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Wall Street Supporters in
Congress Unmoved by
Libor Probe
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In the U.K., a record fine fd8arclays Plc (BARChas triggered outrage from lawmakers.
In the U.S., Wall Street’s defenders in Congressséicking by the industry, undaunted
by the Barclays fine or the trading losses of ntbhes $2 billion attPMorgan Chase &

Co. (JPM)

While the U.S. Senate and House of Representdimes held hearings on JPMorgan
and lawmakers have started to pay attention tgatilens that banks including Barclays
may have colluded to set interest rates, Novemipeesidential election and partisan
gridlock have left little opening for legislativeawes affecting banks including New
York-based JPMorgaiGzoldman Sachs Group Inc. (G&)dBank of America Corp.

“In terms of legislative calendar, it’s late in tbeck and there’s not a lot to be done here
pre-election,” Mark Calabria, a former Republican&te Banking Committee aide, said
in a telephone interview. “Regardless of what hagp JPMorgan, Congress is leaving
at the beginning of August barring the financiatsyn itself actually collapsing. And
even then, Congress would probably still take assg

Through two high-profile hearings with JPMorgan @man and Chief Executive Officer
Jamie Dimonlawmakers’ ideological and policy fault lines ramed bright and
unmoved. Some House and Senate Democrats, incl@aingtodeff Merkleyof Oregon
and Representativgarney Franlof Massachusetts, used the New York-based ba@k’s $
billion trading loss as ammunition in the fight toghter regulations on Wall Street and
funding increases for their federal overseers.

Parties Polarized

The 2010 Dodd-Frank Act polarizes the parties &edoresidential candidates. Former
Massachusetts Governiglitt Romney the presumptive Republican nominee, has



pledged to repeal Dodd-Frank. Presidgatack Obamaites the law as one of the
cornerstone achievements of his first term in effic

Republicans, meanwhile, have seized on losses Mpi#fan’s chief investment office as
evidence that Dodd-Frank puts too much relianceegnlators who were unable to
detect the risks that led to the losses. Theyaigoe that JPMorgan shouldn’t serve as a
whipping boy because, unlike the 2008 financiadisrithe bank required no federal
bailout after the losses were disclosed in May.

“This is how the system is supposed to work,” Repn¢ativeSpencer Bachushe
chairman of the House Financial Services Committaig in his opening statement of
the panel’s June 19 hearing with Dimon. “Those wdk@ the risks are the ones who
suffer the loss or realize the gain.”

L egislative Options

That doesn’t mean lawmakers don’t have legislabtpgons. Members of both parties in
the House and Senate have introduced measureskeantaoad spectrum of changes to
how Wall Street does business, from shrinking #ngdst banks and barring bank
officials from serving on the boards of regionatiEeal Reserve banks, to repealing or
loosening portions of the Dodd-Frank Act’s restans on the trading of derivatives.

The Republican-led Financial Services panel hasngutlbills to make changes to Dodd-
Frank and has scheduled five hearings in July &orgxe the impact of the law on
various sectors of the marketplace.

Still, in an election year with a looming “fiscdlff’ -- a raft of expiring tax provisions
paired with the beginning of $1.2 trillion in autatit spending cuts over a decade --
proposed changes Wall Stree's rules are expected to languish, according todtdw
Mills, a financial analyst at Arlington, Virginiaased FBR Capital Markets.

“Congress responds to crisis and deadline,” Mdl&rmer Democratic aide on banking
and financial services issues in the House andt8eseid in a telephone interview.
“Absent a crisis we’re not going to see anything #re only real deadline on the horizon
is the fiscal cliff issue at the end of the year.”

Political Donations

Wall Street’s financial influence -- political asti committees from the securities and
investment industry have contributed $6.7 millioawmakers in the 2012 cycle,
according to the Center for Responsive Politiagray also play a role as lawmakers on
both sides of the aisle look for a financial adeaget in the final months of their
campaigns, said Calabria, who is now director méificial regulations studies at the
Washington-based Cato Institute, which promotes fnarkets.



