
 

 
 

 

 January 8, 2013 

 

          Chairman Gary Gensler 
          Commissioner Jill E. Sommers 
          Commissioner Bart Chilton 
          Commissioner Scott D. O’Malia 
          Commissioner Mark P. Wetjen 
 
 
          Commodity Futures Trading Commission 
          Three Lafayette Center 
          1155 21st Street, NW 
          Washington, DC 20581 

            

  
 

 

Re:  Prohibition on Proprietary Trading and Certain Relationships With Hedge Funds and 

Private Equity Funds (RIN 7100-AD-82; Docket No. OCC-2011-0014; RIN 3065-AD85; S7-

41-11; RIN 3038-AD05) 

 

 
Dear Ladies and Gentlemen: 
 
Regarding your ongoing consideration of the Volcker Rule, Better Markets would like to call 
your attention to the attached article, “Secret Goldman Team Sidesteps Volcker After 
Blankfein Vow,” from Bloomberg News. 1  The article describes strategies, reportedly already 
in place at Goldman Sachs, to evade or game the Volcker Rule prohibitions on proprietary 
trading and hedge fund operation as they are set forth in the currently proposed rule. For 
example, as described in the article, these strategies include taking trading positions 
purportedly for periods longer than 60 days, which would allow a bank to claim their trades 
are technically not a violation of the Volcker Rule because the proposed rule has a 
presumption that prohibited trading takes place within 60 days.  

These activities are reported to already be very substantial, even just a few years after the 
financial crisis.  For example, Goldman’s “proprietary stock holdings were so large that 
markdowns on stakes in Asia helped wipe out revenue from client work there in 2011, 
according to data compiled by Bloomberg.”  Goldman’s CEO, Lloyd Blankfein, appears to 
confirm such significant proprietary trading when he was asked does “Goldman Sachs make 
the bulk of its profit from proprietary [trading] instead of client work?”  Blankfein didn’t say 

                                                        
1 http://www.bloomberg.com/news/2013-01-08/secret-goldman-team-sidesteps-volcker-after-

blankfein-vow.html 
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“no.”  He merely says Goldman “no longer wages its own money without client interaction.”  
Whatever that means, it was not a “no,” meaning that directly or indirectly Goldman appears 
to still be making “the bulk of its profit from proprietary [trading] instead of client work.” 

As we set forth in comment letters submitted to you earlier, two changes to the proposed rule 
would effectively reduce bank incentives to evade the Volcker Rule.2  The first is to break the 
link between trader bonuses and gains from trading, no matter what the time period involved 
in the trade.  The second is to back up the Volcker Rule prohibitions with swift, certain and 
meaningful penalties for traders, supervisors and executives who violate them.  Such 
provisions would not only be relatively easier to implement, monitor and enforce by 
regulators and market participants, but it would also reduce the opportunities for evasion and 
gaming while enacting the rule as required by the law. 

In light of the Bloomberg story, which illustrates just one way banks have already 
maneuvered around parts of the rule as drafted, we urge you to consider strengthening the 
proposed rule to eliminate their incentives for evasion.   

          We hope these comments are helpful. 

 

Sincerely,        
 
 
      

Dennis M. Kelleher 
President & CEO 
 
Marc Jarsulic 
Chief Economist 
 
Better Markets, Inc. 
1825 K Street, NW 
Suite 1080 
Washington, DC 20006 
(202) 618-6464 
 
dkelleher@bettermarkets.com 
mjarsulic@bettermarkets.com 
 
 
www.bettermarkets.com 

                                                        
2 http://www.bettermarkets.com/sites/default/files/SEC-%20CL-%20Volcker%20Rule-%202-13-

12_1.pdf; 
http://www.bettermarkets.com/sites/default/files/CL%20CFTC%20FINAL%20Volcker%20Rule

%204-16-12.pdf 

 

 

mailto:dkelleher@bettermarkets.com
mailto:mjarsulic@bettermarkets.com
http://www.bettermarkets.com/
http://www.bettermarkets.com/sites/default/files/SEC-%20CL-%20Volcker%20Rule-%202-13-12_1.pdf
http://www.bettermarkets.com/sites/default/files/SEC-%20CL-%20Volcker%20Rule-%202-13-12_1.pdf
http://www.bettermarkets.com/sites/default/files/CL%20CFTC%20FINAL%20Volcker%20Rule%204-16-12.pdf
http://www.bettermarkets.com/sites/default/files/CL%20CFTC%20FINAL%20Volcker%20Rule%204-16-12.pdf


Page 3 
 

 
 

 


