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July 7, 2025
Andrew Bailey
Chair

Financial Stability Board
Centralbahnplatz 2 CH-4002
Basel, Switzerland

Dear Chair Bailey:

I write with concern regarding the Financial Stability Board’s (“FSB”) recent appointment of
Randal Quarles, President Trump’s first Federal Reserve Vice Chair for Supervision, to lead a
strategic review of post-2008 financial crisis reforms.! Mr. Quarles spent his tenure as a top
financial regulator in the United States weakening safeguards for megabanks at the expense of
financial stability and the American public. Our country suffered the consequences of his
deregulatory efforts just a few years after his tenure ended, as we experienced the second, third,
and fourth largest bank failures in U.S. history in 2023 — banks that Mr. Quarles deregulated.” It
would be deeply troubling if this FSB review became a mechanism to coordinate the easing of
post-2008 rules across the globe. Given that this appointment was made in the weeks prior to the
beginning of your term as FSB Chair, I ask that you consider terminating the appointment and
conduct your own search for a suitable replacement. Specifically, I ask that you identify a
candidate with a strong track record of fighting for a more stable global financial system that
meets the needs of households and small businesses in our respective economies.

The FSB was created to promote international financial stability by identifying vulnerabilities
that pose risks to the global financial system, coordinating among national financial authorities,
and developing and promoting the implementation of regulatory, supervisory, and other policies
to address those risks.® One key responsibility of the FSB is monitoring the implementation and
effectiveness of the G20’s post-2008 financial crisis reforms.* This work helps ensure member

'Financial Stability Board, “FSB appoints Randal K. Quarles to lead G20 strategic review of implementation

monitoring,” press release, June 9, 2025, https:/www.fsb.org/2025/06/fsb-appoints-randal-k-quarles-to-lead-

g20-strategic-review-of-implementation-monitoring/.
*New York Times, “3 Failed Banks This Year Were Bigger Than 25 That Crumbled in 2008,” Karl Russell and

Christine Zhang, May 1, 2023, https://www.nytimes.com/interactive/2023/business/bank-failures-svb-first-republic-
signature.html?smid=url-share.

* Financial Stability Board, “About the FSB,” https://www.fsb.org/about/.

* Financial Stability Board, “FSB appoints Randal K. Quarles to lead G20 strategic review of implementation

monitoring,” press release, June 9, 2025, https:/www.fsb.org/2025/06/fsb-appoints-randal-k-quarles-to-lead-
220-strategic-review-of-implementation-monitoring/.




countries are making progress in implementing agreed upon financial reforms. It can also
identify potential weaknesses where further action is needed to mitigate risks and future crises.

The FSB is placing a greater focus on “promoting and monitoring implementation,” with many
key reforms developed or nearing completion.’ Given the important role the FSB plays in
safeguarding international financial stability, it is critical that FSB takes careful consideration in
leadership appointments. On June 9, Mr. Quarles was appointed to lead a review “assess[ing] the
effectiveness of the monitoring of post-global financial crisis regulatory reforms and
identify[ing] areas where the FSB can make improvements in the tools it uses to encourage the
consistent, global implementation of agreed reforms.” Mr. Quarles’s background demonstrates
that he is the wrong person to lead such a review, unless the FSB seeks to ease rules and shift its
focus away from promoting the stability of the global financial system.

As Vice Chair for Supervision at the Fed, Mr. Quarles implemented a series of deregulatory
policies that significantly weakened financial safeguards put in place after the 2008 financial
crisis. In addition to generally reducing the resiliency of the U.S. financial system, some of these
policies directly contributed to the failure of Silicon Valley Bank (“SVB”), the second largest
bank failure in U.S. history.” SVB’s failure triggered severe turmoil in the U.S. banking system
in spring 2023 and required extraordinary government backstops to prevent a full blown
financial crisis.

In 2017, a month after taking office, Mr. Quarles announced at a conference of big banks that
“changing the tenor of supervision [would] probably actually be the biggest part of what it is that
[he would do].””® In September 2018, the Fed released a joint notice which stated that
“supervisory guidance” could not be used unless there was a specific law or regulation that the
activities violated, essentially tying the hands of supervisors.” Mr. Quarles then went on a
nationwide tour to meet with regional bank examiners and ask them “to adopt a less-aggressive
tone when flagging risky practices and pressing firms to change their behavior.”'* These steps
undermined supervisors and invited the banks to take on greater risk.

