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Introduction 

William Dudley 

I’m Bill Dudley.  I’m Vice-Chair of the Economic Club of New York and also President of the 

Federal Reserve Bank of New York.  I want to welcome everybody to the 438
th

 meeting of the 

club in our 107
th

 year.  The Economic Club of New York is the nation’s leading nonpartisan 

forum for economic policy speeches.  More than 1,000 speakers have appeared before the club 

and this has established a very strong tradition of excellence.  I’d like to recognize the 214 

members of the Centennial Society who have contributed to ensure a sound future for the club.  

And I’d like to welcome the students here today from Brooklyn College and Law School, 

Columbia University Business School, NYU Law School, Fordham, and The New School.  Their 

attendance is made possible by our members.  We’re honored today to hear from Mary Jo White, 

Chair of the Securities and Exchange Commission.  I, for one, am very happy to see that she’s at 

the SEC performing so ably and leading that institution.  Chair White arrived at the SEC in April 

last year with decades of experience as a federal prosecutor and securities lawyer.  As a U.S. 

attorney for the Southern District from 1993 to 2002, she specialized in prosecuting complex 

securities and financial institution fraud cases and international terrorism cases.  After leaving 

her U.S. attorney post, Chair White then became the chair of the Litigation Department at 

Debovoise & Plimpton in New York.  She earned her undergraduate degree, Phi Beta Kappa, 

from William and Mary, her master’s degree in psychology from The New School for Social 

Research, and she earned her law degree at Columbia Law School.  Chair White, the floor is 

yours. 
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The Honorable Mary Jo White 

Thank you, Bill, very much for that very kind introduction.  It truly is my honor to speak before 

the Economic Club of New York.  I also want to acknowledge the presence of two of my 

esteemed, I guess former colleagues, or at least the agency’s former colleagues, Harvey Pitt, the 

former chairman of the SEC, and former commissioner Annette Nazareth.  It’s great to have you 

here today.  I also can’t quite resist saying that whoever arranged for the Yankees to sweep the 

Toronto Blue Jays for my arrival, I will be eternally grateful, so I’m really happy to be here on 

this particular day.  I may not be able to say that the next time I’m here so I wanted to say it 

today.   

 

What I want to speak to you about is the current state of our securities markets – an issue that I 

know is on a lot of people’s minds and one that I think is well-suited as a topic for the financial 

capital of the world where we are now. 

 

The U.S. securities markets are the largest and most robust in the world, and they are 

fundamental to the global economy.  They transform the savings of investors into capital for 

thousands of companies, add to nest eggs, send our children to college, turn American ingenuity 

into tomorrow’s innovation, finance critical public infrastructure, and help transfer unwanted 

financial risks. 
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The state and quality of our equity markets in particular have received a great deal of attention 

lately, with a discussion that actually has expanded well beyond those who regularly think and 

write about these markets to include every day investors concerned about the investments they 

make and the savings that they depend on.  I have been closely focused on these issues since I 

joined the SEC about a year ago, and I welcome the broader dialogue.  

 

Two weeks ago, actually just a few blocks from here, I spoke about the SEC’s plan to strengthen 

our current equity market structure and make it more transparent.  In addition to outlining a 

focused review of our own rules and targeted initiatives, I emphasized our commitment at the 

SEC to comprehensively review and address core market structure policy issues, such as the 

overall fairness of trading in high-speed markets, changes in the number and nature of trading 

venues, and conflicts of interest at broker-dealers. 

 

Today, what I’d like to do is continue and actually broaden that discussion about these 

fundamental issues, focusing on actually the changing nature of one of the most basic of 

securities market functions – intermediation.  And at its simplest, intermediation means the 

services offered by market professionals to execute the buy and sell orders of investors – services 

offered by brokers, dealers, and exchanges.  Just as in other segments of the economy, powerful 

forces of competition and technology can transform these services, and they have done so.  A 

central challenge for us at the SEC is to adopt regulatory approaches that ensure intermediaries 

harness the forces of technology and competition to better serve the needs of investors in each of 
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the markets we oversee – not just in equities, but also in fixed income and derivatives. 

 

Now to understand this challenge, I want to talk first just a bit about why competition and 

technology are so important to how we address market structure issues generally, and the role of 

intermediation in particular.  I’ll then turn actually to contrasting markets to illustrate the 

complexity of our task as regulators as we, and when we grapple with these forces:   namely, 

how the equity and fixed income markets have been affected, or have not been affected, by 

competition and technology. 

