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|. Introduction

Financial crises not only impose short-term economic costs, they also create
enormous regulatory risks. The financial crisisthat is currently gripping the global
economy is aready producing voluminous proposals for regulatory reform coming from
all quarters. Previous financial crises—most obviously the Great Depression — brought
significant financial regulatory changesin their wake, most of which were subsequently
discredited by economists and economic historians as counterproductive.

Since the 1980s, the US has been removing many of those regulatory missteps by
allowing banks to pay market interest rates on deposits, operate across state lines, and
offer awide range of financial services and productsto their customers (which has
diversified banks' sources of income and improved efficiency). It is worth remembering
how long it took for unwise regulatory actions taken in the wake of the Depression to be
reversed. Indeed, some regulatory policies introduced during the Depression — most
obviously, deposit insurance — will likely never be reversed. Ironically, financial
economists and economic historians regard deposit insurance (and other safety net
policies) asthe primary source of the unprecedented financial instability that has arisen
worldwide over the past thirty years (Barth, Caprio and Levine 2006, Demirguc-Kunt,
Kane, and Laeven 2009, Calomiris 2008a).

Will the current regulatory backlash in response to the financial crisis once again
set back financial efficiency, or will it lead to the refinement and improvement of our
financial regulatory structure? As of this writing, a mixed outcome seems likely. Some
changes in the content of banking regulation are likely to be constructive. In other areas —
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subsidizing leverage in housing — the future is uncertain; counterproductive, knee-jerk
reactions or preservation of the status quo, respectively, seem as likely as thoughtful
reform. In some of the areas where reform would be desirable — most obvioudly, the
elimination of entry barriers in consumer banking — nothing is likely to occur. Finaly,
with respect to the structure of the implementation of supervision and regulation, major
changes are afoot that will probably rearrange and consolidate financial oversight, and
extend the powers of the Federal Reserve Board into new areas. The reconsideration of
the allocation of regulatory power likely will bring amix of outcomes that are hard to
predict. Unfortunately, one desirable change — removing the Fed fromits current role as a
micro supervisor and regulator of bank —is unlikely to occur.

This chapter considers several important areas of response (or non-response) of
banking regulation to the crisis. | begin with an overview of the causes of the crisis, and
the ways the crisis has highlighted the need for regulatory reform. | review the prospects
for the reform of regulatory content. | also consider and evaluate the potential changesin

the structure of regulation and supervision coming out of the crisis.

II. TheOriginsof the Crisis

Many commentators argue that financial innovations associated with
securitization of subprime mortgages by banks and investment banks, and repo finance of
investment banks, permitted subprime mortgage originators to sidestep commercia bank
prudential regulation (of on-balance sheet bank holdings of subprime mortgages and
related instruments) so that they could assume more risk at lower cost by boosting

leverage. Thereis no doubt that if more subprime loans had been placed on the balance



sheets of commercial banks financial system leveraging would have been smaller. But
that would not have prevented the crisis. Government policies that promoted risk taking
in housing finance, and regulatory standards for measuring risk when setting minimum
capital requirements (for banks, investment banks, and their securitizations) were far
more important in generating the hugely underestimated risks that brought down the U.S.
financial system.

As Calomiris (2009a) shows, on an ex ante basis, subprime default risk was
substantially underestimated during 2003-2007. Reasonabl e forward-looking estimates of
risk were ignored, and senior management structured compensation for asset managers to
maximize incentives to undertake underestimated risks.

