21 March 2014

Secretariat of the Basel Committee on Banking Supervision
Bank of International Settlements

CH-4002 Basel

Switzerland

baselcommittee@bis.org

RE: BCBS 269 — Revisions to the Securitisation Framework
Dear Sirs,

The International Association of Credit Portfolio Managers (IACPM)i is pleased to
have the opportunity to comment on the Basel Committee’s consultative document,
“Revisions to the Securitisation Framework”. We have joined a group of
associations (including CREFC, GFMA, AFME, ASIFMA, SIFMA, IIF, ISDA,
SFJ and SFIG) to provide the majority of our comments to the Basel Committee
(the “joint association letter”). The purpose of this brief letter is to highlight the
importance of these joint comments as they relate to bank balance sheet
securitisations, a risk management tool that is very important to the members of
IACPM.

The TACPM’s institutional member firms comprise the world’s largest financial
institutions, and as such overlap the membership of the other financial industry
associations providing you joint comments. Our perspective is different, however,
in that the IACPM represents the teams within those institutions who have
responsibility for managing credit portfolios. IACPM members are the groups
responsible for managing the bank’s loan portfolio, including actively controlling
concentrations, adding diversification and managing the return of the portfolio
relative to the risk, and managing counterparty risk related to derivatives exposure.
In carrying out these responsibilities successfully, credit portfolio managers
contribute to maintaining the safety and soundness of their respective financial
institutions.

Bank balance sheet securitisations (both cash and synthetic) are an important part of
the tool kit that portfolio managers use to manage credit risk. The framework
proposed in BCBS269 will create disincentives for using bank balance sheet
securitisations, and we fear that if many of the recommendations in the joint
association letter are not adopted to revise the framework, we will see a reduction or
an elimination of this important tool. Specifically, bank balance sheet
securitisations would best be supported by a recalibration of the risk weight floor,
and a recalibration of the Internal Ratings-Based Approach (IRBA), as suggested in
the joint association letter.

There are compelling reasons for maintaining a regulatory environment that allows
for bank balance sheet securitisations:

* Bank balance sheet securitisations facilitate concentration management by
allowing risk transfer of illiquid assets that usually cannot be actively
managed or transferred in other ways. Often, these illiquid assets represent
natural concentrations that arise from the franchise or “footprint” of a bank
(e.g., German middle market assets for a large German bank), and bank
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balance sheet securitisations provide one of the few ways to reduce and diversify these concentrations,
short of a cessation of lending to these areas.

* Bank balance sheet securitisations free capacity, allowing banks to continue lending. By reducing
concentrations, banks can free up capital and risk capacity. This recycling of capital helps banks to
continue lending in circumstance when it would otherwise be constrained from doing so.

* Bank balance sheet securitisations help reduce systemic risk. By transferring unwanted risk from banks
to investors that desire it, bank balance sheet securitisations help to stabilize the financial system,
making banks more resilient. Importantly, when structured well and in partnership with sophisticated
investors who are well positioned to take on these risks, these transactions avoid many of the conflicts
of interest that arose during the financial crisis that regulators are now proposing regulation to avoid.
As an appendix to this letter, we have attached letters from three investors in bank balance sheet
securitisations that were used in our discussions with the U.S. SEC as they explored the subject of bank
balance sheet securitisations. These letters add insightful perspective on how effectively these
transactions work.

Bank balance sheet securitisations are examples of securitizations working at their best, providing mutual benefit
for both buyers and sellers. Banks can use these tools to transfer risk, manage concentrations, and free lending
capacity. In addition, investors can gain exposure to asset classes otherwise unavailable to them.. We hope that
the Basel Committee will consider the above points as you evaluate the recommendations of the joint association
letter.

Sincerely,
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Som-lok Leung
Executive Director
International Association of Credit Portfolio Managers

" The IACPM is an industry association established in 2001 to further the practice of credit exposure
management by providing an active forum for its member institutions to exchange ideas on topics of common
interest. Membership in the IACPM is open to all financial institutions that manage portfolios of corporate
loans, bonds or similar credit sensitive financial instruments. The IACPM represents its members before
regulatory and administrative bodies around the world, holds conferences and regional meetings, conducts
research on the credit portfolio management field, and works with other organizations on issues of mutual
interest relating to the measurement and management of portfolio risk. Currently, there are 90 financial
institutions worldwide that are members of the TACPM. These institutions are based in 17 countries and include
many of the world’s largest commercial wholesale banks, investment banks and insurance companies, as well as
a number of asset managers. More information about the IACPM may be found on our website:

www.iacpm.org.
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28 MAXWELL ROAD, #02-12,
SINGAPORE 069120

TELEPHONE: (65)6238.5775
FACSIMILE: (65)6224.8588

ORCHARD

GLOBAL ASSET MANAGEMENT

THURSDAY, JUNE 28, 2012

Ladies and Gentlemen,

Our firm, Orchard Global Asset Management, is an investor in the types of deals that the SEC
proposes to prohibit under Rule 127B, Example 3B (synthetic bank balance sheet
securitizations). We believe these deals should NOT be prohibited, and support the
arguments made by the International Association of Credit Portfolio Managers (IACPM), in
their letter to you dated February 6, 2012.

As investors, we certainly support the SEC’s efforts to reduce conflicts of interest in
securitizations. However, we do not believe that synthetic bank balance sheet securitizations
suffer from conflicts that would harm investors. We freely participate in these deals as
knowledgeable investors, and these deals have performed well for us to date.

We use various methods to ensure interests are aligned between the originating institution
and ourselves and are active in ensuring that these meet our standards and are enforced for
the life of the transactions. These transactions form an important part of the investing strategy

for ourselves and our investors, and we believe we are able to meaningfully contribute to
bank recapitalization through these trying times.

Sincerely,

it

Gary Wee
Chief Investment Officer

SINGAPORE, LONDON, TORONTO
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