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Summary: The creation of a market stability regulator is a necessary first step in a broader
reform of our financial system’s regulatory structure.

Market Stability and Our Financial Regulatory Structure

The financial system should be better aligned with modern market conditions and
developing global standards.

The Roundtable proposes to expand membership of the President’s Working Group on
Financial Markets (PWG) and rename it the Financial Markets Coordinating Council
(FMCCQC)

The FMCC should be established by law and should include representatives from all
major federal financial agencies, as well as individuals who can represent state banking,
insurance, and securities regulation.

The FMCC should not have independent regulatory or supervisory authority, but it
should have some ability to review the goals and objectives of the regulations and
policies of federal and state financial agencies in order to maintain consistency

The Federal Reserve should be authorized to act as a market stability regulator (systemic
risk regulator).

The Roundtable proposes that several existing federal agencies be consolidated into the
National Financial Institutions Regulator (NFIR), which would serve as a consolidated
prudential and consumer protection agency for the banking, securities, and insurance
industries.

The Roundtable also proposes the creation of a National Capital Markets Agency
(NCMA) through the merging of the SEC and the CFTC.

The NCMA would regulate and supervise capital markets and exchanges.

The Roundtable proposes the National Insurance and Resolution Authority to oversee
insurance mechanisms for depository institutions, federally chartered insurance
companies, and federally licensed broker/dealers.

The Housing Finance Agency should remain in place.

The Need for a “Market Stability and Systemic Risk” Regulator

At present, neither the Treasury nor the Federal Reserve Board has the explicit mandate
or regulatory powers to promote market stability and prevent systemic risk across
different company charters and products.

Thus, a single federal authority with the mandate and expertise to oversee the nation’s
financial system, and to promote market stability while preventing systemic risk is
necessary.

“Systemic Risk” and the Role and Structure of a Market Stability Regulator

Systemic risk is not an isolated risk posed by a single institution or solitary practice, it is
a risk that crosses market segments as well as whole markets, domestic and globally.
Systemic risk can arise from the collective action of many firms, both small and large;
therefore, systemic risk regulation should not focus solely on large firms.

The Federal Reserve should be authorized to act as a market stability regulator.
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- The Federal Reserve should have the ability to monitor broad market trends and collect
information of all types of financial services firms (including hedge funds, private equity
firms, insurance companies, credit unions, etc.).

- A market stability regulator should have the authority to establish an activities-based
surveillance system to detect vulnerabilities, develop scenario planning, conduct
contingency planning with other financial regulators, and, in exceptional cases, examine
individual firms in conjunction with the prudential regulator for a firm.

- The market stability regulator must be in a position to work with other regulators to
enforce the proper corrective action to identify, prevent and address systemic risk.

- As the market stability regulator interacts with prudential regulators, a national insurance
regulator should be created.

- A national insurance regulatory should be an independent bureau within a federal agency
headed by a Presidential appointee, and possess the authority to charter companies and
establish uniform national standards for market conduct and consumer protection
activities.
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