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March 25, 2015 
 
 
Mr. Patrick Pinschmidt 
Deputy Assistant Secretary 
Executive Director, Financial Stability Oversight Council 
U.S. Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington, DC 20220 
 

Re:  Notice Seeking Comment on Asset Management Products and Activities 
[Docket No. FSOC-2014-0001] 

 
Dear Mr. Pinschmidt: 

The Financial Services Roundtable (“FSR”)1 appreciates the opportunity to 
respond to the Notice Seeking Comment on Asset Management Products and Activities 
(“Notice”) issued in December 2014 by the Financial Stability Oversight Council (the 
“Council”).2   

As described in the Notice, the Council is concerned with assessing whether asset 
management products or activities “could create, amplify, or transmit risk more broadly 
in the financial system in ways that could affect U.S. financial stability.”3  In particular, 
                                                 
  1  As advocates for a strong financial future™, FSR represents the largest integrated financial 

services companies providing banking, insurance, payment, and investment products and services to 
the American consumer.  Member companies participate through the Chief Executive Officer and 
other senior executives nominated by the CEO.  FSR member companies provide fuel for America’s 
economic engine, accounting directly for $92.7 trillion in managed assets, $1.2 trillion in revenue, and 
2.3 million jobs.  

 2   FINANCIAL STABILITY OVERSIGHT COUNCIL, Notice Seeking Comment on Asset Management 
Products and Activities, 79 Fed. Reg. 77488 (Dec. 24, 2014), available at 
http://www.gpo.gov/fdsys/pkg/FR-2014-12-24/pdf/2014-30255.pdf. 

 3  Id. at 77489. 
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the Notice seeks information on the potential for financial stability risks that could be 
associated with liquidity and redemptions, leverage, operational functions, and resolution.  
The Notice follows prior actions of the Council and the Office of Financial Research to 
analyze risks to U.S. financial stability, if any, that may be presented by the asset 
management industry, on which the FSR has commented.4    

I. Executive Summary  

 Under the Dodd-Frank Act, the authority to require supervision of non-
bank financial companies by the Board of Governors of the Federal 
Reserve System that the Council determines may pose risks to the 
financial stability of the United States5 is but one tool available to the 
Council to assess and monitor potential systemic risks to U.S. financial 
stability.  With at least three Council-member-agencies with jurisdiction 
over asset management products or activities, we urge the Council to 
collaborate with other Council-member agencies to analyze the data the 
Council is collecting in this information request, facilitate information 
sharing and coordination among regulators, recommend supervisory 
priorities and principles, and identify gaps in regulation that could pose 
risks to U.S. financial stability6 that are consistent with the results of the 
data analysis. 

 The Council has no reason to take any immediate actions or make any 
immediate and definitive determinations about any potential risks that the 
asset management industry may present to U.S. financial stability because 
the Securities and Exchange Commission (the “Commission”) presently is 
engaged in reforms that would enhance its oversight of the asset 
management industry. 

 The Council should afford the Commission time to develop and 
implement the full suite of oversight reforms contemplated for the asset 
management industry. 

                                                 
 4  See OFFICE OF FINANCIAL RESEARCH, Asset Management and Financial Stability (Sept. 2013), 

available at 
http://financialresearch.gov/reports/files/ofr_asset_management_and_financial_stability.pdf; FSR 
Letter to Elizabeth Murphy, Secretary, Securities and Exchange Commission (Nov. 1, 2013), 
available at http://www.sec.gov/comments/am-1/am1-17.pdf.  

 5  Section 112(a)(2)(H) of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 
2010 (the “Dodd-Frank Act”). 

 6   See Section 112(a)(2)(E),(F), and (G) of the Dodd-Frank Act. 
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 The Council should develop in a transparent manner with the Commission 
the ways in which newly available data will be used to evaluate potential 
risk in the asset management industry. 

 Notwithstanding any globally systemically important financial institution 
(or “G-SIFI”) designations made by the Financial Stability Board (“FSB”) 
and or the International Organisation of Securities Commissions 
(“IOSCO”), the Council and its member-agencies are required to exercise 
independent judgment based on the relevant United States statutory 
authority for any determination that a particular U.S. non-bank financial 
company that has been designated a G-SIFI poses systemic risk to U.S. 
financial stability. 

II. Introduction 

To address the issues the Council raises in the Notice, this letter first generally 
describes the asset management industry and discusses the important role of the asset 
management industry in helping all Americans to attain their unique savings goals.  FSR 
believes the Council’s understanding of the scope and role of the asset management 
industry is critical to avoiding any policy decisions that could be at odds with a 
fundamental need in our society for access to affordable investment products and services 
that meet each American’s unique retirement and other savings goals.  The letter next 
discusses the regulatory framework applicable to asset managers, and the Commission’s 
proposed initiatives to enhance this framework.   