Mr. Quarles also supported and was a key implementor of the Economic Growth, Regulatory
Relief, and Consumer Protection Act (“EGRRCPA”). This bill gave the Fed the discretion to
apply enhanced regulatory standards to banks with assets between $100 billion and $250 billion,
including stronger requirements for capital, liquidity, stress testing, and resolution plans."

°Id.

¢ Financial Stability Board, “FSB appoints Randal K. Quarles to lead G20 strategic review of implementation
monitoring,” June 9, 2025, https:/www.fsb.org/2025/06/fsb-appoints-randal-k-quarles-to-lead-g20-strategic-review-
of-implementation-monitoring/.
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’Los Angeles Tlmes “How Trump’s frenzy of deregulatlon kllled Slhcon Valley Bank,” Michael Hiltzik, March 30,
2023, https://www.latimes.com/business/story/2023-03-30/how-trumps-frenzy-of-deregulation-killed-silicon-valley-
bank.
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EGRRCPA “was designed to ensure that lenders with between $50 billion and $250 billion in
assets — then covering about two dozen of the country’s largest banks, including SVB — no
longer faced a range of strict rules that apply to their bigger counterparts.”'> Under the law, Mr.
Quarles had discretion to apply these rules to banks with between $100 billion and $250 billion
in assets. He and other Trump-installed regulators refused to do so. In its post-mortem review of
SVB’s collapse, the Fed stated that if SVB had been subject to the previous capital and liquidity
requirements, the bank “may have more proactively managed its liquidity and capital positions or
maintained a different balance sheet composition.”" It also found that its implementation of
EGRRCPA and the shift in its supervisory rigor “impeded effective supervision by reducing
standards, increasing complexity, and promoting a less assertive supervisory approach.”"

In addition, Mr. Quarles led the rollback of the Volcker Rule, a provision in the Dodd-Frank Act
that generally prohibited banks from making risky proprietary bets with customer deposits and
from investing in or sponsoring hedge funds or private equity funds." In two rules finalized in
2019 and 2020, the Fed amended the Volcker Rule regulation, loosening restrictions on
proprietary trading and bank investments in private funds, including allowing banks to invest in
venture funds.'® This allowed SVB, which had advocated for these changes," to increase the
bank’s investments in venture capital firms and sell its hedges on $15.26 billion of its available-
for-sale securities for short-term gains." This “opened the gaping hole of unrealized and
unhedged losses at SVB” and “caused the collapse and contagion that has required bailouts and
inflicted widespread pain across the U.S.”"” These changes have also allowed global systemically
important banks to take on more risk in global capital markets.

Moreover, Mr. Quarles has clearly not learned from his past mistakes, insisting that the Fed’s
loosening of bank regulations “had nothing to do” with the SVB collapse.” This comes despite
multiple post-mortem analyses finding that banking agencies’ weakening of bank regulations in
response to EGRRCPA was a key contributor to the 2023 bank failures.” In fact, the Federal
Reserve stated, “[t]he Board’s tailoring approach in response to EGRRCPA and a shift in the

2Politico, ““The Fed has mishandled this about 7 different ways’: SVB rescue sparks backlash,” Victoria Guida,
March 20, 2023, https://www.politico.com/news/2023/03/17/fed-svb-regulation-michael-barr-00087717.

" Federal Reserve System Board of Governors, “Review of the Federal Reserve’s Supervision and Regulation of
Silicon Valley Bank,” April 2023, pp. 1-13, https://www.federalreserve.gov/publications/files/svb-review-
20230428.pdf.

“d.

“New York Times, “ The Fed Wants to Loosen Rules Around Big Banks and Venture Capital,” Jeanne Smialek and

Emily Flitter, January 30, 2020, https:/www.nytimes.com/2020/01/30/business/economy/volcker-rule-banks-

venture-capital.html.
!¢ Federal Reserve System Board of Governors, “Financial regulators modify Volcker rule,” press release, June 25,

2020, https://www.federalreserve.gov/newsevents/pressreleases/bereg20200625a.htm.

