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is being submittedin response to the request of the Securitiesand 
(the c'C&~ion'') for comments regardingthe Cammission's 

Tmposed kmdmnts" )  to Rule 15a-6 ("Rule 15a-6" or the 
Exchan&eAct sf 1934 (the"Exchange Act"). Rather than 
on the Proposed Amendments, this letter focuses s01eIy on 

a smice that is of grcst and ever-increasingimportance to 
securitiesmarkas. 

Amendments do ddmscertain ntpectsofthe 
proposing that a f o r e i ~broker-dealu be permittedto custody those 
the ~ubjwtOT transactions between W fmipbroker-deda and a U.S. 

in the Proposed Amendments) where such 
in accordancewith the proposed exemptionto be provided by 

Rule (so-called kmptiorz (A)(l)). The Propotzed 
address the broader issue of "global custody". 

would establish significantobstaclcn to the 
custody relationships andthe benefits and cfficiendiesthat such 

to U.S.investors. In @ctU, the Rule, as ppmosed tobe 
not permit a foreign broker-dederto custody securities owned 
were the subject of triinsmtionseffectedby the quaEifid 

orbanks, so that the qualified investor could maintain, 



I a single global custody mount. By tying custody to exmution, theRule 
investor accesst~the efficienciesof trans-market 

ves that do not necessarily promote the selection 
based onb s t  axecution cdpabilitieg or market expertise. 

Proposed Ammdmex~tswould preclude the prsvisiu~xby a fureip 
servicesin respect ofany ~uri t ieseffected in tmnsac;tions 

%dExempion (A)(2]. 

rse the "qualifiedinvestofttbsh01d where, as 
puon (A)(]), the foreignbroker-dealer directly effects the 
which the custodied security is initidly a q i r e d  or add, we 

estors more generally (such as,ag., "accrdted investors" and 
s", as such term are defined, respectively, inRule 501(a) under the 

(a)(5 11Of lhe Investment Cmpmy Act of 1940) 
to custody their securitieswith, and rweive relatedcustody 
r&r-dealer where theacquisition or disposition of the 
ted in atmrdance with the additional quiremefits of proposed 

ted directly by a U.S. registered broker-dealer or U.S. bank 
h (a)f4)(i) ofthe Rule or ina transaction entirely 

dsse is a non-U.S. bank hadquartered in Zurich, Switzerland that, 
provides "globalcustady" services to investors. Ingeneral, 

referste-thepmvididfi of '"multi+:urrency custody, settlement and 
which extendbeyond the global custodian's and custodial customert8 

currency,and emurnpasses all c l w s  of financial in$trumem."' 

d.~.inkstms may choose bcustody their assets with Cndir Suisse or other non-
stitutimfar a variety of reasons,including (amongothers) tbe following: 

I

A U.S. investor may choose tocustody some or all of its &set$ outside the 
bnitedStates m a means to diversify its "jurisdictional risk". 

w 
I 

U.S. investors choosing to custody assets outsidetheUnited States 
may, althoughresident in the United Strrtm or situated in the United StaW 

an tlepefided ur indefiniteperiad of time, be citizens of other countries 
ha wish ta maintain, develop or reestablish custodial relationships 

outside the U W Stziks. 
1 

Pmy jurisdictionsrequire that l ~ y - i s s u e dswwlties (and/ors d t i e ~  

Penodmted in local currency) be held in centtal depositorieslocated 



within that jurisdictien and dm restrict membership hsuch depositories 
to pwticipants residentin thatjuri~difton.~Having a direct global 
custody arrangementwith a local participant may reduce costs and 
h i m i z c  administrative enm cteatedthrough cascading participant a d  
~ u b - ~ t w t k i ~ % ~ ~ thol&ngs-. 

include traditional safekeepingof securities and 
&ttlemntsenices (oftenthrough a nemork ofwbustcdians), 

ement ofpost-trade corporateactions (such as the collection and 
dividends, cqiM in-$et;, ducti ions in par vdue, s b 

ge offers), short-terninvestment and reinvestmentof custodied funds, 
fn>mwithholding tax, and a wide choice of portfolio valuation sewice. 

