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Many a political pundit has tried to divine the agenda 

Governor Romney and Congressperson Ryan might 

implement if they win. The world of finance is very 

nuanced and complex; hence, equally important. 

Americans and the world should also be asking ourselves 

what will happen to global financial sector reform if 

President Obama and Vice President Biden were to be re-

elected, since the world’s regulatory eyes are on the path 

that the U.S. will take. 

During the first presidential debate, Governor Romney 

surprised listeners by giving a brief cameo to the Wall 

Street Reform and Consumer Protection Act, known 

popularly or infamously – depending on your political 

view – as Dodd-Frank. 

Governor Romney stated that Dodd-Frank, passed 

under President Obama the summer of 2010, was “the 

biggest kiss that’s been given to…New York banks I’ve 

ever seen.” Governor Romney is right about some of his 

biggest campaign donors, only if he meant that it was 

like kissing through an old screen door. Being designated 

a Title I bank, a Too Big to Fail one, carries with it higher 

capital, leverage, liquidity and disclosure requirements, 

along with having to write living wills to assist in an 

orderly liquidation in case a bank fails. Additionally, the 

newly created Financial Stability Oversight Council, with 

a  two-thirds majority vote, could break up banks and 
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other financial institutions that pose a systemic threat to 

the U.S. financial sector. Moreover, unlike what is often 

insinuated or bluntly stated by Dodd-Frank opponents, 

Title II bans taxpayer bailouts, it does not cement them.

Even before Dodd-Frank was passed as a law, there were 

numerous politicians, lobbyists, and analysts from every 

part of the political spectrum who critiqued the bill. Their 

concerns centered principally on points such as:

• Should we pass a financial reform bill when 
we are still in crisis and more study should be 
undertaken to ascertain the causes of the crisis?

• Why should there be laws for proprietary 
trading, hedge funds, insurance, private equity, 
small banks, etc, since they were not the source 
of the crisis?

• Will derivatives regulations hurt end-users, such 
as those in the commodities sector, and hence 
impact the economy at large?

• How can this be a financial reform act without 
including behemoths, also known to some as the 
evil twins, Freddie Mac and Fannie Mae?

• Will this law create increased bureaucracy 
and added compliance costs for all financial 
institutions, especially the small ones?

• Is Dodd-Frank too weak and truly unable to 
reform Wall Street?
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As we have come closer to Nov. 6, the above concerns 

from both parties about Dodd-Frank’s future have 

reached a shrill, feverish pitch. Democrats are not sure 

whether Governor Romney really will repeal all of Dodd-

Frank as he has occasionally threatened, or will he 

remove or weaken considerably key components such 

as the Volcker Rule, over-the-counter (OTC) derivatives 

reform, and especially the Consumer Protection Finance 

Bureau. 

Even if Governor Romney may come to realize that 

expending energy on trying to break down Dodd-Frank 

may not be a wise political choice lest he be seen siding 

with Wall Street, rather than helping the middle class 

survive, a Republican controlled congress can stall 

funding for the SEC and CFTC to keep them necessary 

staff and to delay even further the rule writing process. 

Also, financial institutions and corporations have 

spent millions of dollars preparing for Dodd-Frank, any 

changes unless very carefully orchestrated and clearly 

explained could inject uncertainty after these market 

participants have been clamoring for certainty about 

Dodd-Frank and its regulations. Unsurprisingly, as of 

late, financial lobbies have released numerous studies 

in the last few months arguing that Dodd-Frank will 

stifle the growth of the entire financial sector and hence 

the economy. Never mind that anemic U.S. growth 

compounded with a lot of Europe in recession and a 

slowdown in the growth of most key emerging markets 

growth levels is impacting the U.S. economy and 

financial institutions.

If President Obama were to be re-elected, polls all 

year have shown that the House is very likely to stay 

Republican. Even if the Senate remains Democratic, 

there is a strong chance that a Republican house would 

stall funding for the bank and federal regulators that 

depend on the federal purse, or that they introduce 

bills to change Dodd-Frank. Important to watch will be 

whether Professor Warren wins her election against 

current Senator Brown from Massachusetts; she would 

definitely be a leading voice in the sometimes weak 

financial regulatory movement within the Democratic 

Party. 

