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On May 18th and 19th, the BDA held a Municipal Market Seminar and a Retail Fixed
Income Roundtable in St. Louis, MO. These two annual events supply BDA member firms
with direct access to senior regulatory staff, insight into new regulatory developments, as
well as the opportunity to engage in candid firm-to-firm discussions about the highest
priority regulatory, enforcement, and business issues facing middle-market dealers. The
following is a recap of both events.

Municipal Market Seminar:
On May 18, the BDA held it's annual Municipal Market Seminar on Regulation,

Compliance and Enforcement at the Four Seasons Hotel in St. Louis, MO. We had over 100
attendees from both member and non-member firms. The seminar began with the delivery
of remarks from senior staff at the MSRB, SEC and FINRA, which focused on current
regulatory priorities, new developments in policy and the latest enforcement initiatives.

Panelists included:

¢ Cynthia Friedlander, Director, Fixed Income Regulation, Regulatory Operations at
FINRA

e Mary Simpkins, Senior Special Counsel, Office of Municipal Securities, SEC

e Sharon Zackula, Associate General Counsel, MSRB

Following opening remarks, panelists were joined by Gregg Bienstock, CEO & Co-
Founder of Lumesis, Inc. Gregg and the regulators engaged in an interactive discussion of
regulatory and market structure issues including:

e Best Execution
o How to determine and manage extreme market conditions
o The importance to regulators that you "show your work" by documenting your
process for best execution
o Ensuring in your policies and procedures that you have a reasonable process to
follow and that you supervise accordingly
e Bank Loan Disclosure
o The conversation focused on MSRB's concept proposal, which is an effort to
engage the industry prior to any formal rule making
o The potential for the SEC to consider requring bank loan disclosure as a



material event under SEC Rule 15¢2-12
Municipal Advisor Rule:
o The regulators may engage in an effort to provide guidance to outline more
clearly for the industry who is responsible for certain types of disclosures
e Minimum Denominations:
o MSRB's current request for comment on proposed amendments
o Concern with minimum denominations often stem from the division of
positions during estate proceedings, leaving the dealer with less than desirable
decisions to make in selling less than whole positions
MCDC:
o The desire of industry participants to receive guidance from the SEC about
what they have learned from the initiative
Retail Confirmation Disclosure:
o Regulators (MSRB and FINRA) discussed continuing efforts to harmonize the
rules as much as possible

After the seminar, attendees joined the St. Louis Municipal Bond Club for a reception co-
hosted by the BDA. This networking event provided an additional venue for BDA
members to engage with regulators and to dialogue with counterparts at other firms.

Retail Fixed Income Roundtable Event Recap:

On the evening of May 18, 2016, Retail Roundtable invitees attended a networking dinner
sponsored by TMC Bonds and Assured Guaranty, which was held at Bissinger's Chocolate
Factory. Dinner provided an opportunity to continue to discuss issues from the Muni
Market Seminar as well as to set the stage for the next day's Retail Roundtable. On the
morning of May 19, 2016, Roundtable attendees met at Wells Fargo Advisors for breakfast
before the start of the roundtable. With 50 attendees in the room, conversation was robust
and informative. Below is a recap of the event.

Municipal Credit Issues:
o Patrick Early, Chief Municipal Analyst, Wells Fargo Advisors

Patrick discussed concerns in the municipal market including the latest on Puerto Rico,
including whether or not Congress would act and what any legislation may look like. He
also discussed municipal bondholder concerns remain and other focus items of the market
generally.

DOL's Fiduciary Duty Rule:
¢ Ken Pardue and Bob McCarthy of Wells Fargo Advisors

Ken and Bob lead the fiduciary duty implementation and education efforts at Wells Fargo
Advisors. They stated that the rule represents the biggest change in the retirement business
they have ever seen. They reviewed the requirements of the general rule and the legal risks
inherent in the utilizing the the Best Interest Contract Exemption and Principal Trading
Exemption. They discussed multiple practical examples of how common transactions will
be impacted by the rule.

