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Steve Weisman: This is Steve Weisman at the Peterson Institute for International Economics. 
Today, I’m honored to host an informal round table discussion, among four of  our 
distinguished senior fellows and visiting fellows, on the subject of  the future of  the 
Federal Reserve Board as Congress proceeds with financial regulatory reform. 

 Our guests are Morris Goldstein, Ted Truman, Joseph Gagnon, and Nicolas 
Véron—a visiting fellow here and also a senior fellow at the Bruegel Institute in 
Brussels. 

 Morris, you served on a panel put together by the Pew Charitable Trusts that 
recommended sweeping reforms in the regulatory system, including the establishment 
of  a new national financial regulator that would take over the monitoring of  the 
safety and soundness of  the financial system and would assume many of  the 
responsibilities of  the Fed. Tell us why you think that change is necessary? 

Morris Goldstein: There are a number of  reasons. First, in the run-up to the crisis, I think the Fed’s 
performance on microprudential regulation—that is supervision of  individual 
institutions—was not good. Whether we’re talking about bank holding companies, 
huge banks like Citigroup, or whether we are talking about lending practices and the 
subprime market. That was not good performance. As former Fed Vice Chair Alice 
Rivlin—also a member of  the same Pew panel—has characterized it, they hardly 
distinguished themselves in that area. So I think on accountability reasons, there is 
a case for removing microprudential from the Fed.

 Second, when the Fed screws up on its banking supervision, it tarnishes its overall 
reputation. And I think that invites undue scrutiny from the Congress. And that 
tends to compromise its monetary independence. So I think we would not have 
seen the legs that this—I think the bad amendment from Representative Paul—has 
had, if  the Fed had not had failures on the supervisory.

Steve Weisman: You’re referring to the amendment that passed in the House that would set up an 
audit of  the Fed. 

Morris Goldstein: That’s right. I don’t think that’s going to be very helpful. And I think it would have 
not gotten the votes it received had the Fed not been involved so much in the 
supervisory process. 
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Steve Weisman: I should have said it passed the House Financial Services Committee but not the 
full House. 

Morris Goldstein: That’s right. Third, I think the alphabet soup of  bank regulation that we have in this 
country promotes regulatory arbitrage to search for the least common denominator; 
that’s not helpful. Fourth, the skill set. I think to be a good regulator is different 
than being a good monetary policymaker. And that’s the Fed’s primary function—
monetary policy. And I don’t think it necessarily promotes getting the best people 
on bank regulation. If  you were to consolidate all the best resources you have in the 
government—rather than a single national regulator—I think you would ease that 
problem. 

 On the negative side, arguments are often made why we shouldn’t do this, but I 
find them unpersuasive. And let me just briefly mention two of  them. One of  
them is that the Fed needs the information that it gets in the supervisory process, 
of  large financial institutions from monetary policy. I agree it needs to get the 
information, but that doesn’t mean it has to do the supervision. It can get that 
information from the bank supervisors. You know, here everybody likes to have 
their own intelligence operations like the Army, Navy, Air Force. Everybody wants 
to have their own, but it leads to really needless duplication. And in the Pew report 
we put in some safeguards. Namely, the Fed would have a “Double O” license to 
get information on anything it wants in the system. It could go on any bank exams; 
it could station people in institutions. It can get whatever it wants. It can complain 
to this Federal Oversight Council that would have all the regulators if  it was not 
getting that information. So you need the information, but you don’t have to be the 
one who does the supervision. 

 Another argument is that stripping supervision would weaken the Fed unduly. 
Again, I don’t think so. They would still have, of  course, monetary policy. They 
would supervise the payment system. They would be the lender of  last resort. And 
we also recommended that they would get an enhanced role on macroprudential 
supervision. By that, we mean when they felt that we were getting excesses in credit 
markets—bubbles for housing prices, equity prices—they would recommend to this 
council that countercyclical action be taken on bank capital, on leverage, on loan 
to value ratios, margin requirements, so they would have an enhanced role in that. 
So, when I put that all together it seems to me there is a strong case for removing 
microprudential supervision from the Fed. 

Steve Weisman: Ted Truman, strong case?

Edwin (Ted) Truman: Well, I don’t think there is actually. Obviously there is some case. I think it’s important 
to think about two separate issues. One is: Should the Federal Reserve or the central 
bank be involved in supervision and regulation? And secondly: If  the answer to the 
first question is yes, then how should it be involved? 