The FSB and IOSCO recently issued a revised consultative document on 
methodologies to identify systemically important non-bank non-insurer financial 
institutions, including asset management firms and investment funds. 7  The IOSCO and 
FSB process focuses heavily on various metrics of funds and asset managers, while the 
Council’s Notice, we think, correctly, focuses on the products and activities in the asset 
management industry.  FSR urges the Council to arrive at independent determinations 
that are consistent with the statutory framework applicable to the Council and 
particularized to potential threats to U.S. financial stability that asset management 
products and services may present.   

For the reasons discussed below, FSR believes the Council has no reason to take 
any immediate actions or make any immediate and definitive determinations about the 
                                                 
 7  See FINANCIAL STABILITY BOARD AND INTERNATIONAL ORGANISATION OF SECURITIES 

COMMISSIONS, Assessment Methodologies for Identifying Non-Bank Non-Insurer Global 
Systemically Important Financial Institutions, Proposed High-Level Framework and Specific 
Methodologies, Consultative Document (2nd) (March 4, 2015), available at 
http://www.financialstabilityboard.org/wp-content/uploads/2nd-Con-Doc-on-NBNI-G-SIFI-
methodologies.pdf. 
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risks the asset management industry may present to U.S. financial stability.  First, the 
Commission has a number of policy processes underway to enhance the regulation of the 
asset management industry.  FSR urges the Council to afford the Commission time to 
complete these processes, including time to develop proposed regulations, seek public 
comment and promulgate new regulations based on the Commission’s evaluation of the 
public record developed for each rulemaking.  This approach would be consistent with 
the Council’s mandate to monitor regulatory proposals and take action where gaps exist 
or existing regulatory frameworks are insufficient.8  Second, we urge the Council to take 
a deliberative, holistic approach.  This approach should include considering in a public 
and transparent manner new data that are available to the Commission and the Council as 
a result of new regulatory reporting requirements for the asset management industry.   

In addition, consistent with the Council’s statutory mandate to consider “the 
integrity, efficiency, competitiveness, and stability of the U.S. financial markets,” FSR 
recommends that the Council coordinate with the Commission to evaluate the various 
impacts the Commission’s contemplated regulatory changes could  have—including 
impacts on risk to financial stability, as well as (and equally importantly) impacts on 
access to and affordability of services and products that are fundamental to the savings 
and financial security of millions of American retail investors.9 

III. The Asset Management Industry Is Critical For Americans’ Savings 
Needs and Goals  

 The asset management industry is diverse, encompassing a range of companies 
and business models that provide investment advice and services to clients on a variety of 
asset classes.  For example, asset managers may offer investment services through pooled 
investment funds (“RICs”) that are registered under the Investment Company Action of 
1940 (the “Company Act”), such as mutual funds, exchange traded funds, and closed-end 
funds.  In addition, asset managers also may offer investment services for sophisticated 
investors with substantial assets through private funds or separate accounts.   
 
 Notwithstanding this variety of investment vehicles and products, the fundamental 
relationship between an asset manager and its clients is the same: an asset manager, as 
fiduciary, manages client assets in accordance with the investment objectives and risk 
tolerance of its clients.  Asset managers do not own client assets and do not bear the risk 
of the investments; instead, they seek returns on capital pursuant to, and manage the risks 
associated with, the particular investment mandates of their clients.  Thus, in contrast to 
many other types of financial institutions, asset managers generally have a small 
proprietary balance sheet.   

                                                 
 8  12 U.S.C. § 5322(a)(2)(D), (G). 

 9  12 U.S.C. § 5322(a)(2)(D). 
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  In the United States, the asset management industry performs a critical role in 
helping Americans save for retirement and other financial goals, such as home ownership 
and paying for the cost of college and other higher education.  These goals are bedrocks 
of American financial security; however, U.S. households are not saving enough to meet 
their financial goals.10  American households need to increase their savings, and the asset 
management industry provides essential products and services that help Americans 
achieve their unique financial goals.   
 
 In particular, asset managers offer a number of pooled investment products11 in 
which Americans invest directly, including through various types of retirement accounts.  
These products offer a wide-range of investment strategies, from index strategies to 
strategies that involve active investment management.  In addition, private funds offer 
investment options for institutional investors, many of which invest on behalf of different 
types of retirement plans. 
 
 Thus, the efficient operation of the asset management industry is of material 
importance to the savings objectives of millions of Americans.  As a result, the cost of 
any new regulatory burdens likely would be passed on to investors and, thereby, would 
inherently reduce net savings.  Consequently, any changes to the already robust and 
evolving asset management regulatory framework should be carefully considered in light 
of potential costs of those changes and the impact those costs could have on the savings 
and financial security of all Americans.   

