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about the number of people who can’t 
find jobs and how it affects their 
health. It affects their mental health, 
their relationships with their children 
and spouses. It affects their views of 
themselves and their self-worth. It is 
not a welfare program. It is not enough 
money to get by comfortably. It is 
enough to keep them going with the 
hopes that they will find a job pretty 
soon. 

There are, of course, requirements 
too. They don’t just sit home and draw 
unemployment. They are required to 
actively seek work in most States. I 
know of people in my State, as does the 
Presiding Officer, in Colorado, who 
have sent out 20, 30, 50 résumés a week. 
Most of them are not even answered or 
the answers are curt and negative over 
and over. 

My colleagues, all of whom dress up, 
men and women both, wear decent 
clothes, are paid $170,000 a year. Many 
more come from great wealth. They 
probably don’t experience what unem-
ployment compensation is like. I will 
not be personal, and I will not mention 
any names, but for them to stand on 
the Senate floor—I know what they 
really think sometimes—for them to 
come up with all kinds of reasons to 
block the extension of unemployment 
benefits—not to mention COBRA, the 
program, the government helps people 
continue to get health insurance after 
they have lost their job, when they 
have almost no money to spend on it— 
don’t know how important that is to 
people’s lives. I hear some of my col-
leagues say: I am voting against an un-
employment extension because we are 
not paying for it. 

First, unemployment insurance is 
considered emergency spending. This is 
a little bit too much beltway talk, but 
it has always been considered emer-
gency spending. We don’t have to find a 
way to compensate for it, to pay for it, 
any more than when there is a flood in 
North Dakota or there is a hurricane in 
Louisiana or, unfortunately, there is a 
war in Iraq which had always histori-
cally been paid for. Senator Simpson, a 
former Republican Senator from Wyo-
ming, said the Iraq war is the first 
time he ever knew about in American 
history when we didn’t pay for a war. I 
hear these lectures—and that is what 
they are—from our conservative col-
leagues, preaching to us, talking to us 
like we are children because we are not 
paying for an unemployment exten-
sion. 

In the last 10 years, they voted for a 
war that they refused to pay for. Only 
$1 trillion it has cost. They voted for 
the giveaway for drug companies and 
insurance companies, all in the name 
of Medicare privatization. That was 
$100 billion or more. They didn’t pay 
for it. Then they voted for tax cuts 
that went to the richest Americans. 
They just forgot to pay for that too. 

We do tax cuts for the rich; we do 
giveaways to the drug companies and 
insurance companies. Tax cuts for the 
rich, not paid for; giveaway to the in-

surance companies and the drug com-
panies, not paid for; a war in Iraq, not 
paid for. Yet they are all of a sudden 
shrinking it down to: We are not going 
to let workers in this country who are 
laid off get their sustenance—just a few 
dollars for rent, for food, kids’ school 
supplies—we are going to block that. 
That is, frankly, why people around 
the country are angry at Congress. 

They say: Why can’t you just do the 
right thing here instead of making it 
political? They have made it political 
by saying: This is where we are draw-
ing the line. We are not paying for un-
employment insurance extension. If 
you are not going to pay for it, we are 
not going to do it. 

It is the same over and over. Offer 
another drug company giveaway or tax 
cuts for the rich, they will say: Where 
do I sign up? That will help the coun-
try. Their way of thinking is a bit pe-
culiar. 

Senator KAUFMAN, who has such in-
sight on preventing another disaster on 
Wall Street—if people would have lis-
tened to him a few years earlier, we 
would be in a better situation. He is 
waiting to speak. I will read a few let-
ters I have received. 

Marianne from Lorain County, the 
county I live in, says: I am a single 
mom of a 4-year-old. I have been unem-
ployed for over a year. I have never 
been unemployed before. I have worked 
since I was 15. It is a terribly difficult 
situation. I am at the end of my rope, 
not knowing what do I have to give up 
next. Do I have to give up my home, 
my car, my son’s preschool. I am writ-
ing to ask you to push another unem-
ployment extension, please. 

How can that not be an emergency. 
How can they stand on this floor and 
say: Sorry, can’t do it, just can’t do the 
unemployment extension? This is ex-
actly the kind of person who is so often 
afflicted by this situation. She works 
and she has worked since she was 15. 
She has a 4-year-old. She is making a 
choice: Do I give up my home? Do I 
give up my car? 

