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Madam Speaker, the Veterans Ad-

ministration is a government-run 
health care program that treats our 
veterans cavalierly in these examples. 
Veterans should be able to go to any 
doctor or any hospital to be treated 
and not bound and tied to VA hos-
pitals. And, also, this is a prime exam-
ple of how things will be when the gov-
ernment takes over the health care of 
all Americans. Do we really want the 
government to control our health care? 
Not a healthy idea for Americans or for 
veterans. 

And that’s just the way it is. 

f 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle-
woman from California (Ms. WOOLSEY) 
is recognized for 5 minutes. 

(Ms. WOOLSEY addressed the House. 
Her remarks will appear hereafter in 
the Extensions of Remarks.) 

f 

CREATE A SAFE AND SOUND 
CREDIT SYSTEM 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle-
woman from Ohio (Ms. KAPTUR) is rec-
ognized for 5 minutes. 

Ms. KAPTUR. Madam Speaker, the 
first goal of our banking system, as op-
posed to a securities system, should be 
to create a safe and sound credit sys-
tem, one that promotes responsible 
savings and lending practices. In this 
system, the availability of credit is 
crucial, and that’s what’s missing 
today across our country. Earlier 
today, Vice President JOE BIDEN held a 
town hall meeting in the Toledo, Ohio, 
area. He heard from Governor Ted 
Strickland and others that one of the 
biggest economic challenges facing 
Ohio remains an inability of businesses 
to obtain the credit they need. The rea-
son is because our banking system suf-
fered a heart attack last year and still 
hasn’t fully recovered. 

Safe and sound credit and prudent fi-
nancial behavior by individuals and in-
stitutions should be our Nation’s finan-
cial system’s primary purpose. The ad-
ministration’s priorities tell me it 
plans a much larger role for higher-risk 
securities in whatever system they are 
envisioning, which to me threatens 
more higher-risk behavior. Banks tra-
ditionally have served as inter-
mediaries between people who have 
money, depositors, and those who need 
money, borrowers. 

The banks’ value-added was their 
ability to loan money sensibly within 
parameters of $10 of loans with every 
dollar on deposit and thus sensibly and 
responsibly managing their deposits 
and collecting on the loans that they 
were to oversee. 

Wall Street’s high-risk securitization 
destroyed that system. The banks 
didn’t much care about making sen-
sible loans as long as they could sell 
them off somewhere. The regulators 
were not on top of this because the 
loans were off the banks’ books. So 

why would the regulators care? These 
loans were now somebody else’s prob-
lem, not theirs. 

Where has the epidemic of 
securitization taken us? 

Well, if you look at the government- 
backed Freddie Mac and Fannie Mae 
secondary markets, they became the 
larger purchaser of securitized mort-
gages. In case you forgot, its we, the 
taxpayers, who own both Fannie Mae 
and Freddie Mac. 

But these securitized mortgage bod-
ies bought too many bad loans, which 
contributed to those institutions’ 
downfall. Who is profiting from this? 
Because, yes, there are certain organi-
zations that are profiting royally from 
the downfall of Freddie Mac and 
Fannie Mae. It is not our constituents, 
it’s not our Treasury, which collects 
our tax dollars. 

There are four entities at least that 
are profiting, and I would like to target 
on one tonight, BlackRock. That’s a 
company that isn’t a bank. And why on 
that one in particular? Because its cur-
rent CEO Lawrence Fink coinciden-
tally, some might say, sold Freddie 
Mac its first $1 billion in collateralized 
mortgage obligations. Euromoney.com 
states, ‘‘Larry Fink is one of the pio-
neers of the mortgage-backed securi-
ties market. As a trader at [then] First 
Boston a quarter of a century ago, he 
pitched the first collateralized mort-
gage obligation that Freddie Mac ever 
did.’’ 

So Larry Fink had a hand in making 
financial instruments that have 
brought Freddie Mac and our financial 
system to its knees, yet the company 
he leads now profits from his mistake. 

Now BlackRock just won a big con-
tract with the Federal Reserve Bank of 
New York to manage the toxic assets 
of Freddie Mac and Fannie Mae in their 
collateralized mortgage obligations. 