 On the first question, my answer is yes. And indeed, the Pew report answer is yes 



�

too because it doesn’t throw the Fed out of  the system. It just rearranges the deck 
chairs a little bit. But the central point of  this crisis has been that central banks have 
not been sufficiently involved with supervision and regulation. Around the world, 
the conclusion is, the ECB was not sufficiently involved.

Steve Weisman: European Central Bank. 

Edwin (Ted) Truman: European Central Bank. The Bank of  England was not sufficiently involved. And 
all the places where the central bank has been taken out of  banking supervision in 
recent years—the lesson that people are drawing is that it needs to put it back in. 
I think that is a natural response, because there has been a crisis and therefore you 
will rearrange the deck chairs. 

 My view on the macro issue is that it’s not a question of  information. I might say, 
when I went to work at the Federal Reserve in 1972, I had the same view with almost 
every economist: The Federal Reserve shouldn’t be involved in banking supervision 
and regulation. It should be involved in monetary policies. But the involvement of  
the Fed Reserve in supervision and regulation runs two ways. 

 On the one hand, when there are problems in the system, the Fed can see those 
problems in the system and act in a prudential way. So it improves the prudential 
response to those problems. The other way is the other way around. When there 
are problems in the macro economy, you can scale back the prudential reports. 
I mean, the lesson here in the 1980s and 1990s was: the independent bank 
supervisors, the OCC [Office of  Comptroller of  the Currency] in particular, when 
there were problems in banks, sent the storm troopers into every national bank 
in the country. There was a credit crunch generated by the independent banks’ 
regulatory agencies—supervisory agencies. In contrast, for better or for worse for 
the early 1980s—when you had a global banking crisis and the Fed Reserve led 
the way in practicing forbearance, which I think was the right response in a bad 
circumstance. 

 So I am saying, lets not automatically go out and call all of  these loans—to developing 
countries around the world—of  zero value, because that would add bankruptcy to 
the banking system and collapse to global economy. I think that people fail to see 
that there is a two-way involvement in this, and it is not a question of  information. 
Actually in the current system, the Federal Reserve does not have information. The 
OCC—

Steve Weisman: The Office of  the Comptroller of  Currency.

Edwin (Ted) Truman: Office of  the Comptroller of  Currency is the supervisor of  Citibank. The Federal 
Reserve does not currently have automatic access to that supervisory report. None 
of  the large banks of  the United States—banks as well as the bank holdings—were 
subject to Federal Reserve supervision regulation at the start of  this crisis. 
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Steve Weisman:  Do you think that the Federal Reserve should be the principal regulator?

Edwin (Ted) Truman: No. That’s the second question. So the answer to the first question is yes, the central 
bank should be involved. And then you have to answer the second question. And 
the Pew report says it should be involved. It’s just a question of  how it should 
be involved. My view is that if  it’s to be charged with— as is in the Pew report 
[recommends]— systemic stability, then it should have as much involvement as 
possible. 

Steve Weisman: And that’s the position that the Fed is taking, isn’t it?

Edwin (Ted) Truman: Well, I don’t know what [position] they are taking; I’m not speaking for the Federal 
Reserve. 

Steve Weisman: No, I don’t ask you to speak for them—

Edwin (Ted) Truman: I think it is a problem. And it is the problem, for example, that Mervin King at 
the Bank of  England has said: We are being assigned to systemic sustainability, but 
you’re not giving us any tools. 

Steve Weisman: So you think this is impractical—the way it’s been approached?

Edwin (Ted) Truman: I don’t know whether it’s impractical. There are lots of  different ways of  doing it. 
I mean, you could create a mechanism. The Pew people have created a mechanism. 
They haven’t said the Federal Reserve shouldn’t be as involved. Basically, they’re not 
responding to the failures of  supervision, as Morris understands them. They are 
not responding to what was done or not done before August 2007. They’re actually 
responding to what was done after August 2007, in particular after September 2008. 
That’s were the politics is. And if  you look at what Shelby said—

Steve Weisman: Senator [Richard] Shelby [ranking Republican on the Senate Banking Committee]. 

Edwin (Ted) Truman: Senator Shelby said yesterday, he basically said, “You screwed up. I can’t take 
monetary policy control away from you, so I’m going to take regulatory policy 
control out. I don’t approve what you’ve been doing at all, right? But you still 
have to be a central bank, so I will take away [your supervisory powers].” That’s 
not a considerate view about the pros and cons of  involving the central bank in 
regulation. 

