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Geithner testifies that significant reforms to the financial regulatory system are necessary.

These reforms should have 5 main objectives. First, they should promote robust supervision and
regulation of financial firms. He proposes the creation of a Financial Services Oversight Council
to identify systemic risks and improve interagency cooperation, new authority for the Federal
Reserve to supervise all firms that could threaten financial stability, stronger capital standards for
all financial firms, a new National Bank Supervisor to oversee all federally chartered banks,
elimination of the federal thrift charter and other loopholes, and the registration of advisers of
hedge funds and other private pools of capital with the SEC. Second, reforms must establish
comprehensive supervision of financial markets. Geithner proposes increasing the transparency
of securitization markets, heavier regulations of credit agencies, requiring issuers and originators
to continue to have a financial interest in such loans, regulation of “over-the-counter”
derivatives, and allowing the Federal Reserve the ability to supervise payment, clearing and
settlement systems. Third, regulations should protect consumers and investors from financial
abuse. Specifically, he proposes creating a new Consumer Financial Protection Agency,
increasing the transparency and fairness of consumer and investor products and services, and
raising the standards for providers of consumer financial products and services. Fourth,
regulations should provide the government with the tools it needs to manage crises. Geithner
proposes the creation of a new regime to resolve the failure of nonbank financial institutions that

pose systemic risk and increasing the accountability of the Federal Reserve’s emergency lending

authority. Fifth, reforms should raise international regulatory standards and improve
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international cooperation. Geithner proposes that this could be accomplished through
international reforms such as creating stronger capital frameworks and improving oversight of

global financial markets.
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