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The PRESIDING OFFICER. Without 

objection, it is so ordered. 
UNANIMOUS-CONSENT AGREEMENT—S. 3217 

Mr. BROWN of Ohio. Mr. President, I 
ask unanimous consent that any time 
spent in quorum calls on the motion to 
proceed to S. 3217 during today’s ses-
sion be divided equally between both 
sides. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BROWN of Ohio. I thank the 
Chair. 

f 

RECESS 

The PRESIDING OFFICER. Under 
the previous order, the Senate stands 
in recess until 2:15 p.m. 

Thereupon, the Senate, at 12:33 p.m., 
recessed until 2:15 p.m. and reassem-
bled when called to order by the Pre-
siding Officer (Mr. BEGICH). 

f 

RESTORING AMERICAN FINANCIAL 
STABILITY ACT OF 2010—MOTION 
TO PROCEED—Continued 

The PRESIDING OFFICER. The Sen-
ator from New Hampshire. 

Mr. GREGG. Mr. President, I wanted 
to rise to speak further about this fi-
nancial reform bill. Yesterday, I talked 
at some length about the problems I 
saw with the bill relative to section 106 
in the derivatives language. Today, I 
want to talk about things that are not 
in the bill that should have been in the 
bill. 

The reason I am rising to talk about 
this bill, which is a very complex bill, 
and intricate, is because we on our side 
feel very strongly that we should be in-
volved in the negotiations of a better 
bill. We are not asking that there be no 
bill; just the opposite. We are saying 
there is a lot in this bill that just plain 
needs to be improved. 

For example, in the area of too big to 
fail, we have to make absolutely sure, 
if a company is large and it gets into 
trouble and it overextends itself, that 
it fails; that the American taxpayer 
doesn’t come in and support that com-
pany in the financial sector, or any-
body else, as a matter of fact, such as 
the automobile sector. So that lan-
guage in the bill needs to be tightened 
up. It doesn’t accomplish that as effec-
tively as we think it should. 

The derivatives language has some 
serious problems. I talked yesterday 
about one of them, but there are a 
whole series of problems. The purpose 
of the derivatives part of this bill 
should be, No. 1, to reduce systemic 
risk and make sure that, prospectively, 
we do everything we can to make these 
instruments—which are critical to the 
ability of the economy to be liquid and 
produce credit—are as safe and as 
sound as possible, while at the same 
time making sure we do not overreact 
and create a situation where this mar-

ket—which is so crucial to manufactur-
ers across this country and especially 
to Main Street, which basically bene-
fits from the credit generated by de-
rivatives—doesn’t artificially contract 
due to excessive regulation, or that it 
doesn’t go overseas. So we lose the fact 
that we are today at the center of cap-
ital and credit. We want to be the best 
place in the world to create capital and 
to create credit, and we should have a 
bill that accomplishes that. 

I have been outlining concerns I have 
in the derivatives area—yesterday I 
talked about section 106—and I could 
highlight a number of other areas. For 
example, the immediacy with which 
derivatives are pushed from a clearing-
house into an exchange situation, 
which I don’t think will work under 
this bill. I think, basically, it would 
contract the market dramatically. 

But what I want to speak to specifi-
cally are the things left out of this bill 
that should be addressed in order to 
make sure we don’t have happen again 
what happened in September of 2008 
and on into the rest of that year, which 
was that tremendous trauma that our 
Nation went through and is just now 
coming out of—and for some people it 
is still a trauma because they don’t 
have a job, which is the worst trauma 
of all for somebody. That trauma was 
caused by some very distinct and spe-
cific events that occurred, and a lot of 
them were the responsibility of the 
Congress. 

If we want to look for who is the 
cause of the downturn and the crisis in 
the subprime market, we can look at 
ourselves in the mirror and say: We 
are, to a large degree. Easy money was 
also a problem. But I think right at the 
center of the problem was the collapse 
of underwriting standards in this coun-
try. 

It used to be, up through the 1990s, 
you couldn’t get a loan for much more 
than 85 percent of the value of the 
home. You had to put some money 
down, and you had to be able to show 
to the person who was lending you the 
money—the mortgagor—that you could 
pay the money back. Well, we went 
into this huge expansion in lending 
which was driven in large part by two 
things: One, the monetary policy of the 
Fed, which basically allowed for easy 
money to flow out there very quickly 
into the market; and, secondly, the 
Congress, specifically insisting every-
body should be able to have a home 
whether they could afford it or not or 
whether the home was properly valued. 
Those two factors lead to an explosion 
in home ownership, equally leading to 
an explosion in mortgages which, first, 
did not meet the value of the under-
lying asset and, in fact, in some in-
stances were actually valued at more 
than the asset even at the time they 
were issued. 

Almost all these subprime mortgages 
presumed there would always be an ap-

preciation of real estate prices, so they 
could loan at 100 percent and at some 
point you would be down to 85 percent 
or 90 percent of the value. That didn’t 
happen, of course. The value went 
down, and so the mortgages went un-
derwater in terms of their basic value. 
Secondly, the monies were lent to indi-
viduals who, because of the way they 
structured these loans for the first 2 or 
3 years, could pay the interest or the 
mortgage payment, but as soon as 
these loans reset to a realistic interest 
rate, they couldn’t pay it. Everybody 
knew it when they did the loan. 

Now, why did people do that? Why 
was there this collapse in underwriting 
standards? Well, there were a lot of 
reasons. I happen to think probably the 
primary one was that we separated the 
owner of the loan from the actual 
loanmaking process. Therefore, the 
people who were originating the loans 
weren’t interested in the underlying se-
curity. They were not even interested 
in whether the person could pay it 
back. They were only interested in the 
fees they were generating. So we had a 
collapse in the underwriting standards. 
We had an inverted pyramid, with this 
person down here borrowing money 
from this entity over here on a piece of 
property which wasn’t worth the value 
at which money was being borrowed. 
The person borrowing the money 
couldn’t pay it back, but nobody cared 
because that loan was then taken and 
sold and securitized and subdivided and 
syndicated and sometimes put into a 
synthetic instrument, or had a syn-
thetic instrument mirroring it. So we 
had this loan down here, and this mas-
sive structure from the churning of 
that loan on top of it, and the loan 
wouldn’t support all that structure 
over it. So it all collapsed on us in late 
2008. 

This bill, however, doesn’t address 
that issue of underwriting standards in 
any effective way. Senator ISAKSON and 
I have spoken about this on the Senate 
floor a number of times, and we are 
going to offer what we hope is a bipar-
tisan proposal. But it will improve the 
bill because it will basically be taking 
us back to the underwriting standards 
that used to be in place in the 1990s, 
not only for the origination of the loan 
but also for the securitizer of the loan. 
This is critical. If we are going to fix 
this problem—and the purpose of the 
bill should be to fix the problem that 
created the crisis and make sure it 
doesn’t occur again—if that is the real 
goal, then there should be underwriting 
standards. 

The second issue in this bill that is 
not addressed is Fannie and Freddie. 
These two entities have trillions of dol-
lars of outstanding liability, out-
standing notes, and it is estimated that 
the taxpayer has a $400 billion to $500 
billion—that is $1⁄2 trillion—of liability 
because a lot of these notes aren’t ever 
going to be paid back. Yet Fannie and 
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