 The Pew solution actually makes things worse in my view. It subtracts two 
agencies—the Office Thrift Supervision [OTS] and the Office of  Comptroller and 
Currency—and adds five agencies. Count them: the  Central Oversight Council, 
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the National Financial Regulators, Consumer Protection and Financial Production 
Agency, a new bankruptcy court  mechanism, and a Securitization Board. So you 
minus two and you are up five. So in the alphabet soup, the soup has gotten much, 
much richer. 

Steve Weisman: Soupier.

Edwin (Ted) Truman: You know, I’ve expressed my views. 

Steve Weisman: Okay, Nicolas Véron. You’ve practiced the arts of  economics in Europe and the 
United States. Do you see an inherent contradiction in having one central bank 
entity doing both monetary policy and bank supervision?

Nicolas Véron: The short answer is yes and largely for the reasons that Morris has outlined. The 
good thing about Europe is that there are all sorts of  case studies over history—27 
countries, some with a very long financial tradition and many reforms along the 
years. So it’s a useful complement to the debate in the United States  because you 
can test different alternatives and see how it played out in history—in different 
circumstances, even so. Of  course none of  the European countries are directly 
comparable to the United States, in terms of  size and complexity of  the financial 
system. The situation we have right now in Europe is one where the European 
Central Bank has absolutely no supervisory powers at all. And this is by the Treaty 
of  Maastricht. And it is very difficult institutionally to change that because you 
basically need either a treaty change or unanimity of  the 27 member states. 

 By the same token, I would argue that the European Central Bank has not fared 
worse than the Fed in managing the crisis, in terms of  pure monetary policy and its 
lender of  last resort function exercised through the euro system of  national central 
banks, of  countries in the euro area. So it’s a sort of  case study of  a big central bank 
and a big system without any supervisory powers. And the difference is not that 
huge and certainly not on the negative side. 

 Then in the national environment we have many cases where the two are separated, 
such as the United Kingodm. I mean, monetary policy and supervision are in the 
same institution or almost in the same institution with some quirks like in Spain, 
Italy, France. It’s difficult to draw conclusions, especially as in euro area countries—
what we call the central bank is not really a central bank—in the sense that it doesn’t 
have autonomous monetary policy. If  you think of  the Bank of  Italy or the Bank 
of  Spain or the Bank of  France, they are actually not the monetary policy authority 
in the way the Fed or the Bank of  England or the ECB are. So the conflicts cannot 
be looked at the same way. 

 I think that the general lesson of  all these experiences is that you can have screw 
ups in all sorts of  regulatory design. That’s a fact. There is no silver bullet of  
an institutional design that would make it certain that you won’t have supervisory 
failures. Actually, supervisory failures will happen, whatever the design. I’m not 
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saying that the design is irrelevant to the occurrence of  supervisory failures, but 
it can happen in any sort of  situation. I think the key—the way I heard a senior 
European Central Banker put it—the key argument is that the central bank setting 
monetary policy should not be held responsible and liable for supervisory failures. 
Because if  you have the central bank—as arguably is partly the case of  the Fed 
right now on Citi or Bank of  America or Merrill Lynch—liable for supervisory 
difficulties or total screw ups, it impairs its monetary policy independence and we 
see it through the Ron Paul amendment. 

Steve Weisman: Joseph Gagnon, you served at the Fed and also at Treasury. Do you see any cause 
for concern, if  the Fed’s role here is restricted to monetary policy and lessened in 
the area of  bank supervision? 

Joseph Gagnon: It depends on how it’s done. And I think, as Ted said, there’s got to be a sense in 
which the Fed has a seat at the right tables, even if  it isn’t the actual supervisor, and 
the Pew report does do that. I would like to echo some of  the things that Nicolas 
just said. I think there are a wide range of  experiences across countries. As countries 
change from one to the other, it must be the case that the conflicting arguments—
about whether you should have a consolidated central bank as supervisor or separate 
[functions]—those arguments must be relatively well balanced, because we saw bad 
outcomes and good outcomes in both cases around the world. 

 There was a tendency to have a consolidated supervisory agency outside the central 
bank, and the United Kingdom went that way. It didn’t seem to help them in the 
crisis. It seems to me that the actual lesson of  the crisis is simply things that no 
one was looking for.  That was the problem. It’s not clear [that] reshuffling the 
deck chairs, as Ted says, is the solution to that problem. I think the solution is 
just learning from what we have experienced. Just a couple quick points. I think 
although the Fed may not have supervised well, I don’t see any evidence that the 
Office of  the Comptroller of  the Currency did any better. I do think that if  this 
causes the Fed to be audited by Congress that would be disastrous. 