"House Financial Services Committee, “Statement of SVB Financial Group on Examining the Impact of the
Volcker Rule on Markets, Businesses, Investors, and Job Creation,” January 18, 2012,
https:/financialservices.house.gov/uploadedfiles/hhrg-112-ba-wstate-svb-20120118.pdf.

'8 Better Markets, “FACT SHEET: Federal Reserve Deregulation Caused the Failure of Silicon Valley Bank and the
2023 Banking Crisis,” press release, March 27, 2023, https://bettermarkets.org/newsroom/fact-sheet-powell-led-
federal-reserve-deregulation-caused-the-failure-of-silicon-valley-bank-and-the-2023-banking-crisis/.
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stance of supervisory policy impeded effective supervision by reducing standards, increasing
complexity, and promoting a less assertive supervisory approach.”?

Mr. Quarles also implemented several changes to the supervisory stress testing framework, one
of the most important prudential regulatory tools following the 2008 financial crisis. Stress tests
are used to ensure that banks have sufficient capital buffers to handle a severe financial shock
and economic downturn.” In 2017, Mr. Quarles said he believed there was “a lack of
transparency” in the Fed's stress test processes, and that he would share more information with
the public.* However, giving banks more information about the Fed’s internal models and what
is contained in stress tests helps banks game the test. Additionally, under Quarles’s tenure, the
Fed eliminated the use of “qualitative objection” in stress tests, which allows regulators to limit
shareholder distributions if a firm’s capital planning process is insufficient.” He also finalized
changes to the Fed’s stress testing framework that reduced big bank capital levels by roughly
$100 billion.?

Given Mr. Quarles’s previous track record, we are concerned that his appointment to the FSB
signals that the board will be coordinating systematic deregulation in the coming years, putting
the international financial system at risk. Given these concerns, I ask that you please respond to
the following questions by July 21, 2025:

1. Will you consider terminating the appointment of Mr. Quarles to chair the G20 strategic
review of implementation work and conduct a search for an appropriate replacement?
a. If so, what type of qualities and past experience will you prioritize in the search
for a replacement?
b. If not, why not?

2. How did the FSB decide to appoint Mr. Quarles to chair the G20 strategic review of
implementation work? Please provide copies of emails, meeting minutes, and other
internal communications regarding the decision to appoint Mr. Quarles.

3. Was Mr. Quarles’s record implementing regulatory rollbacks that contributed to the
collapse of SVB taken into consideration in the decision to appoint him? If so, how? If
not, why not?

I Federal Reserve System Board of Governors, “Review of the Federal Reserve’s Supervision and Regulation of
Silicon Valley Bank,” April 28, 2023, pp. 1-13, https://www.federalreserve.gov/publications/files/svb-review-
20230428.pdf.
21d.
3 Center for American Progress, “Tailoring Banking Regulations to Accelerate the Next Crisis,” Gregg Gelzinis,
May 16, 2019, https://www.americanprogress.org/article/tailoring-banking-regulations-accelerate-next-crisis/.
#U.S. News and World Report, “Fed Nominee Quarles Calls for Regulatory Tweaks,” Andrew Soergel, July 27,
2017, https://www.usnews.com/news/articles/2017-07-27/fed-nominee-randal-quarles-calls-for-stress-test-tweaks
-in-confirmation-hearing.
» Federal Reserve System Board of Governors, “Federal Reserve Board announces it will limit the use of the
‘qualitative objection’ in its Comprehensive Capital Analysis and Review (CCAR) exercise, effective for the 2019
cycle,” press release, March 6, 2019,
https://www.federalreserve.gov/newsevents/pressreleases/bereg20190306b.htm.
% Federal Reserve System Board of Governors, “Statement by Governor Brainard,” press release, March 4, 2020,
https://www.federalreserve.gov/newsevents/pressreleases/brainard-statement-20200304a.htm.
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4. What are the FSB’s key priorities in conducting this review? Does the FSB see this
review as an opportunity to coordinate the easing of post-2008 financial safeguards?

5. Mr. Quarles presently runs a hedge fund, and the FSB has an active review underway on
the risks posed by nonbank financial intermediation. What concerns, if any, does FSB
have on the potential for conflicts of interest in Mr. Quarles’s appointment? If it does not
have any concerns, why not?

Sincerely,

bt o

ElizAbeth Warren

Ranking Member
Committee on Banking,
Housing, and Urban Affairs