 

And just like the U.S. macroeconomy, all of the securities markets operate within a structure of 

rules, technology, market practices, and other constraints that establish the boundaries for 

interactions between buyers and sellers.  It’s important to recognize that this structure does not 

just mean regulation, but also the much more complex interaction among regulation and other 

factors like competition and technology.  Every incremental change in these interactions can 

produce significant, sometimes unintended economic consequences that may actually not 

become evident for a period of years or even decades. 

 

So this dynamic reality means that we should not be chasing regulatory solutions that fix the 

market structure once and for all.  Our markets are not broken and they are not static.  And in 

that sense, our work on market structure is never finished.  The speed with which technology and 

markets change makes that impossible.  Instead, we must always be focused on what in our 
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market structure can be improved for the benefit of investors and companies. 

 

And taking this approach actually requires us to expand our perspective, both in terms of time – 

considering developments well past the last few years – and in terms of markets – understanding 

the differences among markets, rather than simply excusing them as an inevitable consequence 

of different products and structures.  You know if we stand actually too close to the particular 

problems in a particular market at a particular time, we may well fail to fully understand the 

broader forces that are at work and the regulatory choices that are available. 

 

So consider the connection that some have asserted between the rise of high-frequency trading 

and the implementation of Regulation NMS in 2007.  Regulation NMS, as most of you know, is 

the Commission’s most recent comprehensive set of rules designed to carry out our statutory 

mandate to establish a national market system for equities.  Regulation NMS includes a so-called 

trade-through provision that generally prohibits trades at prices inferior to the best quoted prices.  

Some have argued that this provision facilitated the fragmentation of volume among many new 

trading venues, enabling high-frequency traders to flourish to exploiting the fastest connection 

among these venues.  Given the current prevalence of high-frequency traders in our equities 

markets – some put the number, by the way, at about 50% of daily volume – one might 

reasonably ask indeed whether Regulation NMS did in fact change the rules of the game in favor 

of speed. 
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As a regulator assessing our markets, however, we cannot rely simply on the temporal 

juxtaposition of Regulation NMS and high-frequency trading.  The issues and forces at play are 

more complex.  This can be seen actually in the data from other markets both in the United 

States and around the world, many of which are also now characterized by high levels of high-

frequency trading, but none of which have their own Regulation NMS.   

 

In this light, the rise of high-frequency trading emerges as a more complicated story than simply 

the unintended consequences of regulation.  Take, for example, the E-Mini S&P 500 futures 

contract, which is one of the most actively traded products in the United States, and which is not 

subject to Regulation NMS or SEC oversight.  And unlike trading in the equity markets, which is 

spread among multiple exchanges and off-exchange venues, all trading in the E-Mini is 

centralized on a single market, the Chicago Mercantile Exchange.  The CME does not use the 

pricing structure – you may have heard of the maker-taker model – used by most U.S. equities 

exchanges.  Indeed, in most respects, the market structure for the E-Mini is nothing like the 

market structure for U.S. equities, yet empirical studies indicate – very much like the equities 

markets – that high-frequency trading firms account for more than 50% of E-Mini trading. 

 

Now comparisons like, I think, this rather basic one demonstrate the need for really a wider lens  

in evaluating market structure issues and proposals for changes.  That wider lens immediately 

and inevitably brings competition and technology into view. 
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Perhaps nowhere has the impact of the forces of technology and competition been more profound 

than in how intermediaries have changed, and intermediation has changed over the last 20 years 

in equities and listed options.  At least since 1934, when Congress first mandated regulation of 

trading in the U.S. securities markets, intermediation has been defined by respective functions of 

exchanges, brokers, and dealers.  Exchanges provide facilities that bring together purchasers and 

sellers of securities, generally for a specified fee.  Brokers, as we all know, are agents.  They 

engage in the business of effecting transactions in securities for the account of others, generally 

for an explicit commission.  And dealers are principals, they engage in the business of buying 

and selling securities for their own account, and generally are compensated implicitly through 

trading profits.  And some of these dealers are high-frequency traders. 

 

Now to complicate things a bit further, the neat lines that Congress drew in 1934 have not 

resulted in models of intermediation that are clear-cut or uniform across securities markets.  