I live in Lorain County. Unless you 
are lucky and you live in exactly the 
right place, you have a lot of trouble 
getting to work if you don’t have a car. 
So we are going to say: You get rid of 
your car, but we want you to find 
work. Or if she gives up preschool, we 
know, by any measurement, if we are 
going to get this country competitive 
economically, internationally, and do 
what we need to do, we need to do bet-
ter with education. The Presiding Offi-
cer understands that preschool edu-
cation is such an important component 
for children for preparing for the fu-
ture. 

Let me read a second letter from Ste-
phen from Tuscarawas County, a coun-
ty south of Canton, west of Youngs-
town, a fairly small county. 

Stephen writes: 
I am a union electrician who started my 

apprenticeship in 1992. I have been an elec-
trician ever since. I have never been at a loss 
for work until September 2009. As much as I 

wish I didn’t have to collect unemployment, 
I am terrified it will run out. I will have no 
means to take care of my family of five. I 
will have no idea what to do if that happens. 
I am the sole breadwinner for my family. My 
wife has had to have surgery twice in the 
past year and a half. She broke her knee and 
currently can’t walk. 

She is a mother of five and busy 
doing what she is doing taking care of 
this family. For many families, there 
are two breadwinners. In Stephen’s 
case, with electrician’s wages, he has 
had enough income for a wife and three 
children. 

He continues: 
I just ask that you take into consideration 

our situation. We need this extension. 

I will not share other letters. I want-
ed to share those two from a single 
mother who has worked all her life, 
and an electrician in Tuscarawas Coun-
ty who has, for more than 20 years, 
been a well-paid union electrician. We 
know those are good jobs with good 
benefits and contribute a lot to our 
country. 

I will close with this: Again, I plead 
with my colleagues, my conservative 
colleagues, put aside your ideology for 
a minute. Put aside your ideology that 
says that unemployment is welfare be-
cause it is not; it is insurance. People 
have paid into it. They should collect 
when they have paid into it and when 
they have done well; they collect from 
it when they have done badly. It is an 
American concept of insurance, social 
insurance, private insurance, whatever. 
Put aside your ideology, put aside your 
politics that you want to score points 
by saying: We will not do this because 
we have to ‘‘pay for it.’’ 

If they had shown us they cared a lit-
tle more about the budget deficit 10 
years ago, when we had a huge budget 
surplus, soon after the Presiding Offi-
cer came to the House—he was part of 
the effort that put a budget together 
and we had economic growth and we 
had a budget surplus. They took that 
surplus and put all that money to their 
contractor friends in Iraq and put all 
that money into drug companies and 
insurance company subsidies, put all 
that money into tax cuts for the rich-
est Americans. Now they want to take 
it out on those people who have lost 
their jobs. It is unconscionable. It is 
not what the American people stand 
for. It is not American values. 

I ask them to reconsider what they 
are doing. 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The bill clerk proceeded to call the 

roll. 
Mr. KAUFMAN. I ask unanimous 

consent that the order for the quorum 
call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

TOO BIG TO FAIL 

Mr. KAUFMAN. Mr. President, I have 
spoken twice on the floor in the past 
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few weeks on the problem of ‘‘too big 
to fail.’’ This is a critical issue for any 
financial reform legislation. Each Sen-
ator must ask whether this issue is ef-
fectively addressed in landmark legis-
lation the Senate will soon consider. I 
will limit my remarks today to the 
central aspect of the challenge we face, 
‘‘too big to fail.’’ In particular, does 
this bill take the necessary steps to re-
duce the size, complexity, and con-
centrated power of the behemoths that 
currently dominate our financial in-
dustry and our economy? 

If not, what is the justification for 
maintaining their status quo, what is 
the risk that one might fail, and—if 
that were to occur—what is the likeli-
hood that the American taxpayer will 
once again have to bail them out? 

The answer is that there is little in 
the current legislation that would 
change the behavior or reduce the size 
of the Nation’s six megabanks. 

Instead, this bill invests its hopes in 
two ideas: First, that chastened regu-
lators—who, we must remember, failed 
miserably in preventing the crisis—will 
this time control these megabanks 
more effectively—today, tomorrow, 
and decades into the future. And, sec-
ond, that a resolution authority de-
signed to shield the taxpayers from yet 
another bailout will be able success-
fully to unwind incredibly complex 
megabanks that are engaged across the 
globe. 