These mistakes were not the result of random mass insanity; rather, they reflected
apolicy environment that strongly encouraged financial managers to underestimate risk
in the subprime mortgage market. Risk taking was driven by government policies. Four
categories of government error were most important:

First, lax monetary policy, especially from 2002 through 2005, promoted easy
credit and kept interest rates very low for a protracted period. The history of postwar
monetary policy has seen only two episodes in which the real fed funds rate remained
negative for several consecutive years; those periods are the high-inflation episode of
1975-1978 (which was reversed by the rate hikes of 1979-1982) and the accommodative
period of 2002-2005. The Fed deviated sharply from the “Taylor Rule’ in setting interest
rates during 2002-2005; fed funds rates remained substantially and persistently below
levels that would have been consistent with the Taylor Rule. Not only were short-term
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global imbalances and Asian demands for longer-term U.S. Treasuries, the Treasury yield
curve was virtualy flat during the 2002-2005 period, implying extremely low interest
rates across the yield curve. Accommodative monetary policy and aflat yield curve
meant that credit was excessively available to support expansion in the housing market at
abnormally low interest rates, which encouraged overpricing of houses.

Second, numerous housing policies promoted subprime risk taking by financial
institutions (Calomiris 2009a, 2009b). Those policiesincluded (&) political pressures
from Congress on the government-sponsored enterprises (GSES), Fannie Mae and
Freddie Mac to promote “affordable housing” by investing in high-risk subprime
mortgages, (b) lending subsidies for housing finance via the Federa Home Loan Bank
System to its member institutions, (¢) FHA subsidization of high mortgage leverage and
risk, (d) government and GSE mortgage foreclosure mitigation protocols that were
developed in the late 1990s and early 2000s to reduce the costs to borrowers of failing to
meet debt service requirements on mortgages, which further promoted risky mortgages,
and —amost unbelievably — (e) 2006 |egidlation that encouraged ratings agencies to relax
standards for subprime securitizations.

All of these policies encouraged underestimation of subprime risk, but the
behavior of members of Congress toward Fannie Mae and Freddie Mac, which
encouraged reckless lending by the GSEs in the name of affordable housing, were
arguably the most damaging actions leading up to the crisis. In order for Fannie and
Freddie to maintain lucrative implicit (now explicit) government guarantees on their
debts they had to commit growing resources to risky subprime loans (Calomiris and
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toxic mortgages, which constitutes half of the total non-FHA outstanding amount of toxic
mortgages (Pinto 2008).

Third, government regul ations limiting who can buy stock in banks have made
effective corporate governance within large banks virtually impossible. Lax corporate
governance allowed bank management to pursue investments that were unprofitable for
stockholdersin the long run, but that were very profitable to management in the short
run, given the short time horizons of managerial compensation systems. When
stockholder discipline is absent managers are able to set up the management of risk to
benefit themselves at the expense of stockholders. An asset bubble (like the subprime
bubble of 2003-2007) offers an ideal opportunity; if senior managers establish
compensation systems that reward subordinates based on total assets managed or total
revenues collected, without regard to risk or future potential loss, then subordinates are
incentivized to expand portfolios rapidly during the bubble without regard to risk. Senior
managers then reward themselves for having overseen “successful” expansion with large
short-term bonuses, and make sure to cash out their stock options quickly so that alarge
portion of their money is safely invested elsewhere by the time the bubble bursts.

Fourth, prudential regulation of commercial banks and investment banks has
proven to be ineffective. That failure reflects (a) fundamental problems in measuring
bank risk resulting from regulation’ sill-considered reliance on inaccurate rules of thumb,
credit rating agencies assessments and internal bank models to measure risk, and (b) the
too-big-to-fail problem (Stern and Feldman 2004), which makes it difficult to credibly
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Stearns, AlG, and Lehman) even if regulators detect large losses or imprudently large
risks.

The risk measurement problem has been the primary failure of banking
regulation, and a subject of constant academic criticism for more than two decades.
Regulators utilize different means to assess risk, depending on the size of the bank. Under
the simplest version of regulatory measurement of risk, subprime mortgages (like all
mortgages) have alow asset risk weight (50%) relative to commercial loans although
they are riskier than those loans. More complex measurement of risk (applicableto larger
US banks) relies on the opinions of ratings agencies or the internal assessments of banks,
neither of which isindependent of bank management.