Most obviously, the functions of broker and dealer have often been combined.  There is a reason 

why we call them broker-dealers.  The conflict between investors’ interests and the 

intermediary’s interests that can be created by this dual role has been a source, frankly, of serious 

concern since the SEC was created.  Another type of dual role and conflict has arisen when 

exchanges and dealers have acted collectively to control competition among dealers in setting 

their prices, as occurred in the 1990s. 

 

In addition to conflicts of interest, intermediation – when it is unnecessary, inefficient, or 
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uncompetitive – can also unnecessarily increase the costs to investors.  The explicit fees charged 

by exchanges and brokers, for example, may be excessive in the absence of effective 

competition.  Serious concerns have also been raised about excessive intermediation by dealers. 

 

So given the importance of intermediation in our markets and the related persistent concerns of 

conflicts of interest and investors’ costs, we must continually rethink the way we look at 

intermediation.  In particular, for a given market, we must ask whether intermediation has 

appropriately harnessed competition and technology in the service of investors.  Are the benefits 

being realized by investors?  Are there unintended consequences that are adversely affecting 

investors?  Is regulation appropriately tailored to the competitive dynamics and technological 

developments of the market?  You know, stepping back to look at the contrast between actually 

the equity and fixed income markets may actually help us better understand these questions and 

the inherent complexities of the regulatory decisions of the SEC. 

 

In the U.S. equity markets, competition and technology have had a profound effect over many 

years, generating enormous benefits for investors and issuers.  Equity markets today are host to a 

diverse set of exchanges and alternative trading systems that match buyers and sellers.  Dealer 

intermediation is substantial in both types of matching venues.  But many orders are not 

intermediated on these matching venues.  They are being executed by broker-dealers before they 

ever reach such a venue.  Off-exchange trading now represents more than 35% of equity volume, 

compared to just 25% five years ago, and the majority of this volume reflects broker-dealers 
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executing directly the orders of both retail and institutional traders. 

 

So today, even in the very lively debate about the various aspects of equity market structure, one 

would be quite hard-pressed actually to find concerns being expressed about a lack of 

competition among equities exchanges and other intermediaries, or that they have failed to take 

advantage of new technologies.  At least with respect to exchanges, this is actually a major 

change from the past, where a primary concern was for years the potential for dominant markets 

to stand in the way of the forces of technology and competition.  This was certainly a concern in 

the forefront in 1975, when Congress amended the Exchange Act to direct the Commission to 

facilitate the creation of a national market system.  And it continued into the adoption of 

Regulation NMS, with fears that competition sparked by the new rules would be limited to the 

New York Stock Exchange and NASDAQ.  Well, we’re now living in a much different world, 

where many are questioning whether the pendulum has swung too far and we have too many 

venues, creating unnecessary complexity and costs for investors. 

 

Over the last 40 years, the SEC has worked hard to further the statutory objectives of the national 

market system, which include the efficient execution of transactions, price transparency, 

competition, best execution, and an opportunity for investors to meet directly.  But, as previous 

Commissions have noted repeatedly, these objectives are not entirely aligned.  

 

In particular, the goal of competition among trading venues can lead to what we generally all call 
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fragmentation, where orders may be spread among competing venues.  Too much fragmentation 

may in turn detract from efficient execution and opportunity for investor orders to meet directly 

by creating opportunities for excessive intermediation. 

 

The SEC has sought paths to balance these objectives in advancing the interests of investors.  No 

one, however, could credibly claim that this task is an easy one.  For example, one serious 

challenge arose in the 1990s in the market structure for NASDAQ-listed stocks.  Certain dealers 

on NASDAQ had taken action to discourage competition on quotes and to maintain wider 

spreads, which helped preserve compensation for the dealers as intermediaries providing 

liquidity. 

 

Institutional investors responded to the increases in their trading costs caused by the wider 

spreads, finding ways to directly negotiate better prices with different dealers and take advantage 

of an alternative trading venue known as an ECN – an electronic communication network.  

While both institutional investors and dealers traded on the ECN, retail investors had no access 

to the more favorable prices quoted on the ECN.  But brokers that handled retail orders directly 

benefitted from the artificially wide spreads created by the collusive scheme because they either 

traded with their customers directly as dealers or sold their order flow for a fee to other dealers.   

 

Now the SEC ultimately addressed these issues actually in 1996 by requiring the NASDAQ 

quoting system be opened up to prices of all participants, not just dealers, and by emphasizing 
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that brokers that handled retail order flow were required to consider opportunities for price 

improvement on the displayed prices.  These steps served to empower the ECNs, unleashing 

competitive forces that led to a major shift in trading volume from the NASDAQ dealers to the 

ECNs. 