IV. Evolution of Asset Management Regulation: Investor Protection and a 
Financial Stability Focus 

 As noted above, asset managers are closely regulated.  The primary federal 
securities law statutes that govern asset managers are the Company Act and the 
Investment Advisers Act of 1940 (the “Advisers Act”).  These statutes, and the 
regulations the Commission adopted thereunder, impose various requirements, including 

                                                 
10    See OXFORD ECONOMICS, “Another Penny Saved: The Economic Benefit of Higher US 
Household Saving” at 1 (2014) (noting that the “personal saving rate—saving as a percentage of 
disposable income—fell to low single digits in the run-up to the 2007–08 financial crisis, and is 
currently just 3.8%”), available at http://www.oxfordeconomics.com/anotherpennysaved. 

 11  In addition to RICs, other pooled investment products include bank collective trust funds, short-
term investment funds, and commodity pools.  Bank collective trust funds and short-term investment 
funds are subject to the requirements of banking (see 12 C.F.R. § 9.18) and other regulations (e.g., the 
Internal Revenue Code and the Employee Retirement Income Security Act of 1974), and are regulated 
by the Office of the Comptroller of the Currency.  Commodity Pool Operators and Commodity 
Trading Advisors are subject to regulations promulgated by the Commodity Futures Trading 
Commission (see 17 C.F.R. § 4.20 and 17 C.F.R. § 4.30, respectively). 
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standards for disclosure, daily valuation of fund assets, liquidity to support redemptions, 
affiliated transactions, independence of board members, and investment concentration 
and diversification requirements. The standards differ by product type, but the 
fundamental point is the same—asset managers operate under a regulatory framework 
that the Commission has developed and administered for almost 75 years.  As a result, 
the Commission and its staff have developed a deep institutional knowledge about the 
business of and risks presented by the asset management industry.     
  
 Traditionally, as described by Chair Mary Jo White, the Commission’s regulation 
of the asset management industry has been designed to “protect investors, to maintain 
fair, orderly and efficient markets, and to facilitate capital formation.”12  This traditional 
focus of the Commission’s statutory framework is consistent with the role of the asset 
management industry described above.  The Commission’s regulatory approach, 
however, is not static.  For example, The Dodd-Frank Act added new requirements, 
including registration and reporting requirements for almost all managers of private 
funds.  As a result, the Commission now has access to extensive data on private funds 
and is able to analyze the data and consider financial stability concerns.  In addition, the 
Commission is able to access data regarding separate accounts through regulatory 
examinations.13   We urge the Council to coordinate with the Commission on developing 
a transparent and systematic method for exchanging information with the industry about 

                                                 
 12   Commission Chair Mary Jo White, “Enhancing Risk Monitoring and Regulatory Safeguards 

for the Asset Management Industry” (Dec. 11, 2014) [hereinafter, Chair White Speech], available at 
http://www.sec.gov/News/Speech/Detail/Speech/1370543677722#.VOe9-VJ0wy8.    

 13  The Notice defines separate accounts as “accounts managed by a registered investment adviser, 
in which the client, which could be a pension fund, sovereign wealth fund, or other entity or 
individual, retains direct and sole ownership of the assets under management and which are typically 
held at an independent custodian on behalf of the client.”  79 Fed. Reg. at 77489 at n. 3. 

 The meaning of the term “separate account” varies depending on whether it is an account managed by 
asset managers, insurance companies, or securities professionals advising so-called “wrap-accounts”.  
With respect to asset managers, a separate account means accounts used by institutional investors, 
including public-sector pension funds operating under statutory investment guidelines and sovereign 
wealth funds that are not permitted to comingle their assets with other investors.  The investor has 
direct legal ownership of the assets held in the separate account, which are maintained at a third-party 
custodian selected by the investor.  In the insurance industry, the insurance separate account means 
“a fund held by a life insurance company that is maintained separately from the insurer's general 
assets” which is used for investment-linked variable annuities and other hybrid products that “overlay 
traditional insurance company guarantees.”  See National Association of Insurance Commissioners 
and Center for Insurance Policy & Research, available at 
http://www.naic.org/cipr_topics/topic_separate_accounts.htm.  In the context of wealth management, 
a separately managed account or “wrap account” means an account in which “a customer is charged a 
single fee, generally based on a percentage of the assets in an investor’s account, for both investment 
advice and brokerage services.”  See STEVEN LOFCHIE, Lofchie’s Guide to Broker-Dealer Regulation 
at 152 (2005).  
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the types of information that regulators are learning from these new regulatory reports 
and examinations, and financial stability concerns, if any, that the Council’s member-
agencies believe the data reasonably suggests.       
 