Rating agencies, after all, cater to buy-side market participants (i.e., banks,
pensions, mutuals, and insurance companies that maintained subprime-related asset
exposures). When ratings are used for regulatory purposes, buy-side participants reward
rating agencies for underestimating risk, since that helps the buy-side clients reduce costs
associated with regulation. Many observers wrongly believe that the problem with rating
agency grade inflation of securitized debtsisthat sellers (sponsors of securitizations) pay
for ratings; on the contrary, the problem is that the buyers of the debts want inflated
ratings because of the regulatory benefits they receive from inflated ratings.

The too-big-to-fail problem relates to the lack of credible regulatory discipline for
large, complex banks. The prospect of their failing is considered so potentially disruptive
to the financial system that regulators have an incentive to avoid intervention. That ex
post “forebearance” makesit hard to ensure compliance ex ante. The too-big-to-fail

problem magnifies incentives to take excessive risks,; banks that expect to be protected by



deposit insurance, Fed lending, and Treasury-Fed bailouts, and that believe that they are
beyond discipline, will tend to take on excessive risk, since the taxpayers share the
downside costs.

The too-big-to-fail problem was clearly visible in the behavior of large investment
banksin 2008. After Bear Stearns was rescued in March, Lehman, Merrill Lynch,
Morgan Stanley and Goldman Sachs sat on their hands for six months awaiting further
developments (i.e., either an improvement in the market environment or a handout from
Uncle Sam). In particular, Lehman did little to raise capital or shore up its position. But
when conditions deteriorated and the anticipated bailout failed to materialize for Lehman
in September 2008 — showing that there were limitsto Treasury-Fed generosity — the
other major investment banks immediately either became acquired or transformed
themselves into bank holding companies to increase their access to government support.

Thisreview of government policy contributions to the financia crisis has not
mentioned deregulation. During the 2008 el ection, many candidates (including President
Obama) made vague claims that “ deregulation” had caused the crisis. That claim made no
sense; involvement by banks and investment banks in subprime mortgages and mortgage
securitization was in no way affected by banking deregulation. In fact, the deregulation of
the last two decades (which consisted of the removal of branching restrictions and the
expansion of permissible bank activities) facilitated adjustment to the subprime shock by
making banks more diversified and by allowing troubled investment banks to become
stabilized by becoming, or being acquired by, commercial banks (Calomiris 2009a).

Since the election, President Obama and other erstwhile critics of “deregulation” have



changed their rhetoric, and properly focus on various failures of regulation, rather than

deregulation, as causes of the crisis.

I11. Reforming the Substance of Regulation

The policy errors enumerated above had al been subjects of substantial research
prior to the financia crisis. It is not surprising, therefore, that credible solutions to these
problems have been identified by financial economists who write about public policy. It
is more surprising perhaps that the emerging academic consensus about reform is being
embraced by Congress and the Administration (at least so far). The good news coming
out of the reaction to the crisis seemsto be that even populist demagogues like Barney
Frank and Chris Dodd (who were egging on the pitchforks-and-torches crowd during the
disgraceful A1G bonus hullaballoo) have shown some restraint in their regulatory reform
advocacy.

Of course, the lobbying is only beginning, the devil isin the details, and
significant risks remain, including possibly of counterproductive limits on compensation
that could drive talent to less regulated environments abroad, trading or reporting rules
that would impose implicit taxes on the development of new derivatives products,
barriers to competition masquerading as “ stabilizing” regulation, and the empowerment
of politicized regulators who would in turn politicize credit flows and other financial
decisions.

No credible voice within the Administration or Congressis pushing for repeal of
the 1999 Gramm-Leach-Bliley Act, which alowed banks unfettered entry into

investment banking, although some (notably, Paul VVolcker) have expressed the view that



proprietary trading should be segregated from other aspects of banking. Barney Frank
recently expressed substantial agreement with Chairman Bernanke during his testimony
before Frank’s Committee, in particular with respect to the appropriate regul atory
approach toward the hedge fund industry, which Bernanke argued should focus primarily
on disclosure rather than regulatory control of hedge funds' risk or capital structure
(which is the approach favored in much of Continental Europe).