In the midst of the Great Depression, 
Congress built laws that maintained fi-
nancial stability for nearly 60 years. 

Through the Glass-Steagall Act, 
which included the establishment of 
the Federal Deposit Insurance Corpora-
tion, Congress separated investment 
banks, which were free to engage in 
risky behavior, and commercial banks, 
whose deposits were federally insured. 

As I described in a previous speech, 
during the last 30 years, that division 
was methodically disassembled by a de-
regulatory mindset, leading to the 
reckless Wall Street behavior that 
caused the greatest financial crisis and 
economic downturn since the 1930s. 

What walls will this bill erect? None. 
On what bedrock does this bill rest if 

the Nation is to hope for another 60 
years of financial stability? Better and 
smarter regulators, plain and simple. 

No great statutory walls, no hard di-
visions or limits on regulatory discre-
tion, only a reshuffled set of regulatory 
powers that already exist. Remember, 
it was the regulators who abdicated 
their responsibilities and helped cause 
this crisis. 

Thus far, on the central aspect of 
‘‘too big to fail,’’ financial reform con-
sists of giving regulators the authority 
to supervise institutions that are too 
big, and then the ability to resolve 
those banks when they are about to 
fail. 

Upon closer examination, however, 
the former is virtually the same au-
thority regulators currently possess, 
while the latter—an orderly resolution 
of a failing megabank—I believe, is an 
illusion. 

Unless Congress breaks up the 
megabanks that are ‘‘too big to fail,’’ 
the American taxpayer will remain the 
ultimate guarantor in an almost cer-
tain-to-repeat-itself cycle of boom, 
bust, and bailout. 

The first question is how big must a 
financial institution be to be ‘‘too big 
to fail’’? 

Let us examine how concentrated 
some of our giant financial institutions 
have become. 

Only 15 years ago, the six largest U.S. 
banks had assets equal to 17 percent of 
overall gross domestic product. 

The six largest banks today in the 
United States now have total assets es-
timated to be in excess of 63 percent of 
our gross domestic product. 

Three of these megabanks have close 
to $2 trillion of assets on their balance 
sheets. 

Their gigantic size, and the percep-
tion in the marketplace that they are 
indeed too big for the government ever 
to permit them to fail, gives these 
megabanks a competitive advantage 
over smaller financial institutions. It 
also instills a dangerous willingness to 
engage in excessive risk taking. 

As Federal Reserve Chairman Ben 
Bernanke recently stated, 

[I]f a firm is publicly perceived as too big, 
or interconnected, or systemically critical 
for the authorities to permit its failure, its 
creditors and counterparties have less incen-
tive to evaluate the quality of the firm’s 
business model, its management, and its 
risk-taking behavior. 

As a result, such firms face limited market 
discipline, allowing them to obtain funding 
on better terms than the quality or riskiness 
of their business would merit and giving 
them incentives to take on excessive risks. 

In other words, with a taxpayer safe-
ty net beneath them, these Wall Street 
firms will continue to have an irresist-
ible incentive to keep walking across a 
financial high-wire of speculative in-
vestments in search of ever greater 
profits. 

Some might say that Canada and 
other countries also have large banks 
and didn’t encounter serious problems. 
But this ignores the obvious facts that 
our economy is about 10 times the size 
of Canada’s and our financial eco-
system is far more complex. 

It also ignores that Canada’s largest 
banks rest on a bedrock of government- 
guaranteed mortgages and a social 
compact between those banks and their 
regulators. 

To adopt a Canadian-type model in 
the U.S., we would need to merge our 
banks into even fewer banking giants, 
and then re-inflate Fannie Mae and 
Freddie Mac to guarantee some of the 
riskiest parts of the banks’ portfolios. 

Moreover, for every example of a 
country—usually far smaller than 
ours—that has coped with megabanks, 
there are at least as many where this 
system has failed, and failed spectacu-
larly. 

Take Ireland, for example, whose 
largest banks went on a credit binge 
that ended in disaster. Now Ireland’s 
citizens are paying the price through 

draconian pay cuts and higher taxes, to 
say nothing of the country’s lost eco-
nomic growth. 

Ireland provides a cautionary tale. 
These megabanks, whether they are le-
gally domiciled in our borders or be-
yond, are simply too big to manage and 
too complicated to regulate. 