In the presidential race, Romney, the former hddgbm Capital LLC, has swung the
financial support from the securities and investmeaustry heavily in his favor,
according to the Center for Responsive Politice Republican has collected $9.4
million from the industry, while Obama, whose camgpahas focused in part on
Romney’s career in private equity, has pulled ird$8illion.

OneVote

In the House Republican legislative agenda throdggust, which Majority Leadégric
Cantorcirculated to members in May, a vote on a measuaeidit the Federal Reserve
was the lone piece of legislation scheduled todresiclered by the chamber.

In the Senate, RepublicakBke Crapoof Idaho and Mike Johanns of Nebraska have
tried multiple times to push an amendment that @dsalr regulators from imposing
margin, or collateral, requirements to manufactiserd commercial users of swaps.
Senate leaders did not bring the measure, whiam@ng seven bills making changes to
Dodd-Frank already passed by the House, up foteaafter it was filed as an
amendment to the recently passed farm bill.

That has left measures funding federal regulatkesthe Securities and Exchange
Commission and the Commodity Futures Trading Cormsimisas the last legislative
vehicles. Frank, the senior Democrat on the Firsr8=rvices panel, has used the
JPMorgan losses and Barclays PIc’s record $451omifine after the bank admitted it
submitted false London and euro interbank offeratgs, to bolster his case for more
funding.

Record Fines

Barclays pledged to pay $200 million to the CFTG5@ million to the Department of
Justice, and 59.5 million pounds ($91 million) ke UJ.K.’s Financial Services Authority.
The fines were the largest in the history of th& Cland FSA.

“The CFTC’s success in uncovering the outrageouspoéation of the Libor, and the
consequent settlement which will bring to the Ur&asury hundreds of millions of
dollars, demonstrates the value of that agencyghksaid in a June 29 statement.

Citigroup Inc. (C) Royal Bank of Scotland Group PIdBS AG (UBSN) ICAP Plc

(IAP), Lloyds Banking Group Plc (LLOYandDeutsche Bank AG (DBKare among the
firms regulators are investigating. A total of lahks are surveyed as part of the process
of determining Libor and related rates.

U.S. Senate Democrats are seeking to increasauttgeebof the main financial-markets
regulators in spending plans that clash with HdRespublicans’ efforts to cut funds and
rein in the reach of Obama'’s financial regulatiaw |



Regulation Lag

For lawmakers out of legislative options, the nsaagenue to have an impact on the
rules may be the regulators, who have fallen beimrditafting and implementing that
hundreds of rules required by Dodd-Frank, accortiing recenteportfrom Davis Polk
& Wardwell LLP.

Of the 221 rulemaking deadlines that have passtl,dr 63 percent, have been missed.
Regulators have not yet released proposals forf 82dl40 missed rules, the firm said in
its July 2 report. That has opened the door fontakers to put pressure on regulators to
move closer to their respective visions of finahoegulation.

Two subcommittee chairmen from the Financial S@vicommittee, Representatives
Scott Garrett oNew JerseyandRandy Neugebau@af Texas, pressed CFTC Chairman
Gary Genslem a June 20 letter to propose a rule on thenateynal reach of swaps
regulations instead of the informal guidance thenag eventually released on June 29.
The lawmakers, who have pushed for the CFTC toaethe reach of the new
regulations, asked for a rule, which would reqeimst-benefit analysis.

Volcker Rule

Merkley, the Oregon Democrat, has used the JPMdogses as ammunition in his
continued effort to tighten the implementationloé pending ban on proprietary trading,
or so- called Volcker rule, included in Dodd-FraMerkley, a co- author of the

provision and member of the Senate Banking Comajitias pressed Dimon and federal
regulators on the rule since the bank’s losses fustalisclosed.

“It is high time that regulators put forward antigint VVolcker Rule to give taxpayers,
shareholders, and, frankly, the banks themsehesdltainty that banks are in the
business of extending credit to Main Street Amergeal not in the business of making
high-risk, hedge fund-like bets in London,” Merklggid in a June 28 statement.