The emerging consensus has reflected, inter alia, the Fed' s ability to take the
intellectual lead, due to the substantial staff resources and experience the Fed can draw
upon. There are few in Washington who have the wherewithal to dispute the Fed's
knowledge and expertise on the technical matters of regulation. The Fed has succeeded
in elevating the discussion on regulatory reform, and that has given reformers (including
myself) hope that this time government will not compound its errors too badly in its
regulatory response to the financial crisis.

The following list summarizes policy reforms that make sense (see Calomiris
2009b for details), many of which have been advocated by Secretary Geithner, Chairman
Bernanke, and members of Congress, and are reflected in the recent G20 declaration on
regulatory reform, although the details various parties will advocate remain uncertain:

1. Limit incentives for large, complex institutions to take advantage of too-big-to-
fail protection by (a) employing regulatory surcharges on complexity (e.g., requiring
higher capital or liquidity by large, complex institutions), and (b) giving afinancial
regulator the authority to establish new procedures for intervening and resolving large,
complex financial institutions (banks and non-banks) that become distressed, rather than

simply bailing out those institutions. Secretary Geithner has supported both these



elements. Some critics (e.g., Diebold and Skeel 2009) are |egitimately concerned that
discretionary resolution authority could lead to incompetent or politically motivated
interventions. Other critics worry that defining an institution as “large and complex”
might actually encourage bailouts. The answer to both problemsisto require large,
complex institutions to devise detailed and regularly updated plans for their own
resolutions. Those plans would specify how control would be transferred to a
prepackaged bridge bank if the institution became severely undercapitalized. The plans
would specify formulas for loss sharing among international subsidiaries of the bank, and
those | oss-sharing arrangements would be pre-approved by regulators in countries where
subsidiaries are located. Credible, pre-approved plans would discourage large, complex
banks from taking advantage of large size and complexity to avoid discipline, and would
reduce the costs of too-big-to-fail protection. They would also avoid the chaotic process
of managing international coordination of loss sharing after the fact, since the interests of
different countries regulating different subsidiaries of troubled institutions often diverge
(thisisamajor contributor to the chaos over the management of the crisis in Europe, and
the main remaining challenge in resolving the Lehman Bros. bankruptcy).

2. “Macro” prudentia regulation is arelatively new ideathat has been gaining
support, including endorsements by Secretary Geithner, many in Congress, and the G20.
A macro prudential regulator would vary capital and liquidity requirements over timein
response to changes in macroeconomic and financial system circumstances. For example,
during booms, minimum capital would be set higher, especially if aboom were occurring
in which asset prices and credit were rising rapidly. Raising capital requirements on

banks would discourage a protracted bubble from forming and would create alarger
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equity cushion for banks if abubble should burst. Calomiris (2009b) reviews various
ideas for setting dynamic capital requirements, and argues that it is possible to devise
simple, desirable rules to implement such apolicy.

3. Replace housing leverage subsidies with less risk-creating subsidies to |ow-
income, first-time homebuyers. Democrats in the House, Senate, and White House have
not yet supported concrete measures that would reduce the vulnerability of housing
finance going forward. On a positive note, however, many Democrats have stopped
claiming that Fannie and Freddie were mere victims of the crisis. The December 9, 2008
hearings on Fannie and Freddie in the House resulted in a bipartisan consensus that
Fannie and Freddie had been major contributorsto the crisis, and that it is necessary to
reform these institutions (which are currently in conservatorship). Given the huge
political stakes, however, the prospects for reform are uncertain.