Some Democrats have been caving in to factions 

wanting to weaken Dodd-Frank; they have forgotten 

that they were instrumental in removing Glass-Steagall 

and not including Freddie Mac and Fannie Mae as 

entities that seriously need to be reformed. Given that 

President Obama already focused on financial and 

healthcare reform in his first term, it is questionable 

whether financial sector reform would be a focus in his 

second term, given that many of his supporters feel 

that he has not focused on immigration reform, energy 

sector expansion, and marriage equality, not to mention 

enough on creating jobs.

Irrespective of who wins, is it really possible to fulfill 

the major goal of Dodd-Frank to reform Wall Street and 

to have more centralized and better laws to protect 

consumers when both parties are financed to the 

cacophonous tune of about $175 million a year by 

financial interest groups[i]who mostly do not share 

these objectives? 

Both parties at the federal, state, and municipal level 

are so beholden to Mammon, that in many cases they 

have lost perspective of what they should be doing, 

reminding banks to be intermediaries of capital. Well 

managed banks and other financial institutions should 

be profitable for their shareholders, bondholders, and 

clients, to help grow the economy and to aid us in 

remaining competitive globally. 

However, high rewards should not come at a cost to 

taxpayers of billions of dollars that a few very badly 

managed financial institutions inflicted on Main Street 

USA and which unleashed a global contagion yet to be 

cured. Moreover, so long as there is a revolving door of 

former bankers going into bank regulatory agencies or 

the US Treasury or former regulators going into financial 

institutions, lobbies and law firms, reforming the US 

financial sector will be as slow moving as molasses in 

the winter. 

http://www.marketswiki.com/mwiki/Over-the-counter
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If we are lucky, the world will know by Nov. 7 who won the 

U.S. presidency, but the U.S. economy, not to mention 

Main Street will continue to lose until the appetite to 

reform the U.S. financial sector truly appears. Is Dodd-

Frank perfect? No, there are plenty of aspects for both 

Republicans and Democrats to critique. Yet, there are 

significant components in Dodd-Frank like capital 

requirements, OTC derivatives reform, the Financial 

Stability Oversight Council, the Liquidation Authority, and 

the Consumer Protection Finance Bureau, which are a 

significant improvement from the crisis. 

Unfortunately, many banks, especially behemoth ones 

have lost sight of what risk management really means: 

identifying, measuring, controlling, and monitoring 

country, economic, and all financial risks, such as credit, 

market, liquidity, operational, legal and reputational risks. 

Believing that government should not intervene ever in 

the financial sector and that banks can police themselves 

is tantamount to believing that unsupervised children will 

make healthy life style choices.

As human beings in all our laws, not just for the financial 

sector, we are programmed to solve yesterday’s crisis. 

It is almost impossible to predict from whence the next 

financial crisis will arise, and if we could, those parts of 

the financial sector that have not caused a crisis recently 

would balk at having preventative regulations. 

Unfortunately, time and again we have seen that 

numerous worldwide government crises begin in macro 

and fiscal imbalances or in the banking sector. It is critical 

that neither party stands in the way of continuing to write 

the Dodd-Frank rules. We live in a country where there 

are plenty of round tables and other forums for all parts 

of the market, from an individual to the banks and other 

financial institutions, to give their views to the legislators 

and to every kind of regulator. Market participants have 

had since 2009 to have their voice heard. 

Governor Romney arguing that Dodd-Frank, along with 

Obamacare and state lands oil drilling regulations, will 

be all be ‘repealed on Day 1,’ is not only a tad ambitious, 

but without proposing any alternative, is an example 

of a candidate who does not understand that injecting 

uncertainty in this current economic and financial 

environment is not a solution. Equally, Democrats have to 

remember that their priority should be having strong and 

healthy consumers and banks, not just getting re-elected.
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