There are also those who argue that 
we have had financial crises caused 
largely by small institutions. That is 
absolutely true. But those problems 
were managed without bringing our en-
tire financial system to the brink of 
disaster, the signature and near-cata-
clysmic event of the last crisis. 

In the savings and loan crisis, more 
than 700 thrifts—both large and small— 
failed, many wrongdoers were sent to 
prison, and the Resolution Trust Cor-
poration was created to liquidate the 
assets of failed institutions. In short, 
the crisis was managed and our finan-
cial system absorbed the blows. 

Compare that to the last crisis when 
our financial system barely recovered 
from a black hole that threatened to 
suck into oblivion our entire financial 
system after the failure of just one 
large investment bank. 

The legislation proposes that we 
must improve the regulation of institu-
tions that are ‘‘too big.’’ The reform 
proposals would put in place a systemic 
risk council to monitor for such risks 
and to identify financial institutions 
that should be subject to enhanced su-
pervision. Next, they would have the 
Federal Reserve act as the de facto reg-
ulator of these systemically significant 
financial institutions. 

The truth is, we have had a de facto 
systemic risk council for decades. It is 
called the President’s Working Group 
on Financial Markets. Chaired by the 
Treasury Secretary, it includes the 
heads of the Federal Reserve, the Secu-
rities and Exchange Commission, and 
the Commodities Futures Trading 
Commission, and it was established by 
President Reagan following the 1987 
stock market crash. 

Its track record in spotting incipient 
financial risks has been abysmal. Nota-
bly, Treasury Secretary Paulson used 
the President’s Working Group as a 
form of a systemic risk council, but it 
achieved essentially nothing—noth-
ing—to reduce those risks. While add-
ing additional members and providing 
some additional powers, the new sys-
temic risk council is the President’s 
Working Group by another name. 

The reform proposals would also give 
the Federal Reserve the authority to 
supervise institutions that the council 
deems are systemically significant. 
Under the proposed legislation, the 
Federal Reserve would have specific 
powers to impose higher leverage, cap-
ital, liquidity, and other requirements 
upon these institutions. 

The Federal Reserve already has the 
power to impose such standards on 
most of these institutions. The pro-
posed regulatory reforms are mainly a 
redundant statement of the Fed’s exist-
ing powers. 
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Just this week, a Moody’s report 

stated: 
. . . the proposed regulatory framework 

doesn’t appear to be significantly different 
from what exists today. 

Moody’s went on to explain that: 
The current regulatory regime is already 

authorized to protect the soundness of banks 
and the financial system as a whole. In addi-
tion, the current banking laws give bank 
regulators the power to have banks cease 
and desist from activities and to require 
banks to have higher capital ratios. 

No doubt the bill does contain some 
expanded tools for the Fed. For the 
first time, the Fed will have direct su-
pervisory authority for not just bank 
holding companies, but for their large 
nonbank subsidiaries as well. In addi-
tion, the Fed will also have authority 
over nonbank financial institutions 
that the council deems are system-
ically risky. 

But as Moody’s has recognized, the 
powers resemble the current regulatory 
framework. Federal bank regulators, 
which had the responsibility to ensure 
financial stability before the crisis, 
will again bear the responsibility after 
the crisis. 

And bank regulators will continue to 
dance the tango with the big banks, in-
terrupted briefly by new legislation 
which, in fact, includes few substantive 
changes in safety and soundness bank-
ing practices. 

It is true that under the current Sen-
ate bill, regulators could—could—po-
tentially invoke the Volcker Rule, 
which would prohibit commercial 
banks from owning or sponsoring 
‘‘hedge funds, private equity funds, and 
purely proprietary trading in securi-
ties, derivatives or commodity mar-
kets.’’ 

I applaud former Federal Reserve 
Chairman Paul Volcker for his critical 
leadership on these issues, which the 
administration has endorsed. 

Unfortunately, the legislation now 
being considered by the Senate re-
quires the council first to study the 
Volcker rule before deciding whether 
to enforce it. In the end, it could issue 
a recommendation not to enforce the 
Volcker rule at all. 

Or the council might recommend 
simply that regulators mandate capital 
requirements that are adequate for any 
risky proprietary activities a par-
ticular bank might undertake—a power 
regulators already have. The reality is 
that regulators have long had the au-
thority to prohibit speculative activi-
ties at banks, but never opted to do so. 