4. Useregulatory surcharges (capital or liquidity requirements) to encourage
clearing of OTC transactions through clearing houses. Thiswould simplify and render
transparent counterparty risk in the OTC market. Secretary Geithner has advocated
encouraging some migration of derivatives clearing to centralized clearing houses (in
fact, he had long championed the need to improve derivatives clearing while serving as
President of the New Y ork Fed). He seems to understand the need to distinguish between
homogeneous derivatives products (like plain vanillainterest rate swaps), which are good
candidates for centralized clearing, and other customized products, which are not good
candidates. Progress in bringing some derivatives products into clearing houses has

already begun.
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5. Require timely disclosure of OTC positions to regulators, and lagged public
disclosure of net positions. Thiswould be helpful for tracking system-wide risks by the
macro prudential regulator and the market. There are, however, potential costs of too
much disclosure or too rapid disclosure of positions (which could reduce market liquidity
under some circumstances — see Calomiris 2009b).

6. One important area that has not been discussed much by policy makersisthe
need to reform the regulatory techniques for measuring risk. Secretary Geithner talks
about the need for “capital, capital, capital,” but more capital aloneis not an effective
solution; financia institutions can raise asset risk to offset higher capital requirement via
various means, some of which can be hard to detect. Thereis no substitute for effective
risk measurement, and yet ideas for reforming risk measurement have been missing in the
Congressional testimonies and speeches and G20 posturing, at least thus far. The most
promising approach to reform would use market prices to complement improved versions
of existing measures of risk based on rating agency opinions and internal models. The
key problem with the current approach to measuring asset values and risksis that it
depends on bank reporting, supervisors observations, and rating agencies opinions.
None of those three parties has a strong interest in accurate, timely measurement of risk.
Furthermore, even if supervisors were extremely diligent in measuring risk, how could
they successfully defend high risk estimates that were entirely the result of their own
models and judgment? Part of the solution is to bring objective information from the
market into the regulatory process, and to bring outside (market) sources of disciplinein
debt markets to bear in penalizing bank risk taking. Thereis alarge body of evidencein

favor of that approach. The Fed and Treasury blocked that approach in 1999 (in response
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to lobbying pressure from the big banks), but Fed officials seem more amenable to it
now.

7. Avoid grade inflation in the regulatory use of rating agencies opinions. Lots of
bad ideas are surfacing about how to accomplish that goal. One bad ideais to require that
the buy side pay for ratings rather than the sell side. As argued above, this would have no
effect in improving the reliability of ratings. The regulated buy-side investors (banks,
pensions, mutuals, and insurance companies) pushed for ratings inflation of securitized
debts to loosen restrictions on what they could buy; it is ludicrous to argue that giving the
buy side more power would discourage ratings inflation. Another bad idea gaining
ground in Europe would be to have regul ators micromanage the ratings process, which
would be very destructive to the content of ratings. There are better aternatives. One
desirable approach would force ratings to be quantitative. Letter grades as forward
looking opinions have no objective meaning that can be evaluated and penalized for
inaccuracy. Numerical estimates of the probability of default (PD) and loss given default
(LGD), in contrast, do have objective, measurable meanings. Rating agencies that
provide ratings used by regul ators (so called NRSROs) should have to provide specific
estimates of the PD and LGD for any rated instrument. Rating agencies already calculate
and report such statistics. Requiring NRSROs to express ratings using numbers could
alter their incentives dramatically. If NRSROs were penalized for systematically
underestimating risk over asignificant period of time (say, with a six-month “sit out”
from having their ratings used for regulatory purposes), they would have a strong self
interest in correctly estimating risk, since the reduced demand for their services during

the sit out would affect their fee income.
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(8) Change corporate governance rules to encourage better discipline of bank
management. Rather than deal with the symptoms of poor corporate governance in banks
(e.g., compensation structure) it would be better to improve the ability of stockholdersto
discipline management. One such reform would be the elimination of ownership
concentration limits on stockholders of bank holding companies, which would improve
their corporate governance significantly.

Thisisalong list, and we are far from seeing legislation, much less sensible
legislation, on most or all of the reforms listed here. Furthermore, there are substantial
risks for mischief making, noted above. But compared to the backlash we could be
facing, the prospects for reform are reasonably good, and there is an encouraging absence
of terrible ideas. Even the discussion of compensation regulation, so far, focuses on the
need to align management incentives with long-term performance, rather than with trying
to limit the overall size of compensation.

