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Dear Mr. Katz and Ms. Webh:

The SIA, Credit Division' appreciates the opportunity to comment on the proposed
margin rules for Security Futures.

Spccifically we recommend:

e The infrastructure for both [utures accounts and security margin accounts should be
enhanced to supporl sccurity futures. We are not overly concerned that credit
treatment will have dillcrences depending on the account.

e A 75% initial and maintenance requirement is preferablc to us. Security futures are
going to be calculated daily to ensure they are "at the money”. ‘They will not expire
worthless. Customers will need to have the finuncial wherewithal to take delivery of
securities or deliver the securities at expiration of the contract. This is similar (o a
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when issued position going "regular way". Customers must also be able to mect cash
settlement requirements. We could accept a 20% initial and maintenance requircment
since broker-dealers may incrcase credit thresholds to any level over minimum
requirements they leel 1s appropriate for their customer population.

e Continuing with the currcnt duc dates for initial and maintenance obligations mm a
securily margin account makes more business sense than having separate due date
requirements.

We do not believe that a portfolio margining system is appropriate for all customers and
products. The vast majority of retail customers are not margined on the cusp. Asking a
retail customer to understand a volatility matrix for separate stocks would be problematic
In our opinion.

I really becomes challenging when different products such as stocks, bonds, and options
must be cvaluated. Most customers would not be able to calculate buying power, excess,
funds due, credit available, etc. On line clients would have a particularly difficult time.
Frequently customers have issues with straightforward requirements.

On the other hand, we would support sophisticated clients with complex strategics and
substantial equity levels utilizing a portfolio margining system. This type of system could
be particularly beneficial to institutional customers with dircet access to a widce array of
professional support.

We recommend a flexible approach. Portfolio margining should be uscd where tt makcs
sense for the customer’s level of sophistication, resources and strategics. A conventional
strategy based system should be used where 1s makes sensc for the customer and his or
her investment objectives.

Sincerely,

George Ruth
Chairmaun, Rulcs & Regulations Committee
SIA, Credit Division

Susan DeMando, NASDR

Scott Holz, Federal Reserve

Rich Lewandowski, CBOE

Albert Lucks, New York Stock Exchange
Jim1 McNeil, Amencan Stock Exchange

[d Piscina, President, SIA, Credit Division
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