ISDA Operations Interest Rates Working Group
Minutes for 11th June 2009, 4pm

Chair: 

Jamie Brigstock – Citi. jamie.brigstock@citi.com 

ISDA staff:
Anna Dunster. adunster@isda.org
Institutions represented: Citi, Credit Suisse, Deutsche Bank, JP Morgan, Mizuho, Goldman Sachs, Bank of America, Barclays, Commerzbank, Royal Bank of Scotland, BNP Paribas, Morgan Stanley, HSBC, Wachovia, Soc Gen, Goldman Sach Asset Management, Markit and ISDA
· AED

Poll by BGC of the FOs provided the following conensus;  Fixing at 11:30am 2 Abu Dhabi Banking Days preceding the Reset Date.

FOs also acknowledged that the rate has been fixing on Sunday since 22/03

*Action Point*:
Please find wording attached to approve for this FRO.

· Mutual Credit Break / Mutual Puts (missing and incorrect defaults)
Mutual Credit Breaks: 
Two main issues were raised as to why the industry continues to have confirmations breaks on this point
1) Firms state the incorrect break frequency. This is compounded given recent market events which have resulted in a change of break frequency between firms.
2) Broker confirmations stating different break terms, followed by the trade ticket capturing incorrect data.
3) Cash Settlement Method – discussion around how to settle cross currency swaps in the event that the Optional Early Termination is exercised.  Consensus is split around whether to settle in one currency, two, or in the Termination Currency under the ISDA Master.  
All these issues have been raised to the RSC.  The RSC representatives are to discuss with their credit departments.  Current:
-       Proposal to include them in the Master Agreement 
-       Standardization around G14 - annual rolls and Exercising Party Pays as Quotation Rate.

This will be discussed again on the RSC meeting scheduled to occur on the 29th May 2009. 

This was not discussed and has been added to the agenda for the RSC meeting schedule to occur on the 12th June 2009.  Please talk to your RSC representative to impress on them how important this issue is.
This should be discussed at the RSC on the 12th June 2009
· Compounding

A third type of compounding has been identified, Spread Exclusive Compounding.

Following this meeting, and in line with firm feedback this supplement has now been updated to include formulas for all three methods of compounding.  
Originally we defined “Basic Compounding” as a term in lieu of defaulting to Basic by simply stating Applicable.   This term has been amended to “Straight Compounding”.

There is also guidance as to how to incorporate this into your confirmations.

*Action Point*:
Please find attached the supplement referring to the compounding.  Firms to approve as soon as possible.

Following the publication of this supplement it will no longer be correct to state “Compouding:  Applicable”.  Templates should be updated to show one of the following;

Compounding: Inapplicable

Compounding: Straight Compounding Applicable

Compounding: Flat Compounding Applicable

Compounding: Spread Exclusive Compounding Applicable

*Action Point*:  Firms to revert on template enhancement time lines and whether these confirmations can be manually prepared in the interim.

· Template suggestions for 2009:
ISDA will start working on Asset Linked Inflation templates via a small working group to meet approximately 4 times over 8 weeks.
The first Template group meeting was held on the 4th June at 4pm, the next one will be held on the 18th June at 4pm
A.O.B
1) EUR-LIBOR Swap Rate
Section 7.1(f)(xxviii) EUR-ISDA-LIBOR Swap Rate-10:00 and Section 7.1(f)(xxix)EUR-ISDA-LIBOR Swap Rate – 11:00

*Action Point*: Firms to advise whether they are using the rates published on these screens

Please find attached a screen print of the EUR LIBOR and EURIBOR 10am and 11am from 14th May 2009.  These rates are often identical or within 0.001 of each other.
This was not supported by the group, therefore ISDA will continue to publish this rate.  This will be removed from the agenda
2) BAH-BHIBOR

Please find attached wording for this suggested Floating Rate Option to be included in the ISDA Definitions
*Action Point*:  ISDA to circulate proposed supplement
3) ISDA FX Confirmations WG
A new group has been set up to look at FX Confirmation.  The mandate of the group is to establish and implement best practices in the FX market around the preparation and processing of paper confirmations with the goal of reducing mismatches and improving turn around time, to reduce risk in the market place.  Please contact me if you’d like to be added to the distribution, and please advise the relevant members of you firm with regards to the details of this group.  The first meeting will be held on the 16th June 2009 at 12.30pm London time, 7.30am New York time.
4)  ILS ISDA Settlement Matrix Elections

Proposal to update the ILS elections as follows;

Exercise Business Days, Cash Settlement Payment Date Business Days to be amended to Tel Aviv and London, (previously Tel Aviv only).  Exercise Window to be amended to 9am-11am London Time (previously Tel Aviv time)
5) USD ISDAFIX

Soc Gen advised that the same rate is displayed on both ISDAFIX1and ISDAFIX3, yet there are two separate definitions for it.

The main difference between the two pages is that ISDAFIX1 is the composite page with JPY ISDA's showing too, while ISDAFIX3 shows USD ISDAFIX and also carries other treasury benchmark data.

ISDA legal advises that for continuity we continue to publish on both ISDAFIX1 And ISDAFIX3 as ISDAFIX1 is referred to in the 2000 Definitions.
6) Joint Calculation Agent Language

BD advised they were seeing a lot of mismatches on the fallbacks provided under joint calculation agent language, specifically within Property Derivatives Confirmations.  
ISDA looked at the proposal of defining Joint Calculation Agent language when the 2000 ISDA Definitions were revised, but member firms agreed that bilateral agreement of such language was the preferred route.
*Action Point*: firms to advise whether they are seeing this problem also.
Next Meeting 
We would like to encourage members to attend the meetings in person where possible, in order to help get  a good discussion group functioning.  To facilitate this the meeting time will be amended to 4pm going forward.  We hope that you can join us.
Please note the next meeting will be on June 25th at 4pm. 
ISDA will advise the group of the details for the dial in shortly
____________________________________________________________________________________________________________


Should your firm disagree with any of the points raised within this document, please contact the chair – jamie.brigstock@citi.com and the lead ISDA representative adunster@isda.org immediately.
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