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More Profitable Banks Fuel Growth
Campaigning for the presidency,
Donald Trump pledged to repeal
the 2010 Dodd-Frank Act. It has
certainly become clear by now
that the act is indeed in dire need
of an overhaul.
It has imposed far more costs on banks, but has not added
to their revenue. This not only makes banks less profitable
than otherwise, but also surely puts them at a distinct
disadvantage with respect to competing with other
less-regulated financial firms, both here and abroad.
The act also created one more financial regulatory
agency—the Consumer Financial Protection Bureau—
headed by a single individual, unlike all the other financial
regulatory agencies. This gives far too much discretionary
power to a single individual. Furthermore, one more agency
only adds to the already crowded field of regulators that
makes it even more difficult to determine who regulates
what and who is accountable when things go bad.
The main purpose of the act, moreover, was to create a
safer and more sound banking system as well as be sure
that no big bank is “too big to fail.”
Yet, I do not believe that we have put in place a
regulatory regime that ensures that there will never
again be another banking crisis. Interestingly
enough, almost every new piece of major
banking legislation creates more regulators
and imposes more regulations on banks,

and the president, when enacting that legislation into
law, says, “With this new law there will never be another
banking crisis.”
The sad fact is that about 20 years later there is
another banking crisis. The laws enacted over time do
not seem to prevent future crises, but rather simply
add more regulators and regulations. Indeed, just a
few years ago we had the worst banking crisis since the
Great Depression, and what we got, not surprisingly, was
another law—the Dodd-Frank Act. I also do not believe
that the act puts an end to the “too big to fail” problem.
What we need now is a more simplified regulatory
structure—one in which we tell banks that they have to
hold much more capital than currently required. Those
banks that do hold more capital should be subjected to
far fewer regulations.
In short, when bank owners put more of their own
funds at risk, they should be allowed to engage in a
wider range of activities. The more capital the owners
of banks have at risk, the more likely it is they will
engage in safer and sounder banking practices. This will
substantially lessen the likelihood that taxpayers’ dollars
will be needed to bail out banks. This is common sense
and does not require the 2,300 pages that make up the
Dodd-Frank Act.
Should President Trump get his way and repeal all or
major parts of the Dodd-Frank Act, what we should find
is a more profitable banking system. We should also find
banks being able to lend more money to business firms
and individuals that will create more jobs and further
stimulate economic growth. This would be a win-win
for everybody.
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