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NOMINATIONS OF JELENA McWILLIAMS,
MARVIN GOODFRIEND, AND THOMAS E.
WORKMAN

TUESDAY, JANUARY 23, 2018

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 10:05 a.m. in room SD-538, Dirksen Sen-
ate Office Building, Hon. Mike Crapo, Chairman of the Committee,
presiding.

OPENING STATEMENT OF CHAIRMAN MIKE CRAPO

Chairman CRAPO. This hearing will come to order.

This morning we will consider the nominations of Ms. Jelena
McWilliams to be the Chairperson of the Federal Deposit Insurance
Corporation; Dr. Marvin Goodfriend to be a Member of the Board
of Governors of the Federal Reserve System; and Mr. Thomas
Workman to be a Member of the Financial Stability Oversight
Council.

Welcome to all of you and congratulations to you on your nomi-
nations.

I see friends and family sitting behind you, and I welcome them
here as well today.

We are fortunate to have three highly qualified individuals to
consider for these positions, which are critical to ensuring a safe,
sound, and vibrant financial system and a healthy, growing econ-
omy.

I am particularly excited that one of these nominees, Ms.
McWilliams, is a former staffer of mine, and is no stranger to the
Members of this Committee who have been on this Committee over
the past several years. Ms. McWilliams did outstanding work while
she was at the Committee, and I am fully confident she will bring
the same diligence, work ethic, and intellect to the FDIC that she
showed here.

In addition to working at the Committee, Ms. McWilliams also
worked as an attorney at the Federal Reserve during the financial
crisis, and she currently is the Chief Legal Officer, Corporate Sec-
retary, and Executive Vice President of Fifth Third Bank.

These varied experiences have provided her with the particular
background and expertise needed to run the FDIC. As head of the
FDIC, Ms. McWilliams would be in charge of administering the De-
posit Insurance Fund. Additionally, in its role as a prudential regu-
lator, the FDIC plays a critical role in ensuring the safety and

o))



2

soundness of the financial system while also promoting economic
growth.

Dr. Goodfriend also has an impressive background, having
worked at the Federal Reserve Bank of Richmond for close to 30
years. He has written extensively about monetary and regulatory
policy, and he testified before this Committee in 2016.

The Fed is currently in the midst of normalizing monetary policy
by winding down its balance sheet and raising interest rates after
years at the zero lower bound.

With respect to regulatory policy, the Federal Reserve is review-
ing many of the rules put in place following the crisis. If confirmed,
I look forward to working with Dr. Goodfriend on further regu-
latory and monetary policy improvements.

Finally, we will consider Mr. Workman to serve as the inde-
pendent insurance expert on the Financial Stability Oversight
Council. The Council is charged with identifying risks and respond-
ing to emerging threats to financial stability, which has significant
implications for both banks and nonbank financial companies.

Mr. Workman will be well equipped and is well equipped to fill
the insurance expert role, bringing over four decades of practical
insurance industry experience, including serving as the head of a
major New York State insurance trade group, representing over 70
life insurance companies.

During my meeting with Mr. Workman, I was encouraged by his
commitment to independence and his desire to facilitate better col-
laboration between regulators and with regulated entities.

At this time, I ask unanimous consent to enter into the record
17 letters endorsing the witnesses. Without objection, so ordered.

Chairman CrapPo. Congratulations again on your nominations
and thank you and your families for your willingness to serve.

Senator Brown.

STATEMENT OF SENATOR SHERROD BROWN

Senator BROWN. Thank you, Mr. Chairman, for convening this
hearing. Thanks to the three nominees. I had interesting discus-
sions with each of you. Thank you. Thanks for your willingness to
serve the public. Thank you to your families for being willing to
support you during this.

Ten years ago, in January 2008, Bank of America announced it
would buy Countrywide, which at the height of the bubble was fi-
nancing one out of every five mortgages in America.

At that time Wall Street thought it was a rare business oppor-
tunity. But it only took Countrywide a few months to go from a
darling of bank analysts to an anchor around the Nation’s largest
bank and a threat to our economy. Though consumer advocates
knew that Countrywide was peddling predatory loans, Wall Street
and regulators all failed to see how a large regional mortgage lend-
er could pose a threat to a $1.7 trillion bank and to the wider fi-
nancial system.

That is why we passed Wall Street Reform—to hold watchdogs
and large banks to a higher standard, especially when things ap-
pear to be rosy.

Now, 10 years later, the crisis has faded from memory. Bank
profits are back to record levels. Big tax cuts, especially for large
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financial institutions, are on the way. But at the same time, though
the same consumer advocates that warned us about Countrywide
are cautioning us not to roll back the rules, too many policymakers
have forgotten the lessons of the last crash. I talk often in this
Committee about the collective amnesia we have about what hap-
pened a decade ago.

But Ohioans have not forgotten. While banks got bailed out and
executives made off with golden parachutes, families at kitchen ta-
bles in Cleveland, in Mr. Workman’s Columbus, in Ms. McWilliams’
Cincinnati, families at kitchen table across Ohio, were left with im-
possible choices: Should we pay our mortgage or our medical bills?
Should we buy our prescription drugs or make our car payment?

Ms. McWilliams, if confirmed, you will be in a key position to en-
sure that this never happens again. You will follow in the footsteps
of two dedicated public servants—Marty Gruenberg, a Democrat;
Sheila Bair, a Republican—who led the FDIC through the most
challenging period since the Great Depression. You know that. I
hope you take their counsel. I hope you listen to their counsel and
take it seriously.

You will be charged with stewardship of our Nation’s community
banking system. We know that when Wall Street creates a crisis,
small banks are dragged down with a sinking economy. During the
last crisis, we lost community banks across Ohio—in Lakeview, in
Cleveland, in Milford, and Parma and West Chester. This Com-
mittee has heard a number of times my recalling the year 2007 in
the ZIP Code where I live, 44105, in Cleveland, Ohio, the first half
of that year there were more foreclosures than any other ZIP Code
in America. At the same time financial crises are a large part of
why there are so many fewer community banks serving small busi-
nesses and families today then there were 30 years ago.

Dr. Goodfriend, I appreciated our amiable conversation in my of-
fice, but I am troubled by your long-held views on our Nation’s
monetary and regulatory policies. You have questioned the Fed’s
mandate to fight unemployment. You have suggested a regressive
tax on the cash in workers’ wallets. You have endorsed legislation
that would gut the CFPB and undermine the institution for which
you work.

I am worried that, if confirmed, you would not defend the inde-
pendence of our central bank. You seem to be more concerned with
flhr%ats of inflation than you are with people losing jobs and liveli-

oods.

Mr. Workman, thank you for your service and your long career
in Ohio and your service to our country. Many people back home
expressed their appreciation for your qualifications. You made
quite an impact when you were in Ohio. I am interested in learning
about how you would shift to this new watchdog role, how you will
protect our economy when FSOC is dismantling our post-crisis re-
forms. Look at the Treasury reports coming out of Secretary
Mnuchin’s office, all about deregulation. From deregulating AIG,
whose toxic credit default swaps amplified the crisis, to dropping
its effort to regulate MetLife, I am concerned that FSOC is aban-
doning its mission in only 12 months of the Trump administration.
Hardly clearing the swamp, the White House looks more like a re-
treat for Goldman Sachs executives.
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Much like the run-up to the 2008 crisis, Wall Street profits and
household debts are at record highs, and corporations and the
wealthy are enjoying windfall tax cuts. Meanwhile, working fami-
lies have not seen a real raise in 15 years. As policymakers, I ex-
pect each of you to resist the collective, all too present amnesia
that has settled in across Washington, DC. I expect you to use your
positions to make the economy work better for American families.

Thank you.

Chairman CRAPO. Thank you, Senator Brown.

At this point we will administer the oath. Would each of you
please rise and raise your right hands? Do you swear or affirm that
the testimony you are about to give is the truth, the whole truth,
and nothing but the truth, so help you God?

Ms. McWiLL1AMS. I do.

Mr. GOODFRIEND. I do.

Mr. WORKMAN. I do.

Chairman CrAPO. And do you agree to appear and testify before
any duly constituted Committee of the Senate?

Ms. McWiLLiaMmS. I do.

Mr. GOODFRIEND. I do.

Mr. WorkMAN. I do.

Chairman CrRAPO. Thank you. You may be seated.

Your written statements will be made a part of the record in its
entirety, and as I always do, I encourage you to remember to follow
the clock. We have allocated each of you 5 minutes. We would like
you to stick to that for your oral presentation so we have plenty
of time for questions from the Senators.

And, with that, Ms. McWilliams, you may proceed.

STATEMENT OF JELENA McWILLIAMS, OF OHIO, TO BE CHAIR-
PERSON AND A MEMBER, BOARD OF DIRECTORS, FEDERAL
DEPOSIT INSURANCE CORPORATION

Ms. McWiLLiAMS. Thank you, Senator. Chairman Crapo, Rank-
ing Member Brown, Members of the Committee, as a former staff
member, it is my privilege to appear before you today. I am truly
honored and humbled to be the President’s nominee to lead the
Federal Deposit Insurance Corporation. I am grateful to the Presi-
dent for this nomination and grateful to Senators Crapo, Shelby,
and Olympia Snowe for the opportunity to serve our country. I am
forever indebted to these public servants for their trust and con-
fidence.

I am also grateful to my family; they are sitting behind me
today: my father, Obrad Obrenic, a World War II veteran who
taught me that nothing can substitute personal integrity and hard
work; my mother, Branka, who taught me that I can do anything
I aspire to do; my daughter, Maya, whose humility reminds me
every day to be a better person; and my brother, Nenad, a bee-
ke(tleper and a great father. Without them, I would not be here
today.

My father was born in 1925 in impoverished Montenegro. He was
born in a kingdom, fought fascism and Nazism in his youth, sur-
vived communism and socialism in adulthood, and is now finally
living out his golden years in a democracy. It was his difficult
journey that was pivotal in my decision to leave the former
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Yugoslavia for a system built upon the rule of law. In 1991, on my
18th birthday, with $500, I left the former Yugoslavia and arrived
in the United States. Appearing before you 26 Y2 years later is
nothing short of an American Dream.

The FDIC is an independent agency created by the act of Con-
gress to maintain financial stability and public trust by insuring
deposits; examining, regulating, and resolving financial institu-
tions; and managing receiverships.

I believe that my background and professional experience have
prepared me well for this challenge ahead. I currently serve as the
Chief Legal Officer, Executive Vice President, and Corporate Sec-
retary of Fifth Third Bancorp in Cincinnati, Ohio. I serve on the
bank’s executive committee and advise the senior management and
the board of directors on legal, compliance, and regulatory matters.
In addition, I oversee a staff of over 70 attorneys and support staff.

Prior to joining Fifth Third, I had the honor and the privilege to
serve on this Committee under then-Chairman Shelby and Chair-
man Crapo in various capacities, most recently as Chief Counsel
and Deputy Staff Director. My experiences on this Committee and
as a staff attorney at the Federal Reserve Board of Governors have
prepared me uniquely for the challenge ahead, to lead the FDIC in
its mission, to protect the financial stability of the United States,
while making sure that consumer products are available to a broad
swath of consumers, focusing on consumer protection, and making
sure that the Deposit Insurance Fund is equally protected.

Also, having served as a corporate officer of a regulated entity,
I have a 360-degree view of our regulatory system and the entities
that regulate it. If confirmed, I am confident that I can execute the
FDIC’s mission effectively.

One of the side effects of the civil war that broke apart the
former Yugoslavia was a total collapse of its financial system. My
parents’ meager savings were wiped out overnight when a local
bank closed its doors. Yugoslavia did not have deposit insurance,
and as a result, my then-68-year-old father went to work as a day
laborer. I can assure you that the FDIC’s mission resonates pro-
foundly with me on a personal level, and if confirmed, I will not
take this mission or my duties lightly.

Thank you.

Chairman CRAPO. Thank you.

Dr. Goodfriend.

STATEMENT OF MARVIN GOODFRIEND, Pu.D., OF PENNSYL-
VANIA, TO BE A MEMBER, BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

Mr. GOODFRIEND. Chairman Crapo, Ranking Member Brown,
and Members of the Committee, thank you for the opportunity to
appear before you today. I am honored to have been nominated by
President Trump to serve as a Member of the Board of Governors
of the Federal Reserve System. None of this would have been pos-
sible without the support of my best friend and wife, Marsha, who
is sitting behind me, and without the support of my sister Miriam,
who is watching at home. I would also like to recognize my parents
for developing in me at an early age a keen interest in public pol-

icy.
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As the Nation’s central bank, the Federal Reserve has many re-
sponsibilities that are at the foundation of our economic prosperity
and well-being. Guided by the goals of maximum sustainable em-
ployment, price stability, and financial stability, and with lessons
from its past, the Federal Reserve must be alert to future chal-
lenges.

I have spent my 40-year career as an economist focused on cen-
tral banking in general and the Federal Reserve in particular. The
Federal Reserve Bank of Richmond had been my primary place of
employment for more than 25 years when, in 2005, I joined the fac-
ulty of Carnegie Mellon University in Pittsburgh. I have written
about and contributed to the policy debate from both “inside” and
“outside” the Fed. If confirmed, I look forward to putting my knowl-
edge and judgment—developed as both an academic and practi-
tioner—to work as a Governor and to contributing my voice and ex-
perience to addressing current policy issues. I intend to draw on
my academic and professional experience to promote policies that
would further increase transparency and accountability at the Fed.

My years at the Federal Reserve Bank of Richmond gave me a
deep appreciation of the role of a regional Reserve banks in the
Federal Reserve System. The regional system encourages diverse
perspectives and innovative thinking. As a Member of the Board of
Governors, I would look forward to hearing and considering this di-
versity of views in making policy.

I have also gained policy experience at other Government and
central banking institutions. These experiences ranged from being
a staff economist for the Council of Economic Advisers in the
Reagan administration, to serving in central bank advisory roles,
and participating in external reviews of several central banks
abroad.

My publications use monetary theory, central bank practice, and
Federal Reserve history to investigate policy issues. I have enjoyed
my past 12 years teaching courses in monetary policy, money and
banking, and international trade and finance at Carnegie Mellon’s
Tepper School of Business.

I would like to thank the Committee for the opportunity to ap-
pear before you today and for considering my nomination. If con-
firmed, I look forward to working with you in the years ahead. I
would be pleased to answer any questions you have.

Thank you.

Chairman CRAPO. Thank you.

Mr. Workman.

STATEMENT OF THOMAS E. WORKMAN, OF NEW YORK, TO BE
A MEMBER, FINANCIAL STABILITY OVERSIGHT COUNCIL

Mr. WORKMAN. Chairman Crapo, Ranking Member Brown, and
Members of the Committee, it is my honor to appear before you
today. I am grateful to be President Trump’s nominee for Inde-
pendent Member with Insurance Expertise of the Financial Sta-
bility Oversight Council, and I thank you and your staffs for help-
ing me prepare for this hearing.

First, I would like to introduce my wife, Pam, who is here behind
me, and our son, Chris, who is also here today. Pam, my forever
friend and life partner of 52 years, is a professional artist who
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paints still lives and portraits of strangers. She is a lifetime mother
and educator as well. Our son, Chris, is a partner at MSD Capital
and a U.S. Army veteran who served as a tank platoon leader in
the First Armored Division. His wife, Catherine, is a developmental
pediatrician and neonatologist. They have two children and live in
New York City. Our daughter, Sarah, is the mother of four. She is
a lawyer and the founder and leader of Post-Partum Society of
Florida helping mothers suffering with post-partum depression.
Her husband, Mark, is a facial plastic surgeon, and they live in
Sarasota.

I would also like to recognize Roy Woodall, the current Inde-
pendent Member of FSOC, right behind me here—he is also a
former Kentucky insurance commissioner—and our good friend,
Lee Covington, a former Ohio insurance director.

I grew up in north-central Ohio, 2 miles from the Leesville Rural
School that I attended. My father had a small Chevrolet dealer-
ship, and my mother worked as a mother, secretary, and book-
keeper. My sister, Elaine, and I both graduated from The Ohio
State University. And after law school there, I served nearly 4
years as a captain in the U.S. Army Judge Advocate General’s
Corps. Then I returned to Columbus to practice law at Bricker &
Eckler, the firm founded by John W. Bricker from Ohio. He was a
three-term Governor and two-term United States Senator. With my
office next to his for many years

Senator BROWN. If I could interrupt, the Vice Presidential nomi-
nee in 1944, causing the only time Ohio did not vote for the winner
in the 1944 Presidential election.

[Laughter.]

Senator BROWN. Sorry to interrupt. I would never interrupt a
witness in the middle, but I had to.

Mr. WORKMAN. Thank you, Senator. That is very helpful. I
thought about adding that, but, you know, there is a limitation on
time.

Chairman CraPo. We will give you a few extra seconds.

[Laughter.]

Mr. WorkMAN. OK, good. Thank you so much.

With my office next to his for many years, I am certain that he
would be delighted that I am before you today.

The first question I was asked at the firm was: Would you do
some insurance work? I spent the next 26 years doing insurance
regulatory, legislative, and business-related work including many
areas—formation of companies, licensing, admission, sale, acquisi-
tion, rehabilitation, liquidation, reserving, State taxation, agent li-
censing, governance, underwriting, claims, admitted and non-ad-
mitted assets, and more. I also represented the Association of Ohio
Life Insurance Companies and developed the firm’s insurance law
practice.

I served on the Board of the Ohio Farmers Insurance Company
for 24 years. Formed in 1848, it is a leading Midwestern, multi-line
property/casualty insurance company. I chaired the Governance &
Nominating Committee, served on the Compensation Committee,
and twice served on the committee to select a CEO.

In 1999, I was recruited to become President and CEO of the Life
Insurance Council of New York. For the next 17 years, I was
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involved in nearly all regulatory and legislative issues related to
life insurers in New York State and, to a large degree, nationally.

With 43 years of working with insurers, regulators, and legisla-
tors in New York, Ohio, and other States, I have, in effect, pre-
pared to be the FSOC Independent Member with Insurance Exper-
tise all my life. I know insurance and how vital it is to families and
businesses and to our economy. I have great respect for insurers
and the regulators and legislators who wrestle with insurance
issues. They all share the same objectives: to assure promises are
kept and customers are treated fairly.

The purposes of FSOC are to identify risks to the stability of the
U.S. economy, to promote market discipline, and to respond to
emerging threats. The Independent Member exists to make sure
someone with substantial insurance knowledge takes part in FSOC
deliberations affecting insurers and insureds. I am grateful for the
support of Roy Woodall, and I aspire to perform this duty as mas-
terfully as he has.

I am also grateful to report that yesterday the officers of the Na-
tional Association of Insurance Commissioners authorized me to
tell you that they believe I am a well-qualified candidate for this
position, and they look forward to working with me.

I would greatly appreciate this opportunity. If confirmed, I would
be dedicated to the highest level of honorable public service. Thank
you, Mr. Chairman, Ranking Member Brown, and Members of the
Committee. I look forward to answering any questions you may
have.

Chairman CraPO. Thank you, Mr. Workman.

I will start the questioning, and first I would like to go to you,
Ms. McWilliams. Improving economic growth has been one of the
key priorities for Congress over the past year, and one way to im-
prove economic growth is by addressing areas where financial regu-
lations can be improved. Financial regulations should promote a
vibrant, growing economy while still assuring a safe and sound
financial system. If confirmed, what will be some of your key prior-
ities?

Ms. McWiLLiaMS. Thank you, Senator, for that question. If con-
firmed, I would like to focus on the regulatory burden on commu-
nity banks. There has been a tremendous trend in consolidation of
the community banking sector over the past three decades, and es-
pecially since the financial crisis. I would like to also focus on de
novo charters for community banks. The only way to aid in the for-
mation of the community banking sector and its expansion is to
create more banks. From 2000 to 2008, the FDIC has chartered a
number of FDIC-insured de novo banks, and since 2009, there have
been only eight. That is a problem because we lost hundreds and
thousands over the last 30 years.

Additionally, I would like to focus on the cybersecurity issues and
how they impact the banking sector in general, and especially com-
munity banks. And I would also like to take a look at how some
of the international regulatory framework, like Basel regulations,
affect community banking sector.

Chairman CRAPO. Thank you very much.
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Dr. Goodfriend, what are some of the ways to improve the trans-
parency, accountability, and communications at the Federal Re-
serve?

Mr. GOODFRIEND. Thank you for the question. There are three
ways in which I think transparency could be improved. One of
them would be—and we can talk about this in more detail—around
the stress tests. The second one would be around a reference rule
which we might consider. And the third would be around what I
call the boundaries and clarification of resolution policy.

Chairman CrAPO. Well, thank you. And if we have time, we will
get into that. But we are limited to 5 minutes up here ourselves,
so I want to move on to Mr. Workman.

In your opening statement, Mr. Workman, you stated, “The Inde-
pendent Member exists to make sure someone with substantial
insurance knowledge takes part in FSOC deliberations affecting in-
surers and insureds.” Can you discuss in more detail how you envi-
sion your role on FSOC and what type of expertise you bring to the
Council?

Mr. WORKMAN. Mr. Chairman, I would begin by just saying that
the first duty in my view is in this role to be independent, to be
truly independent, and also in that role to be working diligently for
the public interest. My only interest would be the public interest.
Having 40 years of experience in insurance, I can put that to work
in the interest of Americans.

As far as steps that I would like to take, I believe that there is
a continuing need for more transparency in the process. I recognize
that much of the activity of FSOC cannot be public. It has to be
kept private. However, I think more knowledge among regulators
and among the insureds and insurers is helpful.

Also, I believe more engagement with the primary regulators—
and in America, we are talking about State insurance regulators—
more collaboration with them and with the entities that are under
consideration, and also I think attention to particularly in the area
of designations, considering a cost-benefit analysis.

And then, last, what occurs is I think an overarching interest in
promoting a level playing field in the marketplace.

Chairman CraPo. Well, thank you, and I will finish with you,
Mr. Workman. I have got about 30 seconds left. But as you know,
FSOC has designated four nonbank financial companies as system-
ically important financial institutions and subsequently voted to re-
scind designations on two of those companies. In November, the
Treasury Department published a report with a series of rec-
ommendations to improve the designation process.

What are your thoughts on the current designation process for
nonbank SIFIs? And I apologize, you are going to need to do that
in about 15 or 20 seconds.

Mr. WORKMAN. Sure. Mr. Chairman, I think the key point I
would make is that the Treasury put forth the concept of consid-
ering an activities-based or an industry-based approach, looking at
products and activities. That is something that the IAIS is also
doing. I think that is an area that does deserve consideration.

Chairman CRAPO. Senator Brown.

Senator BROWN. Thank you, Mr. Chairman.
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Mr. Goodfriend, you have previously dismissed financial regula-
tions saying, “The only way that consumers’ households can be pro-
tected against finance, against purchasing consumer products,
against anything in the market is by being demanding shoppers.
The whole philosophy of regulation,” still your words, “seems to be
that the Government can protect consumers from themselves. I
think that is wrong. If we turn that around, that would do a lot
to move us in another direction from the European Socialist model
that the Government needs to be our protectors.”

So I guess you are saying we should let demanding shoppers de-
cide which banks are sound and which are the next Countrywide.
So does that mean you think that the job Ms. McWilliams, the
agengy she has been nominated to is just a bad idea, should not
exist?

Mr. GOODFRIEND. Let me start again with what I think about
these matters. I think protection of consumers is incredibly impor-
tant, not only for consumers but for the market economy. And what
I meant in that context was that regulation, to the extent that it
focuses on firms, which is a good thing to create standards and

Senator BROWN. Well, I am not going to let you filibuster this.
I am sorry but—and you can tell me your whole philosophy. But
I am reading your words, and you are saying that consumers
should be demanding shoppers. So does that mean that the FDIC
is simply not necessary because consumers should figure out which
of these banks are about to go under?

Mr. GOODFRIEND. Absolutely not. Consumers need to be in-
formed. And the other half of regulation is informing consumers
about the products that they are choosing between. That was the
point that I was making in that comment. And consumers

Senator BROWN. OK, well, do you think—I am sorry. Do you
think that we are on a path to the European Socialist model in this
country?

Mr. GOODFRIEND. No, I do not.

Senator BROWN. OK. Because it sounds like you might sort of
think that. Maybe this nomination has illuminated some things.

If we gut regulations and consumers are supposed to use their
purchasing power to demand safer financial products, shouldn’t we
prohibit mandatory arbitration agreements that deny consumers
their day in court?

Mr. GOODFRIEND. So, if confirmed, as a Governor I will look into
that matter. It is not something that I have thought about.

Senator BROWN. OK. In 2011, you told the Wall Street Journal
that, “Inflation scares are likely to recur and become more severe.”
You remember, amnesia around here aside, just 2 years earlier
when President Obama took office we were losing 800,000 jobs a
month. It began to turn around with the auto rescue in 2010. We
have had month after month, consecutive months, and through this
first year of the Trump administration of economic growth. So that
was the state of the economy. So keep that in mind when you
said—and I know you have studied the risks and drivers of infla-
tion. But you stated also many times you believe the Fed would be
better off with a single mandated focused just on inflation rather
than a dual mandate, which includes full employment. In a May
2012 interview, you called the idea of getting the unemployment
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rate, then at 8.1 percent, to below 7 percent a “Herculean task that
could lead to rising inflation that would be disastrous to the econ-
omy.” At the end of 2017, unemployment was 4.1 percent. The in-
flation rate remains below 2 percent.

Why were you so wrong so many times?

Mr. GOODFRIEND. Senator, throughout this period of the last 10
years, I have been commenting on monetary policy. I am not going
to—the essence of the Federal Reserve’s position to stimulate the
economy was based on years of generated credibility for anchoring
long-run inflation. That credibility was critically important in order
for the Federal Reserve to keep stimulus in place for the last few
years without generating inflation until we brought the unemploy-
ment rate down to something in the vicinity of——

Senator BROWN. So would they have done so well if they had lis-
tened to your warnings that we should not have a dual mandate,
we should only focus on inflation? Would this economy be in this
good a shape if they had listened to Marvin Goodfriend during this
period?

Mr. GOODFRIEND. The questions that I was answering were aca-
demic. The dual mandate is large—is very well—it works because
the two goals of low unemployment and low inflation are com-
plementary, and that is exactly what was the case in the last——

Senator BROWN. That is what you say now, but you say they
were academic. You were in an academic setting. But now you are
in a policymaking setting if you are confirmed, and you still seem
to hold this view—or do you reject that view that there should not
be a dual mandate? Will you say to us absolutely there should be
a du%l mandate with equal emphasis on inflation and unemploy-
ment?

Mr. GOODFRIEND. I absolutely agree to that. In fact, I talk about
inflation because the key to getting the unemployment rate down
over the past 40 years in the United States has been credibility for
low long-run inflation, and that again is why we were able to keep
stimulus in place for the last 5 years, 10 years.

Senator BROWN. OK. Last question. Discussing inequality, you
said you need to at all times talk about what is good for the coun-
try as a whole. You cannot worry about how to help people who
have less unless you try to make the pie as big as possible. It is
a fairly easy question for me to answer about basic indifference or
unconcern about addressing inequality. We know the recent tax
cuts, 81 percent of the recent tax cuts go to the wealthiest 1 per-
cent in this country. Doesn’t your view have the potential to make
inequality worse?

Mr. GOODFRIEND. Senator, I do not believe the things that I say
about monetary policy have bearing on income inequality. What the
Federal Reserve wants to do is to create the lowest unemployment
rate that is consistent with price stability. That is what our tools
are designed to do, and that is what I would do if confirmed as a
Governor.

Senator BROWN. Thank you, Mr. Chairman.

Chairman CRAPO. Senator Shelby.

Senator SHELBY. Thank you. Mr. Chairman, I think all three of
these nominees are eminently qualified by their experience and
education and everything. Of course, we both know and a lot of us
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know more than a little bit about Ms. McWilliams, who served
ably, honorably, in this Committee. Welcome back.

Ms. McWiLLIAMS. Thank you.

Senator SHELBY. I also congratulate on your nomination because
you are going to take a big pay cut. All of you will.

Ms. McWILLIAMS. I am used to it, Senator. Thank you.

[Laughter.]

Senator SHELBY. She worked for us, both of us, so your money
was not forthcoming. I can tell you that.

I have long been an advocate, as, Ms. McWilliams, you know, of
cost-benefit analysis—Senator Crapo got into that a minute ago—
for all Government rulemaking and regulations. Right now we are
focused on the financial regulation authority. How important is
cost-benefit analysis in the decisions that come before the FDIC?
I am going to pose this to all three nominees. Ms. McWilliams?

Ms. McWiLLiaMs. Thank you, Senator, for that question, and
thank you for your words.

I believe the cost-benefit analysis is crucial for an agency, and
here is why. While I was at the Federal Reserve, we worked on
consumer protection regulations, and if we did not do an appro-
priate cost-benefit analysis, we would not know how a consumer
would in the end be affected by the regulation. And I was taught
at that point in time that consumer credit is like a balloon. If you
squeeze it here, it will come out there. And before you squeeze it,
you better know who is going to pay for it, how it is going to come
out, and are you comfortable with the outcome. So I do believe that
proper cost-benefit analysis benefits the consumer as well as the
ability of the financial institutions to provide the lowest-cost prod-
ucts and services to their base.

Senator SHELBY. Dr. Goodfriend, the Federal Reserve, as you
well know, we have been talking about cost stability and full em-
ployment, stability of the monetary system and full employment.
But the Federal Reserve is also a huge bank regulator. What about
your view on cost-benefit analysis? Should it be done? And should
it be done right? And should it be transparent, too?

Mr. GOODFRIEND. Absolutely, I think cost-benefit analysis is im-
portant to decide which regulations to be put in place, which are
deserving, which are not. I think the—my impression is that the
Federal Reserve has moved in this direction, and if I am confirmed
as Governor, I would help it move in this direction even further.

Senator SHELBY. Mr. Workman, your work will be a little dif-
ferent from theirs, but in some ways overlap. What about cost-ben-
efit analysis?

Mr. WORKMAN. Yes, Senator, that is, I think, a critically impor-
tant element of the analysis that I would want to make, and hope-
fully the Council would as well.

Senator SHELBY. Dr. Goodfriend, we talked about this a little
earlier. Could you elaborate before the Committee today how the
modern economy may have changed the way global indicators are
viewed? And could you describe your views on the Federal Re-
serve’s objective regarding price stability?

Mr. WORKMAN. Yeah, you know, the global economy has become
much more integrated over the last 10, 20 years, and many people
think that that may impact the Fed’s ability to stabilize the U.S.



13

economy. My view is that that is not really the case. We have what

we call a “flexible exchange rate system,” which I believe gives the

Federal Reserve the independence to act on domestic issues irre-

f)plective of globalization, at least for monetary policy and price sta-
ility.

Senator SHELBY. Mr. Workman, I am trying to move on because
I have just got a few more seconds in my time, but do you agree
with me that banks are one entity, insurance companies are an-
other, their structure is different, their role is different, their obli-
gations are different and so forth?

Mr. WORKMAN. Yes, Senator, they are functionally different.
They have a lot of similarities, of course. However, the significant
difference is the duration of the risk. For example, a life insurance
company could have 40 years, 50 years of bearing risk, and it is
not leas able to be subject to a run much like a depository bank
would.

Senator SHELBY. Should that all be taken into account when you
are making a designation?

Mr. WORKMAN. Senator, indeed, and I think that is part of the
role that I would need to play.

Senator SHELBY. You will be playing.

Mr. WORKMAN. Yes.

Senator SHELBY. Thank you.

Thank you, Mr. Chairman.

Chairman CraPO. Thank you.

Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman.

Dr. Goodfriend, during a hearing last May, you called the Fed-
eral Reserve’s dual mandate “incoherent,” and you suggested elimi-
nating the full employment mandate. You said that, “Whether or
not unemployment is 1 percent or 20 percent over a sustained pe-
riod of time is largely due to factors outside of monetary policy con-
trol.”

However, in a speech last June, Governor Powell said, “The prob-
lems that some commentators predicted have not come to pass. Ac-
commodative policy did not generate high inflation or expensive
credit growth; rather, it helped restore full employment and return
inflation closer to the 2 percent goal.”

So do you disagree with Governor Powell’s assessment?

Mr. GOODFRIEND. No, I do not.

Senator MENENDEZ. And so then your analysis was incorrect
then?

Mr. GOODFRIEND. No. I would like to say that I regret the word
“incoherent.” What I was talking about was in the long run it is
inconsistent for the Federal Reserve to control both employment
and inflation. The Federal Reserve has agreed, most central bank
economists agree that over the long run central banks can control
only inflation. But that is not a statement against the dual man-
dated. Again, what I believe is true is it is critically important to
anchor long-run inflation in order to get the capacity for monetary
stimulus to drive the unemployment rate down to the natural rate
or to the vicinity of full employment.

Senator MENENDEZ. But let me just take—let me follow up on
Senator Brown’s questions about your Bloomberg quote when you
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said: “It is really doubtful whether or not the Fed can achieve 7
percent unemployment. Even if the Fed did succeed, it would give
rise to a rising inflation rate in the next few years, which would
be disastrous for the economy.” However, today—that is your
quote. I am taking it straight from Bloomberg. However, today un-
employment is 4.1 percent, inflation is still running below 2 per-
cent, despite the fact that the Fed waited more than 3 years after
that interview to increase rates.

So knowing what we know today, do you honestly still think the
Fed should have followed your advice in 2012 and raised rates be-
fore inflation neared its target?

Mr. GOODFRIEND. No, I do not. But those statements are out of
context. What I was warning about was in the past the Fed has
had trouble getting unemployment down, and the reason was we
had zero interest, and we had lost the stimulative power, the ordi-
narily stimulative power of monetary policy. My point was in the
context of that conversation, and I——

Senator MENENDEZ. Can you point out any—you know, with all
due respect—and I am sure academically there is no question that
you are a very bright person. But how am I not to hear everything
you have said in the past and then what you are saying today as
a confirmation conversion about the dual mandate obligation of——

Mr. GOODFRIEND. Again, it is not my—what I am saying is that
the history and thinking about monetary policy has said if we want
to get unemployment down to the natural rate to the vicinity of full
employment, we as central banks need to stabilize long-run infla-
tion but——

Senator MENENDEZ. Can you give me

Mr. GOODFRIEND. That is all I am saying.

Senator MENENDEZ. Can you give me anything, show me, direct
me to anything that you have said in the past that suggests that
you support and affirm the dual mandate of the Federal Reserve?

Mr. GOODFRIEND. I can show you some publications in which the
point of my work was to say we—our goal is to get unemployment
down to the natural rate, and, therefore, I am supportive of a long-
run inflation target. I have worked on that for decades. It has prov-
en to be the case that that has worked in the last decade, and I
will stand by that. Whether or not I have talked about the dual
mandate, I totally support it. In fact, the reason for stabilizing in-
flation over the long run is exactly to make the economy operate
at full employment.

Senator MENENDEZ. All right. Let me turn to Ms. McWilliams.
The Administration is actively searching for ways to diminish
banks’ responsibilities to serve those very communities through un-
dermining the Community Reinvestment Act, something that many
of us strongly support. Shouldn’t the Administration be focused on
strengthening, not weakening, a tool that ensures banks are held
accountable for serving low- and moderate-income communities?
And what assurances can you give us that the FDIC under your
leadership will guarantee banks are meeting the home mortgage,
small business, and other credit needs of low- and moderate-income
communities?

Ms. McWILLIAMS. Senator, thank you for that question. The
Community Reinvestment Act is the law of the land, and it is the




15

duty of the Federal Deposit Insurance Corporation to follow the law
of the land. The unbanked and underbanked communities are a
vital part of our economy, and I can tell you for a fact that a num-
ber of banks are seeking opportunities to bank those communities
not only for the purposes of the CRA, but also because they need
to expand their customer base, and that is the organic way to grow
the company.

I can also assure you on a personal level, as somebody who was
a part of the low- and moderate-income community, that the mis-
sion of the CRA resonates profoundly with me on a personal level
as well, and I can give you my commitment that I will ensure that
the FDIC fully executes the mandate of the CRA.

Senator MENENDEZ. Thank you for that.

Thank you, Mr. Chairman.

Chairman CraPO. Thank you.

Senator Toomey.

Senator TOOMEY. Thanks, Mr. Chairman.

Dr. Goodfriend, would you agree with the characterization that
a stable currency—in our case, obviously the dollar—a long-term
stability in the currency is a very, very important condition for
maximizing employment?

Mr. GOODFRIEND. Absolutely.

Senator TOOMEY. And, therefore, if you had a sustained policy
where you deviated from that stability, for whatever reason, even
if it were for a good intention like maybe lowering the unemploy-
ment rate, but if in the process you undermined the stability of the
dollar, wouldn’t it actually be counterproductive for employment?

Mr. GOODFRIEND. I do believe that that is true.

