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The Vice Chair opened the meeting and welcomed Martin Prusinowski (FRBNY), who will serve as temporary
FXC Secretary.

1. Update on the Global Foreign Exchange Committee (GFXC) Meeting

Members were provided with a readout of the GFXC’s June 2021 meeting, where the GFXC approved the
proposed enhancements to the FX Global Code and completed the three-year review. In this summary, it was
noted that:

e Eleven of the Code's 55 principles were amended in order to enhance the Code's guidance on the topics
of anonymous trading, algorithmic trading and transaction cost analysis, disclosures, and settlement
risk.

e The GFXC approved the publication of the pre-hedging guidance paper, which is intended to provide
further clarity on the appropriate use of this trading practice.

e The GFXC will publish templates for industry participants to use in improving disclosures and assisting
with transaction cost analysis.! With the publication of the updated Code, the GFXC has encouraged
market participants to consider renewing their Statements of Commitment withina 12-month
timeframe.

Members then reviewed the revised version of the last look guidance paper.! Some members shared views on
the proposed level of guidance in the paper, particularly in the context of existing language on last look in
Principle 17 of the Code.

2. Markets Discussion

The meeting then transitioned to a discussion of market developments since the June FXC meeting. Major
topics included members’ views on inflation, developments related to the COVID-19 delta variant, recent
movements in U.S. interest rates, assessment and outlook on U.S. monetary policy, and broad outlooks for the
U.S. dollar against G10 and emerging market (EM) currencies.

e Oninflation, members shared a variety of views regarding expectations that recent high readings might
be “transitory” in nature, and the ultimate impact that higher inflation could have on monetary policy.
Some members commented that the uncertain duration of supply-side constraints remained a primary

concern.

e Members also highlighted the growing market concern regarding the COVID-19 delta variant,
suggesting that it has likely contributed to the recent decline in U.S. Treasury yields as well as volatility
in equity market sectors sensitive to virus-related restrictions. Positioning-related technical factors were
also cited as contributing to the decline in U.S. Treasury yields.

L The GFXC published the disclosurestemplates and last look guidance paperon August 18™.


https://www.globalfxc.org/docs/fx_global.pdf
https://www.globalfxc.org/docs/commentary_principle_11_role_prehedging.pdf
https://www.globalfxc.org/importance_disclosure.htm
https://www.globalfxc.org/docs/gfxc_report_last_look.pdf
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e Various views were expressed related to the outlook for U.S. monetary policy, as members debated the
potential for asset-purchase tapering by the FOMC given the current macroeconomic backdrop,
particularly related to inflation and the labor and housing markets.

e On the outlook for the U.S. dollar, some members suggested that a more sustained move in the rates
market would likely be necessary to affect the medium-term trend in the dollar. It was further
suggested that the G10 currency pairs would likely be more sensitive to short-dated rate moves,
whereas EM currencies would likely take more direction from longer-dated rates.

3. Topical Discussion: Transition from LIBOR

The Chair of the Alternative Reference Rates Committee (ARRC) joined the meeting and walked members
through an updated industry timeline to transition away from LIBOR. In this presentation, it was noted that the
two primary developments for U.S. dollar LIBOR have been: (i) the recent U.S. regulatory guidance
encouraging banks to cease entering into new contracts that use USD LIBOR as a reference rate as soon as
practicable and in any event by December 31, 2021, and (ii) the announcement that more frequently used USD
LIBOR settings will continue through the end of June 2023 to allow for the roll-off of legacy contracts maturing
by that time. It was also noted that, over the next six months, LIBOR liquidity is expected to decrease as trading
in the Secured Overnight Financing Rate (SOFR) continues to increase. Other updates included the selection of
the Chicago Mercantile Exchange Group (CME) as the administrator of term SOFR rates.

4. FXC Strategic Objectives

As a follow-up from the February FXC discussion on the Committee’s strategic objectives, members proffered
potential topics of interest that the Committee should focus on in upcoming meetings. One of the main themes
discussed was the further exploration of digital currencies, such as stablecoins and the developing market
infrastructures linked to such assets.

The next FXC meeting is scheduled for September 29, 2021.


https://www.newyorkfed.org/arrc/index.html
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Applauds_Milestone_Transition_US_Dollar_LIBOR.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Applauds_Milestone_Transition_US_Dollar_LIBOR.pdf

