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Again, I will conclude by saying that 

I will go back to the original point I 
made, which was that every child born 
in this country has a light inside them, 
and there is no way the light of that 
child can shine to its full potential if 
they do not have the basic protections 
and the basic freedom from fear we are 
talking about here. No child should 
have to go through their day, no mat-
ter who they are, to being a victim of 
this kind of bullying and harassment 
and violence. It is the ultimate, or cer-
tainly one of the ways our society be-
trays children. 

We can put a stop to it. We can raise 
awareness, we can put a spotlight on 
this issue and do all we can to protect 
our children—our young people in 
grade school and in high schools— 
across America. 

With that, Mr. President, I yield the 
floor, and I suggest the absence of a 
quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. CASEY. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

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

f 

MORNING BUSINESS 

Mr. CASEY. Mr. President, I ask 
unanimous consent that the Senate 
proceed to a period of morning busi-
ness, with Senators permitted to speak 
for up to 10 minutes each. 

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

f 

FINANCIAL REGULATORY REFORM 

Mr. LEVIN. Mr. President, a year and 
a half ago, the Permanent Sub-
committee on Investigations began a 
review of the causes of the financial 
crisis. The subcommittee, which I 
chair, sought to answer a fundamental 
question about a crisis that was, at 
that moment, threatening to bring on 
a second Great Depression, and that 
has cost millions of Americans their 
jobs, their homes, their businesses and 
their savings. The question we sought 
to answer: How did this happen? And 
we asked that question so that we 
could inform our colleagues and the 
public on steps we might take to pro-
tect ourselves from the danger of fu-
ture crises. 

The subcommittee examined millions 
of pages of documents, interviewed 
hundreds of witnesses, and conducted 
four hearings with more than 30 hours 
of testimony. What we learned was so-
bering: 

We learned that mortgage lenders 
such as Washington Mutual Bank 
sought to boost their short-term prof-
its by making increasingly risky mort-
gage loans to borrowers increasingly 

unlikely to be able to repay them. 
WaMu, as it was known, made hun-
dreds of billions of dollars of loans, 
many of which were laced with fraudu-
lent borrower information, and then 
packaged and sold these loans, dump-
ing toxic assets into the financial sys-
tem like a polluter dumping poison 
into a river. 

We learned that regulators such as 
the Office of Thrift Supervision identi-
fied problems at WaMu on many occa-
sions but failed to act against them, 
and in fact hindered other Federal reg-
ulators like the Federal Deposit Insur-
ance Corporation from taking action. 

We learned that credit rating agen-
cies, institutions that investors de-
pended upon to make accurate, impar-
tial assessments of the risks that as-
sets carried, failed completely in this 
task. This failure was caused by faulty 
risk models and inadequate data, and 
by competitive pressures as the credit 
rating agencies sought to obtain or en-
large their market share and please the 
investment banks that were paying 
them for their credit ratings. Because 
credit rating agencies were paid by the 
financial institutions selling the finan-
cial products being rated, conflicts of 
interest undermined the ratings proc-
ess and led to a slew of inflated AAA 
ratings for high-risk products whose 
ratings were later downgraded, many 
to junk status. 

We also learned that investment 
banks such as Goldman Sachs helped 
feed the conveyor belt of toxic assets 
that nearly brought economic ruin. 
Goldman Sachs repeatedly put its own 
interests and profits ahead of the inter-
ests of its clients and our communities. 
Its misuse of exotic and complex finan-
cial structures helped spread toxic 
mortgages throughout the financial 
system. And when the system finally 
collapsed under the weight of those 
toxic mortgages, Goldman profited 
from the collapse. 

The lesson of our findings is that this 
disaster was manmade. And yet per-
haps the most stunning finding came 
from our hearings themselves, when 
top executives from institutions that 
collectively destroyed millions of jobs 
and billions of dollars’ of wealth re-
peatedly dodged responsibility, saying 
the mistakes were someone else’s, that 
they had done nothing wrong, that 
those who questioned their actions 
simply failed to understand how the fi-
nancial system worked. Mr. President, 
if Wall Street refuses to take responsi-
bility for its actions, it is incumbent 
on us to take responsibility for putting 
a cop back on the beat on Wall Street. 

The bill we approved last week con-
tains many important provisions that 
directly address the problems revealed 
in our investigation. Begin with the 
lenders. The Consumer Financial Pro-
tection Bureau this legislation will 
create is an important tool to protect 
borrowers and the financial system 

from the abusive lending at banks such 
as WaMu that helped bring about the 
crisis. Thanks to an amendment of-
fered by Senator MERKLEY, which I was 
proud to cosponsor, lenders will no 
longer be able to pocket a quick profit 
by selling a ‘‘liar loan,’’ requiring no 
documentation of wages or the ability 
to repay. Under Senator MERKLEY’s 
amendment, borrowers will be required 
to provide reliable evidence of their in-
come, either through a W–2, tax return, 
or other such record. The amendment 
would also require lenders to verify 
borrower income. 

Together, those provisions essen-
tially impose a ban on so-called stated- 
income loans, which is exactly what is 
needed. Negative amortization loans, 
in which borrowers can spend years 
making payments so small that they 
end up owing thousands of dollars more 
than the original loan amount, should 
also become rare. Putting a cop on the 
beat means protecting all of us from 
the consequences of reckless behavior 
by those who seek short-term gain at 
the expense of financial stability. 

It is also significant that lenders will 
be required to retain some of the risk 
they create by keeping a portion of the 
mortgages they securitize on their own 
books, ending the current situation in 
which lenders can make risky loans 
and then dump all that risk into the fi-
nancial system. Under the Senate bill, 
securitizers of high-risk mortgages will 
have to retain at least a 5 percent in-
terest in any mortgage-backed securi-
ties they issue. Mortgages that are 
very safe—such as 30-year, fixed-rate 
mortgages with a historical default 
rate of 1 to 2 percent—will be exempted 
from this credit risk retention require-
ment. Securitizers using mortgages 
with a credit risk that is above the 1- 
to 2-percent default rate for traditional 
mortgages, but below the 5-percent or 
more default rate associated with high- 
risk mortgages, will have some risk re-
tention requirement but one that is 
less than the 5-percent requirement for 
high-risk mortgages. These risk reten-
tion requirements are essential to re-
build investor confidence in our mort-
gage-backed securities markets. This 
bill also addresses many of the regu-
latory failures our investigation iden-
tified. The Office of Thrift Supervision, 
which failed so badly in its oversight 
responsibilities, is dissolved under this 
bill. The Federal Reserve would be 
given important authority to oversee 
the largest financial institutions, re-
gardless of their legal status as bank 
holding companies, investment banks 
or other entities, offering powerful pro-
tection against risks to the stability of 
the financial system that went unrec-
ognized through the web of Federal 
regulation during this crisis. The Con-
sumer Financial Protection Bureau 
would be charged with ending high-risk 
mortgages that not only hurt con-
sumers, but undermined the safety and 
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