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The Federal Reserve's Vice Chairman for Supervision, Michael Barr, hasin prepared remarks previewed the
likely contents of a sweeping bank capital restructure expected later thisyear. In a new insight, Director of

Financial Services Policy Thomas Kingsley walks through Barr’ s recommendations and explores what they
could mean for the banking industry.

Kingsley concludes:

While Barr’ s remarks were framed simply as policy recommendations made in an informal setting,
the banking industry should view thisaswhat it is: A soft launch preview of the new capital
framework to expect later this year that will feature an expansion in both the capital requirement
framework and the number of banksit will cover. What makes the Fed' s approach particularly
difficult to understand, however, isthe lack of evidence that there exists a problem that needs to be
solved. All 23 banks tested in the Fed’ s severe recession stress test scenario passed with flying
colors. If those banks don’'t present arisk, what is the new framework designed to address?
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