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A recent speech by Rostin Behnam, chair of the Commodity Futures 
Trading Commission (CFTC), focused on the importance of effective 
risk management given recent events in the marketplace as well as
the push to finalize proposed regulations.1 The chair highlighted the
following areas of focus:

• Making sure that markets are open, transparent, and financially
sound, and that there is no misconduct or disruption of market
integrity.

• Enhancing market integrity through CFTC enforcement.

• Investing in human capital and technology.

What led up to this point?

• Continued cyberthreats, data privacy, and technology disruptions.

• Digitization of the financial market calling for additional protections
needed in the retail market space.

• Rapidly developing innovations, such as decentralized finance
(DeFi) initiatives, are vulnerable to market, liquidity, and cyber risks.

• Insufficient and inadequate risk data to effectively monitor risk.

• Data and reporting improvements in an effort to get to
data standardization and harmonization (i.e., swaps
transaction reporting).

How has the CFTC responded to market events?

• Regulating financial technology in a balanced way to guarantee that
it promotes innovation while taking risks into account. In essence, 
better oversight and regulation must be implemented.

• Taking measured steps to address duplicative regulations and to
promote rule harmonization.

• Finalizing voting on proposed rules by the end of 2023; 30 to 35
proposals are anticipated to be voted on in addition to all the rules
and orders proposed last year.

• Codifying several types of forms on relief previously given by the
Division staff of the CFTC through letters of no action.

• The continuation of control through both increased enforcement 
and larger fines. For instance, more than 20% of the 82 lawsuits 
filed in 2022 were enforcement proceedings involving 69 digital 
assets that are commodities in interstate commerce, swaps, and
other derivatives.



Enhanced data collection for repurchase transactions

Derivatives clearing organizations (DCOs) must now comply with
new regulations that involve enhancements to DCO governance,
including creating risk advisory working groups and risk management 
committees to raise risk management concerns to the DCO’s board
of directors. Refer to the proposed rule entitled “Governance Rules
for Derivatives Clearing Organizations, Designated Contract Markets, 
and Swap Execution Facilities; New Standards Regarding the
Reduction of Conflicts of Interest,” published at 76 FR 722 on

January 6, 2011.

The CFTC will soon publish an advance notice of proposed
rulemaking and request for comments focusing on risk management 
programs for swap dealers, major swap participants, and futures 
commission merchants. The proposed rulemaking will focus on
harmonizing the CFTC’s risk management regime with that of other
prudential regulators, including through defined terms within the risk
management rules.

“The industry’s increasing reliance on third-party service providers 
is creating a major source of risk,” stated Chair Behnam. The Market 
Participants Division will issue guidance concerning the use of third-
party service providers, including required oversight obligations to
ensure risk management practices preserve the integrity, availability, 
and confidentiality of critical systems and information. The guidance 
will complement and is intended to harmonize CFTC expectations 
with the National Futures Association’s (NFA) Interpretive Notice
on Member’s Use of Third-Party Service Providers2, a
cybersecurity rulemaking concerning the use of third-party service
providers to satisfy compliance obligations.

What does this mean for the industry?
Risk management
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Enhanced data collection for repurchase transactions

The following efforts are also underway to help ensure protections 
to market participants.

• Updates to:

– Certain regulatory exemptive provisions for commodity pool
operator and commodity trading advisor registrants. This will
provide enhanced transparency and ensure that retail market 
participants receive appropriate protections; and

– Certain regulatory exemptive provisions for commodity pool
operator and commodity trading advisor registrants. “Proposed
amendments will raise the asset tests for status as a qualified 
eligible person (QEP) to reflect inflation since the early 1990s and
define who is a retail pool participant or advisory client.”3

• The Commission will also consider “an amendment to establish 
minimum disclosure requirements for 4.7 exempt pool and trading 
program investments to ensure investors receive basic information 
on fees, conflicts of interest, description of investments, and other
disclosures, regardless of their sophistication.”

• “Commission staff will also propose codification of exemptive 
letter relief for account statement reporting deadlines for certain 
commodity pool operators.”4

• Increased regulation of the crypto market for non-security 
tokens to help protect customers from failures that can
affect global financial markets. Behnam stated, “This includes 
requiring cryptocurrency-based derivatives contracts, and/or 
are affiliated with cryptocurrency spot markets to implement
policies and procedures to restrict employee trading in affiliated 
cryptocurrency spot markets or on affiliated Designated Contract 
Markets (DCMs).”5

Customer protection
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Enhanced data collection for repurchase transactions

In the chair’s view, encouraging innovation and adoption of new
technologies adds efficiency to risk and regulatory and obligations. 
The CFTC’s aim—its expectation for the marketplace—is sufficient 
improvement of data reporting and policy. The CFTC utilizes tools 
such as machine learning, natural language processing, and artificial 
intelligence to help stay ahead of the curve and avoid revisiting 
obsolete policy ideas. CFTC member firms are encouraged to do the
same and dedicate resources to innovation for added efficiencies.

In summary, the areas of focus highlighted in Behnam’s speech 
reflect his goals for the agency, including updating financial market 
regulation, advancing transparency, and encouraging innovation 
through appropriate risk governance.

Innovation

Endnotes
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1. Rostin Behnam, Keynote address at the ABA Business Law Section Derivatives & Futures Law Committee Winter meeting,
Commodity Futures Trading Commission (CFTC), February 3, 2023.
2. NFA, Interpretive Notice (IN) 9079 – NFA Compliance Rules 2-9 and 2-36: Members’ Use of Third-Party Service Providers,
effective September 30, 2021.
3. See 17 CFR 4.7
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Regulation 4.7(b)(2) on Behalf of Morgan Stanley AIP GP LP ( July 27, 2021).
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February 3, 2023.

https://www.cftc.gov/PressRoom/SpeechesTestimony/opabehnam31
https://www.nfa.futures.org/rulebooksql/rules.aspx?Section=9&RuleID=9079
https://www.cftc.gov/LawRegulation/CFTCStaffLetters/letters.htm?title=21-16&field_csl_letter_types_target_id%5B%5D=591&field_csl_letter_year_value
https://www.cftc.gov/PressRoom/SpeechesTestimony/opabehnam31
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