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Summary

The Roundtable broadly supports the Administration’s proposals for financial regulation reform,
including the proposal to designate the Fed as the systemic risk regulator. However, the
Roundtable has several suggestions to improve the policy proposals.

Why the Fed Should Be in Charge of Systemic Risk Regulation
The Roundtable believes that the Fed is an appropriate institution for taking on the role of
“Market Stability Oversight Authority.”
e Expanding the Fed’s authority to include supervisory authority over systemic risk is a
natural extension of its role as a central bank.

The Roundtable has several nuances to their support of this proposal:
e Fed should not publically identify a group of institutions as being “systemically
important.”
e The Fed should establish an Advisory Council on Market Stability made up of
representatives of national and international financial services firms.
o The purpose would be to review activities that pose a systemic risk and work to
maintain market competitiveness.

The Functions of the New Authority

Collect and analyze data from other regulators and firms to determine systemic risks.
Create a surveillance system to warn of potential crises.

Examine individual firms that pose systemic risk.

Issue public reports when necessary.

Collaborate with international authorities.

Prevent or mitigate systemic risk.

The Roundtable identifies the following caveats to their proposed functions for the new
authority:
e The new regulator must collaborate with other primary regulators before taking action,
unless there is an immediate systemic risk.

Financial Services Oversight Council
The Roundtable supports the proposal to create a new Financial Services Oversight Council, but
has additional recommendations:
e Create a National Insurance Supervisor who has a seat on the new Council to increase the
government’s knowledge of systemic supervision of the insurance sector.
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e Include representatives of state banking, insurance, and securities regulators on the new
Council.

¢ The Council should ensure that the principles Congress establishes to guide financial
regulation are abided by.

e Regulatory agencies should provide regulatory action plans to the Council for review.

Market Stability Oversight Authority
The Roundtable supports designating the Fed as the new Market Stability Oversight Authority,
with the following caveats:
e The Fed should focus on systemic risk posed by various activities across markets, not on
individual firms.
e There is no need for a separate definition for Tier 1 Financial Holding Companies; it is
also unwise to publically designate companies as “too big to fail.”

The Roundtable’s Proposals for Regulatory Reform
The Roundtable makes six recommendations for improving financial regulation:

e Rename the President’s Working Group as the Financial Markets Coordinating Council
and include in its membership representatives from major federal financial agencies, state
banking, insurance, and securities regulation.

The Fed should be the new Market Stability Oversight Authority.

Some federal agencies should be merged into a National Financial Institutions Regulator.

The SEC and CFTC should be consolidated into a National Capital Markets Agency.

The FDIC should be renamed as the National Insurance and Resolution Authority that

would provide more extensive guarantees of insurance policies.

¢ Housing government-sponsored enterprises should be reviewed to determine whether the
Federal Housing Finance Agency should be reformed.
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