 

By 2004, multiple competing ECNs and NASDAQ matching systems shared approximately 70% 

of volume.  Trading on these matching systems was highly automated.  ECNs disseminated 

market data directly to their subscribers, as well to the public.  ECNs also used the pricing 

structure used today by most exchanges.  Finally, the speed and electronic nature of the ECNs 

proved attractive to proprietary firms that engaged in high-volume algorithmic strategies.  Before 

long, these firms became known as high-frequency traders. 

 

If these key features of the equity market structure in 2004 that I’ve just been talking about 

sound familiar to you, they should.  Though it originated well before Regulation NMS was 

implemented in 2007, that structure is very similar to what we have today, and it was created 

through intense competition and tremendous technological changes, not just SEC actions. 

 

We are addressing a number of fundamental issues in our comprehensive review of equity 

market structure.  But, as we examine those issues through our wider lenses, this thumbnail 

history suggests, I think, at least two current lessons for our approach.  First, even if it were, even 

if it were a desired objective, the impact of technology and competition on intermediation in our 



The Economic Club of New York – Honorable Mary Jo White –  June 20, 2014              Page 12  

 

 

modern equity market structure cannot be undone by and through minor regulatory surgery.  It is 

the culmination of over a quarter century of evolution, much of which has benefitted investors.  

Second, given the pace of technological change and intensity of competition in the equities 

markets, we must always focus on ensuring that our rules are keeping pace.  If they do not, as 

they did not with the advent of electronic trading, our obligation to ensure that our markets 

continue to serve investors and companies will be compromised.  

 

So with our expanded regulatory lens that I’ve been talking about, let me now just turn really 

very briefly to consider the fixed income markets, where there is no equivalent of Regulation 

NMS, and the nature of intermediation has changed actually relatively little over the years.  It’s 

important to remember that, while almost 7,000 issuers currently have $27.8 trillion of securities 

trading on our equity exchanges, there are also more than 40,000 corporate bond issues 

outstanding, totaling approximately $11.3 trillion in principal amount, and more than one million 

municipal bond issues outstanding, representing about $3.7 trillion in principal amount. 

 

Trading in these massive fixed income markets, however, has really remained highly 

decentralized, occurring primarily through dealers, where costs of intermediation are much more 

difficult to measure than in other more transparent venues.  And while transaction prices for both 

corporate and municipal bonds are now available to investors shortly after the trade occurs, the 

amount of pricing information available before a trade – bids and offers – is very limited, and is 

certainly not widely available to the investing public. 
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Here, in contrast to the equity markets where the concern perhaps is whether technology and 

competition have taken us too far, one might instead ask for the fixed income markets whether 

the transformative power of these forces have been allowed to operate to the extent it should to 

benefit investors. 

 

You know it’s striking that the dramatic technological advances that have transformed the equity 

markets really over the past decade have had only a modest impact on the trading of fixed 

income securities. While today there are a number of electronic systems that facilitate trading in 

fixed income securities, they tend to be inventory-based, providing information primarily on the 

bonds their participating dealers would like to sell.  In addition, information about the trading 

interest reflected on these systems often is restricted to participating dealers and select 

customers.  So although new technologies are gradually being incorporated into the trading of 

fixed income securities, producing efficiencies and some pre-trade pricing information, it 

appears that they are primarily being used to support the traditional dealer model.  

 

So I am, therefore, concerned that in the fixed income markets, technology is being leveraged 

simply to make the old, decentralized method of trading more efficient for market intermediaries, 

and its potential to achieve more widespread benefits for investors, including the broad 

availability of pre-trade pricing information, lower search costs, and greater price competition – 

especially for retail investors – is not being realized. 
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To partially address these concerns, and to help assure that investors receive the best prices 

reasonably available, I’ve asked FINRA and the MSRB to prioritize their constructive, ongoing 

work on two important, but in my opinion readily achievable, initiatives to improve the quality 

and transparency of the prices received by investors. 

 

First, to ensure that brokers are subject to meaningful obligations to achieve the best executions 

for investors in both corporate and municipal bond transactions, we will be working closely with 

the MSRB in the coming months as they finalize a robust best execution rule for the municipal 

securities market, and with FINRA and the MSRB as they work together to provide practical 

guidance on how brokers might effectively best achieve best execution.  The development of a 

workable best execution rule for both the corporate and municipal bond markets is vital for the 

protection of investors and enhancing price competition. 