be permittedto perform these incidental semices because 
has the requisite access to infomation and the securities m w s q  to 
ices efficiently and cost sffectivdy, Mofwver, for U.S. investors to 

ese efficiency a d  cost reduction baefitts, and to allow U,S. investors 
diversifiedportfolios to mnsolidatetheir amts  and receive accurate, 

,it is critical that glabd cusbdians be 
(including both U.S,and nod-U.S . s d t i e e i ) .  

iltty was recognizedhy the Commission in 2003when it 
ts to Rule 206c4)-2uader the U.S. Investment Advisers Act of 1940 

tians to act as 'gualifiedmtodim for clients of U,S. 
advisas in respect of dlof such clients' assets? 

wtm of thc activities described above, h ~ ~ e ~ e r , ~ ~ h i c hare incidental to the 
global c srady1 function, arguably inv~lve"effecting tnmsactions h securities"and, asa 
consequ nce, e provider of those semjces may fall within the definitions of"bmW 
andlor "iedefrunder the Exchange Act and, absent an .applic&le exemption, be requhd 
to regis r wi Commission under Section IS(a) of the Exchange Act.t h ~  

urities PVLLd,SECNo-Action Letrer (avail. h e .  2[3,19%) 
taff grantedno-action rclief to Morgan Stanley with respect to 

law restrictionstipplicable to t r m c ~ o n sex&oted 
expressly achswledges that a U.S. cusltbmer qf Morgan 

transationsinIndian securitieswill be requiredto haveits QWI cu5todh locat4 
dim m y  airher be r&hed diwtIy by the mstomrar by a Msrgrrri Stdey 

IA-2044(July 18,2032)and Release fro. IA-2176 CSept 25,2003) I& "'CUSW 
after considering industry comments on the proposed rule change, which 

in principles af comityand a recognition of the inmasing 

restrictions on the scope of wstodiaI services that may bc provided 
institutionsU.8. tegismed investment rrdvism or their clients {includingU.S.bawd 

edged in tbe CustQdyRelease that the investment dvisur's ~Iients 
acting on their clienks' behalf) may choose to en- the 

eir M I A W ~ .  was basedWebelieve this acknowI~gtr~ent 
part of c~tomary relationship6 and hat  nm-U.S. 
provide such services to US,invastots. 



order to clarify that U.S.banks were not fowIasd fromproviding W t i o n d  
securities-relatedactivitiessuch as c l m c a  a d  

processing corporate actions and cerhh  other activities 
to torei~1afterw "incide~talcustody sewiws"], specificexceptions 
adopted as part of the Grm-Leach-Bliley Act of 1999 md the 

ReghionR ta e , s m  that U.S.banks&# perfom 
ces as part of their custodial activitieswould not fall within the 
uirtd to become qistered as)'%rnkm''or "dealers"under the 
,the ability of non-U.S. finacid institutions t~ v i d e  thme 

ices to US,investors has become subject to uncertainty 
of a compmbIe,explicit safeh a i h r  exemption for such entities 

means are used. 

matter, an effective fiamewark to foster global investmentactivity 
cannot be established without dso adbsdng global custody. 

to Rule 15& is the most 

11. uest for Clarificationof the Exemption for Incidental Custodv Services in 

states in the release discussing the h p o s e d  Amendments that 
would "reduce and stredine the obligations of the U.S. regisbred 
and, in certain situations, permit a foreign broker-dealer to provide full-
by ~~g sec:~tiamsactimsanbehalf ofqualifld investors md 

d investor funds and securities mlating to any resulting 
msP~OWBVW inphcul~lr,in c ~ t l x k ~ t i ~ n- with 

ed under proposed Exemption (AT(2)- a foreign broker-dder would 
custody a qualified investor's securitiesand other assets mdit is 

qudified investor would insteadcustody its wcutitics and other 
tered broker-dealer. 

