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1. The Proposal fails to analyze the impact on the market for LTD issuances by covered
banking organizations, and the Agencies risk saturating the market with this debt during a
time of economic uncertainty. The final rule should reflect a careful and rigorous
analysis of the broader financial and economic impacts of the Proposal.

2. The final rule should not require BHCs to issue LTD both internally from the IDI
subsidiary and externally from the holding company, as this approach would be
unnecessarily prescriptive and result in a more punitive outcome than for global
systemically important banking organizations (“G-SIBs”).

3. The final rule should not use the capital refill framework as the basis for calculating the
LTD requirements for non-GSIBs and instead should calibrate LTD requirements to the
level of uninsured deposits at the IDI.

We summarize each of these points in greater detail below.

1. The final rule should reflect a careful and rigorous analysis of the financial and
economic impacts of the Proposal.?

Although the Proposal provides for a gradual transition period over three years, the proposed
implementation structure would require all covered banking organizations that would need to
issue new LTD to issue such LTD at approximately the same time. The Proposal, however, does
not evaluate the financial and economic impact of requiring covered banking organizations to
simultaneously flood the market with new eligible LTD. We note that the proposed increase in
LTD supply is also significantly more than what was contemplated in the origina! advanced
notice of proposed rulemaking regarding these new LTD requirements, which was only focused
on Category II and III banking organizations.®

In particular, the Agencies have failed to consider (1) the potential demand for the new LTD as
compared to the vast supply increase in LTD that could result from a large number of new LTD
issuers; and (2) the effect of the current interest rate environment on pricing of the new LTD
(and how this will impact covered banking organizations, particularly if interest rates continue to
fluctuate). It is critical that the Agencies undertake to analyze the potentially significant costs
associated with the Proposal, including in the form of increased pricing for LTD and knock-on
effects to the broader economy and financial stability.

We recommend that before issuing the final rule, the Agencies perform a further economic
analysis of the impacts of the LTD issuance requirements on both the market and covered
banking organizations. We also recommend that the Agencies consider other implementation
options, including adjusting the calibration (discussed below), lengthening the transition period
or staggering the implementation of the new LTD requirements for different banks or types of
banks to ensure the Category II, III and IV banking organizations are not competing with each
other to issue new LTD at the same time in a crowded marketplace.

2 This section is responsive to Questions 53-57.

3 Resolution-Related Resource Requirements for Large Banking Organizations, 87 Fed. Reg. 64170 (Oct. 24,

2022).
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