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Financial Stability Board (FSB), 250
Bank holding companies (BHCs):
capital requirements, 155
deposit caps, 190
Dodd-Frank Act provisions, 46
proprietary trading by, 133
SCAP analysis of, 97-98
stress tests for, 108-117
trust preferred securities (TruPSs), 161,
176
Bank Holding Company Act of 1956
(BHC), 190, 199, 364
Bank holiday, 15
Banking Act of 1933, 15. See also
Glass-Steagall Act
Glass-Steagall provisions, 2
money market funds and, 3
regulatory approach, 2
risky behavior constraints jn, 16-18
shadow banking sysremand, 3
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Claw-backs:
compensation and, 496, 498, 501
repurchase agreements (repos) and,
346
Clearing banks:
Bear Stearns as, 25
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Commercial mortgage-backed securities
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design of, 496
direct regulation of, 507-508
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risk incentives and, 500
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shareholders interest and, 499-500
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government guarantees and, 438-439
Congestion tax, 137
Congressional Budget Office (CBO), 434,
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financial crisis of 2007 to 2009 and, 75
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financial literacy of, 73-74
misregulation and, 81-82
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Contingent capital, 153, 162-163. See also
Reverse contingent convertible (CoCo)
bonds
complementing with other measures,
167
Dodd-Frank Act and, 165-168
effectiveness of, 167-1€¢
enhanced capital notes; 163-164
evaluation, 168-174
injection, 169-173. 174-175
limitations ¢n, 155-166
purpose at, 152, 165-166
specific groposals, 170-171
tail-mick-and, 166
rax.deductibility of, 168
wiggers, 168-169
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Contingent capital insurance, 138, 169, 173,
175
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171
based on risk-weighted asset value, 171

Contract law, compensation and, 508

Cooley, Thomas, 184, 447, 475

Corporate bonds:

American International Group (AIG) and,
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market risk, 463
Corporate control, 31-32
Corporate governance, compensation and,
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Corporate living wills. See Living wills

Corporate scandals, 190-191

Council of Regulators, 47, 181

Countercyclical capital adequacy standards,
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Countercyclical measures, 129
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in collateral arrangements, 386, 388
qualified financial contracts (QFCs) and,
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clearinghouses and, 398-402
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containment of, 218
credit default swaps (CDSs), 383-384
effects of, 216
government-sponsored enterprises (GSEs)
and, 437
hedge funds and, 352
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221-222
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orderly liquidation authority (OLA) and,
221-222,237
Covitz, Daniel, 448
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American International Group “ATG) and,

216,255, 281-283, 285
Bear Stearns and, 25-26
capital rules and, 149--150
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counterparty risk and, 216, 383-384
credit ratings and, 447
insurance companies and, 248, 253, 255,
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premiums, 173
sovereign markets, 414-422
spreads of failing firms, 219
stress tests and, 111
subprime mortgage crisis and, 336
systemic risk measurement using data
from, 291-297
Credit derivatives, 257, 258
Credit markets, 31
Creditors, order of payment of, 224

Credit rating agencies (CRAs), 443-466
business models for, 449, 463-465
circumvention of, 458
conflicts of interest in, 448-450, 452,
455-461

credit rating language, 455

default risk and, 461-462

defined, 443

financial crisis of 2007 to 2009 and, 443

implementation issues, 458

international proposals, 458-459

“investor pays” model, 459, 464

“issuer pays” model, 443-444, 452, 456,
457,459, 460, 464

legal liability of, 458

liability standards, 455-15¢

liquidity/funding risl< and, 462

market risk and, 462-463

model risk and;161-462

oversight of, 452-455

profit margins and, 450

public inicrest and, 451-452

ratings accuracy, 458, 463

ravings inflation, 465
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ratings quality, 451-452

ratings shopping and, 449

ratings uniformity and, 458

regulation of, 31

regulatory arbitrage and, 447-448, 464

regulatory dependence on ratings,
446-448
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risk components and, 461-463

subprime mortgage crisis and, 444-451
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CrisisMES, 102
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Data Center, Office of Financial Research,
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Death spiral, 172, 173

Debit cards, 77-78, 82
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Debt financing, 145, 157
Debt market, U.S., 334
Debtor-in-possession (DIP) lenders, 234
Debt-to-equity conversion
with double trigger, 170, 171, 172
progressive, 166-167
Debt-to-equity ratios, 46, 155
Default risk, credit rating agencies and,
461-462
Deferred acquisition costs, for insurance
policies, 271
Deferred cash compensation, 496, 501,
502-503
De Jonghe, Olivier, 95, 195, 196, 200
Delivery versus payment (DVP) settlement
method, 329-330
Dell’Ariccia, Giovanni, 473
Delong, Gayle, 195
Demand deposit interest, 17
De minimis investment requirement, 374
Deposit insurance:
Banking Act of 1933 and, 15
below-market-rate, 219
establishment of, 17
guarantee funds vs., 246
large, complex financial institutions and, 3
limits, 17
pricing of, 9
for repurchase agreements (repos), 344
too-big-to-fail institutions and, 219-220
Depository institutions:
failure of, 220
FDIC takeover of, 229
too-big-to fail, 219-220
Depository Trust & Clearing Corporation
(DTCC), 26, 97, 403, 416, 418, 425
Deregulation:
of banks, 182
corporate scandals and, 190-191
financial institution failure and, 190-191
of large, complex financial institutions
(LCFIs), 182, 190
Derivatives:
bankruptcy exemptions, 27-28
central clearing of, 6
leverage embedded in, 512, 519-520
overhaul of, 8
regulation of, 206
regulatory loopholes and, 517

Deutsche Bank, 283, 336, 387
DeYoung, Robert, 195, 196, 200
Dinallo, Eric, 279
Dingell, John, 265, 266
Discount windows, 61, 67-68, 315-316
Discretionary triggers, 169
Dissolution insurance fund, 47
Diversification, systemic risk and, 194-195
Dlugosz, Jennifer, 450
Dodd, Christopher, 181, 369, 374
Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010:
announcement of, 181
background of, 2-6
Basel III and, 150-162
breakup of large, complcx financial
institutions under, 127-198
capital guidelines, 14+
central bank roic.under, 63-69
compensation asd, 497-499, 503-505
contingent capital requirements, 165-168
costs 01,218
credi taiing agencies and, 444, 453-456,
459, 459, 460-465
“ebt-to-equity ratios, 155
Durban amendment, 77-78
economic theory of regulation and, 6-12
emergency lending powers of Federal
Reserve and, 221
evaluation of, 94-99, 207-210
failures of, 8-12
Federal Reserve System and, 51, 57,
63-70
financial crisis of 2007 to 2009 and,
21-28, 75-78
financial reforms of 1930s and, 13-21
flexibility in, 28
global finance and, 402-405
government guarantees and, 218-219
Grayson-Paul amendment, 57
hedge funds and, 204-205, 358-360, 362
highlights of act, 5-6
insurance companies and, 242, 247-249,
248
international perspective, 206-207
laissez-faire approach of, 39
large, complex financial institutions
(LCFIs) and, 207-210
legislation, 45-48
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220-231

overview, 1-32

passage of, 1

private equity funds and, 204-205

prohibitions in, 199

proprietary trading and, 199-204
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