Senator TOOMEY. The last time in the United States that we had
an extended period of very high inflation I believe was the 1970s
and early 1980s. What was the unemployment rate like during that
period?

Mr. GOODFRIEND. On average, 2 or 3 percentage points higher
than it has been since price stability.

Senator TOOMEY. Yeah, so I think it is an important point that
we should all keep in mind. Price stability is a necessary condition
for maximizing employment.

With respect to the recent history of the Fed’s behavior, you
know, I have been concerned about what the Fed has done, the
completely unprecedented history of the monetary policy, including
monetizing the debt of our Government, which I think is a fair
characterization, increasing our balance sheet to over $4 trillion.
And it is true, there has been no recent huge run-up in inflation,
but can anybody say with certainty that we are not right now liv-
ing with some asset prices that could be vulnerable? Sovereign debt
prices are pretty hard to explain, actually. Equity prices are ex-
tremely high, some real estate markets. Can you be certain that
there are no bubbles out there?

Mr. GOODFRIEND. No, and what I hope to do, if I am confirmed
as Governor, is worry about exactly this kind of issue and to try
to do the best I can to guide interest rate policy on the basis of in-
coming data, to balance the goals of sustainable maximum employ-
ment, which is kind of where we are, keeping inflation low, and
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also worrying about financial stability because that is an equally
complementary part of the Fed’s mandate.

Senator TOOMEY. And I would also like to suggest one other con-
sideration, which is just that it strikes me as a dangerous idea for
the central bank to be purchasing assets like mortgage-backed se-
curities, which end up being an allocation-of-credit decision, which
should be left to the market and not to the central bank, in my
view.

Mr. GOODFRIEND. I agree with that, and the Fed, to my under-
standing, has a policy of aiming to get its balance sheet back to
what we call “all Treasurys.”

Senator TOOMEY. All right. Thank you.

Ms. McWilliams, thanks for taking the time to have a chat re-
cently. I enjoyed our discussion in my office. I wanted to follow up
on the issue that you raised regarding de novo banks.

Ms. MCWILLIAMS. Yes.

Senator TOOMEY. As we discussed briefly, it used to be routine
in America that 100 or more community banks would be launched
every year, and it struck me as a wonderful mechanism to bring
credit to growing communities wherever it was needed. But as you
pointed out, for something like the last 9 or 10 years, I think we
have averaged about 1 per year as opposed to over 100 per year.

Now, some have suggested that is just because interest rates
have been low, and I will concede that that may have contributed
to discouraging new startups. But I am also convinced, as someone
who has a community banking background, that the regulatory
burden has also contributed to the lack of new banks.

Is that your view? And do you have any specific ideas on how we
might be able to relieve that burden, keeping in mind that these
institutions are not systemically important even to their commu-
nity, much less the country?

Ms. McWILLIAMS. Senator, thank you for that question, and
thank you for our discussion as well. I absolutely agree with you
that the de novo charter banking has been an issue that has been
on my mind for a long time because we need to replenish the banks
that closed down because of various circumstances.

I do believe that the regulatory burden plays a key component
in the consolidation of the community banking industry, and if con-
firmed, that is something that I would like to take a look at. Espe-
cially, I would like to take a look at the capital and liquidity re-
quirements on community banks and understand how the Basel
framework applies to those banks. A number of Basel requirements
are not applicable to community banks, but, nonetheless, while I
served on this Committee, I have heard from a significant number
of community banks that the Basel requirements do apply to them,;
even if it is not by regulation, it is by a trickle-down effect.

So I can commit to you that it is something that I will willingly
and gladly take a look at and take under consideration if confirmed
as Chair.

Senator TOOMEY. Thank you very much.

Mr. Chairman, thank you, and I would just observe I think we
have three terrific nominees here.

Chairman CRAPO. Thank you, and I agree.

Senator Tester.
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Senator TESTER. Thank you, Mr. Chairman.

The first question is for you, Ms. McWilliams. The FDIC com-
pletes the EGRPRA process last year. A portion of that review
talked about synchronization and streamlining, and I believe it is
key that regulators do work together to make sure that regulations
are not duplicative. It is a major complaint that I have heard from
my community banks.

As FDIC head, what would you do to ensure that the examina-
tion process is modernized and that duplication is eliminated as
much as possible?

Ms. McWiLLIAMS. Thank you, Senator Tester, for that question.
The FDIC Chair also sits on the Federal Financial Institutions Ex-
amination Council, which is a great venue to be able to streamline
banking examination, both in terms of the relaxation of duplicative
requirements by different agencies and to provide uniformity in
how prudential banking regulators approach examination and reg-
ulation of banks. We need to have uniformity. The Federal Deposit
Insurance Corporation has the largest number of community banks
under its primary supervision among the three regulators, but the
Federal Reserve, if I recall correctly, has about 800 and the OCC
has a significant number as well. So it is crucial that they have
uiliform standards that are applicable across all three banking reg-
ulators.

Senator TESTER. And I have got it, and you are right. And so as
FDIC, you would be encouraging communication. How would you
do that?

Ms. McWiLLiaMS. Well, I would want to take a look at what has
been done at the FFIEC in terms of uniformity and standardization
of the examination process and regulatory approach to community
banks, as well as have the FDIC, if necessary, go through the inter-
3gency working group to better understand what can the agencies

0.

Senator TESTER. So you would commit to reducing duplication
Whlere you can without harming safety and soundness of finan-
cia

Ms. McWILLIAMS. Absolutely, Senator.

Senator TESTER. OK. Mr. Workman, this was addressed a little
bit earlier about transparency with the FSOC. The FSOC under-
went a number of changes last Congress. Those included notifying
companies when they moved between stages, making public the
calculation for Stage 1 evaluation, providing more information to
companies as they go through the annual review. I assume that
you agree with those changes?

Mr. WORKMAN. Mr. Chairman, those sound very good. I am not
absolutely certain of each one, but they sound like they are cer-
tainly consistent with my view, yes.

Senator TESTER. So once you get into this position, assuming you
will be confirmed, and you look at these changes and you think
they are positive, do you think it would be necessary to codify the
changes?

Mr. WORKMAN. Mr. Chairman and Senator, that is sort of slip-
ping into the area of policy and congressional responsibility, so——

Senator TESTER. You are right. You are not going to do it. We
would do it. But assuming they work, I mean assuming you think
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they are good—I do not want to put any words in your mouth, but
assuming that they are a step in the right direction, because I
think the process does need to be as transparent as possible, your
support for codifying those laws could make a difference.

Mr. WORKMAN. Senator, it is something I would certainly give se-
rious consideration to.

Senator TESTER. All right. There has been much discussion on
on-ramp and off-ramp for companies as they go through the FSOC
process. Would you share your thoughts with me on that, if you
think it is a good idea to have on-ramps and off-ramps, and where
you would apply them?

Mr. WORKMAN. Yes, Senator, I do believe that, in fact, this has
been articulated in a recent report of Treasury on designations and
the deliberations of FSOC. And I think it is important for entities
that are being considered for designation and those entities that
are already designated, that they have the opportunity to under-
stand exactly what the Council is thinking and have good collabo-
ration and engagement.

Senator TESTER. Thank you for that.

Dr. Goodfriend, I will just keep this question very, very simple,
and it is an easy one. Do you believe that we need a Government
guarantee and the continuing existence of a 30-year fixed-rate
mortgage for housing purposes?

Mr. GOODFRIEND. I think the 30-year mortgage is a very popular
and useful instrument. I do not believe it needs a Government
guarantee. Banks should be regulated and the economy should be
stabilized in a way that these mortgages work.

Senator TESTER. Do you think banks would put a 30-year mort-
gage out without a Government guarantee?

Mr. GOODFRIEND. To the extent that we have in place Govern-
ment guarantees, if you want to call it that way, it is something
that the Congress needs to decide. A Government guarantee is not
a matter for the Federal Reserve. So I am happy with that at this
point.

Senator TESTER. OK. Thank you.

Thank you, Mr. Chairman.

Senator BROWN. [Presiding.] Senator Heller.

Senator HELLER. Thank you, Mr. Chairman, and I appreciate our
list of panelists. I appreciate you being here, and I am very grateful
to your families for lending you to this process. And I do want to
tell the Chairman how pleased I am that we have such a highly
qualified group of panelists with us today.

There was no State that got hit harder—and I have said that nu-
merous times here on this Committee—during the economic melt-
down than the State of Nevada, both in housing and in banking.
We had at one point 60 percent of all the homes in Nevada under-
water, and we lost half of our community banks in our State.

Fortunately, that has bounced back. Our underwater is 10, 15
percent, and yet we still do not see a growth of community banks
in our State.

There has been a massive consolidation of banking in the State,
and it has led and coincided to the fact that Nevada is probably
one of the most underbanked or unbanked States in the country.
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That brings me to you, Ms. McWilliams, and we talked about
this in our offices about ILCs. The industrial loan companies have
played an important role in the State of Nevada. I think there has
been a real lack of leadership under the FDIC under previous lead-
ership. I am hoping that under your watch that will change.

Give me your thoughts on ILCs and the expansion of them.

Ms. McWilliams. Thank you, Senator, for that question. If I can
first tell you that I used to live in Stockton, California, which, dur-
ing the foreclosure crisis, when 1 in 33 homes were foreclosed in
the United States, had about 1 in 11, so I fully understand the im-
pact of the crisis and the foreclosures in the State of Nevada.

With respect to the ILCs, the law of the land is that the ILCs
exist. It is a statutory mandate. And the job of the FDIC is to give
each ILC application due consideration and, if appropriate, proceed
with the approval.

I do not know how much work has been done on the ILCs in the
last few years. I assume not a lot because I have not seen any new
charters. I have a list of the ILC chartered institutions, and if con-
firmed, I am happy to work with your office to understand where
the holdup has been in the approval process.

Senator HELLER. And I appreciate that. Do you share the same
viewpoint of former Chairman of the FDIC that ILCs pose no
greater safety or soundness risk than any other charter type?

Ms. McWiLLiaMS. I do.

Senator HELLER. OK. And will you encourage new applications
for ILC charter?

Ms. McWiLLiaMS. I will certainly make sure that the FDIC
moves swiftly in due consideration, and if that encourages more ap-
plicants to send the applications in, then I guess my answer is yes.

Senator HELLER. If an ILC meets FDIC standards, will you sup-
port the approval of that ILC charter?

Ms. McWiLLIAMS. If it means the ILC standards as currently set
up by the FDIC, I believe there should be no obstacles in the appli-
cation program.

Senator HELLER. Thank you. Moving to community banks, you
talked about regulations. Senator Toomey proposed to you what
you would do to make necessary changes to allow and to help sup-
port and encouraging the chartering of these community banks.
And you also talked a little bit about Basel requirements.

What would you do to stop the consolidation, the consolidations
that have been occurring amongst these small- and mid-sized
banks?

Ms. McWILLIAMS. Senator, I am actually quite concerned about
the consolidation, especially in rural counties. Currently, out of
1,049 rural counties in the United States, 625 do not have a locally
chartered community bank. And I believe that 35 counties do not
have a single banking presence, which is quite concerning because
you have small businesses and consumers who have to drive 20, 30,
40 miles to the nearby county to get small dollar bills and other
banking services. So it is something I would like to take a look at.

In terms of what specifically I would do, I would like to take a
look at how the FDIC has structured the regulatory framework
around capital and liquidity requirements for small banks. Some of
the requirements, I believe, are not applicable, and I would like to
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revisit them within the statutory mandates currently set up. One
example I can give you is the Volcker Rule. Community banks do
not do proprietary trading. Nonetheless, they have to do compli-
ance, which, for a bank of the size of my current employer, is quite
comprehensive. I can only imagine for a bank that has $500 million
in assets and two or three people in the compliance department, it
is probably nearly impossible to do an appropriate amount of work
to respond to the regulatory burden. So that is something I would
like to focus on.

Senator HELLER. Ms. McWilliams, thank you, and to our panel-
ists, again, sorry I did not get to ask questions, but I want to thank
you again for being here and for showing your support.

Mr. Chairman, thank you. My time has run out.

Senator BROWN. Senator Warren.

Senator WARREN. Thank you, Mr. Chairman. And thank you to
each of our nominees for being here and for your willingness to
serve.

Dr. Goodfriend, as you know, the Fed has a dual mandate to
maximize employment while keeping inflation in check. And if you
are confirmed as a Fed Governor, then one of your main respon-
sibilities will be to set interest rates that satisfy that dual
mandate, which means you are going to need to make accurate pro-
jections about inflation. So I think it is time to take a look at your
track record on how you have done making inflation projections in
the past.

In July 2011, you told the Wall Street Journal that the Fed
should not be reluctant to “move interest rates up preemptively
against inflation at this stage in the business cycle.”

You also said, “The Fed needs to restore positive real short-term
interest rates fairly soon.” That was 2011. “Otherwise, higher trend
inflation and inflation scares will force the Fed in the future to
more than reverse any short-run gains in employment that it might
otherwise achieve in the present.”

Now, we are almost 7 years past that statement. Meanwhile, real
short-term interest rates are still negative, and inflation is under-
shooting the Fed’s 2-percent target. So do you agree that you got
that projection wrong?

Mr. GOODFRIEND. Absolutely.

Senator WARREN. OK. That is good. Let us take a look at another
one. Senator Menendez raised this, but I think it is worth repeat-
ing. In May 2012, you said:

Even if the Fed did succeed in the Herculean task for getting the unemploy-
ment rate down to 7 percent, we could never be sure that the unemploy-
ment rate was below what we call the ‘natural rate,” in which case it would

give rise to a rising inflation rate in the next few years, which would be
disastrous for the economy.

Now, as you know, the Fed did succeed in getting the unemploy-
ment rate below 7 percent, and in the 5-plus years since you made
that statement, the unemployment rate has steadily fallen, and
now it is about 4 percent. Meanwhile, inflation remains below the
Fed’s 2-percent target.

So I did not hear a clear answer in response to Senator Menen-
dez, so let me just ask it directly. You got that one wrong, too,
right?
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Mr. GOODFRIEND. Let me remember the context. The context
was, I think, for this comment that I was saying if you look at only
the unemployment rate and not the inflation rate, you could make
a mistake. But as long as the inflation rate was low, I would be
in favor of maintaining monetary stimulus.

Senator WARREN. Well, but you actually said just the opposite in
the past, and you have talked about preemptively raising interest
rates. You know, I am concerned about this because these wrong
predictions are not outliers for you. They have been part of your
overall approach to monetary policy, which effectively ignores the
Fed’s full employment mandate and instead focuses solely on spec-
ulative concerns about inflation. This matters because focusing
only on inflation does enormous harm to the economy and to work-
ing families.

You know, you were talking about raising interest rates back in
2011 when the unemployment rate was 9 percent. A year later you
worried about the Fed letting unemployment drop below 7 percent.
You know, the difference between that 9 percent unemployment
rate or that 7 percent unemployment rate, the 4 percent unemploy-
ment rate we have got now is millions and millions of jobs, millions
of families that have those jobs and are out there working and able
to support themselves and their families.

I think based on the kind of judgment that you have dem-
onstrated, American families are very lucky that you were not on
the Fed Board over the past several years, and I think it would be
a mistake to put you on the Fed Board now.

Thank you, Mr. Chairman.

Senator BROWN. Senator Kennedy.

Senator KENNEDY. Thank you, Mr. Chairman. Congratulations to
all three of you.

Would any of you disagree with the assertion that we are exces-
sively regulating community banks, defined as banks of $10 billion
or less of assets? Would any of you disagree with that assertion?

Ms. McWILLIAMS. No, Senator.

Mr. GOODFRIEND. Not at all.

Senator KENNEDY. OK. Dr. Goodfriend, do you believe at this mo-
ment in time we have financial institutions in America that are too
big to fail?

Mr. GOODFRIEND. I hope not, and I think given the progress we
have made——

Senator KENNEDY. Well, I hope not, too, but do you believe they
exist?

Mr. GOODFRIEND. No, I really do not.

Senator KENNEDY. OK. What do you think would happen or
should happen if, God forbid, JPMorgan Chase knocked on Sec-
retary Mnuchin’s door this afternoon and said, “We are about to go
under, and I need money, I need liquidity”? What do you think
would be Government’s proper role? And what do you think should
be Government’s proper role?

Mr. GOODFRIEND. Let me say, Senator, that I think the issue—
you have put your finger on a critical issue, and I would hope that
the procedures that we put in place where you would try to go for
bankruptcy first and then only to come to the Government with
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some kind of orderly liquidation have been clarified, and the
boundaries of responsibility have been put in place already——

Senator KENNEDY. Do you think they have been?

Mr. GOODFRIEND. Frankly, I think there is reason to go look
again and make sure that they are in the right place. This is such
an important issue——

Senator KENNEDY. I am trying to understand. Not to interrupt,
but do you think they are in the right place?

Mr. GOODFRIEND. You know, I have not looked at the details of
the proposal, of the clarity, of boundaries, but should I be con-
firmed as Governor, this would be one of the issues that I would
like to make sure we are in the right place, because without clarity,
without boundaries, we do not have accountability, and that is how
we got the Great Recession.

Senator KENNEDY. OK. Do you believe in quantitative easing?

Mr. GOODFRIEND. Well, it depends when and where it was used.
In the crisis

Senator KENNEDY. Well, let me put it this way. Do you think the
quantitative easing pursued by the Fed over the last few years, in
light of the Great Recession of 2008, was appropriate?

Mr. GOODFRIEND. I think so-called QE1 and 2, that was during
the crisis, and given that we had not had the clarity beforehand
that I just spoke of, I think it was OK to do that to save the sys-
tem. QE3 was not an emergency, and it was more or less used as
a routine tool for stabilization. I think that was not called for.

Senator KENNEDY. OK. Why is inflation so low?

%\I/Ir. GOODFRIEND. It takes some time to talk about that, but basi-
cally——

Senator KENNEDY. How about 30 seconds?

[Laughter.]

Mr. GOODFRIEND. You know, I think it is a puzzle, first of all,
around the world, so I would not be here and be able to give you
the answer. But one reason is that the central banks around the
world have put in place a credibility for rising inflation that has
cutoff the inflation tail, if you will, and plus central banks with pol-
icy that is near zero interest have lost some of the punch of mone-
tary policy in that direction. So that would be my short answer.

Senator KENNEDY. If the Federal Reserve did nothing, where do
you think inflation in the United States would be a year from now?

Mr. GOODFRIEND. My view is that inflation is slowly rising, the
Fed is more or less on the right path going forward, and I have
every reason to think that we could get to 2 percent, which is the
target, in a year or so.

Senator KENNEDY. OK. If you were—I am trying to understand
your overall philosophy. If you were advising Prime Minister Abe
iQ;boyl?‘c how to revive the Japanese economy, what would you tell

im?

Mr. GOODFRIEND. I have been supportive of Japanese efforts to
keep monetary stimulus in place until the inflation rate has risen
to their target, which is around 2. And, in fact, I have been an ad-
viser for the Bank of Japan for years and years.

Senator KENNEDY. Have you?

Mr. GOODFRIEND. And basically on that side of that argument.
So, you know, they need to do that.
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Senator KENNEDY. Did you advise the Bank of Japan on the
quantitative easing?

Mr. GOODFRIEND. I did not advise the bank, but I was an hon-
orary adviser to the Bank of Japan.

Senator KENNEDY. OK. And you think they are on the right track
there, or you disagree with their approach?

Mr. GOODFRIEND. No, I think they—you know, in the cir-
cumstance they need to stimulate the economy, get the inflation
rate up, and they have been doing well, and now employment is
doing much better than before.

Senator KENNEDY. OK. Thank you for that.

Ms. McWilliams, what role, if any, do you think the FDIC has
in helping us establish a National Flood Insurance Program that
looks like somebody put it together on purpose?

Ms. McWIiLLIAMS. Senator, the National Flood Program is a crea-
ture of Congress. It is not to the agencies to decide what is appro-
priate or not. It is for Congress to decide and for agencies to imple-
ment——

Senator KENNEDY. Right, but I am asking your opinion. Let me
be more specific. Many of our financial institutions do a great job
enforcing the requirement of flood insurance. Some do not. And
when some get caught, they just get a minor fine, which sends the
signal—if you believe in the deterrence paradigm of compliance,
which sends the signal that it is cheaper just to ignore the rule.
What do you think we can do about that, if anything?

Ms. McWiLLiAMS. Well, I believe the banks should be supervised
appropriately, and if the flood insurance is not required on certain
loans, I think that is a problem

Senator KENNEDY. What if it is required?

Ms. McWiLLIAMS.——if they are in a flood zone.

Senator KENNEDY. What if it is required and some aspects of the
financial system are not enforcing the requirement? What, if any-
thing, should the FDIC do?

Ms. McWiLLIAMS. It should regulate those banks appropriately,
which is to find them in disobedience of the regulatory require-
ments.

Senator KENNEDY. OK. Mr. Workman, why do you think—Sen-
ator Toomey made this point. Why do you think over the last, let
us say, 9 or 10 years—am I over, Mr. Chairman?

[Laughter.]

Chairman CRAPO. [Presiding.] Only by 2 ¥2 minutes.

Senator KENNEDY. I am sorry.

Senator BROWN. Senator Kennedy, I would not dare cut you off
during your discussion of flood insurance.

Senator KENNEDY. I looked at my—I apologize. I was looking
at—

Chairman CRAPO. I was going to hand this down the aisle there.

[Laughter.]

Senator BROWN. Mr. Chairman, when he talks about flood insur-
ance, he does not know when to stop.

Senator KENNEDY. Please, my apologies. I really did not mean
to—it was going up instead of down.

[Laughter.]

Chairman CRAPO. It was not up to 5 yes, was it?
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Senator KENNEDY. I am sorry.

Chairman CraPO. Thank you, Senator.

Senator Cortez Masto.

Senator KENNEDY. I was having fun.

Senator CORTEZ MASTO. Thank you. Welcome to all of you.
Thank you for your willingness to serve. Welcome to your families.
It is great to see you all here.

I only have 5 minutes, so I am going to get right into it, and I
am going to start with Mr. Goodfriend. In your writings you rec-
ommend taxing currency by placing magnetic strips on dollar bills.
You argue that in order to keep bills in circulation, the Govern-
ment should tax people who hold money in a disaster kit or safe
deposit box. If you are appointed to a 14-year term on the Federal
Reserve, will you seek to tax people who choose to maintain a cash
reserve?

Mr. GOODFRIEND. Absolutely not.

Senator CORTEZ MASTO. Do you want to explain your discussion?

Mr. GOODFRIEND. Briefly, yes. I wrote a paper in 1999 for a Fed-
eral Reserve System conference which was asked what happens if
interest rates go to zero and what could the Federal Reserve do.
And in that paper there are two ways the Federal Reserve could
have gone. It could do quantitative easing. That was the first place
that was put out. Or it could make interest rates negative. That
would also be an option. I did not propose that. That was an aca-
demic paper showing what could be done, and that was forward-
looking in the sense that the world went to zero rates and negative
rates in some——

Senator CORTEZ MASTO. If you had the opportunity to tax people
based on your policy discussion, would you do so?

Mr. GOODFRIEND. No. I do not support—that is not a proposal.
It was an emergency measure we considered just as a matter of
first thinking on these things before anybody had ever imagined
anything would happen like that.

Senator CORTEZ MASTO. OK. In 2014, the Federal Reserve pub-
lished research refuting that Freddie Mac and Fannie Mae’s afford-
able housing goals played no role in the crisis. After the financial
crisis, analysis by staff of the Fed’s Board of Governors found that,
and I quote, “The available evidence to date does not lend support
to the argument that the Community Reinvestment Act is a root
cause of the subprime crisis.”

It appears you disagree with the Fed’s conclusion. Is that true?

Mr. GOODFRIEND. No, I do not—I think

Senator CORTEZ MASTO. Do you agree with the Fed’s conclusion?

Mr. GOODFRIEND. I am not—I have not—if you can repeat the
question, because I

Senator CORTEZ MASTO. Sure. The Federal Reserve published re-
search refuting that Freddie Mac and Fannie Mae’s affordable
housing goals played no role in the crisis.

Mr. GOODFRIEND. It is not a subject that I have had much profes-
sional expertise on, so I would rather not comment.

Senator CORTEZ MASTO. OK. Thank you.

Mr. Workman, the November report from the Treasury Depart-
ment essentially called for abandoning nonbank SIFI designations,
and the Treasury’s General Counsel said that the FSOC would
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reduce such oversight. Do you think nonbank SIFI designations
should be tossed out as a tool?

Mr. WORKMAN. Senator, I have looked at the Treasury report,
and among the areas of recommendation, one is going to, as I men-
tioned earlier, an activities-based approach. But, in addition, there
is a line of thought that I think still stands in that recommenda-
tion, and I am reading it as someone who has been studying it of
late. But, essentially, it indicates that FSOC ought to first look at
the marketplace, look at what the concerns may be, and then go
to the primary regulators, which in the case of insurance are the
State insurance regulators.

Senator CORTEZ MASTO. Right, and for that reason—I am sorry
to cut you off. I only have so much time. But you talk about an ac-
tivities-based approach, but is the FSOC really prepared to force
other Federal regulators to adopt those rules?

Mr. WORKMAN. Senator, I am not sure. I do not know about that.

Senator CORTEZ MASTO. Because isn’t it true that FSOC would
really have little power to constrain risky activities in the insur-
ance industry since it is regulated at the State level?

Mr. WORKMAN. Well, certainly the State insurance regulators are
expressly considered to be primary regulators for purposes of FSOC
actions.

Senator CORTEZ MASTO. OK. Thank you.

Ms. McWilliams, what will you do as head of the FDIC to encour-
age sustainable home ownership for Latinos, African Americans,
and millennials whose access continues to lag?

Ms. McWILLIAMS. Senator, thank you for that question. As I
mentioned, I lived in the State of California where the Latino com-
munity in particular is almost as prevalent as it is in the State of
Nevada. I do believe that the agency’s duties are to ensure that
banking products are available to everybody. The question that I
would like to tackle is: How much have the agencies done to en-
courage home ownership and what is the appropriate role for the
FDIC to partake in that? And if confirmed and I realize that some-
thing has not been done, I am happy to bring you the initiatives
and technical assistance should you choose to pursue other venues.

Senator CORTEZ MASTO. Thank you. I appreciate that. Thank you
all for answering my questions.

I notice my time is up. Thank you.

Chairman CRAPO. Thank you, and thanks for getting us back on
track.

Senator Tillis.

Senator TiLLIS. Thank you, Mr. Chair. I will keep all my ques-
tions

Chairman CRAPO. You only have 3 minutes.

Senator TILLIS. to Senator Kennedy’s standard.

Chairman CRAPO. Just kidding.

[Laughter.]

Senator TILLIS. Mr. Goodfriend, it is ironic that somebody whose
last name is Goodfriend is getting so many unfriendly questions,
but I have a question for you, and it is really just can you give me
your thoughts on what you think is more corrosive on the middle
class—low growth or low inflation?
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Mr. GOODFRIEND. Low growth is probably the more corrosive in
the sense that growth enables a lot of things to get done. People
can live their lives. The country can do more. And low inflation, un-
less it is too low, is, I do not think, anywhere near as corrosive.

Senator TILLIS. Thank you.

Ms. McWilliams, I have got a hypothetical situation. You men-
tioned, I think, in response to Senator Toomey’s questions that
community banks or smaller banks are not subject to the Volcker
Rule if they do not do proprietary trading?

Ms. McWILLIAMS. They are subject, but they should not be be-
cause they do not engage in proprietary trading.

Senator TIiLLIS. Well, let me give you a hypothetical situation.
Let us say that there is a bank out there that wants to go green,
and it is going to take a little while for them to get there. And so
in the process of coming up with a viable strategy for a community
bank, they all of a sudden get involved in a business activity which
makes perfect sense for them to go green, but it actually make
them wade into something that falls under Volcker. Can you give
me maybe a scenario where we talk about the—I am trying to also
interpret that in terms of the regulatory cost impacts on smaller
institutions.

Ms. McWiLLiams. Certainly, Senator. I am actually aware of fi-
nancial institutions that are trying to go “green” and made a com-
mitment on being fully “green” by a certain period in time. They
would change the light bulbs, windows, et cetera, but they may
have hundreds plus or just five branches, and getting branches to
the point of a “green” standard is a costly and a multi-year effort.
So some of the banks have engaged in purchasing “green” credits,
basically renewable energy purchase agreements, and in order for
a bank to actually engage in that discussion, it needs to do an ap-
propriate Volcker compliance analysis. I am aware of a bank that
had to comprise a committee of 22 people and have multiple meet-
ings on whether the purchase of “green” energy, the renewable en-
ergy contract, would in fact, trigger proprietary trading under
Volcker, which I believe undermines the purpose of the act.

Senator TILLIS. Yeah, and I think it undermines the objective of
the industry trying to go green. To me, it is a good working exam-
ple of why we need to right-size regulations and remove some of
these impediments that simply do not make any sense. So thank
you for that.

Also, on the cost-benefit analysis, has there been—when we talk
about cost-benefit—and I think the Chair and Senator Shelby
asked the question—I do not think we really do a good job of ex-
plaining at the atomic level, the consumer level, the price that they
are paying for regulations. I was just using—there was one exam-
ple that was in the Wall Street Journal earlier this week that one
of the major banks is now going to not allow free checking for cer-
tain accounts that fall below a certain level. In some ways I have
got to believe that has been stimulated by pressure on the cost of
doing operations. They have got to find revenues somewhere. They
have a fiduciary responsibility to their investors to try and provide
a return on their equity.

Has there been much work done at that atomic level to say when
you implement these additional regulations, which may go further
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than you need to, beyond the right size of a regulation, the real in-
dividual impacts, do we ever do cost-benefit analysis at an atomic
level, and should we?

Ms. McWILLIAMS. Senator, I believe that we should. How much
has been done is difficult for me to ascertain because a lot of that
work is behind the scenes. So what you would see in the Federal
Register in terms of the proposed rulemaking or the final rule-
making is just the tip of the iceberg. I know for a fact when I was
at the Federal Reserve we struggled at times to ascertain how a
certain regulation would impact consumers, but it is a task that
should be undertaken anyway. The regulators should not shrink
from their responsibilities, because it is an easy thing to do. I be-
lieve that they need to engage on a deep level, to understand who
is going to pay for this, how it is going to affect the communities,
and are we willing to live with the consequences.

Senator TILLIS. Thank you.

Mr. Workman, I did not have an opportunity to meet with you
in my office. I do know that you met with my staff, and I know
it was a productive meeting. And you have answered a lot of the
questions that I have had for you, so I will not ask them again. We
are working on a bill, particularly around Fed supervision, about
savings and loan holding companies and getting them right-sized.
I look forward, after you are confirmed, to working with you and
have you in my office. I want to congratulate all three of you. You
are outstanding nominees. I look forward to supporting your nomi-
nation, and congratulations to your family and friends. This should
be a very proud moment for you.

Ms. McWiLLiaMS. Thank you.

Mr. GOODFRIEND. Thank you.

Mr. WORKMAN. Thank you.

Senator TILLIS. Thank you, Mr. Chair.

Chairman CRAPO. Thank you.

Senator Jones.

Senator JONES. Mr. Chairman, thank you very much, and thank
you for the nominees to be here. Congratulations to you and your
families. Ms. McWilliams, I am especially appreciative of you being
here with your role with my colleague Senator Shelby and your
work with him. I know that you probably also learned a lot about
something else very dear to Senator Shelby’s heart, but I am going
to resist the urge to give you a pop quiz about University of Ala-
bama football.

[Laughter.]

Ms. McWiLLiAMS. Thank you.

Senator JONES. I do appreciate your comments and your answers
to previous questions about community banks in underserved
areas. That was an issue, and I appreciate your answers to that
very much.

So let me move to Dr. Goodfriend. I would like to go back briefly
to comments you alluded to earlier and some earlier comments in
2010 where you referred to consumer protection as a false premise
and essentially said that consumers should be left to police them-
selves. I agree with you that consumers need to take personal re-
sponsibility, but I also think there are some kind of bad actors out
there.
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The Federal Reserve has a Division of Consumer and Community
Affairs, known as DCCA. In reading from the mission statement
from DCCA, it says, “It is to support the board’s efforts to imple-
ment Federal laws intended to protect and inform consumers in
credit and other financial service transactions, ensuring that con-
sumers receive comprehensive information and fair treatment and
promoting economic development and community lending in his-
torically underserved areas.” And I will tell you, Dr. Goodfriend,
Alabama has a lot of those underserved areas.

So my question is: If you are confirmed by the Senate, would you
continue to support the DCCA’s efforts to not only inform but to
protect consumers? And would you recommend any changes to the
Division’s mission?

Mr. GOODFRIEND. I would absolutely support that mission. I
think consumers need to have regulation on the product side, and
they need to be informed. These are two halves of making con-
sumers protected, and I absolutely support the Federal Reserve’s
mission.

Senator JONES. And the DCCA mission as written, you would not
make any changes to that to lessen anything?

Mr. GOODFRIEND. Well, if confirmed as a Governor, I would like
to look into this, because I think it is so important that we main-
tain confidence in consumers, confidence in the market system. The
ability to make that system work absolutely depends on consumers
feeling confident in the way as demanding customers and feel safe
in markets. That is absolutely a goal that I would support.

Senator JONES. OK. Fair enough. I also have seen comments that
seem to be a little bit conflicting in the past, Dr. Goodfriend, in
which at one point you had talked about that you seemed to advo-
cate for a very independent, activist Fed that should push back
against Congress, but in recent years you seem to have pushed
back for less independence of the Fed, including Congress appro-
priating the Fed’s budget.

In my view, independence is important, especially in our current
economic and political climate. So can you give me your view now,
how important is the Fed to be an independent body?

Mr. GOODFRIEND. Absolutely, the Fed needs to be absolutely
independent of politics so we can do monetary policy, financial reg-
ulation, and in order to support the dual mandate. That is some-
thing I completely believe in, and I have said so many times in
many papers in the past.

Senator JONES. Do you still favor Congress appropriating the
budget for the Fed?

Mr. GOODFRIEND. I do not favor that.

Senator JONES. OK. Have you ever favored that?

Mr. GOODFRIEND. No.

Senator JONES. OK. Maybe I am mistaken.

That is, I think, all the questions I have, Mr. Chairman. Thank
you. Thank you to each of the nominees. I appreciate your being
here.

Chairman CRAPO. Thank you, Senator.

Senator Cotton.
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Senator COTTON. Thank you all to the nominees for your appear-
ance. Congratulations on your nomination. Congratulations to your
families as well.

Ms. McWilliams, the FDIC recently proposed a new rule for high
volatility, acquisition, development, and construction loans, also
known as HVADC. That would replace the current rule on high
volatility commercial real estate loans. I am concerned that the
proposed rule would remove contributed equity exemptions for fu-
ture acquisition, development, and construction loans and would in-
stead treat them all virtually the same in terms of the risk assess-
ment, and it strikes me, therefore, that the regulators would be ig-
noring the proactive steps that lenders are taking to in essence get
a bigger downpayment, to put it in layman’s terms, to reduce risk
and, therefore, increase safety and soundness.

The House has already acted on this measure. The House Finan-
cial Services Committee passed a bill 59-1. It passed the House
chamber by a voice vote. I suspect the Senate will soon. Could you
commit that you will take a look at this issue and perhaps hit the
pause button until the Congress has a chance to review it this
year.

Ms. McWILLIAMS. Senator, thank you for that question. Since the
rule is at the proposed rulemaking stage, I am not sure when, if
I am so fortunate to be confirmed, I would be able to take a look
at the rule to understand what work the FDIC has done behind the
scenes. But if it does happen that I am confirmed before the rule
is finalized, I would certainly like to know what the staff at the
FDIC has done. As you know, the rules are subject to the Adminis-
trative Procedures Act, so there is a notice and comment period
during which the FDIC rulemaking process will be informed based
on comments from various stakeholders and affected entities, in-
cluding consumers and users of this type of credit.

So I can assure you that, if I get confirmed in time, I would like
to take a look at those comment letters as well and understand
what is going on.

Senator COTTON. Good. Thank you, because there is both a proc-
ess point and a substantive point. The process is if Congress does
finally get its act together and take legislative action on this, I do
not think we would want to go through the whole rigmarole of no-
tice and comment rulemaking with a final rule that will simply
modified or overturned, therefore the substance of the point I made
about not, you know, discouraging lenders from entering into these
loans with, you know, high equity contributions by making them be
treated in the same fashion in terms of the risk assessment.

Second topic. FDIC obviously plays a large role in the super-
vision and enforcement of the Bank Secrecy Act and anti-money-
laundering regulations. That is a topic that this Committee has in-
creasingly scrutinized over the last month. How right now would
you assess the division of responsibility for anti-money-laundering
regulations and the Bank Secrecy Act compliance between the
FDIC, FinCEN, other regulators, and financial institutions?