Under the Bank Holding Company 
Act, the Federal Reserve may require a 
bank holding company to terminate an 
activity or control of a nonbank sub-
sidiary—such as a broker-dealer or an 
insurance company—if that activity or 
subsidiary poses serious risk to the 
safety, soundness or stability of the 
holding company. 

As we all know too well, in the past, 
these very same bank regulators failed 
utterly. Indeed, as the ‘‘umbrella regu-
lator’’ for all bank holding companies, 

the Federal Reserve could have in-
creased capital and other requirements 
for these institutions, but instead 
farmed out this function to credit rat-
ing agencies and the banks themselves. 

Meanwhile, as the consolidated su-
pervisor of major investment banks, 
the SEC had similar powers to those of 
the Fed. And it goes without saying 
that its track record of regulatory en-
forcement was littered with colossal 
failures. 

Chastened regulators may try in the 
coming years to be harder on the 
megabanks, to increase their capital 
requirements, and to keep a close eye 
on their liquidity levels, liabilities, and 
leverage ratios. 

But even if they do, history has 
shown us that the tango will reach the 
end of the dance floor, and the big 
banks will execute the turn and lead 
again, leaving our regulators hope-
lessly aside in understanding the com-
plex and opaque transactions that 
interconnect the giant banks. 

In sum, little in these reforms is real-
ly new, and nothing in these reforms 
will change the size ofour megabanks. 

That is why I believe we must impose 
these changes by statute—by statute. I 
would go beyond even statutorily re-
quiring banks to live under the Volcker 
rule, by reinstating by statute the fire-
wall between commercial and invest-
ment banking activities. Unless we 
break the megabanks apart, they will 
remain too large and interconnected 
for regulators to effectively control 
them. And once the next inevitable fi-
nancial crisis occurs, and the con-
tagion spreads too quickly for the gov-
ernment to believe that a failing firm 
won’t take down others as well, the 
American taxpayer—the American tax-
payer—the American taxpayer—will 
again be forced into the breach. 

The proposed plan calls for a resolu-
tion authority to deal with these insti-
tutions when they inevitably get into 
trouble. An early resolution, we are 
promised, guided by a systemic council 
looking into its crystal ball, will pre-
vent the taxpayer from ever again 
needing to save the day. 

It is true that the existing mecha-
nism, which tasks the FDIC with re-
solving failing depository institutions, 
has worked well—but only worked well 
up to a point. The problem is that our 
experience with resolving banks—high-
lighted by the 140 bank failures that 
occurred last year and their cost to the 
deposit insurance fund—has shown us 
that prompt corrective action is al-
most always too late. 

As many commentators have noted, 
no matter how well Congress crafts a 
resolution mechanism, there can never 
be an orderly winddown of a $2 trillion 
financial institution that has hundreds 
of billions of dollars of off-balance- 
sheet assets, relies heavily on whole-
sale funding, and has more than a toe-
hold in over 100 countries. 

A backstop of a $50 billion or even a 
$100 billion resolution fund would come 
nowhere close to being big enough to 

resolve a $2 trillion financial institu-
tion. 

As the Economist notes: 
[Resolution authority] may prove unwork-

able, of course. The threat of being wiped out 
in bankruptcy could cause creditors to flee 
both the troubled firm and any firms like it, 
precisely the sort of panic the resolution re-
gime is meant to avoid. 

‘‘In a severe financial crisis it will be too 
terrifying for politicians and bureaucrats to 
use’’ the new process, predicts Douglas El-
liott of the Brookings Institution. 

Instead, he says, they will resort to ad hoc 
measures as they did in 2008. 

Not surprisingly, there are many bar-
riers to resolving large and complex fi-
nancial institutions. Most notably, 
there are international dimensions to 
the problem, depending on resolution 
authority. 

Following the collapse of Lehman 
Brothers, there was an intense and dis-
ruptive dispute between regulators in 
the U.S. and U.K. over how to handle 
customer claims and liabilities. While 
U.S. bankruptcy protection allowed 
Lehman Brothers’ U.S. operations to 
continue for days as a going concern, 
Lehman’s operations in the U.K. were 
halted in accordance with British 
bankruptcy law. 

Given that there apparently were 
more than 600,000 open derivatives con-
tracts in the U.K. on the day that Leh-
man failed, many counterparties and 
clients were stranded, consequently 
hampering bankruptcy efforts in the 
U.S. as well. 

