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derivatives, are not regulated product markets. The transactions are generally not subject to regulation by SEC, CFTC, or any other U. S. financial
regulator. Thus, CDS and other OTC derivatives are not subject to the dis-closure and other requirements that are in place for most securities and
exchange traded futures products. Although recent initiatives by regulators and industry have the potential to address some of the risk from CDS,
these eHorts are largely voluntary and do not include all CDS contracts. In addition, the lack of consistent and standardized margin and collateral
practices continue to make managing counterparty credit risk and concentration risk diHicult, and may allow systemically important exposures to
accumulate without adequate collateral to mitigate associated risk. This area is a critical one and must be addressed going forward. Gaps in the
regulatory oversight structure of and regulations governing financial products such as CDS allow these derivatives to grow unconstrained, and little
analysis was done on their poten-tial for systemic risk. Regulators of major CDS dealers may have had some insight into the CDS market based on
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