitors who enjoy the
clamor and excitement that can readily resuit from an active maiket.
Unfortunately names of participants can often be recognized by
visitors  We suggest, therefore, that wisits to trading rooms by
outsiders be minimized and that every effort be made during such
VISItS to preserve confidentiality

Importance of Support Staff

Management's attention with respect to a foreign exchenge
trading operation is usually diracted to establishing trading policies,
managing risk and developing trading personnal Equally important
both to the management and the sha-gholders of the bank and to
those counterparties with it 1s an efficient “back office” or operating
staff Detalls of each trading transaction must be accuratsly
recorded, payment instructions correctly exchanged and executed;
timely information provided to management and traders, and the
underlying results properly evaluated. Time consuming and costly
reconcihiation of disputed or improperly executed transactions mar
the efficiency of the market and ultimately can impair the willingness
of others to trade with the offending bank.

Accordingly, management must be aware of its

responsibility to establish a support staff consis-

tent with the scope of its trading desk's activity in

the market. Conversely, traders must be instructed

to confine trading levels to volumes that can be
- handled by the available support staff.

Off-Premises Trading

Forsign exchange trading today hterally tal;es place continuously
somewhere on the globe throughout each twenty-four hours of the
trading day. This requires policy answers to several questions: Wil
management accept requests to trade from parties who are
obviously trading outside of ther normal market time? Will
management permit their trading personnel to initiate trades after
normal trading hours - from home or elsewhere? If so, how will they
control the transaction? With respect to requests received from third
parties, the major concern must be a dsetermination of whether the
trader cailing from abroad after normal trading hours there is
authorized by the bank to trade at that ime Use of Telex rather than
telephong will at least confirm the physical presence of the trader in
the trading room, althougt by ttself this does not answer the basic
question of authorization '

When the request is initiated by a commercial
customer communicating from one geographic
trading center to another, presumably the
arrangement will have been dicussed in advance
and a modus operand: arranged that will identify
and protect all parties. Management should
determine how detailed they want this
procedure.

When trades are initiated either from the office
after the support staff has left or from the trader’s
home, there is no way to record the trade and its
impact upon the bank'’s position until the following
business day. If the bank has a global network, it
seems prudent to restrict such trading to intra-
bank transactions with copies of the trade to be
forwarded by the receiving location to the initiating
locstion,

if management chooses to provide its trading
room with flexibility to cope with the
unexpected—the call either at midnight from
abroad or from the trader's home—it should
certainly restrict the authority to designated
senior trading personnel, '




Excerpts from Remarks by Bery! W. Sprinkel

Under Secretary of the Treasury for Monetary Affairs
February 26, 1982

A FREE-MARKET ECONOMIC POLICY: That 15 the
essence of the Reagan Administration’s economic policies’ they are
free-market policies The premise of President Reagan's economic
recovery program is the inherent supe-ionity of private market actvity
as a guide to economic decisions and as an engine of growth Hehas
acted decisively 1o end needless government interference with private
markets, to reduce the burden of government on the economy, and
to provide a stable, non-inflationary policy environment

FOREIGN EXCHANGE MARKET POLICY: Perhapsnowtereis
this more obvious than in our approach to foreign exchange markets
Our policy 1s clear we minimize intervention in foreign exchange
markets, by restricting it to cases of serious disorder which disrupt
the normal functioning of these marksts

We have two basic reasons for our policy The first is that we do
not believe any individual or governrnent is capable of identifying
what the correct level of an exchange rate should be The second is
that, histonically, intervention to fix or manage exchange rates has
been a faiiure Greater exchange market stability 1s desirable, but it
canonly be achteved through better coordination of policies, that Is,
if all countries provide a better and more predictable policy
environment

Economists and exchange market analysts have plausibletheories
about the main factors determining exchange rates in the long run.
My own belief 1s that purchasing power parity should hold over
sufficiently long periods But in the short run, many different factors
influence exchange rates, not all ¢f which are measurabie or
obvious

Exchange markets are large and breathtakingly efficient 'With
their tremendous worldwide volume--sometimes estimated at $40
billion to $50 billion In total turnover per day—and the rapidity with
which pertinent information becomes available to all market parti-
cipants, it 1s difficult for any one market participant to gain any
advantage over others We can allread the news services and call our
friends How can you outguess a market like that? Most of us would
admit that nobody can do so consistently, Experience has demon-
strated repeatedly that governments cant.