To those who promote resolution au-
thority as a solution, I ask: Exactly 
what would have happened differently 
if Lehman had been in receivership 
during those harrowing days in Sep-
tember? 

Moreover, the reluctance last spring 
to nationalize these banks, to place 
them in a form of resolution receiver-
ship, was because it would have been 
too costly to the taxpayer to take over 
or put into bankruptcy the megabanks. 

Why would it not be costly with a 
U.S.-only resolution authority? The 
truth is: It would be. The taxpayer will 
remain the ultimate guarantor. 

The international difficulty of acting 
quickly before contagion spreads is al-
most impossible to overcome without a 
cross-border resolution agreement. Un-
fortunately, there is nothing in the res-
olution authority that the Senate will 
consider that would help address this 
problem. We all know that it is a prob-
lem that will only get worse given the 
inevitability of further financial 
globalization. 

In coming years, the U.S. megabanks 
will extend their reach into global 
markets, relying on their funding ad-
vantages as too-big-to-fail U.S. banks 
to profit from increasingly sophisti-
cated transactions in countries around 
the world. 

The problems with resolution author-
ity for the megabanks aren’t just inter-
national in nature. These institutions 
use short-term collateralized loans 
called repurchase agreements, or repos, 
to finance a significant portion of their 
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balance sheet and have massive 
counterparty exposures that arise out 
of their roles as derivatives dealers. 

Both repos and derivatives are quali-
fied financial contracts, meaning that 
exposures that arise from them are ef-
fectively super senior to the claims of 
all other creditors. By giving these 
trading exposures such a privileged po-
sition under the bankruptcy code, we 
have allowed a major part of our finan-
cial system—called the shadow bank-
ing system—to grow completely un-
checked without any market or regu-
latory discipline whatsoever. 

As Peter Fisher, former Under Sec-
retary of the Treasury and former head 
of the markets desk at the Federal Re-
serve Bank of New York, has stated: 

[these changes to the bankruptcy code] 
transformed the ‘too-big-to-fail’ problem of 
our largest deposit takers into the ‘too- 
interconnected-to-fail’ problem of our major 
financial institutions. 

The proof of that statement is borne 
out by the data. 

One report by researchers at the 
Bank of International Settlements es-
timated that the size of the overall 
repo market in the U.S., Euro region 
and the U.K. totaled approximately $11 
trillion at the end of 2007. 

Meanwhile, the total notional value 
of OTC derivatives contracts is equal 
to $605 trillion, as of June, 2009. 

Large financial institutions that rely 
chiefly upon wholesale financing and 
have massive counterparty exposures 
from their derivatives positions are 
combustible. The case studies of Leh-
man and the other investment banks 
show how quickly and violently these 
institutions can implode. When they 
do, their interconnected nature inevi-
tably causes a contagion, leading to a 
collapse in confidence and the classic 
patterns of a bank run. 

As the Moody’s report summarizes 
the question, We must: 
try to assess whether or not the law could be 
effective in its stated objective: allowing a 
troubled, systemically important financial 
institution to default on selected obliga-
tions, while avoiding the larger effects that 
such a default might have on the financial 
system and on the broader economy. 

That is a challenging objective to accom-
plish in reality, given contagion risk and the 
high degree of connectedness among such in-
stitutions, both domestically and cross bor-
der (where any such resolution authority 
would have no authority). 

Resolution authority is therefore a 
slender reed upon which to lean when 
it comes to institutions as large, com-
plex and interconnected as these. 

The truth is that we need to split up 
and break down the largest and most 
complex financial institutions. 

As President of the Federal Reserve 
Bank of Dallas Richard Fisher stated 
on March 3rd: 

I think the disagreeable but sound thing to 
do regarding institutions that are [‘too big 
to fail’] is to dismantle them over time into 
institutions that can be prudently managed 
and regulated across borders. And this 
should be done before the next financial cri-
sis, because it surely cannot be done in the 
middle of a crisis. 

The first step is to separate federally 
insured banks from risky investment 
banks. As Senators MARIA CANTWELL, 
JOHN MCCAIN and others have urged, we 
should break up the largest banks and 
resign to history ‘‘too big to fail’’ 
banks. This worked for nearly 60 years, 
and would once again ensure the sound-
ness of commercial banks while placing 
risky investment bank activities far 
beyond any government safety net. 