There are other desirable reforms unrelated to the financia crisis. The most
important of these would be to permit nonfinancial companies to enter consumer
banking. Telecommunications and retail networks could provide cost-effective
alternatives to bank branches. Relaxing entry barriers would improve access for low- and
middle-income consumers. This sort of deregulation was along shot before the crisis; it

isnot arealistic near-term possibility.

V. The Reallocation of Regulatory and Supervisory Power
The reallocation of regulatory and supervisory authority is an areawhere

prospects for change are not obviously favorable, and where economicsisless helpful in
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guiding policy. Furthermore, the increased weight given to Fed opinions about reform
may not be helpful here; the Fed’s main goa in such debates has always been to preserve
and expand its own authority, which has not generally been in the public interest
(Calomiris 2006).

Thereisalot up for grabsin the reallocation of regulatory power. One gquestion
being asked is whether we should maintain the current system of multiple prudential bank
regulators. The OCC regulates national banks, the Fed regulators Fed-member, state-
chartered banks, the FDIC regul ates state-chartered, non-Fed member banks, the OTS
regulates nationally chartered thrifts, and the SEC regul ates investment banks. Some
critics argue for a potentia “race to the bottom” as regulators compete to attract banksto
their sphere of influence through lax standards. But the traditional view among banking
historians has been that competition among regulators, who otherwise may be excessively
prohibitive in their approach, fosters better regulation and supervision. Thereisno
convincing evidence in support of the race to the bottom argument, but not much more
evidence in support of benefits from regulatory competition.

A second guestion is whether banking regulation should be compartmentalized
into different areas (e.g., separating prudential regulation from consumer protection
regulation) to improve enforcement. Some aspects of prudential regulation may conflict
with regulation designed to foster access (e.g., encouraging banks to tolerate greater risk
when lending to low-income borrowers). Some advocates favor creating separate bodies
for consumer and prudential matters so that each supervisory/regulatory body will have a

clearer, more focused agenda. Others argue that combining consumer protection and
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prudential regulation within the same regulatory authority prevents regulators from
issuing contradictory instructions to banks.

Third, now that new regulatory actions relating to large, systemically important
financial institutions are being proposed, where will those new authorities be housed?
The Fed is one candidate for macro prudential authority, and perhaps the most likely
choice. It possesses the resources and breadth of perspective to gauge risks and relevant
trends in the economy better than any other regulator. Furthermore, as the central bank
and alender to financial institutions, it already has a need to maintain timely information
about systemwide risk. The Fed is also a candidate for the new resolution authority (and
isexplicitly favored for that role by Barney Frank). Congress prefers to vest powersin
the Fed because it exercises much more control over the Fed than over other financial
regulators. With respect to resolution powers and other new micro prudential authority,
however, there are strong arguments against expanding the Fed' s role.

Indeed, policy makers should require the Fed to give up itsrole asamicro
regulator, rather than expand it through the assumption of new resolution authority.
Former Secretary Paulson advocated a reforms that removed the Fed from day-to-day
regulatory and supervisory authority, but gave the Fed a new mandate to pursue macro
prudential supervision and regulation.

The removal of the Fed from micro regulation and supervision would have
substantial advantages (Calomiris 2006). Currently the United States is almost alone
among developed economiesin relying on its monetary authority asits primary day-to-
day bank regulator and supervisor. The Fed not only sets and enforces prudential and

consumer regulations, it approves bank mergers and acquisitions, and decides what
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constitutes permissible activities for banks. Why have other countries distanced their
monetary authorities from such things? First, monetary authorities — especially when they
are subject to political oversight by Congress, as the Fed is— may be less reliable
regulatory enforcers. Second, combining regulatory powers with monetary authority
politicizes monetary authorities, which threatens independent monetary policy.
Unfortunately, given the dominant role of the Fed in the current debates over the
reallocation of power, thereislittle chance of distancing the Fed from the day-to-day

responsibilities of supervision and regulation, despite these benefits.