Steve Weisman: Because? 

Joseph Gagnon: Because Congress is not going to be able to run monetary policy. They’d set up the 
Fed precisely for that reason, and to get them back involved in it is—

Edwin (Ted) Truman: I don’t want to interrupt you—

Steve Weisman: Go ahead Ted.

Edwin (Ted) Truman: This is not a question of  auditing the Federal Reserve by Congress. The issue is 
auditing the Federal Reserve by the Government Accountability Office [GAO]. The 
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Congress has total and complete authority to do whatever it wants over the Federal 
Reserve. And because it’s the Congress, they can rewrite the Federal Reserve Act. 

 So the issue is not accountability to the Congress and the American people— or 
even transparency—it is whether the GAO should audit the Federal Reserve. And 
in that way, Congress can indirectly bring influence on the Federal Reserve and its 
monetary policy decisions on both sides. 

Steve Weisman: But you do agree, Ted that authorizing the GAO to audit the Fed is not a good 
idea? 

Edwin (Ted) Truman: I think it would not [be a] disadvantage because policymakers operate in a world of  
uncertainty. And in a world of  uncertainty the policymakers will hesitate when they 
know that in a very short period of  time—before all the results are in—they will be 
subject to a 400-page report on whether they did the right thing or not. And that 
will cause them to be more cautious, and as a result they will raise interest rates too 
late and lower the interest rates too late. Part of  the aspect has to do with dealing 
with the discount window. And as a result, the banks will be more hesitant to come 
to the discount window, and you’ll have more economic and financial volatility in 
the economy rather than less. 

Steve Weisman: Go ahead, Joe. 

Joseph Gagnon: There is a huge difference here. Of  course the Fed is under the control of  
Congress—and both Houses of  Congress and, with the president’s approval, they 
can change the Fed however they want. But any member of  Congress can request 
a GAO audit and so that is a different animal. And it’s important to recognize that.  
And it will bring out the internal debate of  the Fed in a public way that will harm 
the decision-making process, I think. So I think it would be pretty bad. Let me say 
two quick points. 

Steve Weisman: Sure. 

Joseph Gagnon: One, I think the important point of  the Pew report is exactly right: The key is to 
think about risks that we hadn’t thought about before and to organize a system 
better to deal with that—absolutely. 

 The other point—if  we were to get into the details of  how things are set up—it 
seems to me that we need to line up incentives well. We haven’t talked about lender 
of  last resort here, but it seems to me that whoever is the lender of  last resort—to 
specific institutions in trouble—should probably be the same agency that insures 
them and supervises them, to align all the incentives correctly. 

 And similarly, that need not be the Fed. But it seems to me it almost certainly has to 
be the Fed for lender of  last resort to markets more broadly. That does say that the 
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Fed needs to continue to have a huge presence in the markets, as it does now, and 
it could still have. It’s  not a supervision issue; it’s an actual market presence issue. 
They deal in the markets as part of  monetary policy; that’s important. And also, 
perhaps the Fed needs more explicit acknowledgment of  its role and its payment 
system supervisor, which is not really quantified as well as it should be. 

Steve Weisman: Go ahead, Ted Truman. 

Edwin (Ted) Truman: There is this sort of  Pew solution: Throw the Federal Reserve out of  its supervisory 
[role] in a regulatory process. And then there is: Get the Federal Reserve completely 
out of  it, which appears to be Senator Dodd’s solution. They should have no role 
whatsoever—

Steve Weisman: No role in what? 

Edwin (Ted) Truman: In banking supervision or regulation from top to bottom. I mean, that’s the extreme 
solution. I haven’t read the Dodd bill, but extreme solutions say in fact, the central 
bank should have no role in the ECB version.  The [European Central Bank] other 
than moral suasion—has no role in banking supervision at all. And the Pew solution 
is far from that. It changes the current structure. By taking the Federal Reserve 
out of  microsupervision and regulation as microprudential regulation, it actually 
threatens the Federal structure of  the Federal Reserve system. 

Steve Weisman: How? 