Ms. McWILLIAMS. So the BSA and AML regulations are promul-
gated by FinCEN in conjunction with their regulatory agencies. It
is the job of the regulatory agencies—in this case, the FDIC—to ex-
amine and ensure compliance with both BSA and AML. So the
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actual work gets done at the FDIC level while the rulemakings and
the requirements get set up in a multi-agency effort.

Senator COTTON. Are you open to reviewing those processes and
trying to find ways that we can both still be strict and prevent, you
know, intelligence officers, terrorists, drug runners, deadbeat ex-
husbands from manipulating our banking system, but at the same
time reducing the costs that we are imposing on gigantic and tiny
institutions alike?

Ms. McWILLIAMS. Senator, absolutely. And I can tell you from
my current experience, banks are required to file a suspicious ac-
tivity report, or SAR, every time there is a dollar threshold or they
suspect a certain activity is taking place. I think this is making it
more difficult under the current regime for the regulatory bodies to
examine effectively and efficient for SARs compliance and AML
and BSA violations when you have as many SARs filed as we do
under the current framework. So I would like to take a look if it
is possible to streamline while maintaining safety and soundness
of the system.

Senator COTTON. Good. Thank you.

Ms. McWiLLiAMS. Thank you.

Senator COTTON. Mr. Workman, the FSOC’s process to designate
systemically important financial institutions has been a topic of
conversation here to include about nonbanks. I would like to ask,
at a philosophical level, given the criticism the FSOC has received
about the opacity of that process, do you think the criteria by
which the FSOC makes these judgments should be more like a
posted speed limit, encouraging people to stay on whichever side of
the line they want to be, or a speed trap, hiding in the trees to
catch someone once they cross unstated criteria?

Mr. WORKMAN. Senator, I like the posted speed limit.

Senator COTTON. I do like the posted speed limit as well. I think
it is consistent with the rule of law and a well-functioning market-
based economy.

My time has exactly expired.

Chairman CrRAPO. Good timing.

Senator Reed.

Senator REED. Well, thank you, Mr. Chairman. And welcome to
the witnesses, and I apologize for my tardiness. Senator Cotton and
I were at a classified hearing on the nuclear posture review, so nice
to be out here with you all.

Let me ask a question to each one, beginning with Ms.
McWilliams. Cybersecurity is becoming increasingly critical to
every aspect of American life, and so in your different roles—FDIC,
Federal Reserve, and FSOC—can you give a brief statement about
what you think you can do and should do immediately with respect
to cybersecurity?

Ms. McWiLLiaMS. Thank you for that question, Senator. I can
tell you for a fact now that I work for a regulated entity that it
is one of the foremost issues on the mind of the governing body at
the bank as well as the board of directors. I believe that the regu-
lator’s job is to provide a blueprint for how banks are supposed to
handle cybersecurity breaches in terms of notifications and just
give a sense to the public and to Congress what regulated entities
are supposed to do if there is a cyber breach.
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I understand that in 2016 there was an Advanced Notice of Pro-
posed Rulemaking by the Federal Reserve, OCC, and FDIC seeking
comments and input on how the cybersecurity framework should be
structured, and I would like to follow up, if confirmed, to under-
stand what kind of comments have been received and what the
FDIC can do.

Senator REED. Thank you.

Dr. Goodfriend.

Mr. GOODFRIEND. I completely agree. This is a very important
issue, and I will do what I can, if confirmed, to lend my support
and whatever expertise I can to this.

Senator REED. One of the things that we have done, several my
colleagues and I have legislation that would require a simple dis-
closure in publicly reporting companies that they either have some-
one on the board or they have made arrangements to deal with the
issue of cybersecurity so that it is an action-forcing device for every
company. Does that make sense to you?

Mr. GOODFRIEND. As a principle, it makes sense to me.

Senator REED. Thank you. And, Mr. Workman, please?

Mr. WORKMAN. Yes. Senator, certainly cybersecurity is a criti-
cally important element in the insurance world. I would just ob-
serve two actions that have been taken, one by the New York De-
partment of Financial Services. I am sure you are well aware of
that. But they acted early, put together a proposal, took it to the
NAIC, and it to a very large degree influenced the NAIC action just
this past year. The New York reg. is nearing completion of imple-
mentation, and the States now have a model from the NAIC. So
I think much has been done, but never enough.

Senator REED. Thank you very much. And the Rhode Island su-
perintendent of insurance supports our approach, too, so they are
very bright in Rhode Island. I cannot explain it, but they are.

Turning quickly, Dr. Goodfriend—when Governor Powell was
here, he testified in response to my questions about the orderly
liquidation authority, and he said that his preferred option is bank-
ruptcy. However, he indicated there may come a time when bank-
ruptcy is not going to work in a very stressful situation that really
threatens the economic health of the country, just like what hap-
pened in 2007, 2008, and 2009. In that case we would really need
a backup in the form of something like orderly liquidation author-
ity. What is your view of the orderly liquidation authority?

Mr. GOODFRIEND. I agree with Governor Powell’s statement, and
I think this is a very important matter. It deserves, I think, recon-
sideration given how important it was that there was lack of clarity
and boundaries when we had the last crisis. This is so important
that I think it deserves another look-see, and if I am confirmed as
Governor, I would certainly make this a priority.

Senator REED. We have an orderly liquidation authority in place,
so the look would be to

Mr. GOODFRIEND. To make sure that it would work in practice.
I have not seen it in detail. I think there is plenty of opportunity
to kind of model this thing in various ways and check whether
there is clarity. There are boundaries that make accountability for
all the actors that would get involved in this orderly liquidation
authority to think through scenarios in which that would work.




32

{&nlci this is so important, again, that I think it deserves another
ook.

Senator REED. And the look would be, as I presume from your
comments, to ensure it works in practice, not that it be abandoned
or ignored?

Mr. GOODFRIEND. Right. I have no predilections one way or the
other, but I do believe, knowing what I know about the subject in
general, these things are complicated. And I think we have not got-
ten to the end of the line yet on where we want to be.

Senator REED. Thank you very much. Thank you all.

Ms. McWiLLiAMS. Thank you.

Chairman CrRAPO. Thank you, Senator Reed, and we are going to
have a short second round. I am going to yield my 5 minutes and
turn to Senator Shelby.

Senator SHELBY. Thank you.

I want to follow up just for a minute on the area that Senator
Tillis was going to earlier, cost-benefit analysis, explaining what
regulation costs, what are the benefits for it to the consumer, be-
cause we are all consumers. I agree with him; I do not believe that
has been explained. Oftentimes the regulators—you all would be
regulators—come up with regulations, and we say, “Gosh, they
make no sense,” or at least some of us, maybe we are laymen and
we do not know. But how do we actually develop the methodology,
which is important—Dr. Goodfriend, you understand this well. The
methodology is important in arriving at something.

Mr. GOODFRIEND. That is right.

Senator SHELBY. And what are you trying to do? You are trying
to arrive at the truth. How can we help consumers make good
choices? We know we cannot do everything. How can we put cost
on a regulation that increases the cost of doing business and it ulti-
mately falls on them?

Mr. GOODFRIEND. In terms of principles, I agree completely with
your description of the issues. There has been a tendency in some
quarters to think—well, first of all, I should say I think consumer
protection is critical, so to me it is a question of where we want
to put the emphasis. We want to balance, we want to put some of
it on the firms, but we also, I think, need to really focus better
than my sense is on consumer knowledge, educating consumers, be-
cause that would mean that consumers could be in charge of their
own lives. And really the only way to prevent a consumer from
really being exploited is to put them in the driver’s seat, make sure
that they are aware of what products are doing, and that is where
I would be in principle. My sense is that we have been doing some
of that at the Fed, but I think there is scope for doing more of that.

hSeglator SHELBY. Ms. McWilliams, do you have any comments on
that?

Ms. McWILLIAMS. Senator, I can give you my commitment that,
if confirmed, the cost-benefit analysis is something I would like to
take a close look at while at the FDIC. As somebody who worked
on regulations and had to take into account in some rulemakings
thousands and thousands of comment letters, it is crucial that we
understand how our regulations are going to impact consumers
before we promulgate them. So, yes, you have my commitment that
I will take a look at that.
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Senator SHELBY. Thank you, Mr. Chairman.

Chairman CRAPO. Thank you.

Senator Brown.

Senator BROWN. Thank you, and I will make this as brief as I
can.

Mr. Workman, again, welcome. Based on the $50 billion bank
threshold in the Wall Street Reform Act, the FSOC uses a $50 bil-
lion threshold as a factor to determine if a shadow bank could
cause systemic risk, as you know. If the Chairman’s bank deregula-
tion bill is enacted, would you recommend that FSOC also raise its
threshold fivefold to the $250 billion that the Chairman is sug-
gesting?

Mr. WORKMAN. Senator, I can just say that is treading into an
area I have not yet adequately learned about, so I cannot really
speak on that issue.

Senator BROWN. OK. Thank you for your candor. There is a rea-
sonable chance that you will be asked to at some point.

Mr. WORKMAN. Yes, indeed.

Senator BROWN. You understand that, OK.

Ms. McWilliams, it was an honor to speak to you, and I look for-
ward to meeting your Cincinnati family in a few minutes after we
are done.

Ms. McWiLLiAMS. Thank you.

Senator BROWN. Vice Chair Quarles last week promised to the
largest banks that the Fed would soon weaken leverage rules. Re-
portedly, this is despite resistance from FDIC. The Chairman’s
bank deregulation bill would undercut the leverage ratio for some
of the Nation’s largest banks. Democratic, Republican, and Inde-
pendent FDIC officials—Chair Gruenberg, Chair Bair, Vice Chair
Hoenig—have all warned about undermining capital standards
that, like leverage limits, harm financial stability. If confirmed, will
you protect the Deposit Insurance Fund by continuing the FDIC’s
opposition to weakening leverage rules for the largest banks?

Ms. McWILLIAMS. Senator, thank you for that question. If con-
firmed, it is going to be my mandate and my duty to protect the
DIF. I would like to take a look at the leverage rules. As you know,
the Federal Deposit Insurance Corporation does not have large
banks as its primary supervisory entities. The largest bank in the
FDIC portfolio does not rise to the advanced approaches level cur-
rently set at $250 billion. The leverage rules for smaller banks
should look a little bit different than the rules for the largest par-
ticipants. I can assure you that I would like to take a look at that
and make sure they are applicably and appropriately calibrated for
the size, scope, and risk of the bank.

Senator BROWN. Would you agree that a central cause of the
2008 crisis was too much leverage at the largest banks and a fail-
ure of risk-weighted capital standards?

Ms. McWiLLIAMS. Senator, I do not know that I can agree with
that statement wholly. I would want to understand the context in
which it is made.

Senator BROWN. Well, the context was what happened a decade
ago. Was a central cause of the 2008 crisis too much leverage at
the largest banks?
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Ms. McWiLLiaMS. The FDIC just recently issued a report on the
crisis, and its outcome, and I have to tell you I have not gotten
through the entire report fully in preparation for the hearing, but
fiam happy to circle back on that question with you when I am

one.

Senator BROWN. The Minnesota Fed recently recommended a le-
verage ratio of 15 percent to protect Americans from future bail-
outs. Dr. Goodfriend had said he does not think there are banks
that are too big to fail. Some here think that, some do not. I just
want to urge you to look into the fact that weakening the leverage
ratio for the largest banks can be problematic. Our job here collec-
tively is to protect the safety and soundness of our banking institu-
tions—I am not accusing you for sure—but not to protect the larg-
est banks and not to enhance the profitability of America’s largest
banks.

Thank you to the three of you.

Chairman CRAPO. Thank you, and that concludes the questioning
and the hearing with the exception of final announcements.

Before I do that, though, I want to thank all of you again for
coming and participating today and for being willing to serve your
country. And, again, I extend thanks to your families for sup-
porting you and helping you to be able to do that.

For all Senators, follow-on questions need to be submitted by
Tuesday, January 30th. And for our witnesses, responses to those
questions are due by the following Monday morning, February 5th.
So please respond quickly when you receive questions.

With that, this hearing is adjourned.

[Whereupon, at 11:52 a.m., the hearing was adjourned.]

[Prepared statements, responses to written questions, and addi-
tional material supplied for the record follow:]



35

PREPARED STATEMENT OF CHAIRMAN MIKE CRAPO
JANUARY 23, 2018

This morning, we will consider the nominations of Ms. Jelena McWilliams to be
Chairperson of the Federal Deposit Insurance Corporation; Dr. Marvin Goodfriend
to be a Member of the Board of Governors of the Federal Reserve System; and Mr.
Thomas Workman to be a Member of the Financial Stability Oversight Council.

ff_Welcome to all of you and congratulations on your nominations to these important
offices.

Illsee friends and family sitting behind you and I welcome them here today, as
well.

We are fortunate to have three highly-qualified individuals to consider for these
positions, which are critical to ensuring a safe, sound, and vibrant financial system
and a healthy, growing economy.

I am particularly excited that one of these nominees, Ms. McWilliams, is a former
staffer of mine, and is no stranger to Members who have been on this Committee
over the past several years.

Ms. McWilliams did outstanding work while she was at the Committee, and I am
fully confident she will bring the same diligence, work ethic, and intellect to the
FDIC that she showed here.

In addition to working at the Committee, Ms. McWilliams also worked as an at-
torney at the Federal Reserve during the financial crisis, and she currently is the
Chief Legal Officer, Corporate Secretary, and Executive Vice President of Fifth
Third Bank.

These varied experiences have provided her with the particular background and
expertise needed to run the FDIC.

As head of the FDIC, Ms. McWilliams would be in charge of administering the
Deposit Insurance Fund.

Additionally, in its role as a prudential regulator, the FDIC plays a critical role
in ensuring the safety and soundness of the financial system, while also promoting
economic growth.

Dr. Goodfriend also has an impressive background, having worked at the Federal
Reserve Bank of Richmond for close to 30 years.

He has written extensively about monetary and regulatory policy, and he testified
before this Committee in 2016.

His appointment comes at a critical time for the Federal Reserve.

The Fed is currently in the midst of normalizing monetary policy by winding down
its balance sheet and raising interest rates after years at the zero lower bound.

With respect to regulatory policy, the Federal Reserve is reviewing many of the
rules put in place following the crisis.

If confirmed, I look forward to working with Dr. Goodfriend on further regulatory
and monetary policy improvements.

Finally, we will consider Mr. Workman to serve as the independent insurance ex-
pert on the Financial Stability Oversight Council.

The Council is charged with identifying risks and responding to emerging threats
to financial stability, which has significant implications for both banks and nonbank
financial companies.

Mr. Workman is well-equipped to fill the insurance expert role, bringing over four
decades of practical insurance-industry experience, including serving as the head of
a major New York State insurance trade group, representing over 70 life insurance
companies.

During my meeting with Mr. Workman, I was encouraged by his commitment to
independence and desire to facilitate better collaboration between regulators and
with regulated entities.

At this time, I ask unanimous consent to enter into the record 14 letters endors-
ing the witnesses. Without objection, so ordered.

Congratulations again on your nominations and thank you and your families for
your willingness to serve.

PREPARED STATEMENT OF JELENA McWILLIAMS

To BE CHAIRPERSON AND A MEMBER, BOARD OF DIRECTORS, FEDERAL DEPOSIT
INSURANCE CORPORATION

JANUARY 23, 2018

Chairman Crapo, Ranking Member Brown, and Members of the Committee, as a
former staff member, it is my privilege to appear before you today. I am truly
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honored and humbled to be nominated to lead the Federal Deposit Insurance Cor-
poration (FDIC). I would like to thank the President for entrusting me with this
nomination, and Senators Crapo, Shelby and Olympia Snowe for giving me an op-
portunity to serve our country.

I would also like to thank my father, Obrad Obrenic, a World War II veteran who
taught me there is no substitute for personal integrity and hard work; my mother,
Branka, who always believed in me; my brother, Nenad, a beekeeper and a great
father; and my daughter, Maya McWilliams, whose humility reminds me every day
to be a better person.

My father was born in 1925 in impoverished Montenegro. He was born in a king-
dom, fought fascism and Nazism in his youth, survived communism and socialism
as an adult, and is now living out his golden years in democracy. His difficult jour-
ney was pivotal in my decision to leave the former Yugoslavia for a system built
upon the rule of law. I arrived in the United States by myself on my 18th birthday
with $500. Appearing before you 26 % years later as the nominee to lead a historic
Federal agency is nothing short of an American Dream.

The FDIC is an independent agency created by the Congress to maintain financial
stability and public confidence by insuring deposits; examining, supervising and re-
solving financial institutions; and managing receiverships.

I believe that my background and professional experience have prepared me well
for this challenge. I currently serve as the Chief Legal Officer, Corporate Secretary,
and Executive Vice President of Fifth Third Bancorp, a regional bank headquartered
in Cincinnati, Ohio. I serve on the bank’s executive committee and advise the senior
management and the Board of Directors on legal, compliance, and regulatory mat-
ters. I oversee over 70 attorneys and support staff.

Prior to joining Fifth Third, I had the honor and privilege to serve on this Com-
mittee under Chairman Crapo’s and former Chairman Shelby’s leadership, most re-
cently as Chief Counsel and Deputy Staff Director. My experiences on this Com-
mittee and as a staff attorney at the Federal Reserve Board of Governors have
uniquely prepared me to oversee the FDIC and to coordinate its multi-agency initia-
tives in the United States and abroad.

Also, having served as a corporate officer of a regulated entity, the totality of my
experiences has afforded me a 360-degree view of our financial system and the insti-
tutions that regulate it. If confirmed, I am confident that I can effectively lead the
FDIC in its mission to ensure the safety and soundness of insured depositories while
balancing consumer protection and the need for available credit to grow the econ-
omy.

One of the side effects of the civil war that broke apart the former Yugoslavia
was a collapse of its financial system. My parents’ meager savings disappeared over-
night when a local bank closed its doors. Yugoslavia had no deposit insurance and
my then 68-year old father returned to work as a day laborer. I can assure you that
the core mission of the FDIC resonates profoundly with me and, if confirmed, I will
not take its mission or my duties lightly. Thank you.
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STATEMENT FOR COMPLETION BY PRESIDENTIAL NOMINEES

Name: McWilliams Jelena
(Last) (First) (Other}
Position to which sominated:  Board Member and Chiaitman, FDIC
Date of nomiination: /12017
Date of birth: 27 July 1973 Place of birth: Belgrade, Serbia
{Day) M) {Yeir)
Marital Status: ~ Divorced. Full name of spouse: n/a

Name and ages of children: Gabriela Maya McWilliams (16)

Education: Dates Degrees Dates of
" Berkéley Sckiool of Law (Boalt Hally _ _
Univesityof Califomia at Berkeley. 0811999052002 1D, 052002
University of Califoria al Berkeley 08/1997-05/19%9.  B.A. 0511999
$an Joaquin Delta College VRIS9Z-1201994  AA. 121994
Honors List below all scholarships, fellowships, honorary degrees, military medals, honorary
and awards: society. memberships and any other special recognitions for outstanding service or

*Top.12 Business Women in Ohio 2017" by the National Diversity Council (2017)
U.C. Beikeley Alumii Scholar (1997-1999)

ULC. Berkeley Dear’s List (1997-1999)

Golden Key International Honour Society.(1997-1999)

Kosovac Prize for the Serior Thesis, ULC. Berkeley (1999)

-mwsm List below all memberships.and offices held in professional, fraternal, business, seholatly,

oivic, charitable and ofher organizations,
Organization Office held (if arty). Dates
Califorsia Bar Association Ba license 2002 - present
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Employment record:  List below all positions held sinice college, including the titls or description of job, name

of employment, location of work, and fnclusive dates of employment.

12017~ present Fifih Third Benk, Cincifned, 044
Executive Vice President; ChiefLegal Officér and Corporate Secretdry
2012 - 122016 UsSmCmmemijung.ngnd,ummmMmDC
Chief Counsel and Deputy Staff Ditector .(09/2016-12.2016)
ChieF Chmse] (1/2015-0972016),
Senior Counsel (7/2012-122015)
82010612012 U.S. Senate Commitiee on Sniall Busicess and Entrepreneurihip, Waskiington, DC
‘Agsistaat Chief Counsel (0872011-6/2012)
Sénior Counsel (0872010:8/2011) fam detail from the Federial Reserve]
4007812010 Board of Govemors of the Federal Reserve System, Washington, DC
Attomey, Divisian of Consumer and Commurity Affairs
312005~ 312007 Hogan & Hartson LLP (bow Hogal Lavells LLP), Washington, DC
9002472005 Mofrison & Foerstér LLP, Pald Alto, CA
Associte, Carprate Group
Government
experierice: meexpemcemonﬁxedmmn wnhFedm],sm,orlmlgommm

Publshed
Writings:

Palitical
Affiliations
and activities:

Confributions;

including any advisory, consultative, honorary or other part time service or-pbsitions.
Formerly by:
(1) UsS, St ot on Bankin, Holising nid Uiban Affirs (12012-12/2016)

{2) U.S: Senate Comimittee on Small Bissiness and Entreprenentship ($2010-6/2012)
(3) The Board of Govemors of the Federal Reserve System (412007-212010)

List the titles, publishers and dates-of books, articles, reports or other published materials
NONE

List memberships and offices held in-and services rendered to all political parties or
éliection committees during the last 10 years.

NONE

Itemize all political contributions of 3500 or more to any individual, campaign
organization, political pariy, political action committee or similar entity during the last
¢ight years and identify specific amounts, dates, and names of recipients.

NONE
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Qualificstions:  State fully your qualifications-to serve in the positior to which you have béer named.
(attach shee()

PLEASE REFERENCE THE ATTACHED RESUME

Fatare émployment
relationships: 1. Indicate whether you will sever all cotinections with your present employer, business,
fitm, association or organization if youare confirmed by the Senate.

YES

2. As far as can'be foreseen, state whether you have any plans after completing
government service o fesume employmens, affiliation or practice with your previous
employer, business fifm, association or organizafion.

NO

3. Has anybody made you a commitment toa job after you leave government?
NO

4, Do you expect to serve the full term for which you have been appointed?
YES

Pofential eonflicts .
of interest: 1. Describe any financial arrangements or deferred compensation agreements or other
continuing dealings with business associates, clients or customers who will be
ffectéd by policies which you vill infhience in the position to-whickyou have beo
nominated.

NONE

2, List any investments, obligations, labilities, or othe relationships which might invalve
potential confliots of inferest with the position to Which you have been ominated:

I currently hold unvested common stock, restristed stook units, and stock
appreciation rights oF Fifth Third Bank. If [ resign after February 3, 2018, one-third
of the shares of restricted stotk wnits and stock-appreciation rights will vest. My
restricted stock units and stock appreciation rights will be paid in cash upon
fesignation frof Fifth Third, Upon resignation, I will foffeit all unvested common
stock, and any remaining unvested restricted sfock units and stock-apfireciation
rights, as stipulated in my letter from the Office of Govemment Ethics,
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3. Describe any business rlationshi, dealing or finanoial ransaction (othet than fax
paying) which you have had during the last 10.years with the Federal Government,
whethier for yourself, on behalf of & client, or dcting as an agent, that might in any
way constitute or result in & possible conflict of interest with the position*to which
you have been nominated,

NONE

4, Listany lobbying actifity during the past ten years in which you have engage in for the
purpose of directly or indireetly influencing the’ passage, defeat or modification of
any legislation at the national level of government of affecting the-admiristration and
execution of national law or public policy.

NONE
5. Extplain how You will résolve any conflict of interest that may be disclosed by your
responses to the items above.

NIA

Civil, criminal and

inyestigatory .

attions: 1. Give the full decails of any civil or criminal proceeding i which you were a defendant
or any inquiry or investigation by a Federal, State, or local agency iri which you were
the subject of the inquiry or investigation.

NONE

2, Give the full details of any proceeding, inquiry-or fnvestigation by any proféssioral
association iricluding any ber association in which you were the subject of the
proceeding, inquiry o iovestigation,
NONE
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JELENA MCWILLIAMS
3830 Michigan Avere, Cincinnadi, O 45208; jelena37@yahoo.coin; 202.230.6776

PROFESSIONAL EXPERIENCE

Fifth Third Bank January 2017 Present

Execlatve Vice President, Chtef Legal Officer and Corporate Secrefary

Fifth Third Bank (NASDAQ:FITE) has epprox. $142B in assets and 19,000'employees with presence in 10 states,

» Responsible for all aspects of the company’s legal affairs (regulatory, corporate:povernance, transuctional,
litigation, ofc.) and public. company filings and disclosures; report directly to the-GEO.

+ -Advise CEO, senior midnagentedit and the Board ot'nlmrsonlegal. wmpllma, risk and business matters.,
o Oversez.and manege Chief Legal Officer organizati d of appraximately 70 attoreys.and additional
‘paralegals, government relations and staff réspopsible fomguimry examination; feritor and develop staff

identify high leve] staffing needs"and hire besttalent.
»  Serve 25 a member of the executive (Enterprise) management team and the following.bank committees;
mngzmtt:mphme, Enterprise Risk, Risk and Compliarice, Operational Risk; Enterprise Marketing, and

. Cmmm closely with Risk and Compliance departments and various business lines on daytoday
management matters'and busiriess decisions affecting safety and sotindness, consumers, reputdtional fisk and
bk culture; manage relationships with regulaory agericies.

»  Represent Fifth Third on the managing board of The Clearing House and as a member of the Financial
Services Roundtable, as well as other trade associations.

.8 Sénate Committes.on Banking; Housing and Urban Affairs July 2012 ~ December 2016

Clilef Connisel, Chairman Shelby Janiiny 2015 - Décémber 2016:

Senior Counsel, Ranking Member Craps- February 2013 - December 204

Senior Counsel, Ranking Member Shelby  Jiely 2012 ~January 2013

+  Provide counse] and draff fegislation on prudential banking regulation, systemic risk, consumer protection,
mwmmmﬂm:mmmmmmdgemﬂ banking issues.

s Organize commitiee hearings and preparems,:pceehes, hedring documents, policy resommendations.

+ Engageinoversight of FSOC, FRB, FDIC, OCC, CFPB, NCUA, SEC, CFTC; FHRA, FHA, HUD, and OFR,
a3 ell as DO and DOL on appmmanjunsdnctnmi miatters.

o Lead discussions with law enforcement and fegulatory hgencies regarding criminal and-civil matters related to
banks and non-bank financial jnstitutions, financial and white collar crimes, consumer fraud, market
anipulations, mortgage and hausing-related setilements; oversee Committze investigations aod inuiries.

«  Engage with U.S. tind foreign regulators on Dodd-Frank and Basel Ul implémentation, capital and liquidity

-requirements, enhanced prudential regulation of SIFs, siress testing (CCAR, DFAST, CLAR), G:S1Bs and
Adyanced Approaches, living wills, enforcement actions and settlemenis, FSOC designations, FSB directives,
European Council and Parliament resolutions, em-borderhamummoﬁ of regulatory requirements,
trealment of U.S. subsidiaries of foreign banki ions, money lsmdannm sanctions; cybersecurity,
finencial services in trade negotiations (TPP and TTIP), and other financial services issues.

«  Participate in meetings With members of U.S: Gonsms ‘heails of federal régulatory agencies; foreign
regulators and membérs.of parlidments, execitive Jevel management at régilated entities, trade associations,
think tanks; NGOs and foreign delegations.

# Coordinate legislative efforts with Senate leadershipand various. Senate committess (Apptoptiations, Fiance,
Judiciary, Foreign Relatians, Small Business, HELP), including drafting, reviewing and analyzing legistifion.

»  Manage and mientor a team of 10 lawyers and professional staff.
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JELENA MCWILLJAMS
3530 Michigan Aveniue, Cincinnati, OH 45208;. jelena37@patioo.comy; 202.230.6776

U.5. Senate Small Businéss sind Entrepreneurship Cominiftee Angust 2010 - June 2012

Assistant Chief Cotinsel, Ranking Mémber Snovie o

s Prircipal advisor hatidling financial services, banking regulation and pruderitiel regulators, cansumes
prosection and CEPB, economic and monetary policy; budget, federal debt and deficit, small business issues.
Pmedmmmda. floor statements, speeches, hearing documents, op-eds, press releases, policy and vote.

» Wﬂﬁmﬁrmhmmmmweﬁm&mmm the Senate Commerce Comimittes and
the Senate Budgel Comimittee in addition to the Sente. Smiall Business Commifies,

Federal Resérve Board of Governors (FRE), Washington, DC April 2007 - August 2070

Attorney, Division of Consumer and Commanity Afflrs, Regulations Section
v Performed legal research and analysis of consumer financial services anq banking regulations, including TILA

Z; ope-and elosed-end credit), FCRA (Reg, V9, GLBA (Reg, P), CARD Act, FACTA, UDAP/UDAAP.

+ Drafted consumer protection regulations; wmwﬁaMmlyudwmmuﬁMmunwlamryWs.
respmded to consumer complaints.

+  Prepared respanses to public-and congressional inquiries, organized public hearings, briefed Federal Resérve
Govemors, attended FOMC and various Board of Governors’ meetings.

»  Frequently interected and coordingted with the Legal Division, Division of Bank Supérvisior and Régulation;
and Division of Research and Statistics. ) )

»  Menaged consumer testing of financial disclosures forhpme morigages nd home equity lines of credit.

Developed modé] consumer distlosures-and drafted accomipanying regulations and staff commeritary.

o Collaborated with FDIC, FTC, NCUA, OCC, OTS and SEC-on several interagency rulemakings; negotiated
‘proposed fegulatory text; prepared, reviewed and revised'the Federsl Register notices for publication,

Hogan & Hartson LLP {now Hogan Lovells LLP), Washitiglon, DE May 2005 - March 2007
Associate, Corporate and Business Finance Group &

«  Counseled clients on-over §12B of mergersand zcquisitiohs and $2B:of debt and equity public offerings.

«  Panicipated mallsmwnfmplexmwmwh investment banks and aceountants on behalf ofissuers.
» “Counseled NASDAQ and NYSE-listed companies in corporate; trarisactional afid securities mattérs.

o Preparet periodic filings and advised management on Sarbanes:Oxley Act compliance.

-

Morrison & Foerster LLP, Palo Alto, CA September 2002 - April 2005
Assoctute, Corporate Group

» - Counseled tlients on over $1B of public.offerings of debi and equity securities.

o Advised managsment and boards of directors on corporate govemance, compliance and reporting requirements

ider iie Securities Act of 1833 anid-the Securities Exchange-Act of 193¢,

» ‘Represenited publicly- and privately-held compariies in mesgers and acquisitions, securities offerings, strdtegic

business ventures (U.S. and cross-border), venture capital investments and general corporate matters.
EDUCATION

Univessity of Californis at Berkeley, Boalt Hall School of Law Juris Doctor 2002
Highest Honitirs for 1D thrests; miember of the Federalist Society and Business, Technology anid Intetnational Law
Joumnals, :

University of California at Berkeléy ‘Bachelor of Arts (Highest Honors) 1999
Political Science (major), Mass Communications (minor); Alumni Scholar; Dean's Honor List, High Distinction.
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PREPARED STATEMENT OF MARVIN GOODFRIEND
To BE A MEMBER, BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

JANUARY 23, 2018

Chairman Crapo, Ranking Member Brown, and Members of the Committee, thank
you for the opportunity to appear before you today. I am honored to have been nomi-
nated by President Trump to serve as a Member of the Board of Governors of the
Federal Reserve System. None of this would have been possible without the support
of my best friend and wife Marsha, who is sitting behind me, and without the sup-
port of my sister Miriam, who is watching at home. I would also like to recognize
my parents’ for developing in me at an early age a keen interest in public policy.

As the Nation’s central bank, the Federal Reserve has many responsibilities that
are at the foundation of our economic prosperity and well-being. Guided by the goals
of maximum sustainable employment, price stability, and financial stability, and
with lessons from its past, the Federal Reserve must be alert to future challenges.

I have spent my 40-year career as an economist focused on central banking in
general and the Federal Reserve in particular. The Federal Reserve Bank of Rich-
mond had been my primary place of employment for more than 25 years when, in
2005, I joined the faculty of Carnegie Mellon University in Pittsburgh. I've written
about and contributed to the policy debate from both “inside” and “outside” the Fed.
If confirmed, I look forward to putting my knowledge and judgment—developed as
both an academic and practitioner—to work as a Governor, and to contributing my
voice and experience to addressing current policy issues. I intend to draw on my
academic and professional experience to promote policies that would further in-
crease transparency and accountability at the Federal Reserve.

My years at the Federal Reserve Bank of Richmond gave me a deep appreciation
of the role of the regional Reserve Banks in the Federal Reserve System. The re-
gional system encourages diverse perspectives and innovative thinking. As a Mem-
ber of the Board of Governors, I would look forward to hearing and considering this
diversity of views in making policy.

I have also gained policy experience at other Government and central banking in-
stitutions. These experiences ranged from being a staff economist for the Council of
Economic Advisers in the Reagan administration, to serving in central bank advi-
sory roles, and participating in external reviews for several central banks abroad.

My publications use monetary theory, central bank practice, and Federal Reserve
history to investigate policy issues. I've enjoyed my past 12 years teaching courses
in monetary policy, money and banking, and international trade and finance at Car-
negie Mellon’s Tepper School of Business.

I would like to thank the Committee for the opportunity to appear before you
today and for considering my nomination. If confirmed, I look forward to working
with you in the years ahead. I would be pleased to answer your questions.
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STATEMENT FOR COMPLETION BY PRESIDENTIAL NOMINEES

Name: Goodfriend, Marvin Seth

Position to which nominated: Member of the Board of Govemnors of the Federal Reserve System
Date of nomination: § January 2018

Date of Birth: 6 November 1950 Place of birth: New York City

Marital Status: Married (Married on § October 2017 to Marsha Stroh Shuler.)

Name and ages of children: None

Education: Dates Degrees Dates of
Institution attended received degrees
Union College 1968-1972  B.S. Mathematics 1972

Brown University 1973-1978 M.AJPh.D. Economics 1978

Honors List below all scholarships, fellowships, honorary degrees, military
and awards: medals, honorary society memberships and any other special
recognitions for outstanding service or achievement.

George Leland Bach Excellence in Teaching Award, MBA Program, Tepper
School of Business, Carnegie Mellon University, Pittsburgh, PA, April 2016

Teaching Award for Excellence in the Classroom, Undergraduate Economics
Program, Tepper School of Business, Camegie Mellon University,
Pittsburgh, PA, May 2007

Memberships: List below all memberships and offices held in professional, fraternal,
business, scholarly, civic, charitable and other organizations.

Organization Office held (if any) Dates

Bank of Japan Institute for Monetary | Honorary Advisor 2010-Present
and Economic Studies

Carnegie Rochester NYU Conference | Co-editor, Advisory Board 2010-Present
Series on Public Policy Member, Advisory Committee | 1998-Present
Shadow Market Committee Member 2009-Present
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Organization Office held (if any) Dates
Federal Reserve Bank of New York, | Member 2009-Present
Economic Advisory Panel
National Bureau of Economic Research Associate 2007-Present
Research, Program on Monetary
Economics
American Economic Association Member 1978-Present
Federal Reserve System, Centennial Member 2011-2013
Advisory Council
Federal Reserve Bank of New York, | Member 2008-2009
Monetary Policy Advisory Panel

Employment Record: List below all positions held since college, including the title or description
of job, name of employment, location of work, and inclusive dates of
employment.

