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A Global Approach to Financial Reform Is Necessary

Cooperation among policymakers (such as the G-20, the Financial Stability Forum, and
the de Larosiere Group) on an international basis will play an important role in
effectively addressing systemic risk.

Financial Markets Stability Regulator

SIFMA supports the proposal to establish a single, accountable financial markets stability
regulator.

Its mission should consist of mitigating systemic risk, maintaining financial stability, and
addressing any financial crisis

It should have authority over all financial institutions and markets, regardless of charter,
functional regulator or unregulated status.

It should coordinate with the relevant functional regulators, as well as the President’s
Working Group, as applicable, in order to avoid duplicative or conflicting regulation and
supervision.

It should have the authority to gather information from all financial institutions and
markets, make uniform regulations related to systemic risk that are binding on all, and act
as a lender of last resort.

Powers and Duties of the Financial Markets Stability Regulator

Its authority should extend to all financial institutions, markets, products and services
(including hedge funds and private equity funds)

The new regulator should have more direct oversight power over systemically important
institutions or groups.

SIFMA does not believe that the financial markets stability regulator should become a
functional regulator of institutions that are currently without federal functional
regulation—its focus should be on systemic issues.

In defining the powers of a financial markets stability regulator, it is important to be as
neutral as possible between systemically important and other financial institutions.
Congress might consider giving the financial markets stability regulator the authority to
gather information from all U.S. financial institutions and markets.

The regulatory powers of the regulator should not be focused exclusively on systemically
important groups, as this would shift the risk to other institutions or off-shore rather than
taking it out of the system or controlling it.

There should be uniform systemic risk rules.

Congress should consider imposing an obligation on all functional regulators to share
supervisory information with the financial stability regulator.

Some of the information gathered, however, should be left confidential and not publicly
disclosed.

Congress should consider a robust reporting regime for the financial markets stability
regulator including, at a minimum, annual reports to Congress.
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- Congress should consider giving the regulator a mandate to develop a technology
platform to gather the data necessary to carry out its mission.

- The financial markets stability regulator must have the authority to effectively enforce its
rules and orders.

- Congress should consider given it enforcement authority similar to what the Federal
Reserve has over bank holding companies.

- Congress should consider whether the financial markets stability regulator should have
the authority to override any such functional regulator on systemic risk issues.

- The regulator should have the ability to take prompt corrective action.

- The regulator should have the authority to appoint itself or another federal regulatory
agency (including the FDIC) as the conservator or receiver of any systemically important
financial institution or group.

- The financial markets stability regulator should have the ability to decide whether to
provide emergency financial assistance to prevent a systemic crisis; however, there
should be limits on the exercise of that power.

- Congress has the option to appoint or create a new independent federal agency, a panel of
regulators such as the President’s Working Group, or make the Federal Reserve the
financial markets stability regulator. Each of these options has its advantages and
disadvantages.
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