


potential consequences would have major ramifications alone, but taken in totality, they pose
significant harm throughout the economy, particularly in the face of current economic headwinds
and tightening credit conditions.

Given the vast implications of the proposal, we are only just beginning to understand the full
breadth of impacts on consumers that Basel I1I will likely have, including on our retirement
savers. However, one of the most concerning impacts will be those felt by pension funds.
Currently, under Basel I1I, pension funds will be penalized when attempting to access our capital
markets and will see increased fees when attempting to hedge risks. As it stands, the proposal
will force pension funds to make a choice between paying more, or hedging less, with the only
possible outcome being decreased returns for millions of hard-working Americans, including our
teachers and first responders.

When it comes to providing mortgages for low- and moderate-income households, this proposal
represents a departure from the original 2017 Basel agreement in favor of arbitrary capital
increases and a disregard for banks’ ability to offset risk through existing tools like private
mortgage insurance, all without providing analytic justification to support these changes. The
impact of these requirements for low-to-moderate income households will be significant.
Families trying to purchase their first home will see increased rates and reduced access to credit.
Further, these changes will result in decreased competition by banks in mortgage lending,
leaving low-income households with even fewer places to turn to achieve the American Dream
of homeownership.

Additionally, Basel I1I is being advanced at the behest of the international standard setting body,
the Basel Committee on Banking Supervision (“BCBS”). When the BCBS agreement was
announced in 2017, the stated intent was not to increase capital levels overall, in part due to the
belief that the banking system was already strong and well-capitalized. In fact, the banking
system recently weathered a global pandemic while continuing to support those who need it
most. All the while, banks have continuously maintained high levels of capital and have
demonstrated they are highly resilient. This is a sentiment that has been repeatedly reinforced by
statements from Federal Reserve Chair Powell, Treasury Secretary Yellen, and other senior
Administration officials of both parties throughout recent years.

The U.S. version of Basel III deviates from the previously stated intentions of the BCBS,
increasing capital requirements for U.S. banks, with the Federal Reserve, FDIC, and OCC
estimating that banks impacted by the proposal may be required to hold up to 16% more capital,
on average. The proposal also diverges in key areas from how other jurisdictions are
implementing Basel III to the detriment of American consumers, businesses, and international
competitiveness.

While we appreciate that the Federal Reserve, FDIC, and OCC have extended the initial
comment period and are now conducting a data collection, it is too little, too late. A thorough
cost benefit analysis is critical to ensuring that our regulatory regime is based on sound
quantitative analysis and should have been conducted well before releasing the Basel III
proposal. As with all regulations, the burdens must be justified and should not outweigh the





https://www._federalreserve._sov/newsevents/speech/barr2023071_Oa.htm







Yo (Ctsr



Federal Reserve Governor Adriana Kugler

Federal Reserve Governor Christopher Waller

Federal Deposit Insurance Corporation Director Johnathan McKernan
Federal Deposit Insurance Corporation Vice Chairman Travis Hill



	Dear Chair Powell, Chairman Gruenberg, and Acting Director Hsu;