Friends of Allan Meltzer Professorship, Tepper School of Business, Carnegie Mellon
University, Pittsburgh, Pennsylvania, October 2012-present

Professor of Economics, Tepper School of Business, Carnegie Mellon University,
Pittsburgh, Pennsylvania, September 2005-present

Chairman, Gailliot Center for Public Policy, Tepper School of Business, Camegie
Mellon University, Pittsburgh, Pennsylvania, September 2005-2012

Senior Vice President and Policy Advisor, Federal Reserve Bank of Richmond, Richmond,
Virginia, 1999 to 2005

Chief Monetary Policy Advisor, Federal Reserve Bank of Richmond, Richmond, Virginia,
1993 to 2005

Senior Vice President and Director of Research, Federal Reserve Bank of Richmond,
Richmond, Virginia, 1993 to 1999

Associate Director of Research, Federal Reserve Bank of Richmond, Richmond, Virginia,
1990-1992

Vice President, Federal Reserve Bank of Richmond, Richmond, Virginia, 1984-1990

Research Economist, Federal Reserve Bank of Richmond, Richmond, Virginia, 1978
Officer, 1980
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While the Federal Reserve Bank of Richmond was my main employer from 1978 to 2005, I
accepted temporary positions away from Richmond, Virginia on the following occasions:

Visiting Professor of Business Economics, Graduate School of Business, University of
Chicago, Chicago, Illinois, September1988-to June 1990: Macroeconomics, Money and
Banking

Visiting Associate Professor, University of Rochester, Rochester, New York, 1986-87:
Intermediate Macroeconomics, Monetary and Banking Policy

Senior Staff Economist, Council of Economic Advisers, White House, Washington, D.C.,
1984-1985

Visiting Economist, Econometrics and Computer Applications Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System, Washington,
D.C., 1982-1983

I commuted from my home in Richmond, Virginia to teach at the following institutions:

Adjunct Professor of Economics, Graduate School of Business, University of Chicago,
Chicago, Illinois, Fall semester 2001: Money and Banking

Term Professor, University of Virginia, Charlottesville, Virginia, 1995-2000: Graduate
Monetary Economics, Undergraduate Macroeconomic Policy

Visiting Professor, University of Virginia, Charlottesville, Virginia, 1993-95: Graduate
Monetary Economics

Visiting Associate Professor, University of Virginia, Charlottesville, Virginia, 1987:
Macroeconomic Policy

I taught the following courses while in graduate school at Brown University and living in Providence,
Rhode Island:

Teaching Associate, Brown University, 1977: International Monetary Relations in the
Twentieth Century

Instructor, Wheaton College, Norton, Massachusetts, 1977: Applied Statistics, International
Economics, Mathematical Economics

Teaching Assistant, Brown University, 1974-77: International Finance, Macroeconomics,
Microeconomics, Public Finance



48

Goodfriend Page 4

I was commissioned to do the following external reviews of central banks abroad:

Commissioned by the Swedish Riksdag, with Mervyn King, Governor Bank of England
2003-2013, to undertake an Extemnal Review of the Riksbank and Swedish Monetary Policy:
Visited Stockholm for extensive interviews in March, June, September 2015, published

Review of the Riksbank’s Monetary Policy 2010-2015, January 2016 (144 pages),
November 2014 to May 2016

Member, Panel for External Review of Swedish Riksbank Research Division (with Lucrezia
Reichlin and Greg Udell), October 2008

Member, “Norges Bank Watch 2007 Panel (with Knut Mork and UIf Soderstrom) to
evaluate the conduct of Norwegian monetary policy, December 2006—February 2007

Member, Three-Person Panel (with Otmar Issing and John Murray) for Exteral Review of
Research and Policy Support Activities at the Swiss National Bank, Zurich, Switzerland,
August-September 2006
Member, Three-Person Panel (with Rafael Repullo and Reiner Konig) for the External
Evaluation of Research Activities at the European Central Bank, September 2003-February
2004
I was employed as an Honorary Advisor to the Institute for Monetary and Economic Studies
of the Bank of Japan, to help organize and attend the annual spring international conference
in Japan, 201 1-present

I was paid as a Visiting Scholar or Research Fellow for longer stays on three occasions:
Visiting Scholar, Federal Reserve Bank of New York, 5-weeks, July-August, 2006-2009

Visiting Research Fellow, Institute for International Economic Studies, University of
Stockholm, Stockholm, Sweden, November-December 1992

Visiting Scholar, Swiss National Bank, Zurich, Switzerland, May to July 1988

1 was paid as a Visiting Scholar or Economic Advisor for shorter stays on the following occasions:
Economic Advisory Panel, Federal Reserve Bank of Cleveland, September 8, 2011
Visiting Scholar, De Nederlandsche Bank, Amsterdam, The Netherlands, June 2010

Visiting Scholar, Bank of Japan, Tokyo, September-October 2010
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Visiting Scholar, Federal Reserve Bank of Atlanta, 2007, 2009; Federal Reserve Bank of
Kansas City, 2008-2009; Research Associate, Federal Reserve Bank of Cleveland, 2008-
2010

Visiting Scholar, Board of Govemors of the Federal Reserve System, September 1992, July
1999, and September 2007

Visiting Scholar, International Monetary Fund, Research Department, February 1990,
October and December 2003, and March 2006 .

Visiting Scholar, Centre for Financial Studies, Frankfurt, Germany, June 1999

Technical Assistance Expert, International Monetary Fund, Inflation Targeting
Seminar, Central Bank of Brazil, Rio de Janeiro, May 1999 and July 2000

Visiting Scholar, European Central Bank, Frankfurt, Germany, February 1999

Technical Assistance Expert, Saudi Arabian Monetary Agency (SAMA),
Riyadh, Saudi Arabia, March 3-11, 1994

I was paid to speak abroad on two occasions:

Guest of United States Studies Center, University of Sydney, Sydney, Australia, June 9-13,
2008

Guest of Reserve Bank of India, Mumbai, India, October 1-10, 2007, and Invited Foundation
Day Lecture, Silver Jubilee of the Reserve Bank of India Archives, October 5, 2007

Government experience: List any experience in or direct association with Federal, State, or local
governments, including any advisory, consultative, honorary or other part
time service or positions.

Member, Economic Advisory Panel, Federal Reserve Bank of New York, 2009-present. (The
Federal Reserve Banks were chartered by Congress to fulfil a public purpose and are part of the
Federal Reserve System. The Federal Reserve Banks are not, however, considered Federal
govemment agencies and are usually not deemed to be part of the Federal government.)

Member, Monetary Policy Advisory Panel, Federal Reserve Bank of New York, 2008-2009

Member, Federal Reserve System’s Centennial Advisory Council, 2011-2013
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The Federal Reserve Bank of Richmond was my main employer from 1978 to 2005:

Senior Vice President and Policy Advisor, Federal Reserve Bank of Richmond, 1999 to
2005

Chief Monetary Policy Advisor, Federal Reserve Bank of Richmond, 1993 to 2005

Senior Vice President and Director of Research, Federal Reserve Bank of Richmond, 1993
101999

Associate Director of Research, Federal Reserve Bank of Richmond, 1990-1992
Vice President, Federal Reserve Bank of Richmond, 1984-1990

Research Economist, Federal Reserve Bank of Richmond, Richmond, Virginia, 1978;
Officer, 1980

While the Federal Reserve Bank of Richmond was my main employer from 1978 to 2005, I
accepted two Federal govenment jobs away from Richmond, Virginia on the following occasions:

Senior Staff Economist, Council of Economic Advisers, White House, Washington, D.C.,
1984-1985

Visiting Economist, Econometrics and Computer Applications Section, Division of
Research and Statistics, Board of Govemnors of the Federal Reserve System, Washington,
D.C, 1982-1983

1 was visiting scholar at the following Federal Reserve Banks:

Visiting Scholar, Federal Reserve Bank of New York, 5-weeks, July-August, 2006-2009, at
the Federal Reserve Bank of New York

And for short stays:
Economic Advisory Panel, Federal Reserve Bank of Cleveland, September 8, 2011
Visiting Scholar, Federal Reserve Bank of Atlanta, 2007, 2009; Federal Reserve Bank of
Kansas City, 2008-2009; Research Associate, Federal Reserve Bank of Cleveland, 2008
2010; Economic Advisory Panel, Federal Reserve Bank of Cleveland, September 8, 2011

Visiting Scholar, Board of Governors of the Federal Reserve System, September 1992, July
1999, and September 2007
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Published Writings: List the titles, publishers and dates of books, articles, reports or other
published materials you have written,

T'have done my best to identify titles, publishers, and dates of books, articles, reports, and other
published materials, including a thorough review of personal files and searches of publically
available electronic databases. Despite my searches, there may be other materials I have been
unable to identify, find, or remember. I have located the following:

ACADEMIC JOURNALS:

"A Note on the Neutrality of Temporary Monetary Disturbances," with Robert G. King,
Journal of Monetary Economics, May 1981, pp. 371-85

"An Alternate Method of Estimating the Cagan Money Demand Function in

Hyperinflation Under Rational Expectations," Journal of Monetary Economics,
January 1982, pp. 43-57.

"Discount Window Borrowing, Monetary Policy, and the Post-October 6, 1979

Federal Reserve Operating Procedure,” Journal of Monetary Economics,
September 1983, pp. 343-56,

Discussion of Preston Miller, "Income Stability and Economic Efficiency Under Alternative
Tax Schemes.” In Karl Brunner and Allan Meltzer, eds., Camegje-Rochester Conference
Series on Public Policy, Vol. 20 (1984), pp. 143-45.

Book review of Frank Hahn, Money and Inflation, Boston: MIT Press 1983, Joumnal of
Money, Credit, and Banking, August 1984, pp. 382-85.

"Reinterpreting Money Demand Regressions." In Karl Brunner and Allan Meltzer, eds.,
Camegie-Rochester Conference Series on Public Policy, Vol. 22 (1985), pp. 207-41.

Book review of C. Goodhart, Monetary Theory and Practice, the UK. Experience,

London: MacMillan Press, 1984, Journal of Monetary Economics, May 1985,
pp. 383-88.

"Monetary Mystique: Secrecy and Central Banking." In Contributions in Honor of Karl
Brunner, Journal of Monetary Economics, January 1986, pp. 63-92; reprinted in
Monetarism, A. Chrystal, ed., London: Edward Elgar Publishing, 1990.

"Interest Rate Smoothing and Price Level Trend-Stationarity,” Journal of Monetary
Economics, May 1987, pp. 335-48.
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Discussion of Mark Gertler, "Financial Structure and Aggregate Economic Activity: An
Overview," Conference on Recent Developments in Macroeconomics, Journal of

Money, Credit, and Banking, August 1988, part 2, pp. 589-93.

Review Essay on Central Bankers, Bureaucratic Incentives, and Monetary Policy, edited by
E.F. Toma and M. Toma, Boston: Kluwer Academic Publishers, 1986; Joumnal
of Monetary Economics, November 1988, pp. 517-22.

"Central Banking Under the Gold Standard." In Money, Cycles, and Exchange Rates:
Essays in Honor of Allan H. Meltzer, Karl Brunner and Allan Meltzer, eds., Camegie-
Rochester Conference Series on Public Policy, Vol. 29 (1988), pp. 85-124.

Book review of Jacob Cohen, The Flow of Funds in Theory and Practice, Boston:
Kluwer Academic Publishers, 1987, Journal of Economic Literature, September
1989, pp. 1187-88.

Discussion of K. Cuthbertson and M. Taylor, "Money Demand, Expectations, and the
Forward-Looking Model," Conference on Understanding Velocity, Journal of Policy
Modeling, Summer 1990, pp. 317-22.

"Interest Rates and the Conduct of Monetary Policy." In Allan Meltzer and Charles Plosser,
eds,, Camegie-Rochester Conference Series on Public Policy, Vol. 34 (1991), pp. 7-30.

"Information-Aggregation Bias," American Economic Review, June 1992, pp. 508-19.

Book review of The Political Economy of American Monetary Policy, Thomas Mayer, ed.,

New York: Cambridge University Press, 1990, Journal of Money, Credit, and Bankmg,
May 1992, pp. 274-76.

Book review of James L. Pierce, The Future of Banking, New Haven: Yale University
Press, 1991, Joumnal of Economic Literature, March 1993, pp. 253-4.

Discussion of Alberto Giavannini, "Central Banking in a Monetary Union: Reflections on
the Proposed Statute of the European Central Bank." In Allan Meltzer and Charles

Plosser, eds., Camegie-Rochester Conference Series on Public Policy, Vol. 38 (1993),
pp. 231-38.

"Why We Need an "Accord" for Federal Reserve Credit Policy," Journal of Money, Credit,
and Banking, August 1994, Part 2, pp. 572-80. Reprinted in Federal Reserve Bank of

Richmond Economic Quarterly, Winter 2001, pp.23-32.

"Early Development,” with John McDermott, American Economic Review, March 1995, pp.
116-33.
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Discussion of "The Impact of Monetary Policy on Bank Balance Sheets," by Anil Kashyap
and Jeremy Stein. In Allan Meltzer and Charles Plosser, eds., Camegie-Rochester
ies on Public Policy, Vol. 42 (1995), pp. 197-202.

Book review of The Future of Central Banking: The Tercentenary Symposium of the Bank
of England by Forrest Capie, Charles Goodhart, Stanley Fischer, and Norbert Schnadt,

London: Cambridge University Press, 1994, Journal of Economic Literature, December
1996, pp. 1963-65.

"A Framework for the Analysis of Moderate Inflations," Journal of Monetary Boonomigs,'
June 1997, pp. 45-65.

"The New Neoclassical Synthesis and the Role of Monetary Policy,” with Robert G.
King. In B. Bernanke and J. Rotemberg, eds., National Bureau of Economic Research
Macroeconomics Annual 1997, Cambridge: MIT Press, pp. 231-95.

"Industrial Development and the Convergence Question," with John McDermott,
American Economic Review, December 1998, pp. 1277-89.

"The Role of a Regional Bank in a Syszem of Cenrral Bank&“ ]n Bermen McCal[um and
Charles Plosser, eds., Ca : :

51(1999), pp. 51-71. Repnnted in Fodmlllﬁm Bank ofRichmond 2000 Annual
Report, and Economic Quarterly, Winter 2000, pp. 7-25.

“Overcoming the Zero Bound on Interest Rate Policy." In proceedings of a Federal
Reserve System Conference, "Monetary Policy in a Low Inflation Environment,”
Joumal of Money, Credit, and Banking, November 2000, Part 2, pp. 1007-35. Reprinted
in Recent Developments in Monetary Policy, Alec Crystal and Paul Mizen, eds.,
London: Edward Elgar 2009 (The International Library of Critical Writings in
Economics edited by Mark Blaug).

“Federal Reserve Asset Acquisition: A Proposal,” with J. Alfred Broaddus, Jr., Panel
Presentation at the Federal Reserve Bank of Cleveland Conference on Declining
Treasury Debt, Journal of Money, Credit, and Banking, August 2002, Part 2, pp. 946-51.

“Monetary Policy in the New Neoclassical Synthesis: A Primer,” [nteational Finance,
Summer 2002, pp. 165-92. Reprinted in Federal Reserve Bank of Richmond Economic
Quarterly, Summer 2004, pp. 21-45. Translated into Swedish and reprinted in
Swedish Riksbank Penning-och v litik (Tidskrift utgiven av Sveriges Riksbank]
2007:2, pp. 5-32.
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Discussion of “Efficient Inflation Targets for Distorted Dynamic Economies,” by Costas
Azariadis and Raphael Lam. In Federal Reserve Bank of Cleveland Conference on Low
Inflation Economies, Journal of Money, Credit, and Banking, November 2003.

Book Review of Towards a New Paradigm for Monetary Economics by Joseph Stiglitz and

Bruce Greenwald, London: Cambridge University Press, 2003, Journal of Economic
Literature, June 2005, pp. 503-4.

“The Incredible Volcker Disinflation,” with Robert G. King. In Camegie-Rochester

Conference Series on Public Policy, Essays in Honor of Bennett T. McCallum, Joumnal
of Monetary Economics, July/August 2005, pp. 981-1015.

“A Framework for Independent Monetary Policy in China,” with Eswar Prasad, CESifo
Economic Studies, January 2007, (Intenational Monetary Fund, Working Paper 06/111.)

“Banking and Interest Rates in Monetary Policy Analysis: A Quantitative Exploration,”
with Bennett T. McCallum, Carnegie-Rochester Conference Series on Public Policy,
Jounal of Monetary Economics, July/August 2007, pp. 1480-1507. Reprinted in
Recent Developments In Monetary Policy, Alec Crystal and Paul Mizen, eds., London:

Edward Elgar 2009 (The Intenational Library of Critical Writings in Economics
edited by Mark Blaug).

"How the World Achieved Consensus on Monetary Policy," Journal of Economic
Perspectives," Volume 21, Number 4, Fall 2007, pp. 47-68.

“Elements of Effective Central Banking: Theory, Practice, and History,” Economic
Developments in India (Volume 118, 2007), pp. 51-66.

“The Great Inflation Drift” (with Robert G. King), presented at The NBER Great Inflation
Conference, September 2008, in The Great Inflation, edited by M. Bordo and A.

Orphanides, National Bureau of Economic Research, University of Chicago Press 2013.
(NBER Working Paper #14862, April 2009.)

Discussion of T. Jordan, M. Peytrignet, and E. Rossi “Ten Years Experience with the Swiss

National Bank’s Monetary Policy Strategy,” at the Swiss National Bank Conference
“The SNB’s New Monetary Policy Framework Ten Years On,” Zurich, Switzerland,
October 2009 in Swiss Journal of Economics and Statistics, March 2010, pp. 91-100.

“Central Banking in the Credit Turmoil: An Assessment of Federal Reserve Practice,”
Journal of Monetary Economics, January 2011, Volume 58, Issue 1, pp. 1-12. Prepared
initially for presentations at the Bank of Japan International Conference: Financial
System and Monetary Policy Implementation, May 2009 and the Conference on
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Monetary-Fiscal Policy Interactions, Expectations, and Dynamics in the Current
Economic Crisis, Princeton University, May 2009.

“Money Markets,” in Annual Review of Financial Economics, A. Lo and R. Merton, eds.,
Volume 3, 2011, pp. 119-37.

"Lessons from a Century of Fed Policy: Why Monetary and Credit Policies Need Rules and
Boundaries," Journal of Economic Dynamics and Control, Vol 49, December 2014, pp.
112-20. Conference volume “Frameworks for Central Banking in the Next Century: A
Special issue on the Occasion of the Centennial of the Founding of the Federal Reserve,”
M. Bordo, W. Dupor, and J. B. Taylor, eds., Hoover Institution, Stanford University,
May 2014

OTHER:
"Exchange Rate Policy and the Dual Role of Exchange Rate Movements in Interational

Adjustment,” Federal Reserve Bank of Richmond Economic Review, September/
October 1979, pp. 16-26.

"Recent Financial Innovations: Causes, Consequences for the Payments System,
and Implications for Monetary Control" with James Parthemos and Bruce Summers,
Federal Reserve Bank of Richmond Economic Review, March/April 1980, pp. 5-19;
reprinted in John R. Brick, ed., Financial Markets: Instruments and Concepts,
Richmond: Robert F. Dame, Inc., 1981.

"Credit Cards and Monetary Policy," The Money Manager, April 13, 1981, pp. 3 and 23.

"Eurodollars," Federal Reserve Bank of Richmond Economic Review, May/June 1981, pp.
12-18. Reprinted in the Federal Reserve Bank of Richmond Instruments of the Money
Market, 5th ed.; also in John R. Brick, ed., Financial Markets: Instruments and Concepts,
Richmond: Robert F. Dame, Inc., 1981, in The Commaodity Journal, November/
December 1981, in Robert W. Kolb and Gerald D. Gay, eds., International Finance
Qmpgm_dlam_s, Richmond Robert F. Dame, Inc., 1982, in Thomas Havnlasky,

erspe ial Markets and Institutions, 1983, in Donald R. Fraser
a.ud Peter S. Rose, eds Financial Institutions and Markets in a Changing World,
Business Publications, Inc., 1984, and in The Money Encyclopedia, Harper and Row,
1984; Revised 1986, in Federal Reserve Bank of Rlchmond, Instruments of Ihe Money
_l.ﬁthed,lnlamw.-\ Wilcox, ed., Currer ey, Banking, 2
nancial Markets, Boston: Little, Brown and Company, I%? Revlsed form
Qf the Money Market, 6th ed., 1993.

"A Prescription for Monetary Policy 1981," Federal Reserve Bank of Richmond
Economic Review, November/December 1981, pp. 11-18.
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"A Model of Money Stock Determination with Loan Demand and a Banking System
Balance Sheet Constraint," Federal Reserve Bank of Richmond Economic Review.
January/February 1982, pp. 3-16.

"A Historical Assessment of the Rationales and Functions of Reserve Requirements," with
Monica Hargraves, Federal Reserve Bank of Richmond 1982 Annual Report,
pp. 5-23. Reprinted in Federal Reserve Bank of Richmond Economic Review,
March/April 1983, and in Donald R. Fraser and Peter S. Rose, eds., Financial Institutions
and Markets in a Changing World, Business Publications, Inc., 1984,

"The Promises and Pitfalls of Contemporaneous Reserve Requirements for the
Implementation of Monetary Policy," Federal Reserve Bank of Richmond Economic
Review, May/June 1984, pp. 3-12.

"Base Drift and the Longer Run Growth of M1: Experience from a Decade of Monetary
Targeting," with J. Alfred Broaddus, Jr., Federal Reserve Bank of Richmond
Economic Review, November/December 1984, pp. 1-14.

"A Weekly Rational Expectations Model of the Nonborrowed Reserve Operating
Procedure," with Gary Anderson, Anil Kashyap, George Moore, and Richard D.
Porter, Federal Reserve Bank of Richmond Economic Review, January/February
1986, pp. 11-28.

"Fed Secrecy and the Choice of a Rule," The Cato Journal, Fall 1986, pp. 557-62.

"Federal Funds: Instrument of Federal Reserve Policy," with Bill Whelpley, Federal
Reserve Bank of Richmond Economic Review, September/October 1986. Reprinted
in Federal Reserve Bank of Richmond, Instruments of the Money Market, 6th ed.;
repnuted in Thomas M. [-[avnlasky and Robert Schweitzer, eds., Contemporary

elopm nan and Markets, second edition, Harlan

Dav:dson Inc. 1987. Re\rlsed for lnsmnmn§ of the Money Market, 6th ed., 1993.

"Federal Reserve Interest Rate Smoothing." In C. England and T. Huertas, eds. The Financial
Services Revolution, Boston: Kluwer Academic Publishers, 1987, pp. 227-34,

"Theoretical Analysis of the Demand for Money,” with Bennett McCallum, in The New
Palgrave: A Dictionary of Economic Theory and Doctrine, edited by J. Eatwel, . a,
New York: The Stockton Press, 1987, Vol. 1, pp. 775-81. Reprinted in Federal Reserve
Bank of Richmond Economic Review, January/February 1988, in Money, edited by J.
Eatwell, et. al., New York: W.W. Norton, 1989, and in The New Palgrave Dictionary of
Money and Finance, edited by P. Newman, et al, New York: The Stockton Press, 1992,
pp. 611-17.
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"Financial Demgulalion Moneiary Pohcy, and Central Banking," with Robert G. King. In
Res g Bank ancial Services in America, William S. Haraf and Rose
Kushmmder eds Amwcan Enterprise Institute, Washington, D.C., 1988, pp. 216-
53. Reprinted in Federal Reserve Bank of Richmond Economic Review, May/June
1988, pp. 3-22. And reprinted (with excerpts) in Financial Crises, Contagion, and the
Lender of Last Resort: A Reader, Charles Goodhart and Gerhard Illing, eds., London:
Oxford University Press, 2002, pp. 145-68.

Discussion of V. Reinhart, "The Design of an Interest Rate Rule in an Optimizing Model."
In R.D. Porter, ed., Proceedings of the Monetary Affairs Workshop on Asset Prices and
the Conduct of Monetary Policy, Board of Governors of the Federal Reserve System,
April 1990.

"Money, Credit, Banking, and Payments System Policy," David B. Humphrey, ed.
The U.S. Payments System: Efficiency, Risk, and the Role of the Federal
Reserve, Boston: Kluwer Academic Publishers, 1990. Reprinted in Federal Reserve
Bank of Richmond Economic Review, January/February 1991, pp. 7-23.

"Discount Window." In The New Palgrave Dictionary of Money and Finance, edited
by P. Newman, et al, New York: The Stockton Press, 1992, pp. 677-79.

"Financial Theory and Central Bank Policies," in S.F. Frowen, ed., Monetary Theory and
Monetary Policy: New Tracks for the 1990s, Proceedings of a 1988 Symposium, Free
University of Berlin, New York: St. Martin's Press, 1993.

"Interest Rate Policy and the Inflation Scare Problem: 1979-1992," Federal Reserve Bank of
Richmond 1993 Annual Report. Reprinted in Federal Reserve Bank of Richmond
Economic Quarterly, Winter 1993, pp. 1-24, and in Operating Procedures and the
Conduct of Monetary Policy: Conference Proceedings, Board of Governors of the
Federal Reserve System, March 1993, A version entitled "Acquiring and Maintaining
Credibility for Low Inflation,” is in L. Leiderman and L. Svensson, eds., Inflation
Tarpets, London: Center for Economic Policy Research, 1995.

"Central Banking: Then and Now," speech written for president of the Federal Reserve Bank
of Richmond. In Federal Reserve Bank of Richmond Economic Quarterly, Spring 1993,
pp. 1-12. Reprinted in Federal Reserve Bank of Minneapolis The Region, September
1993, pp. 13-19.

"Federal Reserve Automation Services," Federal Reserve Bank of Richmond 1994 Annual
Report, pp. 6-12.
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Comment on M. Flannery, "Prudential Regulation of Banks," in K. Sawmoto, Z. Nakjina,

and H. Taguchi, eds., Financial Stability in a Changing Environment, New York: St.
Martin's Press, 1995 (The Bank of Japan's Sixth Intemational Conference).

"Foreign Exchange Operations and the Federal Reserve," with J. Alfred Broaddus, Jr.,
Federal Reserve Bank of Richmond 1996 Annual Report. Reprinted in Federal Reserve
Bank of Richmond Economic Quarterly, Winter 1996, pp. 1-19.

"Monetary Policy Comes of Age: A Twentieth Century Odyssey," Federal Reserve Bank
of Richmond 1997 Annual Report. Reprinted in Federal Reserve Bank of Richmond
Economic Quarterly, Winter 1997, pp. 1-22.

Comment on K. Udea, "Japanese Monetary Policy, Rules or Discretion? A
Reconsideration.” In Iwao Kuroda, ed., Towards a More Effective Monetary Policy,
MacMillan Press: London 1997, pp. 289-95. (The Bank of Japan's Seventh
International Conference)

Asset Prices and Monetary Policy: Four Views, with Mark Gertler, Otmar Issing, and
Luigi Spaventa, Bank for International Settlements and Center for Economic
Policy Research, 1998, pp. 10-19.

Discussion of C. Goodhart, "Monetary Policy and Debt Managemem inthe UK.: Some
[-[lstonca] Perspewves " In Mec Chrystai editor, t Structure and
5: A X anized b the i ngland,

ofEngland, 1999, pp. 96-101.

"Using the Term Structure of Interest Rates for Monetary Policy.” In Monetary Policy and
Interest Rates, Proceedings of a conference sponsored by Bank of Italy and IGIER -
Bocconi University, Angeloni, Ignagio and Ricardo Rovelli, eds. MacMillan Press.
London, UK., 1998. Reprinted in Federal Reserve Bank of Richmond Economic
Quarterly, Summer 1998, pp. 13-30.

"Limited Commitment and Central Bank Lending," with Jeff Lacker. In Risk
Measurement and Systemic Risk, Proceedings of the Second Joint Central Bank
Research Conference. Tokyo: Bank of Japan, November 1998; also in Federal
Reserve Bank of Richmond Economic Quarterly, Fall 1999, pp. 1-27.

"Closing Remarks," Conference on Money, M Policy, and Transmission
Mechanisms, Ottawa: Bank of Canada, 1999, pp. 413-21.
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"Maintaining Low Inflation: Rationale and Reality." In Santamero, Viotti, and Vredin,
eds,, Challenges for Modern Central Banking. Stockholm: Sveriges Riksbank, 2000.
Abridged version in M. Blejer, A. Ize, A. Leone, S. Werlang, eds., Inflation Targeting in
Practice: i ional Issues and Application to Emerging Market Economi
Washington, DC: International Monetary Fund, 2000, pp. 8-14.

"Financial Stability, Deflation, and Monetary Policy,” Ninth International Conference,
Tokyo, Bank of Japan, July 2000. In "The Role of Monetary Policy Under Low
Inflation: Deflationary Shocks and Their Policy Responses”, Bank of Japan,
Monetary and Economic Studies, Special Edition, Vol. 19, No. $-1, February 2001,
pp. 14367,

"The Case for Price Stability," with Robert King. In The First ECB Central Banking
Conference, "Why Price Stability?" European Central Bank, Frankfurt, 2001,
pp. 53-94. NBER Working Paper No. 8423,

“What Assets Should the Federal Reserve Buy?" with J. Alfred Broaddus, Jr., Federal
Reserve Bank of Richmond 2001 Annual Report, April 2001. Also in Federal
Reserve Bank of Richmond Economic Quarterly, Winter 2001, pp. 7-22.

“Interest on Reserves and Monetary Policy.” In proceedings of the Conference on Financial
Innovation and Monetary Transmission, Federal Reserve Bank of New York Economic
Policy Review, May 2002, pp. 77-84.

“The Phases of U S. Monelary Pohc:r 198?-200] " In wwm
and Practice: Essays in 5 it, Vi 1, edited by Paul Mizen,
Cheltmhmn Eng!and EﬁwardE]gar Pubhsher. 2003 Rzpnntf:d in Federal Reserve
Bank of Richmond Economic Quarterly, Fall 2002, pp. 1-17.

“A Short History of Monetary Policy.” In Econ-Exchange (a semi-annual publication for
K-12 teachers), Spring 2002.

“Intmst Ra:e Poilt::,r Should Not React [}mlyw Asset Prices.” In Asset Price Bubbles:
15 for Monetary, Regula Policies, Chapter 31, eds,,
W‘Illam C Hunter, George G. Kauﬁnan, and Mlchael Pomezleano Conference
volume, Federal Reserve Bank of Chicago and World Bank Group. Cambridge, MA.
MIT Press, 2003, pp. 445-57.

“Inflation Targeting in the United States?” prepared for NBER Conference on Inflation
Targeting, Miami, Florida, January 2003, In The Inflation Targeting Debate,
B. Bernanke and M. Woodford, eds. National Bureau of Economic Research, Chicago:
University of Chicago Press, 2005, pp. 311-37. NBER Working Paper No. 9981.
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Comment on J. Amato and H. S. Shin, “Public and Private Information in Monetary
Models,” for Conference on Monetary Stability, Financial Stability, and the Business
Cycle, Bank for International Settlements, Basel, March 2003. In BIS Working Paper
No. 138, September 2003, pp. 62-5.

Review Essay on A History of the Federal Reserve, Volume 1: 1913-1951 by Allan H.
Meltzer. In Federal Reserve Bank of Minneapolis The Region, December 2003, pp. §2-90.

“Narrow Money, Broad Money, and the Transmission of Monetary Policy.” In Faust, Jon,
Aﬂmanmos Orphamdes. and Dawd Relfschneider eds. Moﬂom
f 5 D 4 D o

Mmgg cf a Fﬂm | Rm “ Cnnference (Ma.rch 2004) Washmgtm DC.
Board of Governors of the Federal Reserve System, 2005, pp. 277-303.

“Sustaining Price Stability,” with J. Alfred Broaddus, Jr, Federal Reserve Bank of
Richmond 2003 Annual Report. Reprinted in Federal Reserve Bank of Richmond

Economic Quarterly, Summer 2004, pp. 3-20.
“The Monetary Policy Debate Since October 1979: Lessons for Theory and Practice.” In
Reflections on Monetary Policy: 25 Years After 1979: ings of a

Conference of the Federal Reserve Bank of St. Louis,” Federal Reserve Bank of St.
Louis Review, March/April, Part 2, 2005, pp. 243-62. Reprinted in Recent
Developments In Monetary Policy, edited by Alec Crystal and Paul Mizen, eds.,
London: Edward Elgar 2009 (The International Library of Critical Writings in
Economics edited by Mark Blaug)

“Policy Suggestions for Improving Monetary Policy with Inflation Targeting.” In Bank of
Korea Intemational Conference on The Effectiveness of Stabilization Policies,
October 2005, pp. 194-214.

Discussion of H. Fujiki, “The Monetary Policy Committee and the Incentive Problem: A
Selective Survey,” Bank of Japan Intemational Conference, Monetary and
Economic Studies, Bank of Japan, October 2005, pp.83-7.

“Monetary Policy Implementation in China,” with Eswar Prasad. In Monetary Policy in
Asia; Approaches and Implementation, Proceedings of a BIS/HKIMR Conference held
in Hong Kong SAR, November 2005, pp. 255-39.

“Why a Corporate Bond Market: Growth and Direct Finance.” In Developing Corporate
Bond Markets in Asia, proceedings of a BIS/PBC seminar held in Kunming, China,
November 2005, Bank for International Settlements, February 2008, pp. 22-3.
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Discussion of “Revealing the Secrets of the Temple: The Value of Publishing Interest Rate
Projections,” Glenn Rudebusch and John Williams, NBER Conference on Asset Prices
and Monetary Policy, May 2006, forthcoming in conference volume.

“Money Must Have an Operational Role in Monetary Policy,” Borsen-Zeitung, Nr. 86,
Frankfurt, Germany, May 5, 2006.

"Concluding Panel Overview," Monetary Policy in an Environment of Low Inflation,
Bank of Korea International Conference (June 2006), November 2006, pp. 253-9.

“What Monetary Policy Does China Need?” with Eswar Prasad (based on “A
Framework for Independent Monetary Policy in China™), Op-Ed published in Japan
Times, Korea Hersld, Shanghai Daily, South Chin Morning Post, and Taipei Times,
November 2006.

“The Optimal Rate of Inflation,” in Swiss National Bank, ed. The Swiss National Bank,
1907-2007, Zurich: Neue Zurcher Zeitung Publishing, 2007, pp. 625-645.

"Elements of Effective Central Banking: Theory, Practice, and History," (Foundation Day
Lecture of RBI Archives) Reserve Bank of India Monthly Bulletin, November 2007,
pp. 192941,

"The Fed in the Intemational Central Banking Community," Quarterly Journal of Central
Banking, November 2007, 43-5.

"Monetary Policy in East Asia: Common Concerns," prepared for the 14th International

Conference of the Bank of Japan, Bank of Japan Monetary and Economic Studies,
December 2007, pp. 207-22.

Discussion of C. Walsh, "Announcements and the Role of Policy Guidance," Economic
Policy Conference, October 2007, Federal Reserve Bank of St. Louis Review,
July/August 2008, pp. 443-5.

“The Case for an Inflation Target with a Flexible Exchange Rate in the New Neoclassical
Synthesis,” 25® Annual Monetary Conference of the Cato Institute, November 2007,
The Cato Journal, Spring/Summer 2008, pp. 247-254.

"China's Currency Crunch: Why Beijing Should Adopt a More Flexible Exchange Rate,"
with Eswar Prasad, Foreign Policy, January/February 2008, pp. 84-5.

“We Need an Accord for Federal Reserve Credit Policy,” in Medley Global Advisors The
Policy Monitor, March 28, 2008, pp. 10-12.
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“What a Revaluation of the Renminbi Could Achieve,” Quarterly Journal of Central
Banking, May 2008, pp. 83-84.

Discussion of G. Rudebusch and J. Williams “Revealing the Secrets of the Temple: The
Value of Publishing Central Bank Interest Rate Projections,” in J. Y. Campbell, ed.
Asset Prices and M licy, National Bureau of Economic Research, 2008, pp.

9.

“Forum—Tackling Asset-Price Bubbles,”
2008, pp. 48-9.

Discussion of A, Weber, R. Gerke, and A. Worms “Has the Monetary Transmission Process
in the Euro Area Changed?” 7* BIS Annual Conference “Whither Monetary Policy?
Monetary Policy Challenges in the Decade Ahead,” June 2008, BIS Working Paper No.
276, March 2009, pp. 47-50.

“A Framework for Independent Monetary Policy in China,” with Eswar Prasad, Chapter 8 in

Monetary Policy Frameworks for Emerging Markets, G. Hammond, R. Kanbur, and E.

Prasad, eds., Bank of England, Edward Elgar Publishing Limited, 2009, pp. 136-52.

Discussion and Commentary on “What to Do About Bubbles: Monetary Policy and Macro-
prudential Regulation,” presentations by C. Borio, C.A.E. Goodhart, and A. Meltzer at
the 12 Annual Interational Banking Conference, “The International Financial Crisis:
Have the Rules Changed?” Federal Reserve Bank of Chicago and the World Bank,
Chicago, I, September 2009. Forthcoming in the conference volume.

Discussion of “Have We Underestimated the Probability of Hitting the Zero Lower
Bound?” by Chung, Laforte, Reifschneider, and Williams at Federal Reserve Bank of
Boston Conference “Revisiting Monetary Policy in a Low Inflation Environment,
October 2010, Forthcoming in conference volume.

“Policy Debates at the FOMC: 1993-2002,” Chapter 7 in Michael Bordo (ed.) The Origins,
History, and Future of the Federal Reserve, Cambridge University Press 2013.
Presented at the Atlanta Fed conference “A Return to Jekyll Island: The Origin, History,
and Future of the Federal Reserve, Jekyll Island, Georgia, November 2010.

