June 19, 2020

The Honorable Randal K. Quarles
Vice Chairman for Supervision
Board of Governors of the Federal Reserve
System
20th St and Constitution Avenue NW
Washington, D.C. 20551

The Honorable Jelena McWilliams
Chairman
Federal Deposit Insurance Corporation
(FDIC)
550 17th Street, N.W.
Washington, D.C. 20429

The Honorable Brian P. Brooks
Acting Comptroller of the Currency
Office of the Comptroller of the Currency
400 7th St. SW
Washington, DC 20219
Dear Vice Chair Quarles, Chairman McWilliams, and Acting Comptroller Brooks:
We write concerning recent changes implemented by the Federal Reserve Board of Governors
(Fed), Federal Deposit Insurance Corporation (FDIC), and Office of the Comptroller of the
Currency (OCC) to weaken the Supplementary Leverage Ratio (SLR), a critical regulatory
requirement for the largest banks. The SLR is a key component of the regulatory framework that
Congress developed to protect Americans from another financial crisis.1 The interim rule that
you jointly released to weaken this requirement amidst an economic crisis is dangerous and puts
the economy and hardworking families at risk.
Capital requirements are a critical tool of financial regulators to ensure that banks maintain a
cushion against losses and can continue to serve the real economy during periods of financial
stress. Almost 500 banks failed as a result of the last banking crisis, resulting in $73 billion in
losses to the FDIC’s Deposit Insurance Fund,2 due to banks’ failure to maintain adequate levels
of capital in the years leading up to the crisis.3 Following the crisis, financial regulators took
steps to strengthen these regulations, and one of the ways they did so was through the SLR. The
SLR applies to the largest financial institutions and requires them to fund at least three percent of
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their total on-balance sheet assets and off-balance sheet exposures with equity capital. 45 The
SLR rule was finalized in 20146, and banks and their lobbyists have opposed it ever since while
pushing for its relaxation or removal.7 Last month, you partially granted their wish.
On May 15, 2020, the Fed, FDIC, and OCC released an interim final rule (IFR), allowing banks
to exclude certain assets from the SLR calculation until March 2021.8 Specifically, banks are
allowed to exclude deposits held at Federal Reserve Banks and U.S. Treasuries. This change will
lower capital requirements at the largest, riskiest banks by $55 billion.9
Instead, the federal financial regulators should be taking action to solidify bank capital
requirements, not weakening them amidst an economic crisis. Banks are currently “battening
down the hatches to deal with an expected surge in loan losses as the pandemic casts serious
doubts over the capacity of consumers and companies to pay their debt.”10 As banks’ balance
sheets continue to come under pressure in the coming months, this is exactly the wrong time to
reduce the amount of capital that banks will have to absorb these losses.
We are troubled by the release of this rule for multiple reasons. First, the rule goes well-beyond
the purpose stated in the Federal Register. The IFR states that the agencies are making this
change “in order to facilitate depository institutions’ significant increase in reserve balances
resulting from the Federal Reserve’s asset purchases and the establishment of various programs
to support the flow of credit to the economy, as well as the need to continue to accept
exceptionally high levels of customer deposits.”11 In short, the agencies are arguing that this rule
is necessary to accommodate changes to banks’ balance sheets resulting from financial market
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developments associated with the coronavirus disease 2019 (COVID-19) pandemic. However,
you exempted all of these assets from the SLR calculation,12 including those that banks held well
before the crisis. Therefore, this rule goes far beyond providing institutions relief to
accommodate the inflow of deposits and increases in reserve balances as a result of the economic
response to the coronavirus crisis.
Second, the rule allows banks, with regulators’ permission, to continue to pay out billions of
dollars in dividends to shareholders and executives – reducing capital reserves in a way that does
nothing to help bank customers or financial stability. Even if one accepts the premise that banks
needed to reduce capital buffers in order to support lending to households and businesses, it is
unacceptable that regulators have not yet prohibited banks from reducing capital buffers in order
to enrich their shareholders and executives. The IFR allows banks that opt into the regulatory
rollback to continue to pay dividends, requiring only that they seek preapproval from their
primary financial regulator. 13 This weak provision is woefully insufficient.
Every million dollars a bank distributes to its shareholders eliminates tens of millions of dollars14
that could otherwise be used to support communities in need during this economic crisis. Before
the economic implications of COVID-19 were evident, participants in the Federal Reserve’s
Open Market Committee (FOMC) meeting in January acknowledged that “planned increases in
dividend payouts by large banks and the associated decline in capital buffers might leave those
banks with less capacity to weather adverse shocks—which could have negative implications for
the economy—or that lower bank capital ratios could be associated with greater tail risks to GDP
[Gross Domestic Product] growth.”15
There is no justifiable reason to relax a key safety and soundness restraint by arguing that it is
necessary for banks to support lending while simultaneously allowing banks to distribute capital
to enrich their shareholders. And multiple former financial regulators, including former Federal
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Reserve officials Chairman Ben Bernanke16, Chair Janet Yellen17, Governor Dan Tarullo18, and
FDIC Board Member Tom Hoenig19 have spoken out regarding your failure to enact this
common-sense requirement.
Third, and most importantly, this change, by reducing the amount of capital at the largest banks,
makes our financial system weaker and could harm our recovery from this crisis. Banks entered
this crisis in a stronger financial position compared to the last crisis – in large part because of the
post-2008 reforms.20 It is perplexing that you are weakening banks’ financial positions just as
“financial sector vulnerabilities are likely to be significant in the near term.”21 Not only are
banks that enter into a financial crisis with strong capital buffers more likely to be able to
withstand losses, they are also in a better position to lend to businesses and consumers.22
According to former FDIC Vice Chair Hoenig, “having a stronger capital base actually provides
a better base for lending…for every dollar of capital [banks] retain, there’s approximately $15 of
loans that they can make.”23 But your proposed changes could reduce bank capital by tens of
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billions of dollars.24 Both of the former Chairs of the FDIC Sheila Bair25 and Marty Gruenberg26,
who saw firsthand the devastation caused by the bank failures during the last crisis, have vocally
opposed the IFR.
We are baffled that the federal financial regulators granted a long-desired piece of deregulation
to the nation’s largest banks without sufficient justification to do so, and despite the risks to
economic growth and financial stability. There will no doubt be calls to extend this relaxation of
a key capital requirement beyond its current expiration date of March 2021. Given the lack of
justification and analysis in issuing the IFR, we are concerned that you could similarly extend it
without justification when it is set to expire. We are also troubled by requests for Congress to
pass legislation to allow regulators to similarly relax the Tier 1 leverage ratio.27 Unlike the SLR,
the Tier 1 leverage ratio applies to all insured depository institutions.28 Removing this safeguard
for the financial system would be a grave error. Congress should not grant this change, and
regulators should not try to find a loophole to do it themselves.
To the families who were affected by the last financial crisis, capital requirements were not some
abstract ratio found in the pages of the Federal Register: they represented the difference between
families and workers losing their homes, jobs, and livelihoods. The same is true as the country
faces a new economic crisis caused by the COVID-19 pandemic. You should reverse this rule
and immediately take action to preserve capital at financial institutions to ensure that these
institutions are stable and can provide needed assistance to their customers and to the economy
as a whole.
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Sincerely,

___________________________
Elizabeth Warren
United States Senator

___________________________
Sherrod Brown
United States Senator