T ab$ity of a fonign broker-dealer to provide mrsin custody smlccs in 
~ r n ~ t e c f ~  ExempYMW(I),and me habilty to lmuide suchivW~ 
sewices nco ection with proposed Exemption (A)@], are both premised on the notion 

this&d, it is important m emphasizethat ow comments andrequest for clarificationan 
directed s ely to fhe provision of incidental custody services aspart of the global custody function. Wedo 
not befier thore ' any q d o n  hata for&@ brokerdealer isp e r m i d  (subjato authity toengage in 
thoas r b v  tics inLrdance  with local law mgistmtion, licodng andlorqvalifrcafon requlemenu) m 
provide w dled*ure custody1'.services (LC, custody servicesthat do not include theprhrmance of 
activities atcouldbc construed to include "effecting bansactiom in sec:utiti&) to U.J. investors. Use of 
tk terms 'global bustady" and "global custodian"in this latter are intended to wfer to the provision of 
custodyIices +t include incidental custody swim. 

4 



of custody ervices is an integral pmt of the ability toperformfull 
Although full service broker-Mersdo p r a l l y  ofkr a broad range 
to their customas,i t  is importdnt to remember that custody is a 

sewice, and thdecision to engaBe an entity as a global 
afar different basis than the 5c:le~tiunofa bwkex-dealerto 

gcustody capability to the brokerage function, the 
also hdvmtmtly denying U.S. investors the ability to obtain the benefits 

es of maintaininga gIsbal custody account with the provider (or 
. Inded because a foreign brokerdederwould bepermitted, 
h a t s , to custody only t he  securities that are the subjectof 

ith a qualified investor, a qualified investor that wanted a 
fbs dl its securitimwodd be forced to use a single fore@ 

effect dl of its securities transactions. A l ~ v e l y ~if a q&vd 

the ability tochooseto engage multiplebmkixddea to effect its 


transactions (based on local market expertise or other best execution 

invator would 8imiJarlybe forced to open multiple custody 


and richly &tailed account 
oftheirchoice, robustmd 

asset classes, efficientprocasing of corporate 
ifioantly, the avoidance of material fmign 

associated with "'U.S.dollar-onlf' reparting 6f foreign currency 
. In addition,because a k ' s  custody operation is typically separate 

ofdedicated custody professionals who ate responsible for 
and that dents' guidelhs md 

a timely and efficientmanner. Nevertheless, a firm 
vestor's custodial needs may not the best fmto engage in mspect 

CUE= rriarket. In order EQ pmvide qudlifid inyesta~s 
chmse the best service providers to execute particulw securities 

the best wmice providm to perfom the mstudy f u d d ~ n ,we 
n should bl ink custody fwm brokerage in the Proposed 

we believe that under ciccumtmcssaffording 
a bmadef eaegory ofU.5. hves ts~~ ,should be permitted to 

to act as such investor's global custodian than those; 
investar", Inparticular, we believe the qualified 

is appropriate where the foreign broker-dealer actingas custodian also 
Exemption [A)(l), ae;transaction in the cust&W 

it would be appropris~and in tho public interest 
(such as, e.g., accredited investors and 

I 



to custody their securities witb, and receive incidental custody 
btokerdder where the acquisition or disposition of the 

custodiq security is effected in accordancewith the additional m m e n t s  of pposed 
Exemptiqn (A)i(2), or is directly effected by a U.S. registered broker-dealer or U.S. bank 

with paragraph (a)(44)(i)of the Rule or in a transactionentirely 

our view, clarificationofthe ability of a foreign broker-dealer to pedorm 
for qualifying U.S. investors could bat  be accomplished by 

provision ta a separate subsation of the Rule (perhaps 
1Sa-6(a)(6)"). Our proposed language for this provision is 

er as "Amex A". 

y, we urge that the Commission work with the Department of the Treasury 
modifications aremade to the Government Securities Act of 

aswell aswith the various U.S. states and territories and the North 
AdministratorsAssociation to ensure that comparable exotnptians 

r-dealers are adopted under state law. 



sion recognized in the Propasing Release, it is time to update and 
of Rule 15%-6to "reflect increasing intemationalizatiun in the securities 
cements in tezhnoIogyand communication sewiws;" We believe 
ability of foreign brokerdders to perfomincidentaI custady services 
inyMow, inwoxdmce withhediscl~smand other rqukanentsof 

to achieving that stated goal and promoting the public interest 
ased ADlembents. 