“Monetary Policy Operations: Experiences During the Crisis and Lessons Learnt,”
Discussion of “Implementing Monetary Policy in Crisis Times: The Case of the ECB”
Cassola, Durre, and Hothausen and “Challenges and Lessons of the Federal Reserve’s
Monetary Policy Operations During the Financial Crisis” Hilton and McAndrews, Sixth
ECB Central Banking Conference: Approaches to Monetary Pcltcy Rewsned—l.essuns
from the Crisis, November 2010. In Approaches to Monetary Policy Revisited—1.essc
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from the Crisis, Marek Jarocinski, Frank Smets, and Christian Thimann, eds. European
Central Bank, 2011, pp. 362-6.

“The Inflation Targeting Debate: A Case Study in FOMC Deliberation,” Quarterly Jounal of
Central Banking, Volume 21, Number 3, February 2011, pp. 76-83

“A Short History of Inflation Targeting at the Federal Reserve: Q and A with Marvin
Goodfriend,” Federal Reserve Bank of Cleveland Forefront, Spring 2011, pp 4-5

“Qand A: Goodiriend Says Fed Should Prioritize Low Inflation,” Jon Hilsenrath Inferview
of M. Goodfriend, Wall Street Journal, WSJ.com, July 5, 2011

Comment on Lars E. O. Svensson, “Monetary Policy after the Crisis,” in Asia’s Role in the
Post-Crisis Global Economy, Federal Reserve Bank of San Francisco, Asia Policy
Conference November 2011, Conference Volume, 2012, pp. 51-6.

“Theory Meets Practice: The Camegie Rochester Conference Celebrates a Tradition Rich
in Intellectual Rigor,” with Niki Kapsambelis, Tepper Magazine, Spring 2012, pp. 22-6

“The Elusive Promise of Independent Ceniral Banking,” Keynote Address, the BOJ-
IMES Conference, Institute for Monetary and Economic Studies, Bank of Japan,
Tokyo, May 30-31, 2012. Also presented at the Bank of Korea International Conference,
Seoul, Korea, June 14-15, 2012; Monetary and Economic Studies, Bank
of Japan, November 2012, pp. 39-54.

"Monetary Policy as a Carry Trade,” Keynote Address, the BOJ-IMES Conference, Institute
for Monetary and Economic Studies, Bank of Japan, Tokyo, May 28-29, 2014 in
Monetary and Economic Studies, Bank of Japan, November 2014, pp. 29-44.

“Federal Reserve Policy Today in Historical Perspective,” in Current Policy

Under the Lens of Economic History: Essavs to Commemorate the Federal
Reserve System’s Centennial, Owen Humpage, editor, Federal Reserve Bank of
Cleveland, Cambridge University Press, 2015, pp. 20-48

Review of the Riksbank’s Monetary Policy 2010-2015 (with Mervyn King, Governor of the
Bank of England 2003-2013), Swedish Riksdag (Parliament), Stockholm, Sweden,

January 2016, 144 pages

“The Case for Unencumbering Interest Rate Policy at the Zero Bound,” presented at the
Federal Reserve Bank of Kansas City Jackson Hole Economic Policy Symposium,
“Designing Resilient Monetary Policy Frameworks for the Future,” August 26-27, 2016,
forthcoming in the conference volume in 2017
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“Honorary Advisor Interview, Institute for Monetary and Economic Studies IMES
Newsletter (November), Bank of Japan, Tokyo, Japan, September 28, 2016

WORKING PAPERS

“International Adjustment in the New Neoclassical Synthesis," prepared for Symposium on
the Phillips Curve and the Natural Rate of Unemployment, Kiel Institute for the World
Economy, Germany, June 2007. Used to teach my undergraduate course
“International Money and Finance” and my MBA course “Monetary Policy in the US
and Abroad” at the Tepper School of Business, Camegie Mellon University.

“The Macroeconomics of Banking Services, Collateral, and Interest Rate Spreads,” with
Majid G. Bazarbash, December 2013

"Money, Banking, and Central Banking," written to teach my MBA course "Money,
Banking, and Financial Markets, Tepper School of Business, Camegie Mellon
University, October 2014

BOOK
Monetary Policy in Practice, Federal Reserve Bank of Richmond, 1987

EDITED CONFERENCE VOLUME

Series, Board of Governors of the FederaI Reserve System, 1993.

EXTERNAL REVIEW REPORTS

Review of the Riksbank's Monetary Policy 2010-2015 (with Mervyn King),
Swedish Riksdag, January 2016, 144 pages (also available on Swedish Riksbank
website)

Nanvegmn School of Mmguncm, Fn:bruar}r 200? S

External Evaluation of the Economic Research Activities of The European Central Bank,
with Reiner Koenig, and Rafae] Repullo, European Central Bank website, February
2004.
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SIONAL TESTIMONY

“Monetary Policy, Credit Policy, and Interest on Reserves Policy in the Economic
Recovery”, Testimony at the US House of Representatives Committee on Financial
Services Hearing “Unwinding Emergency Federal Reserve Liquidity Programs and
Implications for Economic Recovery,” Washington, DC, March 25, 2010 (available on
website of House Committee on Financial Services)

“Lessons Learned from a Century of Federal Reserve Last Resort Lending,” Testimony at
the Subcommittee of Monetary Policy and Trade, US House Committee on Financial
Services Hearing “The Fed Tums 100: Lessons Learned from a Century of Central
Banking,” Washington, DC, September 11, 2013 (available on website of House
Committee on Financial Services)

“Lessons Learned from the Financial Crisis for Federal Reserve Policy,” Testimony at the
US House Committee on Financial Services Hearing “Re-examining the Federal
Reserve’s Many Mandates on its 100-year Anniversary,” Washington, DC, December
12, 2013 (available on website of House Committee on Financial Services)

“The Case for a Treasury-Federal Reserve Accord for Credit Policy,” Testimony at the
Subcommittee on Monetary Policy and Trade US House Committee on Financial
Services Hearing “Federal Reserve Oversight: Examining the Central Bank’s Role in
Credit Allocation,” Washington, DC, March 12, 2014 (available on website of House
Committee on Financial Services)

“Liquidity Regulation, Bank Capital, and Monetary Policy,” Testimony at the Senate
Committee on Banking, Housing, and Urban Affairs Hearing “Bank Capital and
Liquidity Regulation,” Washington, DC, June 7, 2016 (available on the website of the
Senate Banking Committee)

“The Fed Needs a Credible Commitment to Price Stability,” Testimony at the Subcommittee
on Monetary Policy and Trade of the US House Committee for Financial Services
Hearing “Sound Monetary Policy,” Washington, DC, March 16, 2017 (available on
website of the Committee on Financial Services)

SHADOW OPEN MARKET COMMITTEE El
“We Need an Accord for Federal Reserve Credit Policy,” Presented at a Symposium
Conducted by the Shadow Open Market Committee, Cato Institute, Washington, D.C.,
April 2009

“Clarifying Central Bank Responsibilities for Monetary Policy, Credit Policy, and Financial
Stability,” Symposium of the Shadow Open Market Committee, E21, Union League
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Club, NYC, March 2010

“Managing Monetary Policy at the Zero Interest Bound,” Symposium of the Shadow Open
Market Committee, E21, Union League Club, NYC, October 2010

“Congressional Oversight of the Federal Reserve,” Symposium of the Shadow Open
Market Committee, E21, Union League Club, NYC, March 2011

“The First Post-FOMC Meeting Press Conference of the Chairman of the Federal
Reserve,” Shadow Open Market Committee Statement, E21 Website, April 2011

“Fiscal Dimensions of Inflationist Monetary Policy,” Shadow Open Market Committee,
Yale Club, New York, October 2011

“Securing the Promise of Price Stability,” Shadow Open Market Committee, Yale
Club, New York, April 2012

“The Fed Should Put Its 2% Inflation Goal to Work,” Shadow Open Market Committee,
New York, November 2012

“The Chair’s Succession and the Fed’s Future,” Shadow Open Market Committee, New
York, September 2013

“The Relevance of Federal Reserve Surplus Capital for Current Policy,” Shadow Open
Market Committee, University Club, New York, March 14, 2014

“Monetary Policy as a Carry Trade,” Shadow Open Market Committee, New York City,
November 3, 2014

“The Fed Should Fix the Interest on Reserves Floor,” Shadow Open Market Committee,
New York City, March 20, 2015

“Monetary Policy Lessons from the 1990s for Today,” Shadow Open Market Committee,
New York City, October 2, 2015

“Communist Party Rule and China’s Macroeconomic Adjustment Problem,” Shadow Open
Market Committee Meeting, Princeton Club, New York City, April 29, 2016

“The Case (In Brief) for Unencumbering Interest Rate Policy at the Zero Bound,” Shadow
Open Market Committee Mecting, Princeton Club, New York City, October 7, 2016

“The Fed Needs a Credible Commitment to Price Stability,” Shadow Open Market
Committee Meeting, Princeton Club, New York City, May 5, 2017
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Political Affiliations and Activities: List memberships and offices held in and services rendered to
all political parties or election committees during the last 10
years,

None

Political Contributions: Itemize all political contributions of $500 or more to any individual,
campaign organization, political party, political action committee or
similar entity during the last eight years and identify specific amounts,
dates, and names of recipients.

$505 contributed to the Republican National Committee in 2014

Qualifications: State fully your qualifications to serve in the position to which you have been
named.

T have spent my forty-year career as an economist focused on central banking in general and
the Federal Reserve in particular. The Federal Reserve Bank of Richmond had been my primary
place of employment for more than 25 years when, in 2005, I joined the faculty of Carnegie Mellon,
where I hold the Friends of Allan Meltzer Professorship. I've written about and contributed to the
policy debate both “inside” and “outside” the Fed. I look forward to putting my knowledge and
judgment—at the intersection of academics and practice—to work as a member of the Board of
Govemors and to contributing my voice and experience to current policy issues. If [ am confirmed
as a governor, I intend to draw on my extensive academic and professional experiences to promote
policies to further increase transparency and accountability at the Federal Reserve.

My years at the Federal Reserve Bank of Richmond gave me a deep appreciation of the role
of the regional reserve banks in the Federal Reserve System. From 1993-1999 [ served as a senior
vice president on the bank’s management committee, with responsibly for research, community
affairs, public information, and statistics. As the chief monetary adviser, I drafted Federal Open
Market Committee (FOMC) policy statements for the bank president and attended FOMC meetings
regularly from 1993 to 2005, The regional system encourages diverse perspectives and innovative
thinking. As a member of the Board of Governors 1 would look forward to hearing and considering
this diversity of views in making policy.

I'have also gained policy experience at other government and central banking institutions. I
was a senior staff economist on President Reagan's Council of Economic Advisers. [ was a member
of the Federal Reserve Bank of New York Monetary Policy Advisory Panel in 2008-2009, a
member of its Economic Advisory Panel from 2009-2017, and I was a visiting scholar for five
weeks each summer from 2006 through 2009. [ have been invited to do external reviews of research
at several European central banks including the European Central Bank; in 2015-2016 former Bank
of England Governor Mervyn King and [ were commissioned by the Swedish Riksdag to review
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Riksbank monetary policy from 2010-2015. I have been an adviser to the Bank of Japan since 2011
and a visiting scholar at numerous Federal Reserve banks and at several central banks abroad.

My publications use monetary theory, central bank practice, and Federal Reserve history to
investigate policy issues. In many cases [ wrote on policy matters well before they were recognized
by the Federal Reserve as important and worth practical consideration.

Ive enjoyed my past twelve years teaching courses in monetary policy, money and banking,
and international trade and finance full-time at Carnegie Mellon’s Tepper School of Business. [
received excellence in teaching awards for both undergraduate and MBA teaching, Particularly
gratifying is that I did so using my own publications and other writings as course readings.

I've put my research and teaching skills to work as a member of the Shadow Open Market
Committee since 2009 and as co-editor of the Camegie Rochester NYU Conference Series on
Public Policy since 2010.

| graduated from Union College, Schenectady, New York in 1972 with an BS in
mathematics, and from Brown University, Rhode Island in 1980 with a PhD in economics.

Government Experience:

Member, Economic Advisory Panel, Federal Reserve Bank of New York, New York, N.Y., 2009-
2017 (As stated previously, the Federal Reserve Banks were chartered by Congress to fulfil a public
purpose and are part of the Federal Reserve System. The Federal Reserve Banks are not, however,
considered Federal government agencies and are usually not deemed to be part of the Federal
government.)

Member, Monetary Policy Advisory Panel, Federal Reserve Bank of New York, New York, N.Y.,
2008-2009

Member, Federal Reserve System’s Centennial Advisory Council, 2011-2013
Senior Staff Economist, Council of Economic Advisers, White House, Washington, D.C., 1984-1985

Visiting Economist, Econometrics and Computer Applications Section, Division of Research and
Statistics, Board of Govemors of the Federal Reserve System, Washington, D.C., 1982-1983

Visiting Scholar, Federal Reserve Bank of New York, July-August, 2006, 2007, 2008, and 2009.
Visiting Scholar for Shorter Stays: Board of Governors of the Federal Reserve System 1992, 1999,

and 2007, Federal Reserve Banks of Atlanta 2007, 2009, Cleveland, 2008, 2010, 2011, and Kansas
City 2008, 2009.
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Other Policy Work:

Comissioned by the Swedish Riksdag, with Mervyn King, Govemor Bank of England 2003-2013,
to undertake an External Review of the Riksbank and Swedish Monetary Policy: Visited Stockholm
for extensive interviews in March, June, September 2015, published Review of the Riksbank’s
Monetary Policy 2010-2015, January 2016 (144 pages), November 2014 to May 2016

Honorary Advisor to the Institute for Monetary and Economic Studies of the Bank of Japan, to help
organize, attend, and speak at annual spring international conferences at the Bank of Japan, 2011-
present

Member, Panel for External Review of Swedish Riksbank Research Division (with Lucrezia
Reichlin and Greg Udell), October 2008

Member, “Norges Bank Watch 2007 Panel (with Knut Mork and UIf Soderstrom) to evaluate the
conduct of Norwegian monetary policy, December 2006--February 2007

Member, Three-Person Panel (with Otmar Issing and John Murray) for External Review of
Research and Policy Support Activities at the Swiss National Bank, Zurich, Switzerland, August-
September 2006

Member, Three-Person Panel (with Rafael Repullo and Reiner Konig) for the External
Evaluation of Research Activities at the European Central Bank, September 2003 -
February 2004

Visiting Scholar for Longer Stays:

Visiting Research Fellow, Institute for International Economic Studies, University of
Stockholm, Stockholm, Sweden, November-December 1992

Visiting Scholar, Swiss National Bank, Zurich, Switzerland, May to July 1988
Visiting Scholar for Shorter Stays:

De Nederlandsche June 2010, Bank of Japan September-October 2010, Intemational Monetary
Fund, Research Department, February 1990, October 2005, December 2005, and March 2006,
Centre for Financial Studies, Frankfurt, Germany, June 1999, Technical Assistance Expert,
Intenational Monetary Fund, Inflation Targeting Seminar, Central Bank of Brazil, Rio de Janeiro,
May 1999 and July 2000, European Central Bank, Frankfurt, Germany, February 1999,

Technical Assistance Expert, Saudi Arabian Monetary Agency (SAMA), Riyadh, Saudi Arabia,
March 1994, United States Studies Center, University of Sydney, June 2008, Reserve Bank of India,
Mumbai, India, October 2007
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Ad Hoc Professional Responsibilities:

Member, Shadow Open Market Committee, spring and fall symposium in New York City, see
ShadowFed.org website, 2009-present

Co-editor, Camegie Rochester NYU Conference Series on Public Policy, organize and host
November conferences at the Tepper School every year, and edit papers for publication in the July
Joumnal of Monetary Economics conference volume, 2010-present; during that time also co-
principle investigator on National Science Foundation grants awarded to fund the conferences.

Member, Advisory Board, Camegie Rochester NYU Conference Series on Public Policy, 1998-
present

Former member of the editorial boards of the Journal of Money, Credit, and Banking, Intemational
Journal of Central Banking, and Journal of Monetary Economics

Research Associate, Program on Monetary Economics, National Bureau of Economic Reserves,
Boston, Mass., 2007-present

Ad Hoc Courses Taught:
Full Semester Courses Taught:

Visiting Professor of Business Economics, Graduate School of Business, University of Chicago,
Chicago, IL. (September 1988 to June 1990, fall 2001): Macroeconomics, Money and Banking

Visiting Associate Professor, University of Rochester, Rochester, N.Y. (1986-87):
Intermediate Macroeconomics, Monetary and Banking Policy

Visiting Professor, Term Professor, University of Virginia, Charlottesville, VA., Graduate Monetary
Economics, Macroeconomic Policy, (1987, 1993-2000)

Short Courses Taught:
Monetary Theory and Policy, International Monetary Fund, Washington, D.C., May 2004
Monetary Policy, Stanford Executive Program, Stanford University, Palo Alto, CA, July 2002

Short Courses on Monetary Theary and Policy Taught Overseas: China, Germany, Finland, Japan,
Korea, and Switzerland, 18 short courses in all
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Future employment relationships:

1. Indicate whether you will sever all connections with your present employer, business firm,
association or organization if you are confirmed by the Senate.

Texpect to take a leave of absence from Camegie Mellon University.
2. As far as can be foreseen, state whether you have any plans after completing goverment service
to resume employment, affiliation or practice with your previous employer, business firm,
association or organization.

Please see response to question 1, above.
3. Has anybody made you a commitment to a job after you leave government?

Please see response to question 1, above.

4. Do you expect to serve the full term for which you have been appointed?

Yes.

Potential conflicts of interest:

1. Describe any financial arrangements or deferred compensation agreements or other continuing
dealings with business associates, clients or customers who will be affected by policies which you
will influence in the position to which you have been nominated.

None.

2, List any investments, obligations, liabilities, or other relationships which might involve potential
conflicts of interest with the position to which you have been nominated,

In connection with the nomination process, I have consulted with the Office of Government
Ethics and the Federal Reserve Board’s designated agency ethics official to identify potential
conflicts of interest. Any potential conflicts of interest will be resolved in accordance with the
terms of an ethics agreement that I have entered into with the agency's ethics official and that
has been provided to this Committee. I am not aware of any other potential conflicts of interest.
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3. Describe any business relationship, dealing or financial transaction (other than tax paying) which
you have had during the last 10 years with the Federal Government, whether for yourself, on behalf
of a client, or acting as an agent, that might in any way constitute or result in a possible conflict of
interest with the position to which you have been nominated.

In connection with the nomination process, I have consulted with the Office of Government
Ethics and the Federal Reserve Board's designated agency ethics official to identify potential
conflicts of interest. Any potential conflicts of interest will be resolved in accordance with the
terms of an ethics agreement that 1 have entered into with the agency’s ethics official and that
has been provided to this Committee. 1 am not aware of any other potential conflicts of interest.

4, List any lobbying activity during the past ten years in which you have engaged in for the purpose of
directly or indirectly influencing the passage, defeat or modification of any legislation at the national
level of government or affecting the administration and execution of national law or public policy.

None.

5. Explain how you will resolve any conflict of interest that may be disclosed by your responses to
the items above.

In connection with the nomination process, [ have consulted with the Office of Government
Ethics and the Federal Reserve Board's designated agency ethics official to identify potential
conflicts of interest. Any potential conflicts of interest will be resolved in accordance with the
terms of an ethics agreement that | have entered into with the agency’s ethics official and that
has been provided to this Committee. I am not aware of any other potential conflicts of interest.

Civil, criminal, and investigatory actions:
1. Give the full details of any civil or criminal proceeding in which you were
a defendant or any inquiry or investigation by a Federal, State, or local
agency in which you were the subject of the inquiry or investigation.
None.
2. Give the full details of any proceeding, inquiry or investigation by any professional association
including any bar association in which you were the subject of the proceeding, inquiry o
investigation.

None.
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List sources, amounts and dates of all anticipated recsipts from deferred income arrangements, stock options,
uncompleted contracts and other future benefits which you expect to derive from previous business
relationships, professional servicss and firm memberships or from former employers, clients, and customers.

1 have no anticipated receipts from deferred income arrangements, stock options, uncompleted
contracts and other future benefits which are expected to derive from previous business

relationships, professional services and firm memberships or from former employers, clients, and
customers.

The undersigned certifies that the information contained herein is true and comect.

Simf%« M%ﬁ:[n;ﬁ pa_J0 (4 2018
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PREPARED STATEMENT OF THOMAS E. WORKMAN
To BE A MEMBER, FINANCIAL STABILITY OVERSIGHT COUNCIL

JANUARY 23, 2018

Chairman Crapo, Ranking Member Brown, and Members of the Committee, it is
my honor to appear before you today. I am grateful to be President Trump’s nomi-
nee for Independent Member with Insurance Expertise of the Financial Stability
Oversight Council, and I thank you and your staffs for helping me prepare for this
hearing.

First, I would like to introduce my wife, Pam, and our son, Chris, who are here
today. Pam, my forever friend and life partner of 52 years, is a professional artist
who paints still lives and portraits of strangers. She is a lifetime mother and educa-
tor as well. Our son, Chris, is a partner at MSD Capital, and a U.S. Army veteran
who served as a Tank Platoon Leader in the First Armored Division. His wife, Cath-
erine, is a Developmental Pediatrician and Neonatologist. They have two children,
and live in New York City. Our daughter, Sarah Checcone, is the mother of four.
She is a lawyer and the founder and leader of Post-Partum Society of Florida help-
ing mothers suffering with post-partum depression. Her husband, Mark, is a Facial
Plastics Surgeon, and they live in Sarasota.

I would also like to recognize Roy Woodall, Independent Member of FSOC and
former Kentucky Insurance Commissioner, and our good friend, Lee Covington,
former Ohio Insurance Commissioner.

I grew up in North Central Ohio—two miles from the Leesville Rural School that
I attended. My father had a small Chevrolet dealership, and my mother worked as
a mother, secretary, and bookkeeper. My sister, Elaine, and I both graduated from
The Ohio State University. After law school there, I served nearly 4 years as a Cap-
tain in the U.S. Army Judge Advocate General’s Corps. Then I returned to Colum-
bus to practice law at Bricker & Eckler, the firm founded by John W. Bricker, the
three-term Governor and two-term United States Senator from Ohio. With my office
next to his for many years, I am sure he would be delighted that I am before you
today.

The first question I was asked at the firm was—would I do some insurance work?
I spent the next 26 years doing insurance regulatory, legislative, and business-re-
lated work including formation, licensing, admission, sale, acquisition, rehabilita-
tion, liquidation, reserving, State taxation, agent licensing, governance, under-
writing, claims, admitted and non-admitted assets, and more. I also represented the
Association of Ohio Life Insurance Companies, and developed the firm’s insurance
law practice.

I served on the Board of the Ohio Farmers Insurance Company for 24 years.
Formed in 1848, it is a leading, midwestern, multi-line property/casualty insurance
company. I chaired the Governance & Nominating Committee, served on the Com-
pensation Committee, and twice served on the Committee to select a CEO.

In 1999, I was recruited to become President & CEO of the Life Insurance Council
of New York. For the next 17 years, I was involved in nearly all regulatory and leg-
islative issues related to life insurers in New York State, and to a large degree, na-
tionally.

With 43 years of working with insurers, regulators and legislators in New York,
Ohio, and other States, I have, in effect, prepared to be the FSOC Independent
Member with Insurance Expertise all my life. I know insurance, and how vital it
is to families and businesses and to our economy. I have great respect for insurers,
and the regulators and legislators who wrestle with insurance issues. They share
the same objectives—to assure promises are kept and customers are treated fairly.

The purposes of FSOC are to identify risks to the stability of the U.S. economy,
to promote market discipline, and to respond to emerging threats. The Independent
Member exists to make sure someone with substantial insurance knowledge takes
part in FSOC deliberations affecting insurers and insureds. I am grateful for the
support of Roy Woodall and I aspire to perform this duty as masterfully as he has.

I would greatly appreciate this opportunity. If confirmed, I would be dedicated to
the highest level of honorable, public service.

Thank you, Mr. Chairman, Ranking Member Brown, and Members of the Com-
mittee. I look forward to answering any questions you may have.
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STATEMENT FOR COMPLETION BY PRESIDENTIAL NOMINEES
Name: Workman Thomeas Eldon
(Lat) (Firs) (Other}

Pasition to which nominated: Independent Member with Insurance Expertise on the
Fistacl Subily Oveight Cotn

Date of Nomination: December 1, 2017

Dateof Birth: 3 April 1944 Place of birth: Galion, Ohio
(Day) (Month)  (Year)
Marital Status:  Married Full name of spouse: Pamela Mulbarger Workman

Name and ages of children: Thomas Christian Workman, 45 and Sarah Workman Checcone, 40

Education: Dates Degrees Dates of
[nstitution attended received degrees
Ohio State University 1962-1966 B.S.Bus. Admin.  09/1966
Ohio State University 1966-1969 1D. 06/1969
University of Virginia 091971 to Extra Law NIA
Law School 0611972 Courses Only
(Est) (No Degree)
Hoaors List below all scholarships, fellowships, honorary degrees, military medals, honorary
and Awards: society memberships and any other special recognitions for outstanding service or
achievement.

Buist M. Anderson Distinguished Service Award, Association of Life Insurance Counsel
Life Insurance Lifetime Achievement Award, Million Dollar Round Table of New York City
City & State Corporate Social Responsibility Award

Friend of Isreel Award, State of Israel Bonds Insurance Division

Citizen of the Year, College of Mount Saint Vincent

The Good Scout Award, Boy Scouts of America, Greater New York Council

33" Degree Mason, Ancient Accepted Scotish Rite, Valley of Columbus

National Defense Service Medal

Army Commendation Medal

One of the Top Five Outstanding Senior Men at Ohio State University

Sphinx Senior Class Honorary, Ohio State University

Bucket & Dipper Junior Class Honorary, Ohio State University

Romophos Sophomore Class Honorary, Ohio State University

Pace Setters Award, College of Business Administration, Ohio State University
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Memberships: Li!belwdlnmbuﬂﬁmmnﬁpuheldhpmmmmm&,

civic, charitable and other organizations.
Organization Office beld (if any) Dates (estimated)

Professional

Association of Life Insurance Counsel Member 1995 to Present
Delegate to the House of Delegates
of the American Bar Association
Member, Board of Directors
Chair, Buist M. Anderson
Distinguished Service Award Committee

Insurance Federation of New York Member, Board of Directors 2016 to Present

Federation of Regulatory Counsel Member 1990 to Present
Chair, Board of Directors (1996)

American Bar Association Member 1973 to Present
Member, Tort Trial & Insurance Practice Section
Member, Life Insurance Law Committee
Chair, Life Insurance Law Committee
Member, Administrative Law Committee

New York State Bar Association Member 2001 to Present
Member, Torts, Insurance & Compensation Law Section

Ohio State Bar Association Member 1973 to Present
Member, Insurance Law Committee

Association of the Bar of the City of New York Member 2001 to Present
Member, Insurance Law Committee

Columbus Bar Association Member 1973 to Present
Chair, Professional Ethics & Grievances Committes
Member, Professionalism Committee

Republican National Lawyers Association ~ Member 2002 to Present

Federalist Society Member 2001 to Present

Educational

Griffith Insurance Education Foundation Member, Leadership Council 2010 to Present
Member, Board of Trustees 1987 t0 2010
Chair, Public Policymaker Committee

Heritage Foundation Member 2010 to Present

Friends of the Ashbrook Center Member, Board of Trustees 1980s to 1990s

2



Ohio State University Distinguished
Teachers Awards Committee

Charitable

Ohio Hunger Task Force

The Salvation Army of Central Ohio
United Way of Central Ohio
Friends of WOSU

Civic

American Legion, New York Department
Ohio Public Expenditure Council

Greater Columbus Year 2000 Information
Council

_—
Republioan National Commitiee
New York State Republican Party
Ohio Republican Party

Franklin Counly Republican Party

0SU Law Young Republican Club

Ohio Youth for Nixon
Ohio Youth for Goldwater
Eraternal

New England Lodge No. 4, F&AM

Ancient Accepted Scottsh Rite,
Valley of Columbus

Aladdin Temple Shrine
Delta Tau Delta Fratemity

77

Member, Board of Trustees
Member, Advisory Board
Paceselter Member
Member, Board of Trustees

President

Member
Member

General Counsel
Membﬁ,&rwcnmmmg

Member
President

State Chairman
State Chairman

Member

1989

199510 1999
1998 to 1999

1988 to 1989

2000 to Present
1988 10 1989

Many Years
Many Years
Many Years

1992 10 1999 (Est)
1967 to 1969

1968

1964

1978 to Present

1978 to Present

Member
‘Thrice Potent Master, Enoch Lodge of Perfection

Member

1978 to Present

Member, Beta Phi Alumni Association 1974 to Present

3
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Museyms

The Guggenheim Museum Member 2001 to Present

The Metropolitan Museum of Art Member 2001 to Present

The Museum of Modem Art Member 2001 to Present

The Whitney Museum Member 2001 to Present

Religious

‘The First Church of Christ, Scientist, Boston ~ Member 1970 to Present

First Church of Christ, Scientist, NY, NY Member 2017 to Present

First Church of Christ Scientist, Cols, OH Member 1970 to 2016

Clubs (Current)

The Metropolitan Club, NY, NY Member 2001 to Present

Rocky Fork Hunt & Country Club, Cols, OH ~ Member 2009 to Present
Employment Record:

Member, Board of Directors, Ohio Farmers Insurance Company, Westfield Center, OH, 12119953 o Present
President & CEO, Life Insurance Councl of New York,Inc, New York, NY, 09/199 6 0372016
Parter, Brcker & Eckler LLP, Columbus, OH, 01/1977 1 09/1999
Associate, Bricker & Eckler LLP, Colunbus, OH, 1071973 to 12/1976
Captain, Judge Advocate General’s Corps, US. Amny, Charlotesville, VA, 01/1970 to 101973
Law Clerk, Bricker & Eckler LLP, Colunbus, OH, 09/1969 0 01/1970
Message Clerk, Ohio Senate, Columbus, OH, 09/1968 0 09/1969
Adminisrative Assistant to Liewtenant Govermor John W. Brown, Columbus, OH, 09/1967 to 0971968
Managed Apartments in Universty Area, Columbus, OH, 09/1966 0 09/1967

Goverament

Experience: List any experience in or direct association with Federal, State, or local govenments, including
any advisory, consultative, honorary or other part time service or position.
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As indicated in the foregoing section of this questionnaire, I served as the Administrative Assistant to Lieutenant
Govemor John W. Brown during my second year of law school (09/1967 to 09/1968) and as the Message Clerk in
the Ohio Senate during my third year of law school (09/1968 to 09/1969).

I also served as 2 Captain in The Judge Advocate General's Corps of the U.S. Army from 01/1970 to 10/1973.
Throughout those years of active duty, | was assigned to serve on the staff at The Judge Advocate General's
School, located on the grounds of the University of Virginia in Charlottesville, VA.

Published
Writings: List the titles, publishers and dates of books, articles, reports or other published materials you
- have written.

“An Economic Driver Supporting Families, Businesses, and the American Community,” interview of Thomas E.
Workman, LEADERS Magazine, October, November, December 2015, Vol. 38, No. 4.

“New York State Senate Public Forum on Insurance Regulation,” presented on behalf of the Life Insurance
Council of New York, Inc., October 8, 2013,

“The Life Insurance Business Has a Noble Purpose,” presented at the Round Table of New York 91 Annual
Dinner, November 30, 2009.

“How Would Principles-Based Regulation Work As a Practical Matter, In New York and Nationally?” paper
presented at 2008 Annual Meeting of the Association of Life Insurance Counsel at The Greenbrier, May 20, 2008.

“The Ramifications of September 11 for Life Insurers,” presented at the ABA-TIPS Mid-Winter Meeting Life
Insurance Law Committee Seminar at the Boca Raton Resort, January 17, 2003,

“Sale of Insurance by National Banks: The Historical Development of the Law,” paper presented to the lawyers in
the Office of General Counsel of the New York State Insurance Department in New York City, November, 1999.

Ohio Government Ethics Compliance Manual for Local Public Officials, published by Bricker & Eckler LLP in
Columbus, Ohio, January, 1995.

Employers, published by Bricker & Eckler LLP in Columbus, Ohio, SeptemberfOclober 1994.

“Plaintiff's Right to the Claim File, Other Claim Files, and Related Information: The Ticket to the Gold Mine,”
24 Tort & Ins. L. J. 137 (1988).

Political

Affiliations
and Activities: List memberships and offices held in and services rendered to all political parties or election
commitiees during the last 10 years.

Republican National Committee, Member
New York State Republican Party, Member
Manhattan Republican Party, Member
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Attended meetings and contributed occasionally to the foregoing political parties, but held no offices in and
rendered no services to political parties or election committees during the last 10 years.

Political
Contributions: Itemize all political contributions of $500 or more to any individual, campaign organization,
political party, political action commitee or similar entity during the Last eight years and identify
specific amounts, dates, and names of recipients,
2009
215 PCIPAC 500
215 NAMICPAC 500
36 Miner for Mayor 1,000
3129 Ohio Republican Party 1,500
10/10 Republican National Committee 1,000
12117 Dinallo for Attoney General 1,000
12728 Kasich for Ohio (TEW) 5,000
12/28 Kasich for Ohio (PMW) 5,000
2010
31 Stivers for Congress 500
M8 PCIPAC 600
718  WEFEDPAC 400
10/11  Batchelder for State Representative 1,000

10/11  Kasich for Govemor (TEW) 5,000
10711 Kasich for Govemor (PMW) 5,000
10/16 Ohio Republican Party 1,000
10721 Republican National Committee 1,000
1025 Batchelder for State Representative 2,500
11

330  Ted Cruz for Senate 500
420 WEFEDPAC 500
420 PCIPAC 600
917  Romney for President, Inc. 500
10/20 Batchelder for State Representative 1,000
124 Ted Cruz for Senate 500
12729 Allen West for Congress 500
2002

526 PCIPAC 600
526 'WEFEDPAC 600
5128  Ohio Republican Party 1,000
5/28  Romney Victory, Inc. 1,000
5/28  Republican National Commitiee 1,000
5128  Friends of Boehner 1,000
5128 Ted Cruz for Senate 500
7122 Shays for Senate 1,000
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Romney Victory, Inc. 2,500
Ohio Republican Party 1,000
Romney for President, Inc. 2,500
Allen West for Congress 2,500
Friends of John Boehner 1,000
Ted Cruz for Senate 500
Republican National Committee 2,000
Republican National Committee 1,000
Ohio House Republican Org Caucus 10,000
Ohio Republican Party 2,500
Dinapoli 2014 500
PCIPAC 500
WEFEDPAC 500
Gueriero for Advocate 500
New York State Republican Party 1,000
Batchelder for State Representative 1,000
Miner for Mayor 1,000
New York State Republican Party 1,000
Ohio Republican Party 1,500
Vemon Parker for Congress 500
Republican National Committee 1,600
Dewine for Attomey General 500
Kasich-Taylor 10,000
WEFEDPAC 500
PCIPAC 600
Batchelder for State Representative 2,500
New York State Republican Party 2,000
Nick Di iorio for New York 500
Friends of John Cahill for AG 1,000
Republican National Committee 1,000
Kasich-Taylor for Ohio 2,000
Republican National Committee 3,000
Right to Rise USA (Super PAC) 5,000
PCIPAC 600
WEFEDPAC 500
New York State Republican Party 1,000
New York State Republican Party 1,000
Jeb Bush 2016, Inc. 2,700
Republican National Committee 3,000
Kasich for America, Inc. 1,000
Kasich for America, Inc. 1,700
CARLY for America (Super PAC) 1,000
New Day for America(Super PAC) 10,000
Dinapoli 2018 500
Marco Rubio for President 2,700



82

/11 New York State Republican Party 1,000
219 New Day for America(Super PAC) 10,000

227 PCIPAC 600
227 'WEFEDPAC 600
3/31  New York State Republican Party 1,000
5129 Committee for Rob Portman 1,000

6/9  New York State Republican Party 1,000
819  Trump Make America Great Again 1,000
10/13  Faso for Congress 300
1173 Trump Make America Great Again 1,000

207

32 Republican National Committee 1,000
331 Republican National Committes 2,000
4128 New York State Republican Party - 5,000
519 PCIPAC 500
519 WEFEDPAC 500

Qualifications: State fully your qualifications to serve in the position to which you have been named (attach
sheet).

1 have spent a lifetime being deeply involved in the law, the regulation, and the operations of insurance companies

throughout the United States. | spent the first 26 years of my professional life, following nearly four years asa
lawyer in the U.S. Army, representing many, many insurance companies, small, medium, and large, in regulatory,
legislative, and business matters in Ohio. That work included formation and licensing, admission to do business,
sale and acquisition, rehabilitation, liquidation, guaranty associations, reserving, state taxation, agent licensing,
govemnance, compensation disclosure, life settlements, corporate-owned and bank-owned life insurance,
underwriting and claims, admitted and non-admitted assets, and many more, In addition to assisting individual
insurance and non-insurance companies with insurance-related issues, | was the voice for the life insurance
industry in Ohio as Counsel to the Assaciation of Ohio Life Insurance Companies (AOLIC) throughout those 26
years. AOLIC had approximately 15 Ohio domiciled life insurer members and 4 life insurer members domiciled
in other states. During these years, | also led the development of the Insurance Law Practice Group at the Bricker
& Eckler LLP law firm in Columbus.

