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Hsu Reiterates Importance of Credit Risk Management, Diversity

Remarks today from Acting Comptroller Hsu break no new ground on credit risk management or
diversity, two topics discussed before a group of bank risk managers. Mr. Hsu again emphasizes
the importance of effective credit risk management, noting in particular that risk managers should
look to produce accurate risk identification and ratings, focus on concentrated portfolios and
vulnerable borrowers, and conduct stress tests and sensitivity analyses as interest rates and
inflation continue to change. His diversity comments reiterate that hiring diverse candidates and
promoting a culture of inclusion help leadership address blind spots and ensure effective risk
management.

Recent Files Available for Downloading

The following reports and analyses have been sent to retainer clients recently. Copies are also available to
retainer clients on the Archives section of Federal Financial Analytics’ website: www.fedfin.com or clients may
obtain the reports/analyses by e-mailing info@fedfin.com giving the requested item name, firm, and e-malil
address. To learn more about GSE Activity Reports, click here.

» GSE-120522: Making an important addition to the ongoing debate about Treasury-market liquidity, a
new paper from the Bank for International Settlements provides sobering data on agency MBS liquidity
with significant implications not only for secondary-market liquidity, but also primary-market stability.

» CRYPTO35: In the first Congressional review of crypto since the collapse of FTX, Senate Agriculture
leadership largely defended the bill they produced, S.4760.

» CONSUMERA44: Reviving what it calls “dormant” authority, the CFPB has finalized a proposed
“procedural rule” expressly reiterating its right to govern an array of nonbanks and establishing
procedures for making supervisory orders public.

» GSE-112122: As came out into the open last week, FSOC will finally turn to rewriting the Trump
era rewrite of the Obama Administration’s FSOC protocols regarding systemic financial institutions and
activities.

» FEINTECHS31: As promised, this report provides an in-depth analysis of Treasury’s report and resulting
recommendations to the President's Competition Council on the impact of new nonbank consumer-
finance entrants from a competition, consumer-protection, and financial-stability perspective.

> REFORMZ215: HFSC today largely focused bank regulators on the same range of questions
posed at yesterday’s Senate Banking session (see Client Report REFORM214).

» REFORMZ214: Attoday’s Senate Banking oversight hearing with the banking agencies, Chairman Brown
(D-OH) generally applauded the work of regulators, emphasizing the need for tough standards, like-kind
rules for bigtech companies, and an inquiry into why depositor interest rates lag Fed rate hikes along
lines posed earlier by Sen. Reed (D-RI); FDIC Acting Chairman Gruenberg concurred, criticizing banks
for sluggish rates.

» TMARKETS3: Building on our initial assessment, this report goes in-depth into the Treasury assessment
of the market for its obligations and reforms necessary to avert another dash for cash.
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» NBFI2: As promised, this FedFin report provides an in-depth analysis of the FSB’s latest policy
on nonbank financial intermediation.

» PAYMENT26: Although the Fed characterized its final payment-system access guidelines as
“transparent,” FedFin’s analysis and other assessments concluded that the Federal Reserve Banks
retained considerable discretion to pick and choose those granted master accounts and there would be
no ready way to identify which institutions had or lost this essential status for any provider of retail or
wholesale deposit-taking services or their equivalent.

» GSE-110822: In its latest blast on racial equity, the Treasury Department's Office of Economic Policy
has issued a blog post cataloguing racial disparities in residential-mortgage finance.

» SYSTEMIC94: As we noted Friday afternoon, the Federal Reserve then released its semi-
annual financial-stability report in an effort not only to comply with its protocols, but likely also to attract
as little attention as possible, with the release and even the report saying only as much about growing
risk as the Fed thinks is essential to preserve its credibility.

» GSE-110722: In its latest financial-stability report, the Fed is at pains to provide dozens of pages of
helpful data with the few systemic-risk conclusions the Board ventures couched in careful prose
designed to assure critics that the Fed knows well what’'s going on without expressing any views that
might suggest serious trouble looms or hint that any of what it surveys will alter the Fed’s course in terms
of monetary policy, regulatory actions, or systemic considerations.
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