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Summary
Meyer argues that the Federal Reserve is the best institution for consolidating systemic risk
supervision and that this role does not conflict with the Fed’s monetary policy authority.

Conflict between Systemic Risk Regulation and Independent Monetary Policy
Meyer does not believe that there is a conflict between the Fed’s monetary policy authority and
its proposed systemic risk regulatory authority.

e The Fed already supervises systemically significant institutions.

e While on the Board, Meyer never observed a conflict between the Fed’s responsibilities
to pursue larger economic goals and to ensure the well-being of the banking system.

e The Fed should always be an active bank supervisor because:
- Central banks play a role in overseeing systemic risk that emanates from the
banking system.
- Central banks need to know the systemic risks posed by banks to be effective
suppliers of liquidity.
- Central banks often work with the Treasury to intervene in ailing institutions.*

Separating Monetary Policy Authority from Systemic Risk Regulation Authority
Me;z/er does not believe that these authorities need to be separated any more than they already
are.

e Separating these two authorities would be a significant restructuring of regulation and

could have uncertain impacts.

e The Fed needs first-hand knowledge of institutions’ credit worthiness before supplying
liquidity.

Additional Public Policy Considerations
Meyer believes that the Fed should have consolidated supervisory authority of systemic risk and
control over monetary policy.

e The Fed is an experienced consolidated supervisor.

e The roles of supervising systemic risk and making monetary policy are complementary.

! The Treasury regularly needs the Fed’s cooperation. For example, under the Term Asset-Backed Securities Loan
Facility, the Fed supplies liquidity to securitization markets while the Treasury is in charge of first loss protection.
2 Currently, the roles are separated into different divisions and shared among the Reserve Banks. A committee of
Board members supervises systemic risk oversight while the FOMC makes monetary policy.
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