
Dodd Frank Act: Five Years Later
President Obama signed the Dodd-Frank Financial Reform
and Consumer Protection Act (DFA) into law on July 21, 2000,
marking this past July as its 5th anniversary. The law created
limitations and prohibitions on derivatives markets, sought to
make certain activities more transparent to the consumer, and
increased regulatory authority. In addition, the Act created the
Financial Stability Oversight Council (FSOC) and the
Consumer Financial Protection Bureau (CFPB). These
agencies seek to increase oversight and enforcement of the
securities markets with the goal of maintaining financial
stability and protecting consumers. Today, we look at what

passage of the DFA intended to accomplish, and how successful it has been at fulfilling its
objectives.

First, some statistics:

According to Better Markets, the cost of the crisis is at $20 Trillion (and counting) in lost GDP. The
crises grew out of the dismantling of regulations that had been in place since 1929. These
regulations were put in place to protect Americans from high-risk Wall Street activities, and
successfully accomplished that for over 70 years. Beginning in 1999, these protections began to
be dismantled due to intense lobbying by Wall Street. What followed was a spree of high-risk
activities producing excessive profit for financial institutions, ultimately forcing the bailout by our
federal government; the cost of which was borne by taxpayers. In other words, these institutions
successfully privatized their profits, and socialized their losses.

The result?

• Economic growth ground to a halt, causing tax revenues to plummet, and social needs to
skyrocket.

• Government deficits and debts ballooned to historically high levels.

• Twenty seven million Americans became unemployed or underemployed. The U6
unemployment rate reached 17% and stayed at that rate for 5 months. According to the Bureau of
Labor Statistics, as of May 2015, 15 states still had not recovered the jobs lost during the crisis.
The long-term unemployed and the underemployed are at historic levels, with jobs replaced in the
aftermath of the crises mostly lower skill and pay.

• Housing prices fell to 2001 levels, and since 2007, there have been 16 million foreclosures. At



the peak, 31% of all homes were underwater; today, 15% still are.

• 2008 marked the first year (since small business metrics were recorded), that more small
businesses failed than were started, often due to a lack or freezing of credit.

• Retirement savings dropped for all Americans. This was not only due to the stock market crash,
but also from being forced to cash out retirement savings to pay bills, as well as an overall
decreased savings rate.

The net effect was a massive underfunding of social priorities, as federal funds were diverted to
bail out the financial services sector and meeting immediate social needs, such as food stamp
programs and unemployment needs. All other social needs went unfunded. Strikingly, the
percentage of money spent by the feds to expand the economy was significantly smaller than in
all previous recessions, as most of the funding went to the financial industry. In addition, private
donations to nonprofits disappeared, while those seeking the services provided by these
nonprofits surged. We are seeing the ripple effect of this in all our communities.

Dodd Frank Act is Created

The ultimate purpose of the Dodd-Frank Act was to ensure the diversion of funds to bail out the
financial services industry would never happen again. It also created a consumer protection
agency to ensure that consumer interests were protected. But soon after the passage of the law,
banks and Wall Street unleashed an army of lobbyists to Washington, and have repeatedly
claimed that the law harms their business, all the while claiming record profits.

How Has Dodd-Frank Act Fared?

There are 390 Rules in the DFA. As of July 31, 2015, less than 2/3rds of these were completed.
Sixty rules are yet to be finalized, and 83 have not even been proposed. This has been mostly due
to the relentless opposition by Wall Street.

Listed below are three main tactics successfully used by our financial institutions to delay
implementation of the DFA:

One: There have been unrelenting attacks on the DFA from Congress, mostly by withholding
funding and ensuring that the organizations mandated to carry out the requirements of the Act are
underfunded to the point of being non-functional. For example, the total budget authority for the
SEC in 2013 was $1.33 billion. Compare this with Citigroup’s 2013 marketing expense of $1.9
billion, or Goldman Sachs compensation & benefits expense in the 4th quarter alone of $2.2
billion!

Two: Members of Congress have been successful at attaching special interest provisions to
repeal unpopular rules of the DFA onto bills that enjoy broad support. This was successfully
employed to repeal Section 716 of the DFA, which separated bank’s riskiest derivative activities
from being backed by the government’s deposit insurance fund. Wall Street, after a series of
maneuvers, was able to attach the repeal last minute to the late 2014 budget bill that narrowly
averted a government shut down.

Finally: There have been endless lawsuits filed to delay, or terminate provisions of the Act
deemed unfriendly to the financial industry. Just one of many examples: In 2011, the Securities
Industry and Financial Markets Association (SIFMA) and the International Swaps and Derivatives
Association (ISDA) filed a lawsuit challenging a rule to curb excessive speculation in the
commodity markets. Ultimately, a federal judge ruled that a technical legal error had occurred in
the rulemaking process, and sent it back, leaving this rule still off the books five years after the



passage of Dodd-Frank.

In the end, history will show a complete dereliction of duty to prosecute any of the players that led
to the greatest American crises since the depression of the 1930s. The Department Of Justice
claims it did investigate, but could find no evidence of criminal wrongdoing. We now know there
was ample evidence of wrongdoing, and numerous whistleblowers with stories to tell, and
warnings that went ignored. Contrast this with the US Savings & Loans scandals of the 1980’s &
90s, a substantially smaller event, in which over 1,000 were convicted of crimes. Unfortunately,
this lack of prosecution has led to a culture lacking in deterrents.

Wall Street & Washington public relations campaigns continue to mischaracterize financial reform
as a costly burden and a threat to middle class families, jobs, community banks, and the economy.
At the same time, they use record profits to fight the implementation of the law at every angle
available to them, all the while hiding their money trails behind laws to limit their disclosure
requirements . Americans should take pause when they hear these claims, and see them for what
they are: a ploy to maximize one industry's profit, potentially at taxpayer expense. Common sense
regulations are necessary in the financial sector, especially when they enjoy guarantees from the
federal government in the form of insuring deposits. Only time will tell if the DFA is ultimately
successful, and reform is aptly applied that limits the ability of the financial sector to put our entire
economy at risk. In the meantime, we should all be wary of claims that regulation is not needed,
too costly, or stifles job creation. None of us need reach back too far to remember the
consequences of inadequate regulation, especially when our financial security is at risk!

Want to keep updated? Go here: Americans For Financial Reform.
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