questions wwould like any additional i n f o d o n  in connection 
letter, please do not hesitateto contact me (at 212325-27721, or 

Dana G.Fleischman ofCieary W e b  Stkn B H d l t o n  LIP (at 

Sincerely, 

Gsaland Compliance Department 
Credit S u i w  $&ties (USA) U C  

,m&n Christopher C m  §ecuritics andExchange Cornmiasion 
mr4ssioacr Kathleen L.Cmy, SrcwitiesrmlExchange Cornmiaim 
bqssioner Elisse B.Walter, Scuuities and Exchange Commission 
~mmlssionerLuisA, Aguilar, Semities and Exchange Codsgm 

Securities an8Exchange Commission 
SM,DirectartDivision ofTrading mdMark&+ Securities zuidExchmge 

Division of Trading and Markets, Securiliw 

nwBrigagliaas, Associate Director for Trading M c e s  and Processing and 
Chief Counikl. Division of Trading md Markets, Securities and 

Exchange Commission 



Annex A 

Promsed Custody Provision 

attempts to induce 
custodial climt with 

performs incidental 

with the requirements get _forthin pagraph (a)(3)(i)(A) of this 
mferen~atherein to 'bansactions ions& paragraph (a)(3) ofthis 
to refer instead to "incidental cwtody serviceseffected for 
in m&ce with this pafagraph (a)()", 

with the requirementsset foah inpsngtqh (a)(3)(i)(B3of thh 
thmin to "affectingtransactions with the quaMed 

deemed to refer Mead to ''pforming incidental custody services for 
h accordance w i h  this paragraph (a)(6)''; 

in its ma,and ~U make avdable upon request by the Commission,fhe 
specified in 8 2#.17a-3(a)(12), provided that the information 

(a)( 12)[i](D) of 3 240.17a-3 sMl include actions impawd by 
b i g n  exchanges,or foreignassociations,including 

in section 3(a)(39)of the Act; 

cu~tOdiaIclient: ( I )  that the foreign b m k ~or 
authorityand notby the &&ion; and (2) 

requirements,U.S.bdmptcy  protections and protections under the 
k t  will not apply to my funds or securitieg held by the 

of the qualified custodial client; 

held I.custodian on behalf of P qualified 
paragraph (1)(6) will not be subject to my right, 

lien rrr claim of any kind in favdx of the foreign brakes ordealer 
or administration, and (2) the beneficial ownership of such 

without the payment ofmoney or value ~tberthan 
for $&e cmtady or administration. 



The foreign sssociated person' of the foreign broker or doalcr performing 
services for the qumed custodial client conducts all such activities 

States, except that the foreign associated person may conduct 
d custodialclients within the United States, provided that suchvisits 
the opening or maink~mceof a custody account by the qudif~ed 
ith the foreign broker or dealer, or to incidental custody services to be 

of the qualified custodial cheat (or the qualified custodial 
ative), except to the extent that such visits or securities 
s are effectedin accordance with another exemption underthis 

(1) Th?term incidental cut* servicesshall man those sewices &described in 
of the SecuritiesExchange Act of 1934, providedthat the term 
shall n ~ tincluck any services that could not be performed by 

tkifri qmaJ$ed w t ~ d i a lclient shall mean, (i) aqualified investor, Mere 
dispositionof the custodkd security is effected by the foreign broker or 

trmsacti n entirely outside the scope ofRule 1Sa-6). 

msociatedprsm shall man any naturaI pna.domiciledoutside the Unitsd 
peaon, as defined im sation 3Cax18)af the Act, ~f the foreign brokw 

md who particip~tain the helicitation of a qualified investor under p a r ~ a p h(a)(3) ol 
or Whu solicits or performs incidental cwtudy scwitesfor qudfied custdid

~ytofneph d e r  paragraph (a)(6) uf thi8 s&tionPP 

t cma ive~~ ,include these definiti~lsmdcr Rule 15&(b).

X i 


