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Summary
Geithner outlines the Administration’s proposals for financial regulatory reform and their
rationale.

Consumer Protection
Geithner outlines the reasons why a Consumer Financial Protection Agency (CFPA) should be
created:
e The CFPA would bring non-banks under federal supervision and apply uniform
regulations to both banks and non-banks.
A consolidated regulator will eliminate regulatory arbitrage.
e The regulators currently responsible for consumer protection have other priorities.
The CFPA would be effective in its efforts because it would have wide authority for rule-
writing, supervision, and enforcement.

Financial Stability
Geithner believes that firms should be subject to higher capital requirements that should be
raised during good economic times.
e Systemically significant institutions would be subject to even higher capital requirements.
e The Fed would become the systemic risk regulator, while relinquishing its consumer
protection responsibilities.
e The Financial Services Oversight Council would have supervisory authority over the
larger financial system.

Market Oversight
Geithner proposes increased oversight and regulation of derivatives and securities.
e Securitization sponsors would be required to hold five percent of the credit risk of their
securities.
e Credit ratings agencies would be prohibited from providing consulting to the companies
they rate.

Crisis Resolution
Geithner details the proposal for a new resolution regime.
e The resolution authority would be for exceptional circumstances.
e Costs to the government would be paid for by fees on large financial firms, which would
also reduce moral hazard.
e Companies will have to maintain a plan for their resolution.
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Geithner notes the importance of establishing consistent supervision and regulation of financial
markets worldwide.
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