It’s a mess that he help to create, but 
now we have hired the same man to 
clean it up? One question I have to ask 
is how can we be sure he isn’t self-deal-
ing or covering up what he did in the 
last quarter century? Some might say 
that relationship is a bit incestuous. 

The administration’s financial regu-
latory reform proposal includes some 
consideration for dealing with too-big- 
to-fail institutions but, rather than 
create an architecture that keeps risk 
in hand, what they are doing is they 
are allowing institutions like 
BlackRock to become too big to fail. 

In fact, BlackRock’s assets are now 
larger with the purchase of Barclays 
than the entire Federal Reserve system 
itself. So BlackRock, although not a 
bank, is getting too big to fail, per-
haps? Is BlackRock favoritism an ex-
ample of how we should be rebuilding 
our financial system? 

Paul Krugman thinks not. He states, 
‘‘In short, Mr. Obama has a clear vision 
of what went wrong, but aside from 
regulating shadow banking, no small 
thing, to be sure, his plan basically 
punts on the question of how to keep it 
from happening all over again, pushing 

the hard decisions off to future regu-
lators.’’ 

Now is not the time to punt. It’s the 
time for reform. The time the has been 
not as ripe since Roosevelt. We really 
need a President who will lead and a 
Congress as well, not following the 
guidance of Wall Street, but going back 
to prudent lending and recreating a 
safe and sound banking system across 
this country. 

[From the New York Times, June 19, 2009] 
OUT OF THE SHADOWS 
(By Paul Krugman) 

Would the Obama administration’s plan for 
financial reform do what has to be done? Yes 
and no. 

Yes, the plan would plug some big holes in 
regulation. But as described, it wouldn’t end 
the skewed incentives that made the current 
crisis inevitable. 

Let’s start with the good news. 
Our current system of financial regulation 

dates back to a time when everything that 
functioned as a bank looked like a bank. As 
long as you regulated big marble buildings 
with rows of tellers, you pretty much had 
things nailed down. 

But today you don’t have to look like a 
bank to be a bank. As Tim Geithner, the 
Treasury secretary, put it in a widely cited 
speech last summer, banking is anything 
that involves financing ‘‘long-term risky and 
relatively illiquid assets’’ with ‘‘very short- 
term liabilities.’’ Cases in point: Bear 
Stearns and Lehman, both of which financed 
large investments in risky securities pri-
marily with short-term borrowing. 

And as Mr. Geithner pointed out, by 2007 
more than half of America’s banking, in this 
sense, was being handled by a ‘‘parallel fi-
nancial system’’—others call it ‘‘shadow 
banking’’—of largely unregulated institu-
tions. These non-bank banks, he ruefully 
noted, were ‘‘vulnerable to a classic type of 
run, but without the protections such as de-
posit insurance that the banking system has 
in place to reduce such risks.’’ 

When Lehman fell, we learned just how 
vulnerable shadow banking was: a global run 
on the system brought the world economy to 
its knees. 

One thing financial reform must do, then, 
is bring non-bank banking out of the shad-
ows. 

The Obama plan does this by giving the 
Federal Reserve the power to regulate any 
large financial institution it deems ‘‘system-
ically important’’—that is, able to create 
havoc if it fails—whether or not that institu-
tion is a traditional bank. Such institutions 
would be required to hold relatively large 
amounts of capital to cover possible losses, 
relatively large amounts of cash to cover 
possible demands from creditors, and so on. 

And the government would have the au-
thority to seize such institutions if they ap-
pear insolvent—the kind of power that the 
Federal Deposit Insurance Corporation al-
ready has with regard to traditional banks, 
but that has been lacking with regard to in-
stitutions like Lehman or A.I.G. 

Good stuff. But what about the broader 
problem of financial excess? 

President Obama’s speech outlining the fi-
nancial plan described the underlying prob-
lem very well. Wall Street developed a ‘‘cul-
ture of irresponsibility,’’ the president said. 
Lenders didn’t hold on to their loans, but in-
stead sold them off to be repackaged into se-
curities, which in turn were sold to investors 
who didn’t understand what they were buy-
ing. ‘‘Meanwhile,’’ he said, ‘‘executive com-
pensation—unmoored from long-term per-
formance or even reality—rewarded reckless-
ness rather than responsibility.’’ 
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