Edwin (Ted) Truman: Because that’s what the reserve banks do. And if  you don’t have reserve banks 
doing supervision—sending their examiners out to the banks, the national bank, 
the state-chartered member banks in their districts—there’s no reason to have  all 
Federal Reserve districts. The Federal Reserve becomes—it’s all about monetary 
policy, it’s a marble palace on Constitution Avenue and the monetary policy debates 
about the Federal Reserve will be much more focused on it. It will get a lot more 
attention on the monetary policy, and the people who favor either high interest rates 
or low interest rates, will focus just on that aspect. And there will be no broader 
political sources or political support for the Federal Reserve System in our very 
large and complex economic and financial system. 

Steve Weisman: Morris, talk more about the Dodd bill than the Pew proposal. Address—if  you 
would—Joe’s point that the lender of  last resort has to be involved in supervision. 
Has that worked out adequately in the legislation you’re looking at?  

Morris Goldstein: First of  all, let me say, the Dodd bill does exist. I read it; it’s 1,100 pages plus. So, 
it’s a weighty document. And it would create also a national financial regulator for 
microprudential activities that would not be the Fed. 
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Steve Weisman: Who is the lender of  last resort? 

Morris Goldstein: The Fed would still be the lender of  last resort in the Dodd bill I believe, as it is 
in Pew. Ted is right that in the Pew framework, the Fed is hardly excluded. We 
have a Federal Oversight Council, where all the major players and people who are 
regulating now are representative, and the Fed would have a prominent place there. 
The real question is: Who is going to be the supervisor of  individual institutions, 
including large and complex financial institutions? [For] many of  which the Fed now 
is the primary supervisor. And that would not be the case under the Pew design. 
That is, all those activities would be folded. That is, all the individual regulatory 
bodies that are now doing that microprudential would be folded into one. The 
FDIC [Federal Deposit Insurance Corporation] for example, would no longer be 
doing the microprudential, but it would retain its role as a resolution authority and 
running a deposit insurance fund for depository institutions. 

Steve Weisman: A resolution authority?

Morris Goldstein: For failing banks. Ted also mentioned some arithmetic there, but I think one ought 
to get that right. We  do suggest this new coordinating council but in the sense 
that [it] replaces the President’s Working Group. There are proposals from the 
administration to create a new consumer financial protection agency. Yes, what 
now is scattered among many different agencies—they too would be consolidated. 
But I think where you’re really getting the important consolidation is where you 
have many agencies doing essentially the same thing. And that has ended in the Pew 
proposal of  getting the national financial regulator to do that. Again, I think with 
the lender of  last resort, a key question is information. They are going to be making 
loans. Do they have the requisite information? I think you can set up a framework 
where they get that information and where we can approve on that coordination. 
We also need somebody to be responsible for monitoring systemic risk, and that is 
why we suggested this oversight council. But in all of  that, the Fed would be a very 
active and major player. It just would not be the supervisor of  the individual banks. 
And I think that’s quite consistent with them still having a helpful role to play in 
regulation but less so than they do now. 

Edwin (Ted) Truman: But, in the Dodd bill, does the equivalent for the National Financial Regulatory 
Agency have as strong a role as you have assigned it in the Pew? I mean, you actually 
give the Federal Reserve more initiative for systemic issues. In your proposal, [and] 
the administration proposals, the Federal Reserve can do things on a systemic basis 
but only to a subset of  institutions (the largest set of  institutions.) One reading 
of  your proposal is, in terms of  sort of  structural questions, how the system 
operates—threats to the system.….My question really is whether Dodd gives the 
Federal Reserve that quite large, though not exclusive, role in the systemic case.
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Morris Goldstein: I think that the major distinction is: We give a larger role to macroprudential 
supervision in general. 

Edwin (Ted) Truman: To the Fed?

Morris Goldstein: To the Federal Oversight Council and the Fed, as a leading player in that. So we’re 
talking about changing things, beside the interest rate, in a countercyclical way 
to prick asset price bubbles before they get too large. So when people see credit 
expanding too much—house prices, equity prices—recommendations can be made. 
The Fed would be the agency that would be primarily responsible for setting out 
that framework, how you do that, what the links are between the instruments. 

 But they would make their proposal to the oversight council. The oversight 
council would then discuss it and agree. And then if  it was agreed, it would be 
implemented—including by the agencies who had direct responsibility for 
implementing [it], ,like the International Financial Regulator. But the Dodd bill 
does not put as much stress on macroprudential and it does not put as much stress 
on the Fed as making recommendations on those macroprudential measures. So I 
think that’s the difference.