V. Conclusion

Financia crises produce regulatory reactions, for better or worse, and often for
worse. The reformsin reaction to the current crisis are not settled yet, and prospects for
reform are mixed.

The most important desirable changes in regulation highlighted by the crisis
include: (1) regulatory taxes and reforms of resolution processes that would discourage
too-big-to-fail protection of large, complex banks, (2) new macro prudential regulatory
authority to gauge overal risk in the financial system and structure dynamic capital and
liquidity requirements accordingly, (3) elimination of leverage subsidiesin housing, (4)
new rules to encourage OTC clearing in clearing houses, (5) disclosure standards for
OTC market participants, (6) improvements in the measurement of regulatory
measurement of risk that would include market-based measures, (7) changes in the use of
rating agencies’ opinions to discourage grade inflation, and (7) eliminating regulatory

[imits on the concentration of ownership in banks.
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ltems (1), (2), (4) and (5) seem likely to be implemented in some form, but the
other reforms are less certain. In areas unrelated to the crisis (most importantly, the
relaxation of entry barriersin consumer finance) thereislittle hope of progress at the
moment. Finaly, in many areas (e.g., new compensation rules) thereis great potential for
mischief from regulatory overreach; it istoo early to be confident of measured reform.

With respect to reallocating regulatory and supervisory powers, important
guestions remain unresolved in theory and uncertain in prospect. One desirable reform —
the removal of the Fed from day-to-day regulatory and supervisory decisions, especially
in the most highly politicized areas of regulatory decision making — remains unlikely
given the Fed' s thirst for power, Congress's preference for vesting the Fed with power,
and the Fed’ s growing influence in the current debates on regulatory reform. Indeed, if
anything, the Fed’ s role as a micro prudentia regulator islikely to grow, particularly

through expansion of its authority over the resolution of distressed financial firms.

18



References

Barth, James R., Gerard Caprio, Jr., and Ross Levine (2006). Rethinking Bank Regulation
Till Angels Govern, Cambridge: Cambridge University Press.

Calomiris, Charles W. (2006). “ The Regulatory Record of the Greenspan Fed,” AEA
Papers and Proceedings, 96 (May), 170-173 (alonger version of the paper is at
http:/www.aei.org/publicationg/filter.al,publ D.28191/pub_detail.asp).

Calomiris, Charles W. (20084). “Banking Crises,” NBER Reporter , National Bureau of
Economic Research, 2008, Number 4, 10-14.

Calomiris, Charles W. (2008b). “ Statement Before the Committee on Oversight and
Government Reform,United States House of Representatives,” December 9, 2008.

Calomiris, Charles W. (2009a). “ The Subprime Turmoil: What’s Old, What’s New, and
What's Next,” Journal of Structured Finance, forthcoming.

Calomiris, Charles W. (2009b). “Financia Innovation, Regulation, and Reform,” Cato
Journal, forthcoming.

Calomiris, Charles W., and Peter J. Wallison (2008). “The Last Trillion-Dollar
Commitment: The Destruction of Fannie Mae and Freddie Mac,” American Enterprise
Institute, Financial Services Outlook, September.

Demirguc-Kunt, Adli, Edward Kane, and Luc Laeven, Editors (2009). Deposit Insurance
Around the World, MIT Press.

Deibold, Francis X., and David A. Skeel, Jr. (2009). “ Geithner is Overreaching on
Regulatory Power,” Wall Sreet Journal, March 27.

Pinto, Edward J. (2008). “ Statement Before the Committee on Oversight and
Government Reform,United States House of Representatives,” December 9.

Stern, Gary H., and Ron J. Feldman (2004). Too Big To Fail: The Hazards of Bank
Bailouts, Washington, D.C.: Brookings Institution Press.

19




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


