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 Good morning Chairman Crapo, Ranking Member Warner, and Members of 

the Subcommittee.  Thank you for the opportunity to testify today.  I serve as the 

Legal Director and Securities Specialist for Better Markets, a nonprofit, nonpartisan 

organization that promotes the public interest in the financial markets.   

We believe in capital formation as a means of generating economic growth 

and prosperity for all Americans.  However, deregulation is the wrong way to 

achieve these goals.  The bills at issue here today would actually undermine capital 

formation.  First, they would expose investors to a greater risk of loss, eroding the 

confidence that is essential for thriving capital markets.  Second, they would increase 

the likelihood of another financial crisis, which poses the single greatest threat to 

capital formation and economic growth.  

The 2008 financial crisis proves the point. It destroyed millions of jobs, 

triggered a tidal wave of home foreclosures, and wiped out the savings of countless 

American households.   The costs have been staggering, including $20 trillion dollars 

in lost GDP and untold human suffering.     

The lesson is clear: Without effective regulatory safeguards, our financial 

system is vulnerable to crisis, which can inflict widespread damage on our entire 

economy, including businesses of all sizes.   
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S. 1802 – Deregulation of Money Market Funds 

 Turning to the bills, S. 1802 would allow all money market funds to maintain 

a fixed net asset value.  This provision would repeal the SEC’s 2014 rule mandating 

that certain institutional money market funds adopt a floating NAV.  The bill is a 

step in the wrong direction. 

 We know from the financial crisis that money market funds are susceptible to 

runs.  When the Reserve Primary Fund broke the buck in September 2008, a run 

ensued that quickly spread to all prime money market funds and froze the credit 

markets.   The run subsided only after Treasury took the unprecedented step of 

guaranteeing the entire money market fund industry. 

Floating the NAV is necessary to help ensure that money market funds remain 

stable.  It reduces an investor’s incentive to withdraw from a fund at the first sign of 

stress; it promotes fairness; and it corrects the basic misconception that money 

market fund investments cannot lose value.  This reform should be allowed to take 

effect, not repealed.  

H.R. 4620 – Risk Retention exemption for commercial real estate loans  

H.R. 4620 would weaken the risk retention safeguards applicable to 

securitizations of commercial real estate loans.  This too is a step in the wrong 

direction. 
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The financial crisis again illustrates the point.  Before the crisis, the “originate 

to distribute” model became pervasive in the residential mortgage market.  A similar 

pattern took hold in the commercial real estate market, where underwriting standards 

sank to meet demand for loans that could be securitized.  When the crisis hit, the toll 

on these markets was huge.     

Risk retention requirements are among the most important reforms in this 

area.  They help protect investors and they inhibit the accumulation of systemic risk. 

H.R. 4620 would make two counterproductive changes in the risk retention 

rule.  First, it would create a blanket exemption for the securitization of a single 

commercial real estate loan or a group of related loans.   Second, it would dilute the 

criteria for qualified commercial real estate loans, which are also exempt from the 

risk retention requirement.  These changes will weaken important safeguards in a 

market prone to systemic risk. 

H.R. 3868 – Deregulation of Business Development Companies 

Finally, H.R. 3868 would undermine multiple safeguards that govern the 

operation of business development companies.   

Two provisions raise especially strong concerns.  One would allow BDCs to 

double their leverage.  This change would expose retail investors to additional risk 

of loss. Another provision would allow BDCs to invest greater amounts in financial 
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companies, thus diverting capital away from the businesses they were intended to 

assist.  These and other provisions in the bill are simply unwarranted.  

Conclusion 

In conclusion, I thank you again for the opportunity to appear at this hearing 

today, and I look forward to your questions.  