Steve Weisman: Joseph—

Joseph Gagnon: If  I could just push a little bit on the lender of  last resort. There are two points. 
One is, you might think it’s fine—if  the Fed is going to be in the position of  being 
the one who has to lend to a large bank that’s in risk of  failing—it’s one thing to 
say, “Well, they’re going to have access to every memo that was ever written on that 
institution and all the data on that institution at the regulator.” But that is still not 
the sum total of  knowledge that the regulator has. There is knowledge—maybe not 
necessarily even on paper—that people have from being in the institutions. The Fed 
will not have that.  

 Now, maybe that’s not critical, but I think it’s something that’s not trivial. But also, 
even if  the Fed did [have] every piece of  information—both the human and capital 
unwritten knowledge, as well as the written knowledge about these institutions—
the incentives are just not right. I mean, if  the national regulator was supposed to 
make sure this institution was in good health, it should be the one that should deal 
with the consequences if  it’s not. Why should that be dumped on the Fed?

Edwin (Ted) Truman: So an example of  just what Joe said is the Canadian system. In the early eighties the 
Canadian system had the central bank completely outside of  regulation, but it had 
the lender of  last resort responsibility. And in that period— it didn’t have a lot of  
banks in Canada—two banks were failing. And the supervisor came to the central 
bank and said, “Lend to them. We think these banks are sound. Lend to them.” 

 They ended up failing. And as a result of  that—although much of  the legal 
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structure has been changed—the integration actually of  the Bank of  Canada with 
the supervisory agency is much increased. So the Bank of  Canada is thoroughly 
involved now, in the day-to-day supervision of  all banks in Canada. I mean, it’s done 
under the overall supervisory agency—and I can’t remember exactly what its title 
is—but the Bank of  Canada is fully involved in that process. That would be one 
way of  doing that. I mean, you could have a financial regulatory agency in which 
you had the Federal Reserve, supervising—it’s a question of  supervising rather than 
regulation, but supervising and examining approximately one-third of  the banks 
that it does today in terms of  total numbers. I think the other problem is what 
you actually mean by regulation. Now, I think that capital, liquidity, there’s a third 
one—

Morris Goldstein: Leverage.

Edwin (Ted) Truman: Leverage and liquidity. That’s currently done by the three agencies. The rules are all 
the same—for the FDIC and the Federal Reserve and the OCC—for the banks. So 
does that mean our proposition is that those rules are weaker now, because there’re 
three agencies? Then they would be if  there was one possible? But I’m not sure 
anyone can really demonstrate it.

Steve Weisman: Nicholas.

Nicolas Véron: I think another lesson from the European experience—and perhaps in this case, 
specifically the United Kingdom or also Germany for that matter—is that it’s 
not only a question of  whether you separate the central banks from financial 
supervision. It’s also a question of  how you design the financial supervisor. And 
here I agree that lender of  last resort function—as Joe mentioned—is a key 
consideration: Other considerations are at stake. One argument is often made, that 
the FSA [Financial Services Authority in the United Kingdom] failed, and it was a 
quintessential example of  this sort of  separation. But the FSA was actually pushing 
it one or perhaps several steps further, because the FSA was also created by the 
Blair government in 1997-1998, when Gordon Brown was secretary of  the Treasury 
or Treasury minister.

 The FSA was created with powers encompassing also what the SEC [Securities and 
Exchange Commission] does in the United States—and the CFTC [Commodities 
Futures Trading Commission]. So it also had authority about securities markets and 
market conduct and that sort of  thing. So it had this sprawling regulatory empire 
and this arguably was a big reason for its failings, even so as we all outlined in this 
conversation. There is no model that completely rules out supervisory failures. So 
my point here would be to say that supervisors who would be focused on prudential 
supervision—more than the FSA has been in the United Kingdom, a bit like what 
exists in Australia or the Netherlands—could be something that would improve the 
situation from the current US one.
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Steve Weisman: Let me conclude by coming back to Morris and asking you: Do you ever worry 
that—after we all agreed that the current system has failed—that what’s going to 
replace it will be even worse, because it’s too splintered among too many entities 
and after all, entering into an unknown environment?

Morris Goldstein: I worry a little bit about it but not that much because this was a disastrous crisis. 
Regulation just fell down on the job in a really very big way. And therefore, I think 
the new structure has a very good chance of  improving what we’ve seen recently. So 
I’m optimistic on that since we can devise a new structure that’s going to be better 
than what we have.

Steve Weisman: On that note I thank you all. 


