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CRS Issue Statement on Banking Regulation

n light of the ongoing financial crisis, government regulation and oversight of the banking

industry may be akey concern for the 111" Congress. Economic problemsin sectors

associated with financial innovation may have revealed important gaps in banking regulation;
therefore, Congress may wish to consider reforming the regul atory architecture. The possibility of
systemic risk and the globalization of financial services may require grester coordination among
banking regulators and international regulatory bodies. Safety and soundness at the ingtitutional
level may require arethinking of the international Basel accords, but may also require revisiting
U.S. traditions such as the separation of banking and commerce, and the methods used to unwind
troubled ingtitutions. In light of the liquidity crunch, the ability of banks to access capital markets
to fund their lending activities could be examined. Finally, the increase in loan default rates may
lead to proposals for changing consumer protection laws, and other initiatives that govern banks

relationship with their communities.
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