Roundtable attendees then engaged in a candid and interactive discussion of the roundtable



agenda including:

Best Execution and how firms are developing their policies and procedures to ensure
proper compliance with the rule

Retail Confirmation markup disclosure proposals at the MSRB and FINRA,
including discussion about the calculation of the prevailing market reference price
Minimum denominations and how firms surveil for and manage below minimum
denoms held by customers

Municipal Shorts positions and actions firms are taking to close out outstanding
shorts

FINRA Rule 4210 on margining of TBA transactions, including next steps by the
BDA on behalf of our member firms

Pre-trade price transparency and what that may mean for future rule makings
Direct Market Access and dealer responsibilities when transacting on an ATS

You can find the full agenda for the Retail Fixed Income Roundtable here.

At the conclusion of the roundtable, dealer representatives were able to hear from product
and solutions providers, as well as from the ATSs about new developments and products.
Wells Fargo Advisors provided a courtesy lunch and firms departed for the day.

If you would like more information about either of the events covered above, including
how to become more closely involved with the BDA, do not hesitate to reach out to us.

We would also like to thank our sponsors for their support.

Municipal Market Seminar Sponsors

Quarles & Brudy ...



http://r20.rs6.net/tn.jsp?f=0016ZI0v7wC0wP8yXsPn8KIko6IxVrf6J6IFbej_zqW-xba39js_w1PPAwdFtof1KP8mgMD2oX03mG6elJl9Ym1Petz2cuN6nYKRe4O6ZVFCNPDuTdIhkmc-JLyyY0RbGZJYrmUWRMWhXrDHKR-xXqDjkSuuuiZ4THVnvcei32-2spqXjPGIzSBKxZCk3xG2E_iPja9kgGIcpi72VHTGj6hgFoFJgcQ_CKWz355boJbofCNHXGULquqfw==&c=&ch=
http://r20.rs6.net/tn.jsp?f=0016ZI0v7wC0wP8yXsPn8KIko6IxVrf6J6IFbej_zqW-xba39js_w1PPBD4n5PWuEGhKGsEzOiCZsdIIOxmfvvh4yxJgg_UryMGqO3l9E4W9dxvRlmr8DDPNevsr2aI_x9GfrdHgb4-nW9iDFt1txMYFWwJfBJy0Ff__rn_JIJBhOk=&c=&ch=

DIVER”

By Lumesis

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeee

:)TMc Bonds\

A\SSURED
GUARANTY

" ' national
!= public finance
'™ | guarantee



http://r20.rs6.net/tn.jsp?f=0016ZI0v7wC0wP8yXsPn8KIko6IxVrf6J6IFbej_zqW-xba39js_w1PPNLdcLf0u6xdBS3an_3g5C4IXJGZpw3NmT1JDUDj7DJCaL6YfgCeqg_ItQGe5P8HuVCzVUaBEysEChorVPl3-ZLGQvilkI1YJ7QUh9qzcs9k53iWPGvMKHY=&c=&ch=
http://r20.rs6.net/tn.jsp?f=0016ZI0v7wC0wP8yXsPn8KIko6IxVrf6J6IFbej_zqW-xba39js_w1PPIU78uLn-iexCuAJkaZYMvvGQBVsE9Hk6O4agaZRQ_cvXjjVlUoHbG9jowxDYD4j0l6dHEuKagmP4h_X8PXoYw6g2QqS55kKT16QtL4BkovTUvlnre-iCZwQ3Da3w_RbSQ==&c=&ch=
http://r20.rs6.net/tn.jsp?f=0016ZI0v7wC0wP8yXsPn8KIko6IxVrf6J6IFbej_zqW-xba39js_w1PPMqvE2XKuf4Oj7fWd2jDrttmLM_kq9BkwKsU8COrEXKvquwUPelipKStmm8SulTTRKjESJUkKc4zdUV9F-f7WtA13auYGNpdRUvhf9z48qKDlCFHgTJAXkzQO87Spg8EiA==&c=&ch=
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KCG BondPoint

We hope this information is helpful. Feel free to reach out to the BDA with any questions
or comments.

Jessica Giroux at jeiroux@bdamerica.org
John Vahey at jvahey(@bdamerica.org
Justin Underwood at junderwood@bdamerica.org
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