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CAUTION: This email has originated from an external entity. PLEASE CONSIDER THE SOURCE before responding,
clicking on links, or opening attachments.
To Whom It May Concern,
 
Please find below comments from NatWest Markets Securities Inc. relating the above mentioned matter
 

·         NatWest Markets (NWM) expect demand for a SOFR FRN to grow over time, but at this stage have not received a
significant amount of indications of interest from our client base.  That would be expected to materialize as the
product comes to market.  Initially, we think there will be some opportunistic buying based on return vs. other front-
end UST products.   

·         When comparing a potential SOFR FRN to existing T-Bill FRN, we see buyers of the latter consistently rolling
positions and believe these clients to be ones with very good understandings of their historical cash needs on a
weekly basis. Given we see them rolling T-Bills, it would make sense that a product indexed to a T-Bill auction price
would be an attractive option for their needs.  However given the differences with SOFR, it is conceivable that we will
not see as large an uptake in a SOFR FRN product versus T-Bill FRN products.  NWM would however expect
market use of a SOFR FRN to evolve over time, particularly as SOFR related products become more commonplace
in the wider market

·         NWM has considered the hypothesis that a SOFR FRN could save on issuance costs in a similar way that it is
believed T-Bill FRNs have done.  NWM does have doubts about research showing that T-Bill floaters have provided
a net savings for Treasury as the study points to a comparison of 2yr yields which NWM believes may be the wrong
comparison as the majority of the buyers of the T-Bill FRN would be T-Bill rollers, not 2yr buyers. So ultimately, these
buyers are receiving a discount to buy a product whose individual parts they would have bought at market levels
anyway.  NWM believes that in the absence of T-bill FRNs, given the source of the demand, issuing additional bill
supply may have been the cheaper option.

·         NWM believes the $500bn of current T-Bill FRNs has most likely shifted buyers out of the T-Bill auctions, thus
making T-Bills and the FRNs more expensive.  If a SOFR FRN were to similarly attract overnight lenders out of the
Triparty market it could end up driving funding costs for all UST products higher. If demand mostly comes at the
expense of bills or T-bill FRNs, Treasury may be swapping less expensive forms of funding, for a more expensive
one.

·         NWM sees benefits to SOFR FRN for Treasury outside of providing the lowest cost funding, namely encouraging the
broader market transition to SOFR.

 
Regards,
 

Alex Campbell
Head of US Trading Delivery
NatWest Markets
600 Washington Boulevard, Stamford, CT, 06901
Office: +1 203 897 1633  (internal 60 1633)
natwestmarkets.com

 
 

****************************************************************************************
Invitation to consider a derivatives transaction: This communication, where prepared by the sales and trading
desk or desk strategists, may be marketing material, desk strategy and/or trader commentary. It is not a product
of the research department. This material may constitute an invitation to consider entering into a derivatives
transaction under U.S. CFTC Regulations sections 1.71 and 23.605, where applicable, but is not a binding offer
to buy/sell any financial instrument. The views of the author may differ from others at NatWest Markets Plc,
The Royal Bank of Scotland N.V. and/or NatWest Markets Securities Inc. (collectively "NatWest Markets"). 

This message (including any attachments) is confidential and/or privileged. It is to be used by the intended
recipients only. If you have received it by mistake please notify the sender by return e-mail and delete this
message from your system. Any unauthorized use or dissemination of this message in whole or in part is strictly
prohibited. Please note that e-mails are inherently not secure and are susceptible to change. NatWest Markets
shall not be liable for the improper or incomplete transmission of the information contained in this
communication or Attachment nor for any delay in its receipt or damage to your system. NatWest Markets does
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not guarantee that the integrity of this communication has been maintained nor that this communication is free
of viruses, interceptions or interference. For the protection of NatWest Markets and its clients and customers,
and in compliance with regulatory requirements, the contents of both incoming and outgoing e-mail
communications, which could include proprietary information and non-public personal information ('NPPI'),
may be reviewed. NatWest Markets and its subsidiaries and affiliates do not guarantee the accuracy of any
email or attachment, that an email will be received or that NatWest Markets or its affiliates and subsidiaries will
respond to an email. NatWest Markets makes no representations that any information contained in this message
(including any attachments) are appropriate for use in all locations or that transactions, securities, products,
instruments or services discussed herein are available or appropriate for sale or use in all jurisdictions, or by all
investors or counterparties. Those who utilize this information do so on their own initiative and are responsible
for compliance with applicable local laws or regulations. 

USA PATRIOT Act Customer Notice: To help the government fight the funding of terrorism and money
laundering activities, federal law requires all U.S. financial institutions to obtain, verify, and record information
that identifies each customer who opens an account. What this means to our customers: When we open an
account on your behalf or we provide services to a business entity, we will ask for its name and address as well
as a tax identification number for U.S. entities or other government issued identification number for non-US
entities. In addition, we may also ask for documents and/or information relating to the business's formation as
well as its principals and/or beneficial owners.
*******************************************************************************************