 In addition, Chair White has announced that the Commission is considering a 
range of potential new regulatory measures.  To this end, Chair White noted that one of 
the most fundamental changes for the Commission since the financial crisis has been an 
emphasis on addressing risks that would have a systemic impact on the securities markets 
or the financial system as a whole.14  The initiatives announced by Chair White are being 
developed in light of this new financial stability focus, and include expanded data 
reporting for RICs and investment advisers, enhanced controls on risks related to 
portfolio composition, improved transition planning and stress testing requirements.  
Chair White explained that these initiatives are part of the Commission’s effort to “plan 
for the worst” and address the activities and risks of the asset management industry.15   
 
 Because the regulatory landscape for asset managers is in the middle of a post-
crisis evolution, FSR urges the Council to afford the Commission time to implement its 
changes, and provide an opportunity for the Council and Commission to evaluate and 
consider the efficacy of those changes.  We are concerned that if the Council were to take 
action before the impact of any new regulations is known, American consumers could 
bear unnecessary costs and be subject to counterproductive actions, which would be 
inconsistent with the Council’s statutory mandate.  Thus, any new regulatory costs likely 
could negatively affect American savings because investors ultimately will bear the 
burden of these costs.  In other words, the stakes are high—errors in judgment could have 
real (negative) impacts on financial security for millions of Americans.  FSR urges the 
Council to view its efforts in this broader, public policy context, and not to act in a 
vacuum separate from the Commission’s efforts and potential impacts that any regulatory 
changes could have on the efficiency and competitiveness of the asset management 
industry. 
 

*** 

  

                                                 
 14  Chair White Speech.    

 15  Id.  
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If it would be helpful to discuss our specific or general views on the Notice, 
please contact Richard Foster at Richard.Foster@FSRoundtable.org; or Felicia Smith at 
Felicia.Smith@FSRoundtable.org.  We appreciate your consideration and look forward to 
working with you on this important matter. 
 

Sincerely yours, 

 
Richard Foster 
Senior Vice President and Senior Counsel 
for Regulatory and Legal Affairs 
Financial Services Roundtable 

 
With a copy to:  
 
The Honorable Jacob J. Lew, Secretary of the Treasury and Chairman of the Financial 
Stability Oversight Council 
The Honorable Janet L. Yellen, Chair of the Board of Governors of the Federal Reserve 
System  
The Honorable Martin J. Gruenberg, Chairman of the Federal Deposit Insurance 
Corporation 
The Honorable Mary Jo White, Chair of the United States Securities and Exchange 
Commission 
The Honorable Timothy G. Massad, Chairman of the Commodity Futures Trading 
Commission 
The Honorable Thomas J. Curry, Comptroller of the Currency 
The Honorable S. Roy Woodall, Jr., Independent Member of the Financial Stability 
Oversight Council with Insurance Expertise 
The Honorable Debbie Matz, Chairman of the National Credit Union Administration 
The Honorable Melvin L. Watt, Director of the Federal Housing Finance Agency 
The Honorable Richard Cordray, Director of the Bureau of Consumer Financial 
Protection 
Dr. Richard Berner, Director of the Office of Financial Research of the Department of the 
Treasury (non-voting member) 
Michael T. McRaith, Director of the Federal Insurance Office of the Department of the 
Treasury (non-voting member) 
Adam Hamm, Commissioner, North Dakota Insurance Department (non-voting member) 
John P. Ducrest, Commissioner of the Louisiana Office of Financial Institutions and 
Chairman of the State Bank Supervisors (non-voting member) 
David Massey, Deputy Securities Administrator, North Carolina, Department of the 
Secretary of State, Securities Division (non-voting member) 
 Financial Stability Oversight Council 
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The Honorable Luis Aguilar, Commissioner 
The Honorable Daniel M. Gallagher, Commissioner 
The Honorable Kara Stein, Commissioner 
The Honorable Michael Piwowar, Commissioner 
 
Anne K. Small, General Counsel, Office of the General Counsel 
David W. Grim, Acting Director, Division of Investment Management 
Diane C. Blizzard, Associate Director of the Rulemaking Office, Division of Investment 
Management 
Douglas J. Scheidt, Associate Director and Chief Counsel, Division of Investment 
Management 
Marion Fowler, Senior Counsel, Division of Investment Management 
Mark J. Flannery, PhD, Director and Chief Economist 
Jennifer Marietta-Westberg, PhD, Deputy Director and Deputy Chief Economist 
 U.S. Securities and Exchange Commission 
 
The Honorable Sarah Bloom Raskin, Deputy Secretary of the Treasury 
Christopher J. Meade, General Counsel 
Eric A. Froman, Deputy Assistant General Counsel, 
 Department of the Treasury 
 
Paul M. Nash, Senior Deputy Comptroller and Chief of Staff 
Amy S. Friend, Chief Counsel and First Senior Deputy Comptroller 
Ellen Broadman, Director of Securities and Corporate Practices Division 
 Office of the Comptroller of the Currency 
 

 


