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E-TRADING:  U.S. REGULATORY ISSUES
  

Legal uncertainty for the OTC derivatives markets has led Congress to require re-examination of the existing regulatory framework and its potentially negative impact on financial innovation and improved risk reduction.   As a result there have been two recent reports, The President’s Working Group on Financial Markets report on Over the Counter Derivatives Markets and the Commodity Exchange Act (CEA), November 1999, and the GAO Report: Commodity Exchange Act: Issues Related to the Regulation of Electronic Trading Systems, May 2000.  While the conclusions of the two reports are not entirely consistent, the goal of both reports is legal certainty.
.
· There is no demonstrable need for regulation of electronic trading systems for OTC derivatives generally between eligible swap participants trading for their own accounts in most swaps transactions
· Regulation would discourage development of risk reducing systems
· The ability to foster financial innovation is an important so that U.S. firms and markets are not at a competitive disadvantage in the global marketplace
· Legislation is necessary to assure legal certainty.