In the short run, with everybody constantly digesting the most up-
to-date information possible, what often ends up driving exchange
rate movements 1s changing market expectations While these are
expectations about the future behavior of market fundamentals—
like interest rate differentials, inflation rates. or balance of payments
developments—they often bear no obvious relationship to what
those fundamentals are doing right now They may not even beai any
relation to what the fundamentals will do in the future After all,
expectations can be wrong,

Thus 1t 1s that in recent years we have seen exchange rate move-
ments apparently correlated with, and thus seemingly caused by,
widsly differing economic vanables at differing points in time

In 1980, when the biggest economic news. . was the wild
gyrations in U.S, money growth and interest rates, these seemed to
drive exchange rate movements

THEDOLLAR AND FOREIGN CONDITIONS: Butsincethen
exchange rate movements have been all over .  with regard to
particular economic variables During most of 1981 the U S dollar
was apprectating, n spite of contrary movements of international
nterest rate differentials We sometimes inferred that pessimism
over European economic performance was dominating—concern
over European resolve to fight inflation, concern over some per-
sistently large current account deficits, and concern over overly rapid
money growth and budget deficits in many countries—but even this
will always remain a conjecture The Polish situation undoubtedly
had a depressing impact on European currencies. And at times there
seemed to be a kind of "Reagan euphona” at work in favor of the
doliar.

More recently, it would apprear that the rébound in U.S. interest
rates has driven up the dollar. But why has this factor only now begun
to dominate again? Why not all those times last year when the
interest rate differentials were moving agalnél the Urited States?

MARKET INTERVENTION: Under these crrcumstances,
perhaps 1t 15 fortunate that intervention in exchange markets has
been so spectacularly unsuccessful The major Western governments
intervened frequently and massively during the late 1970s, but this
did not prevent large and rapid exchange rate movements in the
directions they were trying to avoid intervention in an effort to fix
rates, or ranges for rates, does not prevent exchange rates from
reaching the levels to which market forces were driving them Even
intarvention to slow rate movements, by “leaning against the wind.,”
presupposes much more knowledge of equilibrium rates (or, if you
will, about the constancy of the wind’s direction and strength) than
governments ever really have at their disposal

U.S. ECONOMIC RECOVERY: The US current account
surplus of the past few years 1s now being held down by the dollar's
appreciation over the last two years As the U S. begins recovering
from the current recession, that surplus will disappear

Nevertheless. we expect that our strong non-inflationary economy
will continue to be refiscted in a strong dollar So that aspect of
foreign complaints I1s not going to go away Disciplined U S
economic policies will always tend to produce a relatively strong
dollar




Excerpts from Remarks by Takeshi Ohta :

Director, Foreign Department, the Bank of Japan,
May 5, 1982

SIZE OF THE TOKYO FOREIGN EXCHANGE MARKET:
The total volume of foreign exchangs transactions in the market
amountedto $75 billion per monthin 1981 . itwas just $8 billiori per
month in 1976 The size of the market has increased by almost ten
times during those five years.

At the same time, the dollar interbank call money market has also
grown. This market amounts to $24 billion according to its out-
standing loan balance

These developments reflect continuous expansion of export and
import business as well as sharp increases in capital transactions In
particular, foreign currency transactions between Japanese residents—
thatis dollar loans by Japanese resident banks to resident corporat ons
and dollar deposits with Japanese resident banks by resident
individuals or corporations— have greetly increased foliowing intro-
duction of Japan's new Exchange Control Law in December 1980
This has very much contributed to the development of the Tokyo
market

The Tokyo market consists of 134 Japanese banks, 71 foreign
banks and 10 foreign exchange brokers All the transactions are
conducted through foreign exchange trokers. international broking
is not allowed yet, although two foreign brokerage firms are already
there Interest in direct dealing and international broking 1s expected
to emerge In the not-so-distant future

The Tokyo market has a very unique —or ¢ivilized—practice. it is
closed from noon to 1.30 p m. for lurich—the only market where
the lunch time recess is allowed.

INTERNATIONALIZATON OF THE YEN: Foreign official
holdings of yen are estimated to have amounted to more than $25
billion at the end of March 1982. Total foreign holdings of yen are
Just anybody’s guess, but our “guesstimrate” is more than $70 bition
at the end of 1981,

The use of yen in visible trade business—exports and iImports—is
still rather limited Around one-third of Japanese exports 1s denom-
inated and settled in yen. But the share of yen-denominated imports
18 only asmall percentage ofthe total The yen is used internationally
as an investment currency rather than as a trade currency.