Since 1993 | have served as a member of the Board of Directors of the Ohio Farmers Insurance Company

in Westfield Center, Ohio. The Company was formed by an Act of the Ohio General Assembly in
1848. Today it is one of the finest, regional, multi-line property/casualty insurance companies in the United
States. As a long-serving Director, I chaired the Governance & Nominating Committee for a number of years,
served as a member of the Compensation Comilttee for many years, and twice served on the Special Committees
to select a new Chairman & CEO. This in depth exposure to the business operations of a fine property/casualty
company combined with many, many years of involvement in virtually all aspects of the life and annuity business
has given me deep practical insightinto the financial challenges and operations of hese institations.

In the summer of 1999, | was recruited to come to New York City to serve as the President & CEO of the Life
Insurance Council of New York, Inc. (LICONY). For the next nearly 17 years, | was intimately involved in

virtually all of the active regulatory and legislative issues related to the operation of life insurers in New York
State, and as a practical matter, nationally. Because New York State has the largest concentration of ife insurers
domiciled in a state and because of the sheer size of the State in terms of population, many of the regulatory
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issues ffecting life insurers nationally are dealt with by New York State financial services regulators. Ofien the
regulatory policies that are established in New York State influence insurance regulators and the industry across
the country. Accordingly, for nearly 17 years my work at LICONY was on the leading edge of regulatory
challenges that faced the life insurance industry in America. This experience of working with subject experts at
all levels of the small, medium, and large lfe insurers that belonged o LICONY further increased my insight and
understanding of the financial and operational matters that confront insurers every day throughout the United
States. | was heavily involved in working with leading national insurer trade groups (e.g., American Council of
Life Insuress), insurance regulators within the National Association of Insurance Commissioners, and insurance
legistators participating in the National Conference of Insurance Legislators. At the time | concluded my work at
LICONY, it had 53 New York domiciled life insurer members, 21 life insurer members domiciled in other states,
and 22 professional firm members (leading eccounting, actuarial, and law firms that serve the life insurance
industry).

Throughout the last 43 years of deep, practical experience of analyzing, advising, advocating, and defending
insurers of all types and sizes, and interacting with insurance regulators and legistators in New York, Ohio, and
many other states, I have, in effect, prepared to serve in this role of Independent Member with Insurance Expertise
of FSOC. 1 understand the unique nature of the insurance mechanism, haw vital it is to the successful functioning
of our economy at both the micro and macro levels, the culture of the various segments of the insurance industry,
the culture in many instances of many, many of the companies, and maybe most important of all, many of the
people who lead and manage these great institutions today. | have a great affection for the insurance industry, for
the regulators, and for the legislators who wrestle with the ever evolving business and regulatory issues. The truth
is that insurers and regulators and legislators share the same objectives—io assure that insurers are able to keep
their promises and that they treat their customers fairly. All three are successful if these objectives are achieved.

1 would deeply appreciate this opportunity to provide the insurance perspective within the deliberations of the
Financial Stability Oversight Council. Like the current occupant of this role, Roy Woodall, a good friend of
nearly 40 years, given this assignment, | would give my full and undivided commitment to serve the land that |
love—the United States of America—in the highest traditions of honorable, dedicated, public service.

Future Employment
Relationships: 1. Indicate whether you will sever all connections with your present employer, business

firm, association or organization if you are confirmed by the Senate.

In that event I will immediately resign my position as a Member of the Board of Directors of the Ohio Farmers
Insurance Company and my position as a Member of the Board of Directors of the Insurance Federation of New
York.

2. As far as can be foreseen, state whether you have any plans after completing govemment
service to resume employment, affiliation or practice with your previous employer, business firm,

association or organization.
1 have no such plans.
3, Has anybody made you a commitment to a job after you leave govemnment?

4. Do you expect to serve the full term for which you have been appointed?

Yes.
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Potential Conflicts
Of Interest: 1. Describe any financial arrangement or deferred compensation agreements or other continuing

dealings with business associates, clients or customers who will be affected by policies which you
will influence in the position to which you have been nominated.

None.
2. List any investments, obligations, liabilities, or other relationships which might involve
potential conflicts of interest with the position to which you have been nominated.

None.
3. Describe any business relationship, dealing or financial transaction (other than tax paying)
which you have had during the last 10 years with the Federal Government, whether for yourself,
on behalf of a client, or acting as an agent, that might in any way constitute or result in a possible
conflict of interest with the position to which you have besn nominated.

None.

4, List any lobbying activity during the past ten years in which you have engaged in for the
purpose of directly or indirectly influencing the passage, defeat or modification of any legislation
at the national level of government or affecting the administration and execution of national law
or public policy.

| have never been employed or retained for the purpose of directly or indirectly influencing the passage, defiat or
modification of any legislation at the national leve! of govemment or affecting the administration and execution
of national law or public policy.

As an individual member of our church, over the past two or three years | have communicated with a few
members of Congress to encourage them to support an amendment to the Affordable Care Act that would exempt
members of the church from being subject to the requirement to purchase health insurance, similar to other
exemptions in the Act for comparable religious groups.
5. Explain how you will resolve any conflict of interest that may be disclosed by your responses
to the items above.

While I do not believe any of my responses to the foregaing items suggests or discloses in any way any conflict of
interest, in the unlikely event a conflict might arise, I will immediately confer with the Department of the
Treasury's designated agency ethics officials and the Office of Government Ethics and take all steps necessary to
remove any such conflict and any appearance of such conflict.

Civil, Criminal and
Investigatory
Actions: 1. Give the full details of any civil or criminal proceeding in which you were a defendant or any
inquiry or investigation by a Federal, State, or local agency in which you were the subject of the
inquiry or investigation.
None.

2. Give the full details of any proceeding, inquiry or investigation by any professional
association including any bar association in which you were the subject of the proceeding, inquiry
or investigation.



RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM JELENA McWILLIAMS

Q.1. The FDIC has a responsibility to protect the Deposit Insur-
ance Fund (DIF) and has continuous examination authority for in-
sured depository institutions with more than $100 billion in assets.
With that mandate and responsibility in mind, do you think that
leverage requirements for banks with over $250 billion in consoli-
dated assets should be lowered in the future, versus current re-
quirements? To revisit a question I posed at your nomination hear-
ing, how did large bank and investment bank leverage contribute
to the 2008 financial crisis?

A.1. At the hearing you asked whether I agree that “a central
cause of the 2008 crisis was too much leverage at the largest banks
and a failure of risk-weighted capital standards.” The 2008 finan-
cial crisis traces its roots to a myriad of causes that created a chain
of events which essentially led to the financial crisis. Bank leverage
is certainly one of the factors that contributed to the crisis.! The
leverage requirements at banks with consolidated assets above
$250 billion should not be viewed in a vacuum but in conjunction
with capital and liquidity requirements, and other safety and
soundness mechanisms already at the disposal of regulators.

If confirmed, I will monitor bank leverage and will work with the
FDIC staff to understand what has been done in this area, what
conclusions have been drawn by agency staff, what requirements
are necessary to protect the safety and soundness of our financial
system while reducing systemic risk, and learn what relevant
knowledge can be gained through the public comment process.

Q.2. Last November, FDIC Chair Gruenberg cautioned that “the
seeds of banking crises are sown by the decisions banks and bank
policymakers make when they have maximum confidence that the
horizon is clear.”2 Bank profits are at a record high, the tax bill
just put billions in the coffers of the financial services industry,
and policymakers in Congress and in the Administration are again
trying to relax the rules for the banking industry. Do you agree
with Chair Gruenberg that crises are built by many small decisions
made in good times?

A.2. Financial crises trace their roots to a myriad of causes, includ-
ing decisions made by regulators and financial institutions in good
times and bad. Banks and financial institutions are currently well
capitalized. However, the fundamental factor in preventing another

1As noted in “The Financial Crisis Inquiry Report: Final Report of the National Commission
on the Causes of the Financial and Economic Crisis in the United States” (i.e., “The Commission
concludes that the collapse of the housing bubble began the chain of events that led to the finan-
cial crisis. High leverage, inadequate capital, and short-term funding made many financial insti-
tutions extraordinarily vulnerable to the downturn in the market in 2007.”). See p. 230 at
https:/ |www.gpo.gov | fdsys | pkg | GPO-FCIC | content-detail.html.

2 hitps: | | www.brookings.edu [ wp-content /uploads /2017 /11/es 20171114 fdic transcript.
pdf.
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crisis is a balanced approach to prudential regulation and safety
and soundness, while ensuring that financial products and services
are widely available. If confirmed, I will continue to maintain a
strong FDIC by ensuring that banks operate in a safe and sound
manner.

Q.3. Since 2013, the FDIC has had protections in place to prevent
banks from offering abusive “deposit advance products” that are
similar to payday loans. Keith Noreika, while at the OCC, rolled
back those rules for banks regulated by the OCC. And OMB Direc-
tor Mulvaney is undoing the CFPB’s payday lending rules and end-
ing enforcement actions against abusive lenders. Should banks be
able to push people into short term loans with high fees? If con-
firmed, will the FDIC revisit its guidance to regulated entities re-
garding deposit advance products?

A.3. No customer should be “pushed” or forced into any financial
product, regardless of whether it is short- or long-term, high- or
low-cost. If confirmed, I intend to review FDIC’s regulations and
guidance, including in the consumer protection area. It is worth
noting that, as the primary regulator for consumer financial issues,
the CFPB’s rulemaking would be the controlling legal authority for
oversight of these products.

Q.4. The single costliest failure for the DIF was a large regional
bank—IndyMac. As you know, community banks end up picking up
the tab with higher insurance premiums when these big regional
banks go down. Under the Chairman Crapo’s bill, S. 2155, the Fed-
eral Reserve would decide which banks more than $100 billion but
less than $250 billion in consolidated assets would still be subject
to strict oversight under Dodd-Frank’s Section 165 regime. Are you
confident that you can trust the Federal Reserve to decide which
banks with between $100 billion and $250 billion in consolidated
assets are risky enough to warrant subjecting them to Section 165
of Dodd-Frank? Are you sure that the FDIC won’t be on the hook
for a large regional bank failure? Do you think the FDIC should
have joint authority with the Federal Reserve under S. 2155 to de-
cide who escapes stricter requirements?

A.4. Congress enacted section 165 as part of the Dodd-Frank Wall
Street Reform and Consumer Protection Act (Dodd-Frank Act). At
the time, Congress chose to vest with the Board of Governors of the
Federal Reserve System (FRB) sole authority for applying en-
hanced prudential standards for bank holding companies (BHCs)
with consolidated assets equal or greater than %50 billion in section
165.3 Congress granted similar authority to the FRB for nonbank
financial companies supervised by the FRB and recommended for

3 According to the Senate Banking Committee Majority Staff Report accompanying Dodd-
Frank Act: “To narrow the focus of the Federal Reserve to its core functions, the bill strips it
of its consumer protection functions, and its role in supervising a relatively small number of
State banks, as well as smaller bank holding companies. However, the Committee was per-
suaded that because of the Federal Reserve’s expertise and its other unique functions, it should
play an expanded role in maintaining financial stability. Thus, Title III assigns the Federal Re-
serve the responsibility for the supervision of bank and thrift holding companies with assets
over $50 billion. (Other aspects of the bill that address financial stability enhance the Federal
Reserve’s oversight of systemically important payment systems, direct the Federal Reserve to
apply heightened prudential standards to large bank holding companies, and give the Federal
Reserve supervisory responsibilities over designated nonbank financial companies.)” See p. 28
at htips:/ /www.congress.gov /111 /crpt/srpt176/CRPT-111srpt176.pdyf.
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enhanced prudential standards by the Financial Stability Oversight
Council (FSOC) under section 115.

In enacting the Dodd-Frank Act, Congress chose not to extend to
the FDIC joint authority on enhanced prudential standards, out-
side of the recommendation process of the FSOC under section 115
and with respect to the resolution plans (i.e., if the FRB and the
FDIC jointly determine that the resolution plan of a company is
not credible and would not facilitate an orderly resolution under
the bankruptcy code, such company would have to resubmit resolu-
tion plans to correct deficiencies). Congress entrusted the FRB with
the formulation and imposition of enhanced prudential standards
for banks with consolidated assets above $50 billion and certain
nonbanks, and furthermore chose not to grant joint authority to the
FDIC in this area. Should Congress choose to amend the law in
this area, it will be my duty, if confirmed, to fulfil FDIC’s statutory
mandate, in its current form or however it may be revised.

Q.5. In response to Senator Toomey’s comments at your nomination
hearing, you said that “regulatory burden plays a key component
of the consolidation in the community banking industry.” A 2014
study by Federal Reserve economists found that, “even without any
regulatory changes following the financial crisis, the weak economy
and low interest rate environment would have caused 75 to 80 per-
cent of the current decline in new charters.”® Please describe the
relative role played by interest rates, macroeconomic conditions,
regulatory requirements and other factors in terms of the trend in
community bank consolidation and the decline in de novo commu-
nity bank charters.

A.5. The 2014 Federal Reserve study largely focused on the impact
historically low interest rates have had as a barrier to de novo
bank entry. Indeed, the net interest margin is an important indi-
cator for the entry of new bank applicants. Similarly, a robust
economy is nearly equally a factor in the creation of new banks.
However, these two factors alone would not explain the current
lack of new bank applications given we have over 100 months of
consecutive economic growth with interest rates steadily increasing
above the historic post-crisis lows.

The Federal Reserve Bank of Richmond issued an economic brief
in 2015 indicating that regulatory activity may play a role in de-
clining new bank entry particularly if “de novos are absent due to
the low interest rate environment and weak economic recovery,
then entry should increase as the economy improves and the Fed
raises interest rates. If regulatory costs are the driving force be-
hind low entry rates, then future entry will depend on how those
costs change over time.” Given we are now in a lengthy, sustained
economic recovery with interest rates continuing to rise off historic
lows, the continued lack of de novo applications would support the
theory of regulation impacting the entry of new de novo bank appli-
cations.

Q.6. In response to a question from Senator Heller about whether
you will encourage new applications for industrial loan companies
(ILC), you said that you will “make sure that the FDIC moves

4 https: | |www.federalreserve.gov [ econresdata [ feds /2014 / files | 2014113pap.pdf.
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swiftly in due consideration” of ILC applications, and that “if that
encourages more applicants to send the applications in, then I
guess my answer is yes.” In recent years, financial technology firms
have rapidly expanded their presence and products in the financial
system. This growth occurred largely after the financial crisis and
the pre- and post-crisis moratoria on ILCs imposed by the FDIC
and Congress. Some fintech companies are now seeking an ILC
charter.

Q.6.a. What additional prudential and consumer protection re-
quirements, if any, would you consider as part of the approval proc-
ess of an ILC application from a fintech company?

A.6.a. ILCs are unique entities as State-chartered financial compa-
nies that are supervised by the FDIC and covered by the DIF. As
the prudential regulator of ILCs, the FDIC currently applies sig-
nificant prudential and consumer protections as part of the super-
visory process to oversee safety and soundness. I would like to un-
derstand what work the FDIC staff has done in this area to date,
specifically with respect to prudential and consumer protection re-
quirement imposed on existing ILCs and what prudential and con-
sumer protection issues should be addressed if the nature and
scope of ILCs changes over time. If confirmed, I will continue to
apply these supervisory authorities and examine whether changes
are necessary to ensure the safety and soundness of ILCs on a
going forward basis while maintaining the need for consumer pro-
tection.

Q.6.b. For purposes of compliance with the Community Reinvest-
ment Act, would you review the lending activities of all affiliates
and subsidiaries of a proposed fintech ILC’s parent company, or
just the activities of the ILC?

A.6.b. ILCs are subject to the Community Reinvestment Act which
requires a review of the ILC and not all the affiliates or the sub-
sidiaries of the parent. However, should the parent company under-
take activities that call into question the safety and soundness of
the ILC or its impact on the DIF, it could warrant a broader review
by the FDIC outside of the CRA.

Q.6.c. Are you concerned that approving new ILC charters could
weaken the separation between banking and commerce by allowing
the intermingling of banking activities with nonbanking activities
that are currently impermissible under other bank charters?

A.6.c. ILCs are uniquely structured compared to traditional bank
charters and allow the parent company to undertake additional ac-
tivities not traditionally authorized by BHCs or national associa-
tions. This has largely occurred because of the limited nature and
number of ILCs. It is worth noting that ILCs are subject to the re-
strictions imposed on banks by the Volcker rule (i.e., the regulators
did not exclude industrial companies with FDIC-insured depository
institution subsidiaries). Should we experience a dramatic uptick in
new ILC applications, due consideration would be necessary to de-
termine why the increased volume of activity and whether addi-
tional safeguards are necessary to properly manage and minimize
the risk posed.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCOTT
FROM JELENA McWILLIAMS

Q.1. Ms. McWilliams, here’s a recent Wall Street Journal headline:
“As Black-Owned Banks Struggle, a Community Sounds the
Alarm.” Quote, “Fewer banks serving low-income, minority groups
could expand ‘financial deserts’—communities with few or no bank-
ing institutions.” Tax reform included my legislation, the Investing
in Opportunity Act, to encourage business formation in economi-
cally distressed communities. But these small business owners are
going to need a hand every once in a while to meet payroll or stock
inventory. That’s why the disappearance of minority-owned banks
is so concerning. These lenders are a part of their communities and
know their customers well. A perfect example is South Carolina
Community Bank in Columbia. Please answer the following with
specificity:

Q.1l.a. Are FDIC examiners attuned to the challenges facing these
banks? What will you do as Chair to make sure?

A.l.a. At this time, since I have not been privy to FDIC examiners’
work first-hand, I am unable to adequately respond to your ques-
tions whether FDIC examiners are attuned to these challenges. If
confirmed, I will ensure that FDIC examiners fully understand and
are prepared to appropriately address these challenges and look
forward to working with your office on any technical assistance
your office may seek on these issues.

Q.1.b. Will you commit to updating my office on the FDIC’s deal-
ings with South Carolina Community Bank?

A.1.b. Yes.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR ROUNDS
FROM JELENA McWILLIAMS

Q.1. The regulation establishing what is considered a brokered de-
posit is now 26-years old, and is not cognizant of the way most
Americans today open deposits with banking organizations. The
treatment of a deposit as “brokered” under the regulation is con-
sequential for banks.

Would you be willing to re-examine the regulations involving bro-
kered deposits in light of the structure of deposit markets today?

A.l. Yes.

Q.2. One of the most important strengths of the FDIC is the ability
to maintain customers’ access to their insured deposits in the event
of the failure of their bank. A few years ago, the FDIC proposed
changes to its approach to resolving banks with a large number of
insured deposits accounts. In practice, however, there is concern
that the implementation of the new rules are far more complicated
than necessary.

Would you be willing to take a fresh look at relevant regulations
and corresponding implementation issues to see if they can be im-
proved?

A.2. Yes.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR
MENENDEZ FROM JELENA McWILLIAMS

Q.l.a. It’'s been more than 4 months since Hurricane Maria hit
Puerto Rico, and a third of the island of Puerto Rico remains with-
out power and nearly 10 percent of the island’s residents still have
no access to clean water. If that wasn’t bad enough, the island is
on the verge of a potential foreclosure crisis, with approximately
one third of the island’s homeowners behind on their mortgage pay-
ments.

What steps can the FDIC take, pursuant to its safety and sound-
ness responsibilities, to encourage banks to impose or extend a
foreclosure moratorium and to extend or modify loan terms for bor-
rowers in distress due to the Hurricane?

A.l.a. The FDIC has at its disposal a number of safety and sound-
ness statutory mandates while most of its consumer protection au-
thorities have transferred over to the CFPB pursuant to the Dodd-
Frank Act. In addition, certain accounting rules govern how banks
have to treat asset categories deemed nonperforming. While at this
time I have not been privy to any internal work the FDIC might
have done in this specific area, if confirmed, I will work with the
FDIC staff to understand what options are available to the agency
to assist borrowers in distress due to the Hurricane.

Q.1.b. Will you commit to examining every available option to en-
sure banks are assisting distressed borrowers in Puerto Rico?

A.1.b. Yes.

Q.2. Compensation practices at large financial firms prior to the
crisis incentivized excessive risk-taking and created a business en-
vironment with no guard rails where banks played fast and loose
with the savings and investments of hard-working families. Those
same families paid the price when the crisis hit and they lost their
homes to foreclosure and saw their savings wiped away in the blink
of an eye.

Congress passed a law requiring the financial regulators to pro-

hibit payment practices that encourage inappropriate risk-taking-
understanding that this is a joint rulemaking, can I have your com-
mitment that you will follow the law and work to finalize the Dodd-
Frank Section 956 incentive-based compensation rulemaking?
A.2. The Dodd-Frank Act is the law of the land, and the FDIC
should fulfill its statutory duties under that law whether in its cur-
rent State or as may be amended by Congress. In my experience
as a regulatory attorney at the Federal Reserve Board of Gov-
ernors, joint rulemakings can take longer to prepare and finalize
because multiple agencies with varied jurisdictions are involved. If
confirmed, I will work to fulfil FDIC’s statutory mandates.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHATZ
FROM JELENA McWILLIAMS

Q.1. A common refrain from this Administration is that financial
regulations are overly costly and burdensome. In fact, the Federal
Reserve has staffed a new office to conduct cost-benefit analyses.
However, there is little evidence that financial regulations are a
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drag on the banking industry. On the contrary, the facts show that
banks are thriving:

e According to FDIC data, banks had record-breaking profits in
2016 and the highest return on equity in years. Data from
2017 shows banks may do even better this year.

e Across the board, banks have increased their dividends to
shareholders by 17 percent.

e Community banks’ earnings have also been increasing—they
were up almost 10 percent this quarter compared to last year.

e Household credit, such as home loans, car loans, credit cards,
has surpassed prerecession highs.

e According to the Fed, sluggish loan growth in the commercial
sector is due to a lack of demand.

Q.1l.a. How do regulators account for the benefit of avoiding an-
other financial crisis in a cost-benefit analysis?

A.l.a. Regulations are an essential component of our Federal regu-
latory framework for financial institutions. However, as many
scholars have noted, regulations do pose a burden on financial in-
stitutions and the economy as a whole. Quite often, the regulators
are faced with a difficult task to ascertain how much a particular
regulation will cost the economy versus how likely it is to prevent
a certain type of conduct, risk, or other action that could lead to
a crisis. I believe that just because that task is difficult does not
mean the regulators should shy away from it. The best way to en-
sure that regulations strike preventative balance while ensuring
that financial products and services are available to consumers and
businesses to grow the economy is by having the regulators engage
in a meaningful, objective and empirical analysis. The balance be-
tween regulation and constraints on the economy is necessary and,
if confirmed, I will work to ensure that proper balance is achieved
and maintained.

Q.1.b. If banks are making record profits, and the cost of a finan-
cial crisis is enormous to the whole economy, do you think it is ap-
propriate to leave Dodd-Frank financial regulations in place?

A.1.b. The proper balance between regulation and market econom-
ics is important and if confirmed, I will ensure the FDIC maintains
such balance. The FDIC has a statutory mandate to promulgate
rules and regulations pursuant to laws passed by Congress. The
Dodd-Frank Wall Street Reform and Consumer Protection Act is
the law of the land, and the FDIC should fulfill its statutory duties
under that law whether in its current state or as may be amended
by Congress.

Q.1.c. Shouldn’t we view the costs of complying with financial reg-
ulations as banks internalizing the risk of a future financial crisis,
rather than leaving that risk on taxpayers’ shoulders?

A.l.c. Taxpayers should not bear the consequences of the failure or
any financial institution, which is why the DIF is funded by finan-
cial institutions and shoulders the burdens of any failed institution.
If confirmed, I will ensure the adequate oversight of FDIC-regu-
lated institutions to protect the DIF from taxpayer funded bailouts.
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Q.2. In 2009, the FDIC completed a pilot program on small dollar
lending demonstrating that banks can profitably offer affordable
small-dollar loans as an alternative to predatory payday loans.

Q.2.a. Do you think the FDIC should continue to provide guidance
and support to help community banks offer affordable small-dollar
loans?
A.2.a. The FDIC’s pilot program predated the enactment of the
Dodd-Frank Wall Street Reform and Consumer Protection Act
which transferred 17 consumer protection statutes to the CFPB
while granting the CFPB additional authority in Title X of that act.
Pursuant to the Dodd-Frank Act, banks with more than $10 billion
in assets have the CFPB as its primary regulator for consumer pro-
tection, whereas safety and soundness regulation continues to be
performed by the prudential regulator. For banks with $10 billion
or less in assets, the rulemaking, supervisory, and enforcement au-
thorities for consumer protection are divided between the CFPB
and the prudential regulators.

If confirmed, I intend to review FDIC’s regulations and guidance,
including in the consumer protection area.

Q.2.b. If so, will you commit to working with my staff and me to
expand the FDIC’s work in this area?

A.2.b. Given the Dodd-Frank Act’s consolidation and transfer of
consumer protection statutes to the CFPB, I would have to defer
to the CFPB for general matters of consumer regulation. The
FDIC’s work in this area should not contradict what has been done
by the CFPB in order to ensure regulatory consistency and provide
certainty to market participants and consumers alike. If confirmed,
I stand ready to offer any technical assistance your office may seek
on this and related consumer protection issues, recognizing the
CFPB’s role in this space.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORTEZ
MASTO FROM JELENA McWILLIAMS

Q.1. The Financial CHOICE Act, (H.R. 10), which passed the
House on a partisan vote, would subject the Federal Deposit Insur-
ance Corporation to the congressional appropriations process.

In your view, how would relying on congressional appropriations
impact the FDIC’s ability to supervise 4,000 financial banks?

A.1. The FDIC receives no congressional appropriations—it is fund-
ed by premiums that banks and thrift institutions pay for deposit
insurance coverage and from earnings on investments in U.S.
Treasury securities. The FDIC is not unique in this respect as
other Federal financial regulators are afforded a unique position in
the Federal budget and appropriations process by funding oper-
ations outside of the congressional appropriations process. This de-
sign has allowed the FDIC and other Federal financial regulators
to operate independent from Congress.

Adequate resources are necessary for the FDIC, and other finan-
cial regulators, to ensure appropriate staffing and operations. How-
ever, this independent financial status should be subject to strict
oversight and accountability to ensure that operations utilize only
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as many funds as necessary to conduct the mission without waste,
fraud, or abuse.

I am not sure how the FDIC’s operational status, including its
supervisory and examination functions, would change if the law
were passed to subject the FDIC to congressional appropriations. If
confirmed, I would seek guidance from the FDIC staff on the im-
pact of potential congressional appropriations on its operations, in-
cluding supervisory functions.

Q.2. Financial institutions have had a great deal of good news re-
cently. Financial institutions are making solid profits: $48 billion
in the 3rd Quarter of 2017—5 percent increase from the year ear-
lier. Community banks reported $6 billion in net income. An in-
crease of 9 percent from the previous year. They have higher net
income. They are generating more loans. The number of unprofit-
able banks and ‘problem banks’ continued to fall. However, there
are still market gaps. The home ownership rate between whites (73
percent) and African Americans (41 percent) is worse than it was
when the Fair Housing Act was enacted in 1968. Only 47 percent
of Latinos are homeowners.

Q.2.a. To follow up on our discussion during your confirmation
hearing, please share some specific ideas for what will you do as
head of the FDIC to encourage sustainable home ownership for
La{:in(())s, African Americans and millennials whose access continues
to lag?

A.2.a. Home ownership continues to be a challenge in certain com-
munities following the financial crisis, despite being one of the key
metrics for financial stability and wealth generation. Regulators
continue to utilize tools such as the CRA and fair lending laws to
ensure that access to financial products and services is uniform. If
confirmed, I would continue to utilize these tools to ensure uniform
access to financial products and services, including home mort-
gages. However, all financial regulators should also continue to as-
sess barriers to market entry for home ownership including a lack
of affordable housing, regulatory requirements that can increase
the cost of mortgages, the need for robust liquidity and capital re-
quirements, and consumers’ access to entry level products such as
FHA and VA mortgages, among others.

Q.2.b. How will you ensure the 4,000 or so financial institutes reg-
ulated by the FDIC meet their Community Reinvestment Act obli-
gations to provide loans and services in all communities in which
they take deposits?

A.2.b. As I stated in the hearing, the Community Reinvestment Act
(CRA) is the law of the land and it is the duty of the regulatory
agencies tasked with its implementation to ensure full compliance
with the law. The FDIC, like other prudential financial regulators,
maintains a robust and effective CRA program as part of the super-
visory process. If confirmed, I intend to ensure that all of the 4,000
plus institutions are operating safely and soundly while adequately
serving their markets.

Q.3. Since 2013, the FDIC has had protections in place to prevent
banks from offering abusive “deposit advance products” that are
similar to payday loans. Keith Noreika, while at the OCC, rolled
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back those rules for banks regulated by the OCC. And OMB Direc-
tor Mulvaney is undoing the CFPB’s payday lending rules and end-
ing enforcement actions against abusive lenders.

What will you do to enable banks to provide lower-cost small dol-
lar loans as alternatives to short-term high-fee payday loans?

A.3. If confirmed, I intend to review FDIC’s regulations and guid-
ance, including in the consumer protection area. It is worth noting
that, as the primary regulator for consumer financial issues, the
CFPB’s rulemaking would be the controlling legal authority for
oversight of these products.

Q.4. Last November, FDIC Chair Gruenberg cautioned that, “the
seeds of banking crises are sown by the decisions banks and bank
policymakers make when they have maximum confidence that the
horizon is clear.” Bank profits are at a record high, the tax bill just
put billions in the coffers of financial services firms, and policy-
makers in Congress and in the Administration are again pushing
deregulation.

Do you agree with Chair Gruenberg that crises are built by many
small decisions made in good times?

A.4. Financial crises trace their roots to a myriad of causes, includ-
ing decisions made by regulators and financial institutions in good
times and bad. Banks and financial institutions are currently well
capitalized. However, the fundamental factor in preventing another
crisis is a balanced approach to prudential regulation and safety
and soundness, while ensuring that financial products and services
are widely available. If confirmed, I will continue to maintain a
strong FDIC by ensuring that banks operated in a safe and sound
manner.

Q.5. The FDIC’s 2012 community banking study found that bigger
banks grew faster than smaller banks over the last 30 years, in
large part because Congress loosened rules and they were able to
acquire smaller banks. In fact, the number of banks with more
than $10 billion in assets grew eleven-fold since 1984. They now
hold more than 80 percent of industry assets.

Will loosening the rules for large regional banks encourage acqui-
sitions that will lead to fewer community banks?

A.5. Industry consolidation continues to be a challenge, particularly
among community banks. The Dodd-Frank Act and subsequent reg-
ulations have posed a significant implementation challenge for
community and mid-sized banking institutions, particularly be-
cause they lack the size and the economies of scale compared to
larger financial institutions that can spread the cost of compliance
over a larger asset base. The key to address this incentive for size
and the economies of scale is to properly calibrate and tailor regu-
lations commensurate to the risk of the financial institution. By ef-
fectively tailoring regulation, the incentives to increase size (by
merger or otherwise) and scale may be limited.

Q.6. The FDIC’s 2012 community banking study noted that the
worst periods for community bank failures were after periods of de-
regulation and lax oversight from regulators—the S&L crisis of the
late ’80s/early '90s, and the 2008 crisis. Congress and regulators
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are again proposing to pull-back on rules, supervision and enforce-
ment.

Are you concerned that another period of financial instability
caused by deregulation could create yet another wave of community
bank failures?

A.6. If confirmed, I will ensure the FDIC maintains a robust super-
visory and examination process with emphasis on the safety and
soundness of supervised institutions. A part of this mandate is to
ensure that community banks can function and serve their commu-
nity in safe and sound manner, while limiting the likelihood of
their failure.

Q.7. Even as Congress and regulators are in the process of undoing
Wall Street Reform, a whole host of rulemakings remain incom-
plete. For example, “source of strength” requirements to protect in-
sured deposits and compensation rules to prevent excessive risk-
taking.

If confirmed, is the FDIC under your direction going to complete
work on these rules?

A.7. If confirmed, I will ensure that the FDIC fulfills its statutory
requirements and meet its statutory obligations to conduct nec-
essary rulemakings.

Q.8. Fifth Third Bank spent $1.6 billion on stock buybacks in 2017.
By contrast, the bank announced that they’ll spend around $23.6
million on employee raises and bonuses because of the tax bill.
That’s 68 times more spent on buybacks than workers.

Q.8.a. Do you think that stock buybacks are a good use of the
windfall from the tax bill?

A.8.a. Fifth Third Bank, like other financial institutions subject to
the Federal Reserve’s Comprehensive Capital Analysis and Review
(CCAR) process, is required by regulation to seek prior approval of
any stock buyback and/or capital distribution. As such, the 2017
stock buybacks were approved by the Federal Reserve prior to the
passage of the Tax Cuts and Jobs Act. Stock buybacks and share-
holder distributions that occur in the normal course of business are
necessary for the capital markets to operate efficiently.

The tax reform legislation has allowed Fifth Third Bank to pro-
vide additional incentives to employees as part of a comprehensive
compensation package to share benefits with the employees, their
families, and the communities it serves. Moreover, even before the
tax reform legislation, Fifth Third Bank has manifested its commit-
ment to the communities it serves by committing to lend or invest
$30 billion to low- and moderate-income (LMI) borrowers and in
LMI communities over a 5-year period from 2016 to 2020.

Q.8.b. Do you think that banks will meaningfully raise pay for
workers or lower prices for consumers as a result of the tax bill?
A.8.b. As has been reported in the media, many banks and corpora-
tions are passing along some of those tax savings to employees and
customers through a host of different methods as a direct result of
the Tax Cuts and Jobs Act.
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Q.8.c. Fifth Third has been profitable for a while—the bank made
over $2 billion in profits over the last four quarters. Why did the
bank choose now to raise its wages?

A.8.c. The Tax Cuts and Jobs Act provided a unique opportunity
for Fifth Third to pass along some of those savings directly to bank
employees.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM MARVIN GOODFRIEND

Q.1. Asked by Senator Cortez Masto about your currency-tax pro-
posal, you claimed that you “didn’t propose that,” explaining that
“it was an academic paper showing what could be done.” But in an
August 2000 Federal Reserve Bank of Richmond paper, you wrote:
“I recommend that a central bank put in place systems to raise the
cost of storing money by imposing a carry tax on its monetary li-
abilities.” By offering a concrete policy recommendation, you en-
gaged in more than an abstract academic exploration of ways to
overcome the zero bound on interest rate policy. Do you still believe
that this proposal is wise policy? Why or why not?

A.1. T have spent my 40-year career thinking, writing, and teaching
about issues in the field of economics. On many occasions, I have
been asked to consider theoretical issues in order to contribute to
the robust debate among central bankers here in the United States
and around the world. As an academic-practitioner at the Federal
Reserve Bank of Richmond, I presented an academic paper to a
Federal Reserve conference in 1999 to imagine monetary policy op-
tions that would be available should interest rates hit the zero in-
terest bound. I discussed negative interest rate policy and quan-
titative easing. Indeed, economists have been studying various as-
pects of negative interest rates for most of the last century. And
today, some major central banks abroad have implemented nega-
tive interest rate policy together with other policy initiatives, in-
cluding quantitative easing. The current focus of U.S. monetary
policy is on continuing the path of gradually removing accommoda-
tion as the labor market strengthens and there is continued
progress toward the 2 percent inflation objective. If confirmed, I
would be committed to working with my colleagues on the Federal
Open Market Committee (FOMC) to promote the economic well-
being of the United States by fostering maximum employment and
stable prices.

Q.2. Asked by Senator Jones about your views on Fed independ-
ence, you stated that the Fed “absolutely needs to be independent
of politics,” including with respect to “monetary policy” and “finan-
cial regulation.” Asked further whether you “still favor Congress
appropriating the budget for the Fed,” you responded, “I don’t favor
that.”

But you are listed as a supporter?! of the Financial CHOICE Act
of 2017,2 which includes several provisions that would decrease the
Fed’s independence. For example, section 365 would bring the non-
monetary-related-functions of the Board of Governors into the

1 https:/ | financialservices.house.gov | news | documentsingle.aspx?DocumentID=400837.
2 https:/ |www.congress.gov [ bill [ 115th-congress [ house-bill | 102r=1.
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appropriations process; section 1001 would constrain the FOMC’s
monetary policy, including through a requirement that the FOMC
explain to Congress any departure from the Taylor rule; section
1008 would place additional restrictions on the Fed’s section 13(3)
powers; and section 1010 would require a GAO “audit” of the Fed’s
monetary policy. Some of these proposals are similar to ideas you
have advanced in your own writings. In a 2011 “Shadow Open
Market Committee” paper, you advocated more forceful congres-
sional oversight over the Fed, which included proposals similar to
sections 1001 and 1008.