 

Second, to help investors better understand the cost of their fixed income transactions, we will 

work with FINRA and the MSRB in their efforts to develop rules by the end of the year 

regarding disclosure of markups in riskless principal transactions for both corporate and 

municipal bonds. These transactions occur when dealers buy and sell a fixed income security at 

substantially the same price and time to fill two customer orders.  Markups – the dealers’ 

compensation – for these transactions can be readily identified because they are based on 

different prices on the two contemporaneous transactions, which already must be reported 

promptly to FINRA and the MSRB for public posting after the trade. 
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This information should help customers assess the reasonableness of their dealer’s compensation 

and should deter overcharging.  The need for markup disclosure is increasingly important as 

riskless principal transactions become more common in the fixed income markets.  And the 

importance of markup disclosure is especially pronounced in the current low-yield environment, 

where the amount of an intermediary’s compensation can have a measurable impact on the yield 

that an investor receives. 

 

More broadly, we must take steps to ensure that the benefits of technological advances are 

realized by all investors in the fixed income markets.  Accordingly, I have asked the staff to 

focus on a regulatory initiative to enhance the public availability of pre-trade pricing information 

in the fixed income markets, particularly with respect to smaller retail-size orders.  This 

initiative, by the way referenced in the Commission’s 2012 Report on the Municipal Securities 

Market, would require the public dissemination of the best prices generated by alternative trading 

systems and other electronic dealer networks in the corporate and municipal bond markets.  This 

potentially transformative change would broaden the access to pricing information that today is 

only available to select parties. 

 

I am acutely aware, as we go about this, of the need to carefully calibrate any regulatory proposal 

in this area to best achieve our regulatory goals and minimize unintended consequences.  We’ll 

engage in thorough discussions with market participants as well as careful staff analysis of the 

pricing data already available to assess how best to achieve our regulatory objectives.  But 
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properly implemented, rules providing for better pre-trade pricing transparency have the 

potential to transform the fixed income markets by promoting price competition, improving 

market efficiency, and facilitating best execution. 

 

So the overall goal is to fully understand the role of technology and competition in today’s 

markets and to help these powerful forces work for investors in every securities market, 

including in the fixed income markets.  And I think only with this broader perspective – one 

guided by the daily experience of investors – will we ensure that our securities market structure 

continues to support a strong, growing global economy.  And at the SEC, we are fully and 

continuously committed to that objective.  Thank you very much for listening. 

 

QUESTION AND ANSWER SESSION  

 

BILL DUDLEY:   Thank you very much, Chair White, for those very relevant, clear, and 

insightful comments.  As is our custom, two members have been selected to question the chair.  

Floyd Norris, who is the Chief Financial Correspondent of The New York Times, over here, and 

Glenn Hutchins, the co-founder of Silver Lake and a member of the Economic Club Board 

sitting over here.  Also if you have a question, you can email it to questions@econclubny.org.  

That’s econclubny.org.  And our President Jan Hopkins may select it and read it.  Floyd, you’re 

the first questioner, please. 

 

mailto:questions@econclubny.org
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FLOYD NORRIS:   Thank you, Chair White, for an interesting speech.  The Commission’s 

proposed rules on money market funds, that the presidents of the Federal Reserve Banks argue 

are too weak and could worsen the situation if there were another financial crisis, at the same 

time the money market fund industry would rather the Commission do nothing, what are your 

views on what needs to be done?  And do you think the Commission will be able to get a 

majority vote to do anything? 

  

THE HONORABLE MARY JO WHITE:   Can I say they both lose?  And yes.  The answer is 

we are currently, as a Commission, quite actively engaged in finalizing the money market fund 

rules, and I expect in the near term that adoption will occur.  Clearly in the process of doing that, 

we’ve taken very seriously all the comments we’ve received including the concerns expressed, I 

think, by among others some members of the Federal Reserve Banks, maybe all of the Federal 

Reserve Banks, in terms of whether the fees and gates aspect of our alternative proposals in the 

proposal might run a risk of preemptive runs.  And so we’ve certainly taken that in.  Our 

economists have analyzed that and we’re, you know, quite focused on those issues, and frankly 

all the other issues that have been raised during the comment period.  But I do have a good 

confidence level that we will be proceeding in the very near term with an adoption of a very 

robust rule. 

 

GLENN HUTCHINS:   Chairman White, thank you.  You’ve talked about an ambitious agenda.  