The authorities’ policy stance towards internationalization of the
yen is rather simpie

We neither encourage nor discourage i, but we accept this
developrment as the inevitable course of evolution We are not prepared
to take any artificial step to promote its progress Nor are we
prepared to move towards establishing an artificial two-tiered
market such as an off-shore market in Tokyo

OUTLOOK FOR THE YEN: Theyen was, and is still considered
waak This doss not reflect so much any particular weakness of the
yen, but rather the dollar's overall strength,’ against the German
mark, the yen has been farrly stable at around 100 yen to a German
mark. The major cause for the current weakness, unlike that in the
past, 15 the large scale outflow of long-term capital—about $10
bilon in 1981 compared to the inflow of $2 billion in 1980—
induced by the unprecedented large interest rate differentials between
the United States and Japan

Sometimes Japan i1s accused of trying to keep the yen at an
artificially iow rate to promote exports This s not true, The Bank of
Japan has made short-term money market rates firmer than they
would otherwise have been since late March 1982, demonstrating
our determination not to allow already large interest rate differentials
to widen, :

At the same time, the Bank often intervened vigorously in the
market to support the yen, We simply wish tp have a stronger yen
énd are firmly determined to prevent the yen from further deprecrating




Document of Organization

CONCLUSION OF FEASIBILITY STUDY TO ESTABLISH FOREIGN EXCHANGE COMMITTEE
(June 1978} -

It was generally agreed that any new forum for discussing
matters of mutual concern in the foreign exchange market (and
where appropriate off-shore deposit markets) should be organized
as an independent body under sponsorship of the Federal Reserve
Bank of New York Such a Commuittse should.

1 be representative of institutions participating in
the market rather than indwviduals,

2 be composed of individuals with a broad knowl-
edge of the foreign exchange markets and in a
position to speak for therr respective nstitutions,

3 have sufficient stature in the market to engender
respect for its views, even though the Committee
would have no enforcement authority;

4 be constituted i such a manner as to ensure at all
times fair presentation and consideration of all
points of view and intersests in the market, and

5 notwithstanding the need for representation of
all interests, be small enough to deal effectively
with issues that come bafore this group

The objectives of the Committes would be

To provide a forum for discussing techrical issues in the
foreign exchange market, as well as the related international
money markets

To serve as a channel of information between the marke' and
the Federal Reserve and, possibly, other official institutions
within the United States and abroad

ft 15 understood that the Committee would seek to work
closely with the FOREX Association of North America (FANA)

The Commuittee may consider the possibility of formulating
recommendations for umform. terminology and technical
standards for use in the foreign exchange market It will not
concern itself with the evaluation of individual market
participants, nor will it attempt Lo set requirements, qualifica-
tions, or terms for participatior in the market

The Committee

inresponseto theresults of the study, the Federal Reserve Bank of
New York agreed to sponsor the estabiishment of a Foreign
Exchange Committee It was agreed that:

1 The Committee should consist of no more than
14 members and an equal number of alternates
In addition, the President of FANA would be
nvited to participate.

2 Institutions  participating in the Committee
should be chosen in consideration of therr
participation in the exchange market here as well
as of the size and general importance of the
institution  Selection of participants should
reman flexible to reflect changes as they occur in
the forelgn exchange market

3. Responsibility for choosing member institutions
and alternates rests with the Federal Reserve
Bank of New York The Federal Reserve may
solicit the advice of current Committee
members .

4 Initially, the terms of half of the members will be
for two years and half for three. Thereafter, to
provide for maximum participation in the Com-
mittee by mstitutions eligible for membership,
the term of membership would betwo years. itis
envisaged that, at the expiration of each mem-
ber's term, the alternate would succeed to ful
membership

The composition of the Committee should be as follows’

5-6 East Coast banks (possibly méludmg one New York
Edge Act corooration) '

2-3 regional banks
2-3 foreign banks

1-2  brokers (preferably to represent both foreign
exchange and Euro-depositors)

the president of the FOREX Association of North
America

the Federal Reserve Bank of New York
Committee Procedures

At the outset, there would be a meeting of the Committee— with
a specified agenda of tems—at least every alternate month
(January, March, May, July, September, November) The format of
the discussion, however, would be informal

in the event that a member 1s unable to attend a mesting, his
alternate may attend

Any recommendation the Committee wishes to make on items
coming to its attention can be discussed and decided upon only at its
meetings Any such recommendation would be distributed not only
to member institutions and their alternates, but to every senior officer
in charge of the international money desks of every participating
nstitution in the United States

The Committes may designate ad hoc working groups to focus on
spacific 1ssues

Depending on the agenda of items to be discussed, the
Commuttee may chooseto invite other institutions to participate in its
discussions and deliberations