Accordingly, I would like to clarify your views on Fed independ-
ence.

e Do you support section 365 of the Financial CHOICE Act?

e Do you support sections 1001, 1008, and 1010 of the Financial
CHOICE Act? How would these provisions enhance the Fed’s
independence? Also, how would you envision these provisions
working—in practice?

¢ Do you stand by the proposals described in your 2011 Shadow
Open Market Committee paper, “Congressional Oversight of
the Federal Reserve”? How would these provisions enhance the
Fed’s independence?

o If the Fed were faced with the imminent threat of another fi-
nancial crisis and it determined that the purchase of non-
Treasury assets was necessary to stop that crisis or reduce its
impact, could a delay in obtaining congressional authorization
worsen the crisis?

A.2. The foundational concept of the legislation is that financial
firms are given a choice to hold higher levels of capital in exchange
for regulatory relief. That is a general principle that I support.
Moreover, I strongly support efforts to further tailor regulations so
that they are appropriate for the size, complexity, and risk of indi-
vidual institutions, particularly community banks. If confirmed, I
would work with Congress and my colleagues at the Federal Re-
serve Board (Board) and the other Federal banking agencies to en-
sure that the regulatory and supervisory frameworks promote sus-
tainable credit availability and economic growth.

Throughout my career, both within the Federal Reserve and in
academia, I have been a strong supporter of the independence of
the Federal Reserve. As I noted in my hearing, the Federal Reserve
must remain insulated from political influences so that it can effec-
tively conduct monetary policy in support of the dual mandate and
promote a safe and sound financial system through its regulatory
and supervisory responsibilities. Subjecting the Federal Reserve to
appropriations would make the conduct of monetary policy and reg-
ulatory and supervisory policy vulnerable to political influence. At
the same time, the Federal Reserve is accountable to the Congress
and the American people. If confirmed, I would work with my col-
leagues on the Board and the FOMC to further enhance the trans-
parency of the Federal Reserve.

Q.3. Asked by Senator Reed about your view of the Orderly Liq-
uidation Authority (OLA), you testified that you “agree with Gov-
ernor Powell’s statement.” Governor Powell had stated: “There may
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come a time when a bankruptcy is not going to work in a very
stressful situation that really threatens the economic health of the
country just like what happened in 2007, 2008, and 2009. And in
that case we really will need a backup in the form of something
like Orderly Liquidation Authority.” But you elaborated that you
believe the OLA “deserves . . . reconsideration,” referring to “lack
of clarity and boundaries” during the last crisis. You further ex-
plained that it would be important to make sure the OLA “works
in practice,” and check whether it has enough clarity and bound-
aries to ensure “accountability.” Asked further whether any further
“look” would be to ensure that it works in practice rather than
“abandoned,” you responded that you “have no predilections one
way or the other.” This comment, which implies that you do not
have a view as to whether the OLA should exist, is inconsistent
with your support of the Financial CHOICE Act of 2017, which
would repeal the OLA. Accordingly, I would like to clarify your
views on the OLA.

¢ Do you believe that Congress should repeal the OLA? Why or
why not?

o If confirmed, would you support the use of the OLA in a situa-
tion where bankruptcy is not a practicable alternative? Why or
why not?

e How would a bankruptcy-oriented resolution system work in
pract;ce for large, systemically important financial institu-
tions?

e How would a large, systemically important financial institution
obtain debtor-in-possession financing from the private markets
in a bankruptcy-oriented resolution system in time to stop a
widespread financial crisis?

A.3. I agree with many experts in this area that bankruptcy should
be the preferred route for resolving a failing financial company.
However, a key lesson of the recent crisis was that the Government
needed a better way to deal with the failure of a large financial
firm, and in response, Congress created the Orderly Liquidation
Authority (OLA). If confirmed, I would certainly consider whether
the circumstances of any impending failure of a systemically impor-
tant financial company warranted resolution under the current
OLA rather than the Bankruptcy Code. As a matter of principle,
clarity in the boundary of responsibilities around the resolution
process is critically important; it must be in place beforehand, so
that parties can be accountable for their role in a future crisis. I
am aware that Members of Congress are examining this authority.
If confirmed, I look forward to studying the issue and helping Con-
gress in any way that I can.

RESPONSE TO WRITTEN QUESTION OF SENATOR MENENDEZ
FROM MARVIN GOODFRIEND

Q.1. Compensation practices at large financial firms prior to the
crisis incentivized excessive risk-taking and created a business en-
vironment with no guard rails where banks played fast and loose
with the savings and investments of hard-working families. Those
same families paid the price when the crisis hit and they lost their
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homes to foreclosure and saw their savings wiped away in the blink
of an eye.

Congress passed a law requiring the financial regulators to pro-
hibit payment practices that encourage inappropriate risk-taking-
understanding that this is a joint rulemaking, can I have your com-
mitment that you will follow the law and work to finalize the Dodd-
Frank Section 956 incentive-based compensation rulemaking?

A.1. Incentive compensation is an important tool in successful man-
agement of financial institutions and is critical to attracting quali-
fied employees and executives. However, improperly structured in-
centive-based compensation arrangements may encourage inappro-
priate risk-taking at financial institutions. If confirmed, I look for-
ward to engaging with Federal Reserve Board members and staff
to better understand the impact of incentive compensation prac-
tices on the safety and soundness of financial institutions.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNER
FROM MARVIN GOODFRIEND

Fed Balance Sheet

Q.1. The FOMC has begun to normalize the Fed balance sheet. At
the same time, the European Central Bank has signaled that its
support of the European government bond market will eventually
decrease.

e Do you think that the resulting material drop in Fed demand
for longer-dated Treasuries and agency debt, when combined
with the expectations of a significant drop in European Central
Bank demand for long-dated European government debt secu-
rities due to ECB tapering, will result in a global oversupply
of long-dated Government paper that could significantly push
up U.S. bond rates?

e Have you been able to quantify how much you think long-end
U.S. rates could move up if there is an overlap in ECB and Fed
balance sheet normalization?

e As a result, do you think there could be a significant negative
effect on U.S. mortgage rates? Housing is an area of the econ-
omy that still has room to grow compared to historic norms.

A.1. Last year, the Federal Reserve initiated a plan it described as
normalizing the size of its balance sheet. Under the plan, the Fed-
eral Reserve stated that it would scale back the extent to which it
reinvests principal payments on its existing securities holdings. As
a result, the balance sheet will gradually decline over a period of
several years. A number of studies have suggested that this process
could put some modest upward pressure on longer-term rates over
time. That said, many analysts have projected that longer-term in-
terest rates, both here and abroad, will remain quite low for many
years to come. If confirmed, analyzing and understanding the Fed-
eral Reserve’s expectations of the effect of balance sheet normaliza-
tion will be one of my first priorities. I would also look forward to
working with you and continue to discuss any questions or con-
cerns that you might have in this area.
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Monetary Policy

Q.2. You have been an advocate for more rules-based approach to
monetary policy and have criticized the Fed for increasing uncer-
tainty in the markets.

Q.2.a. How do you think rules-based monetary policy, like the Tay-
lor Rule, would have affected the U.S. economy over the last decade
during and since the crisis?

A.2.a. Policy rules, such as the Taylor rule, provide a mechanical
link between the setting of the Federal funds rate and a small
number of economic variables, such as the inflation rate and an es-
timate of resource slack in the economy. Such rules embody several
key principles of good monetary policy, and the Federal Open Mar-
ket Committee (FOMC) routinely reviews policy recommendations
from a variety of benchmark rules. Such policy rules have provided
a useful “focal point” around which current policy actions can be
compared and justified against historical circumstances, and in fact
have served this purpose during the past decade. However, while
policy rules can provide useful guidance, their use requires careful
judgments about the measurement of their inputs and the many
considerations that such rules do not take into account. If con-
firmed, I would look forward to working with my colleagues on the
FOMC to promote policies that would further increase trans-
parency and accountability at the Federal Reserve, by giving policy
rules more prominence in its communications, including a more ro-
bust discussion of the use of rules to guide the conduct of monetary
policy.

Q.2.b. What do you believe is the purpose of the Fed’s dual man-
date of targeting inflation and employment? Are you committed to
targeting not just inflation but ensuring full employment level in
the United States?

A.2.b. Congress set forth the mandate for monetary policy in the
Federal Reserve Act, which directs the Federal Reserve to conduct
monetary policy so as to promote maximum employment and stable
prices. If confirmed, I would be fully committed to pursuing the
goals that Congress has given to the Federal Reserve. Both objec-
tives of the dual mandate are critical in promoting the economic
well-being of the United States. Economic models have shown that
monetary policy that is directed at minimizing deviations of em-
ployment from longer-run normal levels and inflation from a low
target rate tends to be in the best interest of households and busi-
nesses over time. As noted in the FOMC’s Statement of Longer-
Run Goals and Monetary Policy Strategy, the Federal Reserve’s
statutory objectives are generally complementary. Recent history
provides an example of how the Federal Reserve’s commitment to
anchoring long-run inflation and inflation expectations enables the
Federal Reserve to maintain an accommodative policy until the un-
employment rate can be brought down to the vicinity of full em-
ployment.

Q.2.c. Given that the U.S. economy is running above potential,
would you expect any short-term stimulative effect of the tax pro-
posals will contribute to inflation?
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A.2.c. If confirmed, my role as a Member of the FOMC would be
to fulfill the Federal Reserve’s mandate of maximum employment
and price stability. Fiscal policy can certainly affect the economic
outlook that FOMC Members consider in setting monetary policy.
However, it is one of many considerations. If confirmed, I would
certainly be mindful of any factors, including fiscal policy, that
might affect the economic outlook.

Q.2.d. Do you believe that the Dodd-Frank Title II Orderly Liq-
uidation Authority should be preserved and used in circumstances
in which bankruptcy is inadequate to address the failure of a large
financial institution?

A.2.d. T agree with many experts in this area that bankruptcy
should be the preferred route for resolving a failing financial com-
pany. However, a key lesson of the recent crisis was that the Gov-
ernment needed a better way to deal with the failure of a large
financial firm, and in response, Congress created the Orderly Lig-
uidation Authority (OLA). If confirmed, I would certainly consider
whether the circumstances of any impending failure of a system-
ically important financial company warranted resolution under the
current OLA rather than the Bankruptcy Code. As a matter of
principle, clarity in the boundary of responsibilities around the res-
olution process is critically important; it must be in place before-
hand, so that parties can be accountable for their role in a future
crisis. I am aware that Members of Congress are examining this
authority. If confirmed, I look forward to studying the issue and
helping Congress in any way that I can.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHATZ
FROM MARVIN GOODFRIEND

Q.1. A common refrain from this Administration is that financial
regulations are overly costly and burdensome. In fact, the Federal
Reserve has staffed a new office to conduct cost-benefit analyses.
However, there is little evidence that financial regulations are a
drag on the banking industry. On the contrary, the facts show that
banks are thriving:

e According to FDIC data, banks had record-breaking profits in
2016 and the highest return on equity in years. Data from
2017 shows banks may do even better this year.

e Across the board, banks have increased their dividends to
shareholders by 17 percent.

e Community banks’ earnings have also been increasing—they
were up almost 10 percent this quarter compared to last year.

e Household credit, such as home loans, car loans, credit cards,
has surpassed prerecession highs.

e According to the Fed, sluggish loan growth in the commercial
sector is due to a lack of demand.

Q.1.a. How should the Federal Reserve account for the benefit of
avoiding another financial crisis in conducting cost-benefit analyses
of financial regulation?
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Q.1.b. If banks are making record profits and the cost of a financial
crisis is enormous to the whole economy, do you think it is appro-
priate to leave Dodd-Frank financial regulations in place?

Q.1.c. Should we view the costs of complying with financial regula-
tions as banks internalizing the risk of a future financial crisis,
rather than leaving that risk on taxpayers’ shoulders?

A.l.a.—c. I understand the Federal Reserve generally takes costs
and benefits into consideration in developing its rules. I also under-
stand that the Federal Reserve has established a unit to focus on
cost-benefit analysis for significant rulemakings, which I believe
will be a helpful step in the rulemaking process. In response to the
financial crisis, over the past several years, a number of important
changes to regulation and supervision have been put in place to im-
prove the resiliency of financial firms and the banking system and
to address the weaknesses that contributed to the crisis, as well as
enhance the ability of financial firms to withstand economic
downturns. As possible changes to the post-crisis structure of regu-
lation and supervision are considered, I agree with the Federal Re-
serve’s stated goals of better tailoring supervision and regulation to
be more efficient while maintaining the resilience of the financial
system. If confirmed, I look forward to working with my colleagues
on the Federal Reserve Board in these efforts.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORTEZ
MASTO FROM MARVIN GOODFRIEND

The Financial Choice Act (H.R. 10)

Q.1. Your support for the Financial CHOICE Act of 2017, (H.R. 10)
concerns me. H.R. 10 repeals many of the Dodd-Frank protections
surrounding systemically important financial institutions. The bill
allow banks to elect a simple leverage ratio instead of risk-weight-
ed capital requirements. It adds impediments to enforcement (in
the name of “due process rights” which would allow banks to avoid
accountability for fraud or deceptive practices. It repeals the Or-
derly Liquidation Authority in favor of less practical bankruptcy
provisions. It requires congressional approval before any major fi-
nancial regulation can take effect restricting the Fed’s ability to re-
spond nimbly to markets. Section 1001 would constrain the
FOMC’s monetary policy, including through a requirement that the
FOMC explain any departure from the Taylor rule; and section
1008 would place additional restrictions on the Federal Reserve’s
section 13(3) powers. It converts the Consumer Financial Protec-
tion Bureau, Office of the Comptroller of the Currency, and the
Federal Housing Finance Agency into bipartisan commissions more
likely to slow actions, and requires the Fed to describe its monetary
policy in a more detailed, rule-like manner.

Which of those provisions do you support and why? Which do you
oppose and why?
A.1. The foundational concept of the legislation is that financial
films are given a choice to hold higher levels of capital in exchange
for regulatory relief. That is a general principle that I support.
Moreover, I support efforts to further tailor regulations so that they
better take into account factors such as the size, complexity, and
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risk profile of individual institutions, particularly community
banks. If confirmed, I would work with Congress and my colleagues
at the Federal Reserve Board (Board) and the other Federal bank-
ing agencies to ensure that the regulatory and supervisory frame-
works promote sustainable credit availability and economic growth
as well the safety and soundness of supervised institutions.

Q.2. Despite your comments during the hearing supporting the
dual mandate and your statement that you “regret” saying it was
“incoherent,” you are well known for opposing the Federal Re-
serve’s obligation to reduce unemployment. Extensive evidence
strongly support the benefits of having our Nation’s Central Bank
place weight on both sides of its mandate—full employment and
low inflation—resulted in lower unemployment, stronger wage
growth, tighter labor markets, and reduced racial economic dispari-
ties.

Please explain your current views regarding the Federal Re-
serve’s full employment mandate. Please note your understanding
of the civil rights history of the full employment mandate to create
an economy where anyone who wants employment can find it.

A.2. Congress established the Federal Reserve more than a century
ago to provide a safer and more flexible monetary and financial
system. Nearly 40 years ago, Congress directed the Federal Re-
serve to conduct monetary policy to foster a dual mandate of maxi-
mizing employment and maintaining price stability. As you indi-
cated, the maximum employment mandate means all people who
want to work either have a job or are likely to find one fairly quick-
ly. The goal of the price stability requirement is to keep inflation
low and stable enough that it does not figure into households’ and
businesses’ economic decisions. Both objectives of the dual mandate
are critical in promoting the economic well-being of the United
States. As noted in the Federal Open Market Committee’s (FOMC)
Statement of Longer-Run Goals and Monetary Policy Strategy, the
maximum level of employment is not directly measurable and may
change over time. However, maintaining full employment is impor-
tant in promoting price stability over time and vice versa. If con-
firmed I would be fully committed to pursuing the goals that Con-
gress has given to the Federal Reserve.

Q.3. In 2012, you told Bloomberg that “it is really doubtful whether
or not the Fed could achieve 7 percent [unemployment.] . . . Even
if the Fed did succeed by Herculean task getting the unemployment
rate down to 7 percent, we could never be sure whether that unem-
ployment rate was below what we call the natural rate, in which
case it would give rise to a rising inflation rate in the next few
years, which would be disastrous for the economy.” You made simi-
lar remarks to the Wall Street Journal in July of 2011 saying that
the Federal Reserve should prioritize inflation over unemployment.
During that time period, the unemployment rate in Nevada was
12.9 percent—the highest in the country. In your subsequent
writings, you continue to urge Congress to eliminate the Federal
Reserve’s full employment mandate. For example, in July of 2011,
you told the Wall Street Journal that the Federal Reserve should
prioritize inflation over unemployment. In today’s labor market
with 4 percent unemployment, we are finally starting to see
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improvements in the labor force participation rate, and the job
market is finally starting to draw in less skilled workers. If the Fed
had followed your guidance, they would have begun raising interest
rates long before the recovery had a chance to reach these commu-
nities.

Why were you so repeatedly wrong about the ability of the Fed-
eral Reserve to increase employment and manage inflation in the
aftermath of the Financial Crisis?

What have you learned from your miscalculation and how would
you respond to future recessions based on your error? Specifically,
what benefits do you see to a tight labor market?

A.3. I have been surprised by the absence of inflation in the years
following the Great Recession. Economists are divided to this day
about the explanation for persistently low inflation. I have taken
this episode into account in my current thinking on monetary pol-
icy. As noted in the FOMC’s Statement of Longer-Run Goals and
Monetary Policy Strategy, the Federal Reserve’s statutory objec-
tives are generally complementary. Recent history provides an
example of how the Federal Reserve’s commitment to anchoring
long-run inflation and inflation expectations enables the Federal
Reserve to maintain an accommodative policy until the unemploy-
ment rate is brought down to the vicinity of full employment. If I
am confirmed to the Board, I will use that experience to help nor-
malize monetary policy to maintain full employment and low infla-
tion.

Q.4. Both House Financial Services Chair Jeb Hensarling and
Ranking Member Maxine Waters have been critical of the Fed’s use
of interest on excess reserves. The Chairman referred to it as a
“subsidy” to Wall Street, and the Ranking Member asked whether
the Fed can raise interest rates without relying so heavily on “pay-
ing the banks.” Each time the Fed raises the Federal funds rate,
it also raises the rate that it pays to commercial banks via interest
on reserves. After several rate hikes last year, the total amount
paid to banks in interest on reserves came to nearly $30 billion.

You have suggested replacing the liquidity coverage ratio that
was created by Dodd-Frank with heavier reliance on monetary pol-
icy, especially interest on excess reserves. Can you explain your po-
sition that we should eliminate the rule aimed at limiting risky
investment and instead pay banks larger and larger sums of risk-
free money?

A.4. The payment of interest on reserves is a tool widely used by
central banks around the world. The payment of interest on re-
serves encourages banks to hold reserves at the central bank,
which facilitates payments and also enhances the liquidity of the
banking system. And interest on excess reserves is the critical tool
that has allowed the Federal Reserve to raise short-term interest
rates before gradually shrinking the balance sheet.

Stronger risk-based capital and liquidity regulations, together
with the stress testing regime, help ensure that large U.S. banks
are better positioned to continue lending through periods of eco-
nomic shocks and market turbulence. If confirmed, I would look
forward to further studying the interaction of liquidity regulations
and monetary policy tools to ensure that we have the appropriate
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framework in place for protecting safety and soundness, while pro-
moting credit availability and economic growth.

Q.5. During the hearing, you answered my question about your re-
port to tax currency by placing magnetic strips on dollar bills. In
the hearing, you explained that taxing currency was an idea you
presented in 1999 at a Federal Reserve Conference and that you
did not support such an idea. Yet, despite your dismissal, you have
promoted variations of this proposal for nearly two decades, includ-
ing a presentation promoted variations of this proposal for nearly
20 years. At an August 2016 Economic Policy Summit in Jackson
Hole, Wyoming, you presented “The Case for Unencumbering Inter-
est Rate Policy at the Zero Bound.” When you updated the concept
in 2015, you left out the magnetic strips but the concept that a dol-
lar might not be worth a dollar remains the same.

How would your proposal affect savers and low-income deposi-
tors? The national savings rate has fallen in the past year, would
tax currency discourage low- and middle-income people from build-
ing up a nest egg?

You've written that this proposal is essentially a way of achiev-
ing negative interest rates. Can you explain why you are a pro-
ponent of negative interest rates?

A.5. I have spent my 40-year career thinking, writing, and teaching
about issues in the field of economics. On many occasions, I have
been asked to consider theoretical issues in order to contribute to
the robust debate among central bankers here in the United States
and around the world. As an academic-practitioner at the Federal
Reserve Bank of Richmond, I presented an academic paper to a
Federal Reserve conference in 1999 to imagine monetary policy op-
tions that would be available should interest rates hit the zero in-
terest bound. I discussed negative interest rate policy and quan-
titative easing. Indeed, economists have been studying various as-
pects of negative interest rates for most of the last century. And
today, some major central banks abroad have implemented nega-
tive interest rate policy together with other policy initiatives, in-
cluding quantitative easing. The current focus of U.S. monetary
policy is on continuing the path of gradually removing accommoda-
tion as the labor market strengthens and there is continued
progress toward the 2 percent inflation objective. If confirmed, I
would be committed to working with my colleagues on the FOMC
to promote the economic well-being of the United States by fos-
tering maximum employment and stable prices.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM THOMAS E. WORKMAN

Q.1. You've spent your distinguished career in the insurance indus-
try. While that provides you with valuable expertise to bring to the
FSOC, you don’t have any experience as a regulator.

Putting on a watchdog hat, are there any trends or practices in
the insurance industry that you're concerned represent an emerg-
ing risk to financial stability?

A.1. If confirmed, I look forward to working with the other FSOC
Members to identify emerging risks to financial stability, including
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any risks related to the insurance industry. FSOC’s 2017 annual
report discussed potential risks arising from captive reinsurance,
cybersecurity threats and the environment of low but rising inter-
est rates, and I look forward to working with FSOC Members on
those and other emerging risk issues.

Q.2. Asked by Senator Cortez Masto whether you think that
nonbank SIFI designations should be “tossed out as a tool,” you
mentioned activities-based regulation and suggested that FSOC
ought to first “go to the primary regulators,” which in the case of
insurance are State insurance regulators. Asked whether FSOC
would have little power to constrain risky activities in the insur-
ance industry since it’s regulated at the State level, you further
stated that “insurance regulators are expressly considered to be
primary regulators for purposes of FSOC actions.” However, FSOC
lacks the power to effectively constrain risky activities in the insur-
ance industry through its activities-related powers. Under Section
120 Dodd-Frank, a primary financial regulatory agency need not
implement FSOC-recommended standards if it “explain|s] in writ-
ing to the Council . . . why the agency has determined not to fol-
low the recommendation of the Council.” Additionally, an attempt
by FSOC, a Federal agency, to compel a State authority to enforce
Federal standards would raise constitutional concerns under the
so-called “anti-commandeering” principle.l

Do you agree that there are both statutory and constitutional ob-
stacles that would limit FSOC’s power to force State insurance reg-
ulators to adopt activities-based standards? Why or why not? If so,
do you believe that it is still important that FSOC consider des-
igngtions of entities under Section 113 of Dodd-Frank? Why or why
not?
A.2. FSOC has authority under Section 120 of the Dodd-Frank Act
to make nonbinding recommendations to primary financial regu-
latory agencies, including State regulators. FSOC also has other
tools to respond to emerging risks, including working collabo-
ratively with regulators to address identified risks and designating
individual nonbank financial companies whose distress or activities
could threaten financial stability. If confirmed, I look forward to
working with the other FSOC Members to identify how to best
apply these tools to address risks identified by FSOC.

Q.3. The November Treasury Report on FSOC designations said
that the FSOC shouldn’t just consider whether a failure of a
nonbank would be catastrophic when making a designation deci-
sion, but also should consider the “likelihood” of a firm’s failure.2

How is the FSOC supposed to assess the likelihood of firm fail-
ing? Isn’t the purpose of a designation to avoid a catastrophic fail-
ure, even if it’s a remote event?

A.3. If confirmed, I look forward to working with the other FSOC
Members to consider this and other recommendations made in
Treasury’s November 2017 Report on FSOC designations. It is
worth noting that the Report “recommends that the Council assess

1See New York v. United States, 488 U.S. 1041 (1992); Printz v. United States, 521 U.S. 898
(1997).

2 hitps: | www.treasury.gov | press-center | press-releases | Documents | PM-FSOC-Designations-
Memo-11-17.pdf.
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the likelihood of a firm’s material financial distress as part of its
determination whether designation would promote U.S. financial
stability.”

RESPONSE TO WRITTEN QUESTION OF SENATOR SCOTT FROM
THOMAS E. WORKMAN

Q.1. Mr. Workman, I enjoyed our discussion in my office. We both
know that our Nation’s system of risk management is critical for
millions of Americans dealing with a crisis today or planning for
a better tomorrow. When it looked like FSOC would lose its only
insurance vote, I rang the alarm. Bank regulators shouldn’t be
making such consequential decisions about the business of insur-
ance without someone like you in the room. While the heads of the
Federal Reserve, NCUA, and OCC are very bright people, they
have no insurance experience. Between the President’s executive
order last spring and Treasury’s report last November, the Admin-
istration has been moving in the right direction on nonbank SIFI
designations. Please answer the following with specificity:

e We've regulated insurance on the State level for 150 years.
How will you involve State insurance commissioners in your
work?

e What will your role be when it comes to insurance regulation
conversations at the international level?

A.1l. If confirmed, I would work closely with State insurance com-
missioners, including the leadership of the National Association of
Insurance Commissioners, and others engaged in conversations at
the international level, such as at meetings of the International As-
sociation of Insurance Supervisors, to most effectively fulfill my re-
sponsibilities as the Independent Member with Insurance Expertise
of the Council.

RESPONSE TO WRITTEN QUESTION OF SENATOR WARNER
FROM THOMAS E. WORKMAN

Q.1. In September of last year, FSOC voted to remove Federal
oversight of AIG, and in the last week the Government decided to
drop its appeal in the MetLife case, effectively dedesignated
MetLife.

Did you agree with these decisions?

A.1. Though I did not have the benefit of taking part in the delib-
erations regarding designation or dedesignation of AIG or MetLife,
it appears that FSOC has taken a rigorous analytical approach in
its recent decisions with respect to nonbank financial companies. If
confirmed, I look forward to working with FSOC Members in their
analysis of nonbank financial companies going forward.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHATZ
FROM THOMAS E. WORKMAN

Q.1. Do you believe that when FSOC considers designating a
nonbank financial institution as systemically important, it should
take into consideration the burden of such a designation on the in-
stitution?
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A.1. Regulatory requirements can impose substantial costs on com-
panies. I believe it is appropriate for regulators to take actions only
when the anticipated benefits exceed the costs.

Q.2. The burden of a SIFI designation on a nonbank institution is
not one of the statutory considerations provided in the Wall Street
Reform Act.

What would be the statutory basis for FSOC to consider “burden”
in making SIFI designations?
A.2. T believe that regulators should be permitted to consider the
costs and benefits of their actions. If confirmed, I look forward to
working with the other FSOC Members to consider how best to im-
plement FSOC’s duties within the scope of its statutory authorities.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORTEZ
MASTO FROM THOMAS E. WORKMAN

Subjecting FSOC to Appropriations

Q.1. There have been a number of legislative proposals that would
subject the Office of Financial Research, and thereby the Financial
Stability Oversight Council, to the whims of the congressional ap-
propriations process.

In your view, what concerns do you have about requiring the sys-
temic regular for the Nation’s financial system to be subject to con-
gressional appropriations? Would subjecting the FSOC to appro-
priations potentially impede the independence and the ability of
the Council to function?

A.l. It is important for FSOC to conduct its work with an appro-
priate level of public transparency and congressional oversight,
while enabling FSOC to perform its functions effectively and effi-
ciently. It is also worth noting that funding through the appropria-
tions process is similar to that which applies to other vital func-
tions of the Federal Government.

Nonbank Designations: AIG and MetLife

Q.2. FDIC Chair Gruenberg in his dissenting vote on FSOC’s deter-
mination that the giant insurance firm, AIG, was no longer to be
classified as “systemically important” noted, “nothing about the li-
quidity characteristics of AIG’s liabilities and assets has changed
to diminish the concerns originally raised by the FSOC.”

Do you agree or disagree with FDIC Chairman Gruenberg?

A.2. Though I did not have the benefit of taking part in the delib-
erations regarding dedesignation of AIG, it appears that FSOC has
taken a rigorous analytical approach to its recent determination de-
cisions with respect to nonbank financial companies, and it has
provided transparency about the views of individual members. AIG
no longer engages in many of the risky activities that led to the
firm’s near-failure in the financial crisis, and it is half the size it
was in 2008. If confirmed, I look forward to working with FSOC
Members to conduct required analyses going forward, and assure
the maximum transparency possible in doing so.
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Q.3. During the Financial Crisis, AIG needed a $182 billion infu-
sion from taxpayers. AIG has paid that back—plus $23 billion in
interest—yet it still poses risks if AIG failed again.

What are the risks to investors, employees, partners and the
economy if AIG could not fulfill promised insurance claims?

A.3. Insurance companies play a vital role in the U.S. financial sys-
tem and also provide important services to their customers. Regu-
lators should continue to work to protect insurance customers and
to promote the stability of the financial system. Though I do not
have firsthand knowledge of the deliberations regarding AIG, it ap-
pears FSOC determined that in its current form, AIG’s potential
distress does not present a substantial risk to U.S. financial sta-
bility.
Q.4. Former Federal Reserve Chairman Paul Volcker and Ben
Bernanke criticized the decision to designate MetLife saying, “it
could, under stress, affect the stability of financial markets more
generally.” According to publicly available documents, the FSOC
found that MetLife—a huge company with more than $900 billion
in assets, directly or indirectly guarantees the value of more than
$100 billion of investments for large institutions. FSOC found that
investors owned more than $130 billion in MetLife debt—of which
only $18.6 billion was long-term debt—and that the firm also has
50 million insurance customers and $275 billion in account liabil-
ities. FSOC realized that the magnitude of harm transmitted
throughout the financial system arising from a fire-sale of MetLife
assets would be greater than the harm caused by fire-sales at all
but nine other firms in the Nation.

What are the risks to investors, employees, partners, the finan-
cial markets and the economy if MetLife cannot fulfill promised in-
surance claims?

A.4. Insurance companies play a vital role in the U.S. financial sys-
tem and also provide important services to their customers. Regu-
lators should continue to work to protect insurance customers and
to promote the stability of the financial system.

Q.5. Just because MetLife and AIG were de-designated does not
mean they cannot be redesignated.

What analysis would you consider to decide to re-designate
MetLife or AIG or designate a new insurance firm as systemically
important? At the hearing, you mentioned an activities-based ap-
proach as an option. Can you expand on what criteria you would
consider? How would you collaborate with State regulators to get
a full scope of activities within an insurance firm?

A.5. An activities-based or industry-wide approach should seek to
identify activities of financial companies that are widely engaged
in, or products that are broadly offered, and that may pose risks
to the financial system. FSOC should work with State regulators
to identify any such risks, analyze their scope, and to impose any
appropriate remedy. Of course, the statutory authority to designate
and the related determination standards remain in place as a last
resort.
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Emerging Trends in the Insurance Industry

Q.6. Mr. Workman, you have spent your career in the insurance in-
dustry. While that provides you with valuable expertise to bring to
the FSOC, you don’t have any experience as a regulator.

Putting on a watchdog hat, are there any trends or practices in
the insurance industry that you're concerned represent an emerg-
ing risk to financial stability?

A.6. If confirmed, I look forward to working with the other FSOC
Members to identify emerging risks to financial stability, including
any risks related to the insurance industry. FSOC’s 2017 annual
report discussed potential risks arising from captive reinsurance,
cybersecurity threats and the environment of low but rising inter-
est rates, and I look forward to working with FSOC Members on
those and other emerging risk issues.

Pension Risk Transfers

Q.7. Companies are increasingly closing out defined benefit plans
and shifting pension risk to the insurance industry.

Are you at all concerned about the volume of liabilities some of
the largest life insurance companies are undertaking? Do you have
any concerns about whether the State insurance guaranty fund
system is capable of handling the failure of a large life insurance
company with huge pension plan liabilities?

Are these pension buyouts and associated risks something that

the FSOC should look at?
A.7. Pensions play an important role in the U.S. financial system.
If confirmed, I look forward to working with the other FSOC Mem-
bers to identify emerging risks to financial stability, including any
risks that may be related to the insurance industry.



111

ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD
LETTERS SUBMITTED IN SUPPORT OF THE NOMINATION OF JELENA

McWILLIAMS
INDEPENDENT COMMUNITY PRESTONL KENNEDY
BANKERS of AMERICA” B vz
CHRISTOPHER JORDAN
RERECA ROMERD RAINEY
Januvary 22, 2018 [ furin
CAMDEN R. FINE
President and CEQ
The Honorable Mike Crapo The Honorable Sherrod Brown
Chairman Ranking Member
Committee on Banking, Housing, ~ Commitiee on Banking, Housing,
& Urban Affairs & Urban Affairs
United States Senate United States Senate
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Crapo and Ranking Member Brown:

On behalf of the more than 5,700 community banks represented by ICBA, 1 write to offer
ICBA’s enthusiastic support for the nomination of Jelena McWilliams for Federal Deposit
Insurance Corporation Chairman.

Ms. McWilliams” extensive financial services experience, and regulatory and policy background
in both the public and private sectors, offers the well-balanced and unique perspective necessary
for navigating the complex issues facing the community banking sector, Notably, Ms,
MeWilliams' legal positions with the Federal Reserve Board and the Senate Small Business and
Senate Banking Committees provided her with critical insight into the policy issues our nation's
community banks deal with every day.

I believe that Ms. McWilliams would make an excellent Chairman of the FDIC and urge all
members of the Senate Banking Committee to promptly advance her nomination and
confimmation.

Thank you for your consideration.

Sincerely,

is/

Camden R. Fine
President & CEO

CC: Members of the Senate Committee on Banking, Housing, & Urban Affairs

The Nation’s Voice for Community Banks.”

WasHincTon, DG Savk Centre, MN  » Irvisg, CA = Tamea, FL = Mesenis, TN

1615 1. Stveet NV, Suite 900, Washingon, D 0365623 | SOLAIZE439 | FAX: 2026500413 | Ewail: infofticho.ong | Wabsile: s b arg
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CSBSH

CONFERENCE OF STATE BANK SUPERVISORS
January 22, 2018
NEWS RELEASE
State Regulators Support McWilliams for FDIC Chair

Washington, D.C. - The Conference of State Bank Supervisors (CSBS) today endorsed the

nomination of Jelena McWilliams to lead the Federal Deposit Insurance Corp.

CSBS President and CEQ John Ryan: “Jelena McWilliams has demonstrated a deep knowledge of
community banking in her previous public policy roles. CSBS and our members have
appreciated the opportunity to work with Ms. McWilliams during her time with the Senate
Banking Committee. From our work with her, we know she has a great appreciation for the
dual banking system and for the roles state charted banks and state regulators play in the U.5.
economy. Most state charted banks are FDIC regulated, and we look forward to working with
her to ensure safety, soundness and economic development on behalf of the consumer and

business alike.”

In addition to serving as the chief counsel at the Senate Banking Committee, McWilliams was a
Federal Reserve Board of Governors lawyer and currently is chief legal officer at Fifth Third

Bank.

Media Contact: Susanna Barnett, 202-407-7156, sharnett@cshs.org
Twitter: @CSBSNews

The Conference of State Bank Supervisors (CSBS) is the national organization of bank regulators
from all 50 states, American Samoa, District of Columbia, Guam, Puerto Rico and LLS. Virgin
Islands. State regulators supervise roughly three-quarters of all U.S. banks and a variety of non-
depository financial services. CSBS, on behalf of state regulators, also operates the Nationwide
Multistate Licensing System to license and register non-depository financial service providers in
the mortgage, money services businesses, consumer finance and debt industries.

1129 20 Street, N.W. « Ninth Floor - Washington, DC - 20036
www.csbs.org - 202-296-2840 « FAX 202-296-1928
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OLYMPIA J. SNOWE
January 22, 2018

Hon. Mike Crapo, Chairman

Hon. Sherrod Brown, Ranking Member

U.S. Senate Committee on Banking, Housing, & Urban Affairs
534 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Chairman Crapo and Ranking Member Brown:

[ am writing in strong support of the nomination of Jelena McWilliams to
serve as Chair of the Federal Deposit Insurance Corporation.

