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Testimony of Sean McCarthy, President and COO of Financial Security Assurance 

Holding Ltd. 

Hearing on Systemic Risk and Insurance – June 16, 2009 

 

 McCarthy represents monoline insurance companies that provide bond insurance for the 

U.S. municipal and global infrastructure markets and structured financings.  McCarthy notes that 

the bond insurance industry requires consistent standards and therefore argues that federal 

regulation is best suited for this industry.  State regulations have failed to provide consistent 

credit, capital, and financial strength standards.  Because there are no uniform regulations for 

bond insurance companies, ratings agencies have become de facto regulators of the industry.  

However, ratings agencies have different standards and models and tend to produce inconsistent 

outcomes.  The effects have been destabilizing to bond insurance markets.  McCarthy outlines 

some of the federal regulations that he believes should be implemented.  First, strict licensing 

requirements should be established.  They should require high levels of capitalization.  Second, 

guarantors should provide detailed disclosures of risks to all parties involved.  Third, guarantors 

should undergo annual stress tests.   


