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Are The Biggest Banks Too Complex? 

    

Talking Points 
 

Bill Emmons previews his discussion on complex banks that he will present at the 
October 1st Dialogue With the Fed, hosted by the Federal Reserve Bank of St. Louis. 

 

 Robo-signing 
o Five of the major mortgage servicing companies expediting the foreclosure process (in judicial 

foreclosure states) by telling employees to sign affidavits saying that they had personally 
investigated documents when they had not. 

 Rate-rigging 
o Barclay’s admitted that they knowingly submitted false LIBOR estimates of their borrowing costs 

over the last several years 
o They reached a settlement with the Commodity Futures Trading Commission (CFTC) and the 

Department of Justice (DOJ) and the U.K. Financial Services Authority (FSA) of $450 million was 
reached. 

 Botched hedging 
o Traders at JP Morgan Chase were empowered to create partial hedges of some of the bank’s 

exposures to make profits for the bank by identifying mispriced assets. 
o The bank lost money, and some of the individuals involved lost their jobs.  While this did not have an 

impact on the U.S. economy, bank management appeared unaware that this was taking place.  This 
begs the question: are the biggest banks just too complex to manage? 

o Those involved with the London Whale have left JPMC and investigations are ongoing. 

 Why do big banks exist? 
o Economies of scale 
o Economies of scope 

 Dealing with complex banks 
o Internal governance 

 Corporate culture 
 Board oversight 

o External governance 
 Depositors 
 Supervision and regulation 

 Better to deal with the devil we know or the devil we don’t know? 
o Devil we don’t know: radical reforms 

 Break up the megabanks 

 Simplify the types of business that banks can enter into 

 Limit the size of banks 
o Devil we know: more regulation 

 Dodd-Frank Act 
 

You are invited to attend the Dialogue With the Fed and can register at www.stlouisfed.org/dialogue 
(seating is limited) or watch the streaming video online at www.stlouisfed.org/live.  
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