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Henderson, Did the Fed Cause the Housing Bubble?, WALL ST. J., Mar. 27, 2009, at A13,
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The Fed Didn't Cause the Housing Bubble, WALL ST. J., Mar. 19, 2009, at A15, available
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Board Of Governors Of The Federal Reserve System, Speech at the Annual Meeting of the
American Economic Association, Atlanta, Georgia, Monetary Policy and the Housing Bubble
.(Jan. 03, 2010) www .federa reserve.gov/newsevents/speech/bernanke20100103a.htm
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The Committee does not possess any formal supranational supervisory
authority. Its conclusions do not have, and were never intended to have,
legal force. Rather, it formulates broad supervisory standards and
guidelines and recommends statements of best practice in the
expectation that individual authorities will take stepsto implement them
through detailed arrangements — statutory or otherwise —which are best
suited to their own national systems.?
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Basel Committee on Banking Supervision, History of the Basel Committee and its 9
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Joint Notice of Proposed Rulemaking: Risk-Based Capital Guidelines; Capital Adequacy 11
Guidelines: Standardized Framework, 73 FED. REG. 43, 12 CFR Part 567 (2008), available
.at edocket.access.gpo.gov/2008/pdf/E8-16262.pdf
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BANKING ON BASEL: THE FUTURE OF INTERNATIONAL FINANCIAL REGULATION 54-64
.(2008)
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.Basel 1| Revised Framework, ch. 2, 3 (Supervisory Review Process; Market Discipline) 13
LAURENT BALTHAZAR, FROM BASEL 1 TO BASEL ;190-189 '»ya,12 w771 2°vY , Tarullox 14
3: THE INTEGRATION OF STATE-OF-THE-ART RISK MODELING IN BANKING REGULATION
204-205 (2006); ANDREAS BUSCH, BANKING REGULATION AND GLOBALIZATION 255

.(2009)
TECHNICAL COMMITTEE OF THE INTERNATIONAL ORGANIZATION OF SECURITIES 15
COMMISSIONS (IOSCO), UNREGULATED FINANCIAL MARKETS AND PRODUCTS —
.CONSULTATION REPORT (2009), www.iosco.org/library/pubdocs/pdf/| OSCOPD290. pdf
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Jones, Emerging problems with the Basel Capital Accord: Regulatory Capital Arbitrage
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Olivier De Brandt & Philipp Hartmann, Systemic Risk in Banking: A Survey, in FINANCIAL 20
CRISES, CONTAGION, AND THE LENDER OF LAST RESORT 249, 249-262 (Charles Goodhart
Franklin Allen & X7 MpaTan nyeIn Hw *25%3-1pn M7 .& Gerhard Illing eds., 2002)
Douglas Gale, Financial Contagion, in FINANCIAL CRISES, CONTAGION, AND THE LENDER
.OF LAST RESORT 397 (Charles Goodhart & Gerhard Illing eds., 2002)

Hyman P. Minsky, The Financial Instability Hypothesis (Jerome Levy Econ. Inst. of Bard 21
Coll., Working Paper No. 74, 1992), available at www.levy.org/pubs/wp74.pdf; HYMAN P.
.MINSKY, STABILIZING AN UNSTABLE ECONOMY (1986)

“[...]Over periods of :8 'nya ,aw ,Instability Hypothesis 2 711330 X 70 9X°D *porn 22
prolonged prosperity, the economy transits from financial relations that make for a stable
system to financial relations that make for an unstable system. In particular, over a
protracted period of good times, capitalist economies tend to move from a financial
structure dominated by hedge finance units to a structure in which there is large weight to
.units engaged in speculative and Ponzi finance’
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The Outsourcing of Financial Regulation to Risk Models and the Global Financial
.Crisis, 84 WASH. L. Rev. 127 (2009)

“[R]egulated financial intermediaries cannot maximize their value to the :ypor7x 70 24
overal economy if they are forced to operate at unreasonably high levels of soundness.
Nor should we require individual banks to hold capital in amounts sufficient to protect
fully against rare systemic events, which, in any event, may render standard probability
evaluation moot. The management of systemic risk is properly the job of the central banks.
Individual banks should not be required to hold capital against the possibility of overall
financial breskdown”. Alan Greenspan, The Role of Capital in Optimal Banking
Supervision and Regulation, 4 FED. RES. BANK N.Y. ECON. PoL’Y Rev. 163, 167 (1998),
.available at www.newyorkfed.org/research/epr/98v04n3/9810gree.pdf

“[...] adding more and more layers of arbitrary regulation would be :Jwnn X¥1 25
counterproductive. We should, rather, look for ways to harness market tools and
market-like incentives whenever possible, by using banks' own policies, behaviors and
technologies in improving the supervisory process [...] [T]he Basle standard and the bank
examination process, even if structured in optimal fashion, are a second line of support for
bank soundness. Supervision and regulation can never be a substitute for a bank’s own
'y ,0w .interna scrutiny of its counterparties and for the market’s scrutiny of the bank”
.168-167
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