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Monetary 
Policy

Regulation Supervision
(Micro / 
Macro)

LOLR
• §10(b) (discount 
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• §13(3) (nonbank 

LOLR)
Asset purchases
• §14(2) (OMO, QE)
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Monetary 
Policy

Regulation Supervision
(Micro / 
Macro)

LOLR
• §10(b) (discount 

window)
• §13(3) (nonbank 

LOLR)
Asset purchases
• §14(2) (OMO, QE)

Heightened Capital 
requirements/risk-
weights
• §165 Dodd-Frank

Microprudential
• Bank Holding 

Company Act, “safety 
and soundness” 
language

Macroprudential
• stress testing 

(DFAST, CCAR)
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what’s the 
goal?
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What’s so bad about a green central 
bank?



1. Fed-Treasury relations (the specter of fiscal 
dominance)

2. Bloating of the financial stability mandate

3. Subversion of the democratic process, and sliding 
down that slippery slope

4. Bucking legitimate central banking action

5. The making of a central bank Leviathan 
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The monetary-
fiscal line is 
blurred
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EO 14,088 (“whole of government approach”), 
Jan. 27, 2021
“Together, we must combat the climate crisis with 
bold, progressive action that combines the full 
capacity of the Federal Government with efforts 
from every corner of our Nation, every level of 
government, and every sector of our economy”
EO 14,030 (instructions to FSOC), May 20, 2021
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The Financial Stability Mandate (reveals itself to be a Trojan 
horse for presidential politics)

Fed given power to act as LOLR in § 10B, § 13(3) (monetary policy for economic 
stability goals) [1930s]

Dodd-Frank Title I creates the FSOC, establishes heightened regulatory and 
supervisory requirements for institutions that pose “systemic risk” [2010]
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Federal 
Reserve Act 

“discount 
window” and 
13(3) added

13(3) GFC 
facilities

Dodd-Frank Act

13(3) covid 
facilities

20202010200819321913

Classic FS

Modern FS 1.0 Modern FS 2.0



Erosion of the Rule of 
Law and Democratic 
Processes

• End-running Congress 

• It’s a slippery slope (. . .what 
next?)

• Disguising fiscal action as a 
financial stability one
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What is 
legitimate?
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A central bank 
“Leviathan”?

19



20



21

skinnerc@wharton.upenn.edu

Twitter:  @CParaSkinner

mailto:skinnerc@wharton.upenn.edu