Summaries of discussions at each meeting would be prepared
and distnibuted to market participants generally by the Federal
Reserve Bank of New York on behalf of the Committee,

Meetings of the Committee would be held at the Federal Reserve
Bank of New York

In addition ta the meetings provided for above, a mesting of the
Committee may be requested at any time by two or more
members '




MEMBERS

FOREIGN EXCHANGE COMMITTEE MEMBERS AND ALTERNATES
(For terms beginning January, 1983)

East Coast Banks

Heinz Riehl

Senior Vice President
Crubank/N A

399 Park Avenue

New York NY 10043
(212) 559-0864

Rolf G Sellge

Senior Vice President
Morgan Guaranty Trust Co
23 Wall Streat

New York, NY 10015
(212) 483-5025

James P Borden

Sernvor Vice President

The Chase Manhattan Bank N A
One Chase Manhattan Plaza
New York, NY 100871

(212) 5562-7543

Bryan Walsh

Senior Vice President
Irving Trust Co

One Wall Street

New York NY 10015
(212} 487-7831

Robert A Savage

Executive Vice President

American Express Intemnational
Banking Corp

125 Broad Street

New York, NY 10004

(212) 323-5134

Arthur H Meshan
Exascutive Vice President
Bank of New England N A
28 State Street

Boston MA 02109
(617) 742-4000

ext 1620

Regional Banks

Thomas Dowen

Senior Vice President

Continental lllinois National
Bank and Trust Co

231 LaSalle Street

Chicago, IL 60693

(312) 828-3660

Raymond A Petars

Group Vice Prestdent

Bank of America NT & S A

Flow of Funds Management No 3170
PO Box 37000

San Francisco CA 94137

{415) 953-9574

ALTERNATES

Juergen Wendland
Sanior Vice President
Bankers Trust Co,

15 Walf Stresr

New York. NY 10005
(212) 775-3376

Ron Levy

Sonior Vice President
Narine Midland Bank N A
140 Broadway

New York, NY 10015
{212) 440-5718

Horst Duseberg

Executive Vice President
Europaarn-Americen Bank and Trust Co
77 Water Strest

New York, NY 10015

{215} 437-4300 ext 4846

John Christapherson
Vice President and

roreign Exchange Manager
Bank of New York
48 Wall Street
New York, NY 10005
{(212) 530-1081

Thomas Barman
Semor Vice President
Crocker National Bank
2899 Park Avenue

New York, NY 10017
(212) 980-4863

Poter J Nioso

Vice President

Shawmut Bank of Boston
1 Federal Street

Baston MA 02211
{617) 282-2000

Robert Gostter

Ssntor Vice President

harns Trust and Savings Bank
111 West Monroe Street
Chicago, IL 60690

{212} 461-3386

Robert LeBien

Ssmor Vice President
Security Pacific National Bank
International Banking Group
333 South Hope Street

Los Angeles, CA 80071
(213) 613-5757

f

MEMBERS ALTERNATES
ill. Foreign Banks
Chrnistine Patton Christopher Paviou

First Vica Prasident
Credit Lyonnais

85 Wall Strest

Neaw York. NY 10005

Senior Vice President
Barclays Bank Internstional
100 Water Strest

New York. NY 10005

(212} 344-0500 {212) 630-0103

Hans Neukomm

Sernor Vice Fresident

Credit Suisse

100 Wall Strest

New York, NY 10005

(212} 422-1460

Yashihiko Nagaya Terry Joyce

Duputy General Manager Agent, Foreign Exchange
The Bank of Tokyo Ltd The Toromo-Dominion Bank
New York Agency 45 Wall Strest

100 Broadway New York, NY 10005

Naw York, NY 10005

{212} 943-5368

<
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H
Edward Bsltes Philp D'Angelo
President President
Lasser Marshall Inc Noonan, Astley and Pearce inc
76 William Street Wall Street Plaza

New York, NY 10005
(212).943-5368

Alan Griffiths
President

Bierbaum Inc

Ona Whitehall Strest
Naw York, NY 10004
(212} 363-8500

Forex Assn. of North Amernica
Prasident (Observer)

David Palmer

Vice President

Bank of Amarica NT & SA
299 Park Avenue

New York, NY 10043
{212) 486-8321

Federal Reserve Bank of
New York (ax officia)

Sam Y. Cross

Exacutive Vice President

Federal Ressrve Bank
of New York

33 Liberty Strest

New York NY 10045

{212} 791-6180

Margaret L Gresna

Vice President

Fedsral Reserva Bank
of New York

33 Liberty Strest

New York, NY 10045

(212} 791-6688

New York. NY 10005
(212) 483-8297
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