I think today, if I got you right, a comprehensive review of equity market structure.  And you’ve 
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talked in the past about looking into high-frequency trading, dark pools, payment for order flow 

which you mentioned again today.  Today you also brought up the fixed income markets.  You 

have a reputation, not for talk, despite your great speech today, but for action.  And the market 

participants here are wondering how you’ll prioritize the items on your agenda.  Over what time 

frame and in what sequence can they expect to see you take action?   

 

THE HONORABLE MARY JO WHITE:   Well, there are, as you know, many competing 

priorities, very important ones, that the Commission has before it, actually including the 

completion of the mandated rule-making that the SEC received under the Dodd-Frank Act and 

the Jobs Act, and they are proceeding.  Money market fund rule making, I just mentioned, is not 

a mandated rule-making but obviously a very high priority.  I will say this about the market 

structure initiatives.  I mean this is a really across the markets set of issues that I focused on 

actually before I came to the SEC and made one of my immediate priorities for us to come 

thoroughly to grips with those in a data-driven, disciplined way, but nevertheless intensively.  I 

think we also have, maybe rarely, but we have I think all five of our commissioners who have 

spoken publicly about how high a priority the range of market structure issues.  Now that 

includes some things we didn’t talk about today too.  You know, for example, we have a 

proposed rule, SCI, that deals with requiring enhanced safeguards over technological systems of 

the exchanges and the large alternative trading systems, you know, to really ensure that the 

technology that connects our very interconnected market is as robust as it can be, redundant 

where it needs to be, and so that is a very high priority for us as well.  I mean there’s no question  
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you can’t do everything at once, but I think, I hope you’re right in your assessment of me from 

my past, I mean I’m very focused on being able to accomplish everything we’ve spoken of today 

and the things I’ve added to the list, you know, within the next, certainly the next year or two.  

Now some of them will be much sooner than others obviously because you have to, you know, 

proceed in a sequence.  And money market funds, as I mentioned, is a very near term expectation 

of moving forward. 

 

FLOYD NORRIS:   Madam Chair, the SEC often grants waivers to banks and brokerage firms 

that run afoul of your rules or criminal laws, that free the banks from provisions of the law that 

would otherwise either deny them privileges or perhaps remove them from certain parts of their 

business.  Could you discuss your general views on such waivers and whether you think the 

Commission should announce whatever waivers they’re granting at the same time as they 

disclose a settlement with a bank or brokerage firm?   

 

THE HONORABLE MARY JO WHITE:   Two main questions there.  I mean the first is that 

either by statute or regulation where certain automatic disqualifications would occur, it doesn’t 

apply just to banks but whomever – there’s also a provision for waivers and there are standards 

that are set forth with respect to those waivers – they tend to arise, they’re not enforcement 

remedies, but they tend to arise in connection, you know, with enforcement actions either by us 

or some other agency.  And then the focus is really on, per the standards of the statute or per the 

standards of the regulation, should the fact of that enforcement action also mean that a waiver 
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should not be granted if it’s asked for to permit the particular company to engage in some other 

aspects of its business.  I think it’s very important and I think we do regard the waiver process, 

when a waiver is requested, we need to be very robust in our review of those, very faithful to 

those standards, and I think we are.  I mean it’s very case by case to some degree, although we 

do have policy statements to guide both the public, I think, and those who might apply for those 

waivers, and make those decisions per those standards, and I think we do, do that.  Now in terms 

of the timing and the transparency, and I know, Floyd, I know you’ve raised that, I think, in one 

of your columns as well, I mean it’s, first, if a waiver is granted, it’s posted as soon as it’s 

granted on our website.  Now because of the nature, again I say they’re not enforcement 

remedies, so you’ll often have our division of investment management at least as the line, group 

of staff that’s analyzing this.  The Commission does some of these themselves.  Some of it’s by 

delegated authority.  The timing isn’t always the same.  So you may have an enforcement action 

that’s resolved, a request for waiver may come in later, even if it’s associated with our 

enforcement action.  If it’s some other agency’s enforcement action, obviously there’s not an 

enforcement action to attach it to at the same time.  One of the things that I’ve done, though, is to 

try to make sure that it’s, to the extent one can, that, that information is available at the same 

time when we do have an enforcement action pending. 

