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Structure of Systemic Risk Regulator
Levitt believes that the systemic risk regulator should have the authority to direct regulators to
implement actions.
o Levitt does not believe that the Federal Reserve should be the systemic risk regulator
because it has too many conflicts of interest.

Resolution Authority
Levitt believes that “too-big-to-fail” (TBTF) is a dangerous policy and should be discouraged.
o He believes that the problem is not that institutions are too big, but that there is no way to
allow them to fail without causing more market problems.
e Levitt believes a resolution authority should be established to close out failed institutions
without leading to a bailout.
e Some possibilities for resolution include terminating contracts, selling assets, cancelling
debt, and referring management for civil penalties for excessive risk-taking.

Transparency
Levitt believes increased transparency in regulatory action and in financial markets.

e He emphasizes the importance of fair value accounting for major institutions.
¢ Banning off-balance-sheet vehicles and other policies would also increase transparency.
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