Second, we also need statutory size 
and leverage limits on banks and 
nonbanks. We should set a hard cap on 
the liabilities of banks and other finan-
cial institutions as a percentage of 
GDP. 

The size limit should constrain the 
amount of non-deposit liabilities at 
large mega-banks, which rely heavily 
on short-term financing like repos and 
commercial paper. 

In addition, we should institute a 
simple statutory leverage requirement 
to limit how much firms can borrow 
relative to how much their share-
holders have on the line. 

Finally, we must put in place reforms 
for derivatives and other qualified fi-
nancial contracts. 

Get this: The five largest banks con-
trol 95 percent of the OTC derivatives 
market. 

We must require derivatives to be 
centrally cleared, which will reduce 
the complex web of counterparty credit 
risks throughout our system. 

CFTC Chairman Gary Gensler under-
scores that point by stating: 

Central clearing would greatly reduce both 
the size of dealers as well as the inter-
connectedness between Wall Street banks, 
their customers and the economy. 

In addition, we should reconsider the 
legal treatment of qualified financial 
contract exposures under the bank-
ruptcy code, and therefore under a res-
olution regime, as well. 

Given the sheer size of cross expo-
sures arising from derivatives and 
repos that financial firms have with 
each other, it makes sense to allow de-
rivative and repo exposures to be net-
ted out prior to any automatic stay. 

It is not apparent why that net credit 
exposure should come ahead of the 
claims of other secured creditors. This 
is special treatment, not market dis-
cipline. 

All of these changes taken together 
would reduce risk in the system, im-
pose discipline in the market, and 
break the cycle of obligatory booms, 
busts and bailouts. In short, they 
eliminate the problem of having insti-
tutions that are both too big and inter-
connected to fail. 

If instead our solution is to depend 
on regulators, and to wait with an im-
practical plan to resolve failing insti-
tutions, the financial system will con-
tinue on its inexorable path, growing 
bigger, more complex and more con-
centrated. And we will only be laying 
the groundwork for an even greater cri-
sis the next time. 

In the midst of the Great Depression, 
we built strong walls that lasted for 

generations. The devastation of our 
most recent crisis challenges us to do 
so again. 

These megabanks are too big to man-
age, too big to regulate, too big to fail, 
and too interconnected to resolve when 
the next crisis hits. We must break up 
these banks and separate again those 
commercial banking activities that are 
guaranteed by the government from 
those investment banking activities 
that are speculative and reflect greater 
risk. 

We must limit the size, liabilities, 
and leverage of any systemically sig-
nificant financial institution. 

Given the ever-increasing rate of fi-
nancial innovation, the need for Con-
gress—not the regulators—to impose 
these time-honored principles has 
never been greater. The stakes have 
never been higher. 

It is time to follow in the footsteps of 
those great Senators who made the 
tough decision in the 1930s to pass the 
Glass-Steagall Act and other landmark 
reform bills, which paved the way for 
almost 60 years without a major finan-
cial meltdown. Once again, we must en-
sure that government guarantees of 
commercial bank deposits do not en-
able financial institutions to engage in 
the risky activities of investment 
banks. 

Finally we must guarantee that 
there are no banks that are too big to 
manage too big to regulate, and too big 
to fail. The American people deserve no 
less. 

Mr. President, I yield the floor. 
Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The bill clerk proceeded to call the 

roll. 
The PRESIDING OFFICER (Mr. 

KAUFMAN). The Senator from Con-
necticut. 

Mr. DODD. Mr. President, I ask unan-
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

FINANCIAL SERVICES REFORM 

Mr. DODD. Mr. President, I wish to 
take a few minutes, if I can. I know we 
are in the waning minutes of going out 
of session and Members have, I think 
by and large, probably left the city for 
their respective States—as I will be 
doing in a day or so, going back to Con-
necticut to spend time with my family 
and constituents over the Easter-Pass-
over break. 

I wish to take a couple of minutes to 
talk briefly about my responsibilities 
as chairman of the Senate Banking, 
Housing, and Urban Affairs Committee 
on which I serve with 22 others of our 
colleagues. Almost a quarter of this in-
stitution sits on that committee. Sen-
ator RICHARD SHELBY of Alabama is my 
ranking Republican member and 
former chairman of the committee, I 
might point out. 
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