 

GLENN HUTCHINS:   So a number of us in this room are directors of public companies, and 

we have observed over the years how the role of proxy advisors has grown.  At the same time, 

the standard setting for all of us is opaque, it’s inaccessible.  It seems to have a fair amount of 
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conflict associated with it and remind us of issues that your predecessors had to deal with first 

with accounting firms and later rating agencies.  And how do you view this issue and what do 

you think the role of the SEC is in connection with it? 

 

THE HONORABLE MARY JO WHITE:   Well, the issues that have been raised with respect to 

proxy advisor, we actually had a roundtable in December, I thought it was a very constructive 

roundtable.  Representatives from the proxy advisory firms were there.  Issuers were there.  

Investors were there.  And good discussion of a number of those issues.  Since then, under my 

direction, the staff has been focused on what next steps the SEC should take in this space.  

There’s also sort of going on, both before that roundtable and afterwards as you know, a lot of 

dialogue between the companies, the investors, and the proxy advisory firms about how the 

process might be improved by those discussions and having those issues brought to bear.  Proxy 

advisory firms are enormously important, but there also have been issues that have been raised 

that need attention.  And so I’m currently sort of reviewing the output from the staff on that.   

 

FLOYD NORRIS:   Madam Chairman, some advocates of international accounting standards 

hope you’re going to come through for them and at least allow some American companies to use 

international standards rather than the U.S. GAAP.  Can you talk about your attitudes on that? 

 

THE HONORABLE MARY JO WHITE:   Yes, I can.  And there’s been a bit of activity in that 

space recently too, right?  I think you did a column on that as well.  But passing that, what I’ve 
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said about that, Floyd, and I’ll repeat it here again, I think the Commission last spoke on that 

issue as a Commission in 2010, as to whether, now as most of you, probably all of you know, I 

mean the foreign private issuers can now use IFRS and do not have reconcile to U.S. GAAP.  So 

the United States is a great user and investor and reviewer of IFRS in that context.  The 

remaining obviously big issue is whether, and if so how and to what extent, IFRS is to be, might 

be extended to the domestic issue because that’s really the, you know, that issue that’s there.  

What I’ve said is it’s a high priority for me, and it is, to get the Commission in a position to 

speak further on this issue in the very near term.  I can’t tell you what that statement will be at 

this point in time, but I think it’s a very high priority for the Commission to make a statement 

and provide a clearer explanation as to exactly where the Commission is.   

 

GLENN HUTCHINS:   One of the SEC’s most important, and of course, confidential jobs is to 

police the markets and enforce securities laws through enforcement.  In fact, the SEC is one of 

the few federal agencies with independent litigating authority.  At least one federal judge has 

questioned in the past how the SEC has used its authority, although the Second Circuit recently 

disagreed, you bring more high level... 

 

THE HONORABLE MARY JO WHITE:   Did you want to repeat that last part...? 

 

GLENN HUTCHINS:   The Second Circuit has recently disagreed.  Okay.  You bring a lot of 

high level enforcement experience to your job as chairman, more than anyone in recent history.  
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Can you share with us the principles and priorities you intend to apply to your enforcement role? 

 

THE HONORABLE MARY JO WHITE:   I mean I guess I would say generally first that I think 

it’s enormously important for the SEC, all law enforcement agencies, but the SEC, to be a very 

strong credible enforcer of the federal securities laws.  And I think I used, I think at the...these 

always come back to haunt you a little bit, but I think at my confirmation, bold and unrelenting 

in terms of enforcement.  And I mean that.  It should be done clearly fairly and based on 

evidence, but it really is important to not only punish the wrongdoers that are before you as a 

result of an investigation and enforcement action, but to send a very strong message of 

deterrence.  One of the reasons that I changed actually the settlement protocol from a pretty 

much universal unless there was a parallel criminal action, no admit, no deny, to requiring 

admissions in certain cases where I thought, or we think that there’s a particular need for public 

accountability.  We’ve set forth some parameters.  It’s clearly an evolving protocol.  We’ve 

done, you know, I think about ten, I think, very significant cases so far under that protocol.  

There clearly are going to be more because I think that public accountability is both important to 

the strength of the message of deterrence and for the credibility of a strong law enforcement 

agency.  The other thing that we’ve tried to do also is to look kind of across the many regulations 

that we have and they’re very important ones, and if there is a situation where there really is kind 

of non-compliance, kind of a pattern of non-compliance, even if it isn’t the biggest fraud which 

we’ll never ignore, obviously they’re always prioritized, that we really bring where necessary 

and appropriate enforcement attention on those too to send that message that these regulations 
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are there for a reason.  They’re there to protect investors and the markets and you should 

conform with those.  So we’re trying to, you know, be, we can’t be everywhere, we have limited 

resources obviously, but really try to...you know, I came into a very strong enforcement program, 

the SEC, I mean obviously everybody always wants more, or some people always want more.  

