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Financial Stability Oversight Council -- Purposes

 To identify risks to financial stability that could arise from the
material financial distress or failure, or ongoing activities, of
large, interconnected BHCs or nonbanks.

« To promote market discipline by eliminating expectations on
the part of shareholders, creditors and counterparties...that
the government will shield them from losses in the event of
failure.

* To respond to emerging threats to financial stability
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Financial Stability Oversight Council -- Duties

Information gathering and sharing

Recommending supervisory priorities/prudential standards
|dentifying gaps in regulation

|dentify nonbank Fls that may pose risks to the financial
system for supervision by FRB

Identify systemically important financial utilities and payment,
clearing and settlement activities

Reporting to Congress & testimony by Chair annually
Statements by voting members



Office of Financial Research

Supports both FSOC and Treasury Secretary
— Central administrative body supporting FSOC’s agenda

Data collection and analysis/data sharing
Chart packs

Legal entity identifiers

Conferences and research

Annual report



Committees and Work Groups

Deputies

Systemic Risk
— Institutions Subcommittee
— Markets Subcommittee

Designations of Nonbanks (SIFIs)

Designations of Financial Market Utilities (FMUs)
Heightened Prudential Standards

Orderly Liguidation and Resolution Plans

Data

Lawyers Group



Key Near-Term Deliverables

Volcker Rule NPR — comments due in Feb.
Nonbank Designations -- comments on 2"d NPR closed in Dec.

Financial Market Utility Designations — moving to “stage 2
evaluations”

Enhanced Prudential Standards — comments due in March

Orderly liquidation (e.g., enforcement of subsidiary contracts
In receivership)

Financial Data & analytics improvements



Financial Risk Discussion Topics

Europe

MMMFs

Housing/Housing Finance/Servicing
Repo Market Operations (esp. 3" Party)
MF Global



Table 1.1, Indebtedness and Leverage in Selected Advanced Economies"
(Percent of 2011 GDP except as noted)
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Where Should State Regulators Focus Attention?

 State FSOC representatives need mechanisms for gathering
Input and advice on systemic risks from a state perspective.

 In addition, we should ask ourselves what are the key risks,
“systemic” or not, that the state regulated and supervised
financial system faces?

 How would we, as state regulators, assess degree of
vulnerability, the potential for disruption and/or reputational
damage, develop possible policy responses?



State Financial Stability Task Force
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Significant Risks from a State Regulatory
Perspective

-~uture of community banks and banking
~uture of housing finance
Rapid evolution of consumer payments

Oversight of nonbank consumer financial
services

Resource constraints




