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Resolution Authority
Miron does not believe that Congress should grant the FDIC powers for resolving non-bank
financial institutions.*

e He does not agree with the current proposal to allow the FDIC to make loans to the failed
institution, purchase its debt obligations and assets, or assume the institution’s
obligations.

e Miron believes that, like under bankruptcy, the failing firm should bear the cost of its
failure, but under the current proposal taxpayer’s may be faced with such a cost.

e He believes that the FDIC’s current authority for bankruptcy procedures should be
slightly modified to apply to bank holding companies.

e Miron believes that failures are necessary to make adjustments to the financial system.

Causes of the Financial Crisis
Miron believed that misguided federal policies caused the financial crisis.
e One misguided policy was the federal government’s attempt to increase homeownership
through policies such as the Federal Housing Administration (FHA), the Federal Home
Loan Banks, Fannie Mae, Freddie Mac, the Community Reinvestment Act, and others.
e Another misguided policy was the Federal Reserve’s practice of lowering interest rates in
response to financial disruptions to expand liquidity.

Bailout Policy
Miron believes that failures are essential to capitalism and that the bailouts were not good
policies.
e The only reason a bailout is justified is if the failure of an institution would harm the
economy more than the unavoidable harm from the fall in housing prices.
e Bailouts perversely distribute wealth away from taxpayers and into the hands of well-off
economic actors.
e Bailouts decrease economic efficiency by introducing moral hazard.
The bailouts may have worsened the financial crisis.

Lessons for the Future
Miron describes two main lessons from the financial crisis.
e First, he asserts that redistribution to low-income households should be direct and
budgeted, which requires the elimination of policies such as Fannie Mae, Freddie Mac,
and the FHA.

! This is proposed in Title X1 of the proposed Resolution Authority for Large, Interconnected Financial Companies
Act of 20009.
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e Second, moral hazards of bailouts are substantial and eliminating them requires getting
rid of programs like the Pension Benefit Guarantee Corporation and others.
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