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Witness: Ben Bernanke, Federal Reserve Board Chairman 

Hearing: Regulatory Perspectives on the Obama Administration’s Financial Regulatory Reform 

Proposals – Part II 

Date: July 24, 2009 

Link:  http://www.house.gov/apps/list/hearing/financialsvcs_dem/bernanke_-_frb.pdf 

 

Systemic Risk Supervisor 

Bernanke agrees with the proposal to expand the Fed’s authority to include systemic risk 

supervision. 

 This is a natural extension of the Fed’s current supervisory authority over many large, 

complex financial institutions. 

 The Fed plans to institute a surveillance program for large, complex organizations. 

 

Macro-Prudential Regulation 

Bernanke agrees with many of the Administration’s proposals relating to macro-prudential 

regulation. 

 Capital, liquidity, and risk-management requirements for systemically significant 

institutions should be raised. 

 Bernanke suggests implementing system-level stress tests to detect the potential for 

spillover risks. 

 

Financial Services Oversight Council 

Bernanke agrees with the proposal to establish a Financial Services Oversight Council. 

 The Council would be in charge of identifying systemic risk and coordinating with 

relevant agencies. 

 The Council should be entitled to any necessary information about the institutions or 

markets it supervises. 

 

Resolution Process 

Bernanke believes a new resolution process is necessary. 

 Bernanke agrees with the proposal to allow the Treasury to designate a receiver for 

systemically significant nonbank financial institutions that are failing. 

 The receiver could revive or wind-down the company to reduce systemic risk. 

 This process should be subject to heavy checks and balances. 

 

Payment, Clearing, and Settlement Arrangements 

Bernanke agrees with the proposal to expand the Fed’s authority to subject systemically 

significant payment, clearing, and settlement arrangements to the necessary safety and soundness 

standards. 

 

Consumer Protection 

Bernanke notes that some benefits will be lost by shifting consumer protection responsibilities 

from the Fed to the Consumer Financial Protection Agency. 

 Consumer protection can be more effective when conducted with knowledge of 

institutions’ practices that is acquired through safety and soundness regulation. 
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 The Fed has much expertise in consumer credit markets, retail payments, banking 

operations, and economic analysis. 

 

Referenced Documents 

 Supervision and Regulation Letter 08-9, “Consolidated Supervision of Bank Holding 

Companies and the Combined U.S. Operations of Foreign Banking Organizations.” 

 

 