I was honored when Jelena recently asked me to introduce her to the
Committee at her confirmation hearing, and would have enthusiastically done so if
not for a previous commitment that | am obligated to attend. Nonetheless, [
appreciate this opportunity to express, without reservation, my fervent endorsement
of her nomination.

Jelena worked with the minority staff of the U.S. Senate Committee on Small
Business and Enirepreneurship as Assistant Chief Counsel when I was ranking
member, from August 2010 through June, 2012, She was one of the most impressive
staff | had the privilege to work with in 34 years in both the U.S. House and Senate.

For the first year of her tenure with the Committee, Jelena was on detail from
the Federal Reserve Board of Govemors. My staff and | were seeking to fill a
position on the Committee focused on banking issues. We reviewed her resume and
conducted an interview and, concluding immediately that she would be a tremendous
asset with her experience, knowledge and professionalism, | reached out to the
Federal Reserve to inquire if she could serve as a fellow. At the conclusion of her
fellowship, given her exemplary work and contributions, we made every effort to
ensure that she could continue with the Committee as full-time staff,

Jelena is quite simply a rarity, in that she excelled in all facets and in every
responsibility and task that was assigned o her ~ from memoranda to drafting
amendments, floor statements, hearing questions, vote recommendations, or press
statements. Her expertise, intellect and unflagging grasp of the issues alone would
have made her invaluable. Yet, Jelena combined these talents with foresight,

337 Fonesior Roan, FaLmoutn, Mung 04108
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strategic thinking, tactical acumen, and an ability to analyze, convey and synthesize
complex policies in a manner that was eminently accessible and invariably useful.
She was able to prioritize, understand what was important, and untangle interactions
between and among differing approaches.

During her tenure, Jelena was principally responsible for the areas of
banking, economic and monetary policy, and multiple small business issues. More
specifically, she supported my efforts with the Small Business Administration’s
SBIC, 504 and 7a programs. She staffed me on issues related to the budget, debt and
federal deficits, as well as matters associated with the Budget Control Act of 2011,
sequestration, and the so-called fiscal cliff.

Jelena was also my primary staffer on the Dodd-Frank Wall Strect Reform
and Consumer Protection Act. | introduced four amendments to Dodd-Frank, all of
which were retained through conference committee and became law. She assisted me
with community banks and credit unions, including a request to GAQ to examine the
impact of Dodd-Frank on community banks which are critical to the vitality of our
nation"s small businesses.

I relied on Jelena extensively and she consistently earned that trust and
confidence, She was unfailingly willing to tackle any problem, develop solutions
before being asked, and throughout it all her integrity and work ethic remained
unassailable.

Her complete grasp of the relevant facts and issues, along with a depth and
breadth of experience both within and outside of government, will make her an
outstanding Chair of the FDIC. Perhaps less tangible, but no less significant, is
Jelena’s profound love for this nation. “The American Dream” is a phrase often
employed, but it could not be more applicable to Jelena. She came to this country
with few material assets but limitless aspirations and an unremitting drive to excel,
In so doing, she has contributed immeasurably to this country. Now, she has the
opportunity to do so once again, and [ know it is a challenge she fully embraces, and
for which she is deeply grateful.

Again, I wholeheartedly support Jelena McWilliam’s nomination. Please let '
me know if | can be of assistance to you in any way as you move forward with her
confirmation.
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LETTERS SUBMITTED IN SUPPORT OF THE NOMINATION OF MARVIN
GOODFRIEND

AFL-CIO

January 3, 2018

Dear Senator:

T am writing to urge you to oppose the nomination of Marvin Goodfriend to the Federal
Reserve Bank Board of Govemors, As measured against the criteria we have developed to guide
the selection and confirmation of Governors, which emphasize commitment to a growing and
stable economy that sustains full employment, we think Mr. Goodfriend falls short.

We have four concems about his nomination. First, since this economic expansion began
in June 2009, the predictions of e garding inflation, employment, wages, and
economic growth have too often proved wrong, Mr. Goodfriend’s predictions, in particular,
have missed the mark. Rather than reconsider why his predictions have been wrong and be open
to the consideration of new data, Mr. Goodfriend has doubled down on his predictions of
impending wage growth and inflation. His refusal to reconsider his views in light of data is a
serious concern, since a Govemor of the Federal Reserve must be led by the data. This is
especially important in the current economic envi t, given the potential cost of slowing the
economy and preventing sustained full employment. We must leamn from the mistakes made by
Japan, whose economy reached the zero lower bound of interest rates long ago and has not been
able to re-inflate.

Second, the Federal Reserve’s key failure before the 2008 crisis was the failure to use its
regulatory powers to reign in excessive risk in the market, The Fed’s deeply rooted belief in the
market's ability to regulate itself was unwarranted, as subsequent events have d trated, We
are concerned that Mr. Goodfriend has not leamed this lesson from the crisis and has repeatedly
expressed excessive skepticism about the role of financial regulation.

Third, Mr. Goodfriend’s actions over the course of his career suggest that he is too close
to the banking sector to exercise the authority that Congress granted the Federal Reserve to rein
in the excesses in the financial sector. The Federal Reserve does not exist to be a friend of the
banks or of the financial sector and must take all actions within its authority to ensure a stable
economy.

Fourth, we are concerned that Mr. Goodfriend is too bound by rigid rules whose only
purpose is to provide certainty for Wall Street speculators. Given the unpredictability of the
global economy, Governors at the Board must be flexible and open-minded to ensure a
commitment to a stability and full employment. Because the Federal Reserve has a limited set of
tools to affect the economy, one rule cannot always meet the need for stability and full
employment. Fixed rules on the setting of rates can easily economic difficulties worse,
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AFL-CIQ LECISLATIVE ALERT

depending on the reasons for those difficulties. Mr. Geodfiiend’s inclination to rule-based
policy-making is troubling in this regard.

Although the stock market is rising and we have experienced a record run of consecutive
months of job growth, our economy is still recovering from the collapse 0f 2008. We need
leadership at the Federal Reserve that is willing to stay the course and focus on employment and
wages while avoiding rigid rules. We are concemed that Marvin Goodfiiend would not provide
such leadership, and we oppose his nomination to be a member of the Federal Reserve Board of
Govemnars.

Sincerely,

William Samuel, Director
Govemment Affairs Department

WS/Glke

American Federation of Labor and Congress of Industrial Organizations
B15 168 51, NW. - Washington, D.C. 20006 + 202-637.5000 « weweaficio.org

WICHARD L. TRUMKA ELIZABETH . SHULER TEFERE GEBRE
FRESDENT SECRETARY-TREASURER EXECUTVE WICE IRESIDENT
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December 5, 2017

Drear Senator:

O behalf of the Center for Popular Demacracy’s Fed Up coalition, we write to strongly appose the
confirmation of Marvin Goodfiiend, nominee to the Federal Reserve Board of Governors.

Goodfriend’s record as a monetary policy adviser and economist suggests that he will not pursue policies
that advance the interests of low-income savers and working families. Goodfriend has called for the
outright elimination of the Federal Reserve’s maximum employ date, and he has advocated
higher interest rates even when unemployment remained at crisis levels. In urging a singular focus on the
Fed’s price stability mandate, Goodfriend has shown poor judgment, consistently making incorrect
predictions about inflation and the impacts of the Fed's policy actions. Moreover, Goodfriend's extreme
views on a range of subjects should give pause to anybody who cares about the safety of our financial
system and the financial well-being of the unbanked population and low-income depositors.

For the past forty years, the Federal Reserve has had a statutory mandate to foster maximum employment
and price stability, and that dual mandate has served the economy well. As the Fed itselfl has stated, these
dual objectives are “generally complementary.™ Over the past five years, the Fed's actions have been
aimed at keeping inflation close to its 2 percent target while reducing the unemployment rate and
promoting job growth that has brought millions of Americans back off the sidelines and into the
workforce, And policies to foster full employment have a crucial impact in fostering stronger wage
growth and reducing racial and ethnic disparities in the labor market.’ By contrast, Goodfriend has
described the Fed's dual mandate as “incoherent,” and has advocated that its full employment objective
be abolished ™ In effect, he would prefer for the Fed to focus single-mindedly on inflation and ignore
how its policies affect the job market.

Goodfriend also has a reflexive opposition to any efforts by the Federal Reserve to generate economic
growth. He opposed both monetary and fiscal policy stimulus during the last recession, urging “patience™
and stressing that the economy “has a way of healing” without intervention from Congress.’ And he
issued a series of dire and incorrect wamings about the Fed’s post-crisis policy decisions. For example, in

TUFOMC Statement of Longer-Run Goals and Policy Strategy.” Board of Governors of the Federal Reserve System, 15 Jan.
2002, www. federal i 0120125¢ Jitm.
* Baker, Dean, etal. The Full Emplayment Mandate of the Federal Reserve: Iis Origins and Importance. Center for Popular
Democtacy, Center for Economic and Policy Researchy, 2017, The Full Employment Mandate of the Federal Reserve: Its Origing
and Imp lardemocracy.org/news/publications/ fll-empl mendate-reserve-its-orgins-and-i :
¥ Keene, Tom “Bloomberg Surveillance Interview With Marvin Goodfriend.” Bloomberg Surveillance, 4 May 2012,
search proquest com/docview/ 1010990 id=12084.
*+ United States, Congress, Cong. House, Subcommittes on Monetary Pelicy and Trade, and Marvin GoodfTiend. “Hearing on
Sound Monetary Policy.” Hearing en Sound Monetary Policy, 16 Mas. 2017, 115th Congress, 15t session,
www youtube com/wateh?v=ReZPAf6I0g8
¥ Cook, Peter. “Behravesh Says Stimulus May Have Saved 2 Million Jobs.” Blogmberg, 23 Mar, 2012,
www youtube com/watchv=daod ToX TKNQ&=&1=125.
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2012, when unemployment was still more than 7 percent, Goodfriend argued that the Fed should
withdraw its support for the economy, He indicated that reduci yment any further would be
“Herculean” and spark an outbreak of inflation.” He described lhc Fed® scasmg actions at that time as
“premature and unnecessary.™ For implementing these policies, he has said that the “leadership of the
Fed is very, very poor to say the least.”*

Goodfriend’s own policy preseriptions would be particularly detrimental to low-income houscholds. For
example, in one high-profile paper, he advocated the establishment of a draconian tax on the use of cash
and for embedding a magnetic strip in every dollar bill so that the gov emment could track its circulation.”
By Goodfriend’s own admission, this would be a regressive policy, disproportionately harming
individuals and families who rely on cash for day-to-day purchases.

Goodfriend’s views on financial regulation are also alarming, In 2016, he endorsed the Financial
CHOICE Act, an extreme piece of legislation that repeals a host of protections put in place by Congress
afier the financial crisis and cripples financial regulatory institutions” ability to ¢nact new protections,"
The Financial CHOICE Act a]so includes oonming pmvisiorls rdaied to the Federal Reserve’s structure
and monetary policy resp 1||I1&s luding ¢ g the p king powers of unaccountable
Reserve Bank presidents and reducing the Fed's discretior by fcmclng Fed pohc:,mkws to follow a strict,
Job=constraining rule in setting inlaat rates,

If the Fed had listened to Goodfriend during the depths of the Great Recession, it would have withdrawn
its support for the economy much carlier, thereby choking off the recovery prematurely and depriving
millions of Americans the opportunity to retum to the labor market. Goodfriend’s fundamental belief that
the Federal Reserve has no role in reducing joblessness or stimulating economic growth is belied by
evidence. This belief, in combination with the poor judgment he has demonstrated since the crisis, should
be disqualifying. The Federal Reserve is a vital economic policymaking institution, responsible for
monitoring and responding to economic conditions. Americans cannot afford to have someone at the Fed
with Goodfriend’s poor judgment, lax attitude toward financial regulation, callous views about full
employment, and dangerous ideas for a currency tax. We urge you to oppose Marvin Goodfriend’s
nomination.

Thank you for vour consideration. If you have any questions, please reach out to Fed Up Campaign
Manager Jordan Haedtler at jhaediler@populardemocracy.org.

Sincerely,
The Center for Popular Democracy’s Fed Up coalition

* Keene, Tom. “Bloomberg Surveillance [nterview With Marvin Goodfriend.” Bloomberg Swrveillance, 4 May 2012,
search proquest.com/docview/1 010990203 %ccoumntid=1 2084,
7 United States, Congress, Cong. House, Subcommittes on Monetary Policy and Trade. 12 Mar. 2014, 113th Congress, 2nd
session,, www,gpo. gov/ dsys pkg/CHRG-1 1 3hhrgR8532 tml/CHRG-11 3hhrg88532 him.

The Manattan Insttute. Shadew Gpen Market Committee (SOMC) Meeting. The Forgetfl Fed. 25 Mar. 2016,
e, youtube com‘watchhv=0p0891_vok

#“Overcoming the Zero Bound on Interest Rate Policy, Wm'hng Papermm St Louis Federal Reserve Bank, Aug, 2000,
fraser stloutsfed org/senbd Titem_1d=477100& filepath I/Erbrich/wp/ibach_wp0l-3.pdf
" “Financial CHOICE At Released for Public Review, Nobel Prize Winning Ecorcatists
and Femntr Treasury Sectetaries r\mnm:e Support for Reforms,” June 23, 2016, hitps://

oes house.g ingle. aspx?D ID=400837

2



119

06/Dec/2017 112958 AM  T653616461->202-224-5137 bir]
12/06/2017 WED 12:13 PAX 7653616461 Wabash College gz

WABASH
COLLEGE

December 6, 2017

Chairman Mike Crapo

Committee on Banking, Housing, and Urban Affairs
United States Senate

Washington, D.C. 20510

Via Fax to: (202) 224-5137
Dear Chairman Crapo,

I write with enthuslasm to endorse Marvin Goadfrlend’s appointment to be a member of the Board
of Governors of the Federal Reserve Board. | have known Marvin for over 25 years and have worked
with him both when | was an economist at the Federal Reserve Board (Monetary Affalrs Division)
and as a member of the Shadow Open Market Committee, which advances thinking about prudent
central banking, monetary policy, and financial stability.

In all of our work together, | have found Marvin to be an exceptionally ethical individual, and
someone who is a thoughtful listener, clear communicator, and capable of collaborating with a
broad range of people — policy makers, legislators, academic economists, financial market
particlpants, and governmental appolntees. He Is in the top handful of economists of his generation
who are both world class academics and real-world policymakers. His voice on matters of central
banking, monetary policy, and financlal stability Is respected by every central banker in the world.
He has conducted significant research with impeccable professionallsm, and in my experience, he
has a principled but non-dogmatic approach to policy. Marvin is a trusted and respectad colleague
whose work in areas that are critical to the Federal Reserve System's success In these areas has
been of enormous impact for the American people.

| have great confidence in Marvin's abilities, and would urge the Senate Committee on Banking,
Housing, and Urban Affairs to vote favarably on his nomination to be a member of the Board of
Governors of the Federal Reserve System.

Sincerely,

G
President and Professor of Economics
Member, Shadow Open Market Committee

Office of the President
PO, Box 352 * Crawfordaville, Indiana 479330352 * Phooe: 765-361-6221 * Fax: 765-361-6461 * www.wabash.edu
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LETTERS SUBMITTED IN SUPPORT OF THE NOMINATION OF THOMAS
E. WORKMAN

GUARDIAN

Janu 7.201%

Phe Honorable Michael Crapo

1 nited Ststes Senate

239 Pirksen Senate Office Building
Washington, DU 20311 7

Dear Chairman Crapo,
|-am very pleased 10 submit this lever in support of Thomas Workman's nomination to

become the independent voting member
Stability Oversight Council (FSOC)

surmnee expertise on the Financial

Trawing on his 17 vears with the Lile Insurance Council of New Yoark
(LICONY ), Tom’s deep insurance industry knowledge will be a significant usset 1o the

FSOUCTs deliberations on systemic risk, Indeed. | have known [om sinee | was appointed
1o e New York State’s Superiniendent of Insurance i early 2007, We worked

during the Financial Crisis. and | always found Tom's insights 1o be exiremely helpful,
Obwiously, we did notugree with cach other at evers tum but, most importantly, |
respected Tom and found his leadership of LICONY and his appearances before the
Department o be consistently imelligent, forthright, and balanced

I believe that his invaluahle experience will bolster the imporant work of the FSOC and
lend a tested and trusted insurance voice 1o the Council,

nomination, Thank vou for vour support
Respectiully,

Lric R. Dinallo
EVP. General Counse!

The Guardian Life Insurance Campany of Americs
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PauL H. CoLEmaN
ATTORNEY AT Law
1298 HADDON Roan
CoLumBsus, Onio 43209

January 3, 2018

The Honorable Sherrod Brown
United States Senate
Washington, D.C.

Dear Senator Brown,

T write today to respectfully request your vote in favor of the candidacy of Tom Workinan for the
position of Independent Member with Insurance Expertise on the Financial Stability Oversight Council.

1 have known Tom for over half a century, ind worked closely with him in student govemnment
activities where we were in undergraduate and law school together at Ohio State. After graduation, our
paths diverged; | went into state government and served in sub cabinet and senior staff positions in the
Gilligan and Celests administrations, while Tom developed a nationally known practice in insurance, law;
during this tine, his reputation for both industry and integrity was of the highest order. He seeks the
position of Independent Member with Insurance Expertise, and I can assure you that he will exercise his
independent judgment drawing upon a distinguished career in insurance law and administration.

1 would be grateful for your support, and would be hiappy to answer any questions on this matier
that you or your staff may have,

Sincerely,
Q.

Paul H. Coleman
Attorney at Law
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OFFICE OF THE MAYOR

Stephanie A. Miner, Mayor

December 12, 2017

Honorable Michael Crapo, Chair

US Senate Committee on Banking, Housing & Urban Affairs
534 Dirksen Senate Office Building

Washington, DC 20510

Re: Thomas E. Workman
Dear Chairman Crapo:

Itis with pleasure that I write to urge your support for the confirmation of Thomas E. Workman as a
member of the Financial Stability Oversight Council.

Highly qualified as the former president and CEO of the Life Insurance Council of New York, Inc.
for 17 years until his retirement last year, Mr. Workman represented 73 life insurers and 22 law,
actuarial, and accounting firms. Prior to that, he was a lawyer with the Columbus, Ohio firm of
Bricker & Eckler LLP for 26 years, serving as legislative counsel to the Association of Ohio Life
Insurance Companies. Over the years, he has shared his expertise with numerous professional
boards, including the Federation of Regulatory Counsel and the Insurance Federation of New York.
Mr. Workman received the Buist M. Anderson award for Distinguished Service from the
Association of Life Insurance Counsel. He has served as a Captain in the US Army JAG Corps.

An excellent candidate to the position of Independent Member, Mr. Workman has dedicated himself
to insurance law and regulation and has a history of acting in a professional and principled manner.
He always opts to do what is right even when it may not be easy. His character and work ethic make
him an excellent choice for this appointment.

Sincerely,

SPpR

Stephanie A. Miner, Mayor

203 CITY HALL » SYRACUSE, N.Y. 13202-1473 » (315) 448-8005 » FAX: (315) 448-8067
Website: www.SyrGov.net
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Mike Stinziano, PhD, WCP

10400 Slough Road, Canal Winchester, Ohio 43110
847-778-3928
mikestinziano@gmail.com

December 23, 2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing & Urban Development
713 Hart Senate Office Building

Washington, D.C. 20002

RE: SENATE CONFIRMATION OF TOM WORKMAN AS THE
INDEPENDENT MEMBER OF THE FINANCIAL STABILITY OVERSIGHT
COUNCIL

Dear Senator Brown:

| write to ask you to support and vote for Senate Confirmation of Tom
Workman as the Independent Member of the Financial Stability Oversight
Council.

In the early 1960s, when we both served in Undergraduate Student
Government at The Ohio State University, Tom and | worked together for
the first time. Back then, Tom served as Student Body President and |
served in the Student Senate.

Later, for 16 years when | served as Chair of the Insurance Committee in
the Ohio House of Representatives and, as Chair of the Insurance Practice
at Bricker and Eckler, Tom served as Legislative Council for the
Association of Ohio Life Insurance Companies, Tom and | worked together
again to enact many laws that benefit insurance consumers in Ohio.

During the more than 50 years that | have known and worked with Tom, |
can think of no one more knowledgeable about insurance and am certain
that Tom will be an outstanding Independent Member of the Financial
Stability Oversight Council.
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As the Independent Member with Insurance Expertise of the Financial
Stability Oversight Council, Tom will be responsible for providing the
Council with the views of an insurance expert regarding matters related to
consumers, regulators, legislators and makers of insurance, as well as to
participate in the overall deliberations and decisions of the Financial
Stability Oversight Council with respect to the U.S. economy as a whole.

Because of Tom's lifetime of insurance regulatory, legislative, and business
transactional work, | believe Tom is particularly well-suited for this
responsibility. If confirmed as the Independent Member of the Council,
Tom will be able to make decisions without needing to seek approvals from
anyone.

In working with Tom over the years, | know that Tom has always acted in a
professional and principled manner and, since this opportunity arises near
the end of Tom's career, everyone can rest assured that Tom will always
be focused exclusively on making the correct, responsible decision - every
time. Tom will not be looking to leverage his work on the Financial Stability
Oversight Council into another opportunity in the future. The only interest
Tom will serve is the public interest. Tom's only client will be the American
public.

Senator Brown, | would appreciate your support and vote for Tom
Workman as the Independent Member of the Financial Stability Oversight
Council.

Please don't hesitate to contact me with any questions that you might have.

Sincerely,

Mike Stinziano, PhD, WCP



125

rl"igl

I
g

10
il
g 2

|

December 14, 2017

The Honorable Michael D, Crapo

Chair

Committee on Banking, Housing and Urban Development
534 Dirksen Senate Office Building

Washington, DC 20510

Re: Thomas E. Workman, Esq. Nominated for the Independent Member with Insurance
Expertise on the Financial Stability Oversight Coundil (FSOC)

Dear Senator Crapo,

Thomas E. Workman, Tom to those of us who have come to know him during his
Iifetime of outstanding insurance work, has been nominated for a position on the Financial
Stability Oversight Council.

Tom s both a professional associate and personal friend. He has been a strong
advocate for life insurance as an industry and life insurance as a fundamental part of
America's working families' financial security. He knows the business inside and out and his
integrity, acumen and compassion make him uniquely qualified to stand as the life Insurance
expert on this most important Federal facility. The son of a Chevrolet dealer, military officer,
dedicated father, grandfather and husband Tom is not only a consummate professional he is
a good person,

Please add your voice to those who support Tom. He will bring only good things to
the Council’s dellberations and his insight will be invaluable.

Thank you for all you do for New York and the United States of America.

Sincerely,

Patrick A. Mannion
Vice Chair of the Board

Ce: Dirk Kempthorne, American Council of Life Insurers {ACLI) President and CEQ
Thomas E. Workman, Esq

COLUMBIAN MUTUAL LIFE INSURANCE COMPANY « VESTAL PARKWWAY EAST » 7,0, BOX 1381 » BINGHANTON, NY 13507-1381
FICE: CHICAGO), L
mmmmmmumn.mmxmom.m 132001056
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January 2, 2018

The Honorable Michael D. Crapo

Chair

Committee on Banking, Housing & Urban Development
534 Dirksen Office Building

Washington, D.C. 20510

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing & Urban Development
713 Hart Senate Office Building

Washington, D.C. 20002

Re: Thomas E. Workman Nomination for Financial Stability Oversight Council
Dear Chairman Crapo & Ranking Member Brown:

Itis with pleasure loday that | write to you in the strongest support for the prompt, bipartisan
confirmation of Thomas E. Workman to the Financial Stability Oversight Council (‘FSOC") as the
Independent Member with Insurance Expertise. | have known Tam for 21 years and | can attest both
to his independence and his vast insurance expertise.

My dealings with Tom Workman have come at three stages of my career and, symmetrically, three
stages of his. | had the good fortune of working with Tom when | was an officer at MetLife, when |
served as the Commissioner of Banking & Insurance for the State of New Jersey, and as the CEO of
the National Council of Insurance Legislators (NCOIL"). At various times during those years, Tom
served as Legislative Counsel, and de facto CEO, to the Association of Ohio Life Insurance
Companies while he was with the Bricker & Eckler law firm in Columbus, Chio. He then moved to the
Empire State to become the President & CEO of the Life Insurance Council of New York. Most
recently, | have worked with Tom in his role as a Member of the Leadership Council of the Griffith
Foundation for Insurance Education, with which NCOIL has a strang alliance. In each of those roles,
Torn has performed with the utmost professionalism and unfailing excellence.

Tom Workman is a man of impeccable integrity, superior intellect, exceptional common sense, and
an admirable work ethic. Yet he keeps all these wonderful traits wrapped in a wonderful midwestern
humilty. | could not recommend him more highly or support him more enthusiastically. Please do
not hesitate to contact me if 1 can provide any additional information,

Respectfully,

o

Thomas B. Considine
tconsidine @ grawitaur.com
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December 14, 2017

The Honorable Michael D. Crapo

Chair

Committee on Banking, Housing and Urban Development
534 Dirksen Senate Office Building

Washington, DC 20510

Re: Thomas E. Workman, Esq. Nominated for the Financial Stability Oversight Coundil

Dear Senator Crapo,

Thomas E. Workman, has heen a good friend for the past 16 years. A transplant from
Ohio, Tom has been a loud and wise voice for the life insurance industry throughout those
years. Though | came to know him professionally | also learned to greatly respect his work
ethic, his integrity and his commitment to doing right by all those he represented,

Tom has been nominated to follow Roy Woodall on the FSOC. I've known Roy for
decades. Roy has all the most admirahle qualities displayed by Tom. They are both
consummate gentlemen, and distinguished attorneys. They have dedicated thelr lives to
making life insurance the cornerstone of family financial stability. They are modest while
achieving the pinnacle of their chosen profession.

Senator, my career spanned six decades when my insurance company realized great
success and | had the privilege to serve on boards like the American Council of Life insurers,
the Life Insurance Council of New York, the Medical Information Bureau and others. Tom

Workman represents all that is right and good about service and professionalism. You will
be proud to participate in his confirmation.

Slmha

John F. X. Mannion

Cc: Thomas E. Workman, Esq
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GREG LASHUTKA

January 12, 2018

The Honorable Michael D. Crapo

Chair

Committee on Banking, Housing & Urban Development
534 Dirksen Office Building

Washington, D.C. 20510

Re: Thomas B. Workman
Dear Senator Crapo:

[ write in support of Thomas Workman as the Independent Member with Insurance Expertise on
the Financial Stability Oversight Council. [ base this letter of support on my experience as an
attorney who served as the City Attorney and Mayor for Columbus, Ohio, a former Law Partner
with Squire, Sanders & Dempsey, a Senior Executive Officer with Nationwide Insurance Company,
and a long-time friend of Thomas Workman.

Tom and I have been personal friends and professional colleagues for about 50 years. [ first met
Tom while we were attending The Ohio State University. We both were involved in campus
activities, which allowed me to work with and witness Tom in a wide variety of situations, We
again reconnected after we returned to Columbus after we both served in the military for our
country. Tom had joined the Bricker & Eckler law firm, where he practiced law for 26 years. Our

professional and personal paths crossed often and matured into a firm friendship, which continues
today.

Tom was recruited in 1999 to become the CEO of Life Insurance Council of New York, representing
73 life insurance companies and 22 professional firms, and served for 24 years. Tom's leadership
was well-respected by many across the country, as the State of New York set the life insurance
industry standard for many states. Tom also served as a valued Board Member of the Ohio Farmers
Insurance Company for 24 years. Tom's insurance background is rich in experience and quality.

It is my firm opinion that Tom has conducted his professional life with high prineiples, integrity and
competency. ['ve also known Tom as a dutiful husband, father, and respected member of the
community. In all roles, he has been a positive role model for all,

The Financial Stability Oversight Council is most important to our country’s economic vitality. The
insurance industry plays a key role in our national eoonomy Tom Workman brings 8I:|undar1t
substantive insurance knowledge, a firm underst g of financial fund tals, ch

courage, and a strong love of country to the msponmb]htms this pomhon requires. Your support
and the confirmation of Thomas Workman wilpee d

Gregory 5. Lashutka

ce:  The Honorable Sherrod Brown
Thomas E. Workman, Haq.

754 8. Lazelle Street = Columbus, OH 43206

phone: 614-458-1698 * cmal: glashutka@columbus.rr.com




129

THE ASSEMBLY
STATE OF NEW YORK

ALBANY
JOSEPH D. MORELLE
Majoeity Leader
January 9, 2018
Honorable Chuck Schumer
United States Senate

322 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Schumer:

Itis my distinct pleasure to support the nomination of Thomas E. Workman to the position of
Independent Member with Insurance Expertise on the Financial Stability Oversight Council
(FSOC),

I have been proud to know Tom personally and professionally for many years. He has spent a
lifetime working in insurance law and regulation, most recently as President & CEO of the Life
Insurance Council of New York for almost two decades. As the former Chair of the Insurance
Committee in the New York State Assembly, | worked with him often in this capacity and can
speak firsthand to his unparalleled expertise and knowledge of the industry.

In addition to Tom’s outstanding qualifications and experience, and perhaps most importantly, he
possesses a deep-seeded commitment to ethical practices and accountability which | am
confident will serve him well in this new position. I can think of no ane more fitting to serve our
country on the FSOC.

Thank you for your consideration. Please do not hesitate to contact me with any questions.

Warmest personal regards,

Opept d st

Joseph D. Morelle
Majority Leader, NYS Assembly
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The Honorable Michael D. Crapo, Chair

Committee on Banking, Housing & Urban Development
534 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Senator Crapo:

It has been brought to my attention that Thomas E. Workman has been nominated for the
position of Independent Member with Insurance Expertise of the Financial Stability Oversight
Council. As Chairman of the Assembly Insurance Committee, I have had the privilege of
working directly with Tom for a number of years in his role President and Chief Executive
Officer of the Life Insurance Council of New York (LICONY). Throughout this time, Mr.
Workman led this organization with the utmost respect and consideration of the members that he
is representing.

Every year, a number of organizations, associations, firms and individuals petition our offices
with legislative recommendations and regulatory changes which serve the interest of member
institutions, but are shortsighted in consideration of the general public. One of the hallmarks of
LICONY, which Mr. Workman firmly instilled during his tenure, is a commitment to advocacy
which balances the needs of industry while respecting consumers. Tom Workman also has a
strong grasp on the issues. In a technical field such as insurance, he worked diligently to provide
professional guidance allowing legislators and the public to fully comprehend the necessity o
appropriateness of the matters before them.

Without reflecting on the politics of the moment or the relative merits of some high level
nominees, | can assure you that Thomas E. Workman is a qualified individual and a true leader
in the field of life insurance and finance. In addition to his industry work, he has had a
distinguished career private practice attorney specializing in Insurance Law. Though I am not
familiar first hand with Tom's activities in Ohio, where he called home for many years, I can
attest to the undisputed professional reputation he earned while there. Though Tom and his wife
Pam have called New York home for many years, colleagues from Ohio speak very highly of
Tom and his professional demeanor. He has also served our country with distinction in the
United States Army. A favorable nomination will be consistent to this service, employing the
skills he has gamered through his distinguished professional career.

While so many aspects of Tom's career and activities are worthy of praise, his involvement with
the Griffith Foundation for Insurance Education is one that stands out. Griffith is 2 non-profit,
unaffiliated organization dedicated to providing public officials with unbiased information about

ALBANY OFFICE: Aocm 716, Legisialie O8cn Bukfing, Atany. M Yok
CISTRICT OFRICE Governat Clinten Buiidenyg. 1 Atany Averis. Suite
EAMAR ¢

-455-4436, FAX S1B-455-5570
01, BAS-TIE0E10, FAN 845-330-8550)
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Senator Crapo 2 December 20, 2017

insurance matters. Indeed, Griffith has been at the forefront in assuring basic literacy regarding
insurance, risk and professional ethics for hundreds of state legislators. include myself as one
of the fortunate recipients of their great service. Tom has, for many years, provided a guiding
hand for Griffith and continues to assure the integrity of this important institution.

T humbly ask give all due consideration of the nomination of Thomas E. Workman to the Council
and that you encourage your colleagues to support him as well. Thank you in advance for your
consideration. If there is any further information I might provide, feel free to contact me.

Sincerely,

Gron A GAL

Kevin A. Cahill
Member of Assembly
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X,

Senator Charles Schumer
™ Hart Office Building Room 322
NEILD. BRESLIN Washington, DC 20510
SERATOR e4n DISTRCT
ISCSUUTVREROCS OMMSSON Dyaar Senator Schiumer:
RANKING MINORITY MEMBER
SRAKE COMMITIEE ILis my pleasure to write to you in support of the nomination of Thomas
— E. Workman to serve as the Independent Member with Insurance
B Expertise on the Financial Stability Oversight Councel (FSOC).
EOUCATION
As the current Ranking Member of the NYS Senate Insurance Committee
ey and the Past President of the National Conference of Insurance
o Legislators, [ have known and worked with Tom for many years. Tom
swzearTc: served as the President & CEO of the Life Insurance Council of New York
ue,ivl_r:i-;m;;lv for six years and in that capacity I found him to be extremely
TR S knowledgeable, hard-working, and trustworthy. He ofien provided me

with substantial complex information in a clear, concise and informative
manner, His ability to articulate complex issues proved to be very helpful
in developing legislative positions and strategies.

On a personal note, I consider Tom to be a friend. He is bright and earnest
and has devoted his career to understanding the complexities surrounding
the regulation of the insurance industry. | believe he would make a
tremendous addition to the Financial Stability Oversight Council.

Please do not hesitate to contact me if I may provide any further
information.

Sincerely,

Neil D. Breslin

State Senator
NDB:MC
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January 8. 2018

1on. Michael D, Crapo

Chairman, U. 8. Senate Commitieee on Banking. Housing and Urban Development
334 Dirksen Senate Office Building

Washington, D. C. 20510

RE:  Thomas E. Workman
Member-designate, Financial Stability Oversight Council

Dear Senator Crapo,

I write to endorse and support the president’s nomination of Mr. Thomas Workman to the Financial
Stability Oversight Council and to urge the U.S. Senate to confirm him.

As chairman of the N.Y. State Senate Standing Commitiee on Insurance, I had the privilege and
opportunity to partner with Mr. Workman on a variety of financial and insurance issues in New York over
the course of nearly two decades. In his capacity as president and CEO of the Life Insurance Council of
New York. Mr. Workman proved himself to be an intelligent, diligent, thoughtful, and engaged broker on
behalf of businesses in New York's prominent financial services sector, His integrity is unimpeachable.

Mr. Workman showed himselfto be willing to encounter others” viewpoints and to work toward a
result for which credit could be shared with others. He is a passionate and articulate spokesman for the
value that the insurance industry provides to consumers.

I strongly support President Trump’s nomination of Mr. Workman, and am enthusiastic about his
contributions to the panel. | hape that he will be speedily confirmed.

Please let me know if [ can address any questions or issues of concern you may have about this
trusted colleague and friend.

With best wishes, [ remain

Sincerely yours,

JAMES L. SEWARD
Stare Senator
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Frederick J. Sievert
211 Coonamessett Circle
East Falmouth, MA 02536

fjsievertia yahoo.com

The Honorable Michael D. Crapo

Chair

Committee on Banking, Housing & Urban Development
534 Dirksen Senate Office Building

Washington, D.C. 20510

January 3, 2018
Senator Crapo:

[ am writing to you on behalf of Tom Workman with my endorsement and
recommendation for his approval as an independent member (with Insurance Expertise) on
the Financial Stability Oversight Council (FSOC).

| am a retired president of the New York Life Insurance Company and in that capacity
have known Tom for over 18 years. I'm sure you are aware of his impressive background
as a lawyer and as the CEO of the Life Insurance Council of New York (LICONY) since
1999. 1 was on the board of LICONY and a member of the search committee that hired
Tom and [ later served as its chair; working closely with Tom during that period.

The extra-territorial regulatory reach of the New York State Department of Financial
Services required LICONY to be knowledgeable and proficient in handling issues that
extended to companies across the entire country and not simply those domiciled in New
York. I can’t think of another industry leader who would bring to the FSOC the same
breadth of relevant experience and expertise as Tom Workman.

My own service on boards and committees of: The American College, LIMRA, the
Actuarial Foundation, the ACLI, and the NAIC, has provided me the honor of interacting
with hundreds of industry leaders. In my opinion, Tom Workman is the most
knowledgeable executive in the area of financial services of any I've known.

Equally important are his strong character and his remarkable energy, work ethic, integrity
and passion for the strength and solvency of the industry. Please feel free to call me at
917-328-9548 if you have any questions.

Sl it

Fred Sievert
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