But if you look at the SEC’s record in the financial crisis cases, very impressive, very 

impressive.  Three billion dollars basically in disgorgement and civil penalties ordered to be 

returned to harmed investors.  I think 170, approximately 170 entities and individuals charged 

including about 70, you know, CEOs and other senior executives.  That’s a very strong record.  It 

needs to be a very strong record.  I mean obviously there are, you know, complaints about why 

isn’t there more.  There always will be.  So I think it’s, you know, bottom line, kind of full stop.  

It’s enormously important and I’ve tried to add value to it, that the SEC’s enforcement program 

be as strong as possible.  

 

FLOYD NORRIS:   Madam Chair, you spoke of putting in new rules on the bond market to 

increase disclosure on trading.  I suspect the Wall Street firms will be worried about that as 

removing a substantial part of their profits.  I’m just wondering, do you think that the 

Commission’s job is at all to try to assure that these firms have a chance to be profitable?   

 

THE HONORABLE MARY JO WHITE:   What a question!   All of our rule-making, I mean we 

have a familiar tri-part, and frankly it’s broader than that now, mission to protect investors and 

ensure the fair and orderly functioning of our markets and to facilitate capital formation.  When 
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we do any rule-making, usually by law but certainly by policy, you know we balance what we’re 

trying to accomplish for the benefit of investors with market impacts.  We do very careful legal 

and economic analysis on all of our rules.  We take into account, you know, all those factors, all 

those arguments that get made and try to fulfill our regulatory objectives as I sort of outlined in 

the speech, but also take account of doing it in the most cost effective way that we can.  But 

clearly regulation has costs associated with it and that’s a necessary part of it.   

 

PRESIDENT JAN HOPKINS:   I have a question from the floor about Argentina.  What is your 

view on the potential impact for foreign issuers in the U.S. market in light of the Supreme Court 

decision on Argentinian debt? 

 

THE HONORABLE MARY JO WHITE:   I’m allowed one punt, right?  I actually have a 

meeting on that on Monday, so I don’t want to give an opinion here today.  Obviously I’m aware 

of the opinion, you know, have studied it.  Again I think, Floyd, you’re prolific, I think you have 

a column on this as well which I’ve also read.  And very good issues raised with respect to that, 

but stay tuned I guess. 

 

PRESIDENT JAN HOPKINS:   So I’ll ask another one.   

 

THE HONORABLE MARY JO WHITE:   I knew that was too easy, right?    
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PRESIDENT JAN HOPKINS:   The SEC has successfully settled a number of cases relating to 

wrongdoing that preceded and in some cases contributed to the financial crisis.  Can you please 

share with us what steps the SEC is taking to get those funds to the parties that suffered 

economic harm as a result of the actions that led to the settlement? 

 

THE HONORABLE MARY JO WHITE:   And this is actually receiving quite a bit of my 

personal attention because it takes longer than anybody wants to in most of these situations to get 

monies returned, so we’re doing a number of, what I would call enhancements, to try to speed up 

that process.  I mean, you know, it is a very...I mean for example, last year we received orders to 

return $3.4 billion, and because of our fair fund mechanism that’s all returnable, if collected, you 

know, to harmed investors.  I think we’ve so far collected about $2 billion of that so we have 

both the collection and sometimes, sometimes we get the money if we can, obviously any time 

we can, you know, up front, and then return it as promptly as we can.  By the way, compared to 

that $3.4 billion in orders of returned funds, our budget is $1.3 billion.  So, you know, we need a 

bigger budget too, but we really are focusing on trying to streamline that process as much as we 

can, both in the collection end and the return end.  You obviously have to, you know, have the 

claims vetted, you know, for being bona fide claims, but anything we can do to sort of speed that 

up at both ends, we’re trying to do.   

 

BILL DUDLEY:   I think we can say, asked and answered.  Thank you, Floyd and Glenn and 

Chair White.  The next meeting of the club will be next Tuesday, June 24 for a breakfast at the 
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Hyatt with one of our members and my colleague, Charles Plosser, CEO of the Federal Reserve 

Bank of Philadelphia.  Thank you all for coming and enjoy your lunch.   


