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[bookmark: _Toc155313183]US Financial Reform Laws and Regulations Enacted after Global Financial Crisis 2008
Amid the economic collapse of 2008, the United States saw a critical reform of regulatory requirements. These witnessed their presence in the domains of many critical legislation, regulations, and reforms that focused on addressing various sorts of risks in the area of finance to prevent future difficulties and comparable emergencies. The "Dodd-Frank Wall Street Reform" and the "Consumer Protection Act" were two substantial pieces of reform legislation enacted during this period (Schapiro, 2012). 
The Dodd-Frank Wall Street Reform and Consumer Protection Act
The Wall Street Reform and Consumer Protection Act, commonly known as the Dodd-Frank Act, is a thorough financial reform law passed in 2010 in the United States. Its implementation was prompted by the 2007–2008 financial crisis, which severely impacted the American economy, resulting in the loss of trillions of dollars and millions of jobs for the American people. Its primary objectives are to fortify financial stability, augment transparency and accountability within the financial apparatus, and curtail the concept of institutions deemed "too big to fail" (Schapiro, 2012). The Dodd-Frank Act is an aspect of significant legislation with numerous provisions aimed at promoting financial stability, protecting consumers, and reforming distinct elements of the economy. The Dodd-Frank Wall Street Reform and Consumer Protection Act consists of 16 titles, each addressing specific aspects of financial regulation, consumer protection, and systemic risk. 
The Dodd-Frank Act encompasses four principal domains of reform, delineating critical measures to address vulnerabilities in the financial system. Firstly, regulatory reforms are instituted with the explicit objective of enhancing the oversight and management of systemic risk. This encompasses mechanisms and protocols geared towards identifying, monitoring, and mitigating risks that could potentially undermine the stability of the financial system. Secondly, the legislation introduces a novel federal resolution authority, strategically designed to facilitate the orderly winding down of systemically important firms. This resolution framework seeks to mitigate the adverse effects of the failure of such entities, thereby averting systemic contagion and preserving financial stability. The third key facet of reform within the Dodd-Frank Act pertains to the establishment of a comprehensive regulatory framework targeting hitherto under-regulated segments of the financial landscape, colloquially referred to as "shadow banking" markets. This regulatory ambit extends to components such as derivatives and repurchase agreements ("repos"), aiming to bring these elements within the purview of effective oversight, thereby curtailing potential sources of systemic risk. Lastly, the Dodd-Frank Act incorporates a significant reform in the form of a newly instituted consumer financial protection agency. This agency is specifically designed to safeguard the interests of consumers in the financial marketplace, ensuring transparency, fairness, and protection against predatory practices (Barr, 2012). Key Provisions of the Dodd-Frank Act are as follows;
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(Source: (Guynn, 2010))
Financial Stability Oversight Council (FSOC) Act
Following the 2008 financial crisis, the Financial Stability Oversight Council (FSOC) was formed in 2010. Its goals include examining possible threats to financial stability in the United States, focusing on important, interconnected bank holding companies and nonbank financial organisations, supporting market discipline, and resolving developing concerns. FSOC is not a distinct regulator, but rather a council of regulatory organisations that is required by law to convene on a regular basis. Its responsibilities include detecting regulatory gaps, developing supervisory priorities, closely monitoring local and international financial regulatory initiatives, conducting in-depth research and reporting on significant topics, and supervising financial markets. It also regulates non-bank financial companies and financial enterprises, identifying systemically essential financial market commodities and payment, settlement, and delivery operations.  (Polski & Elbarasse, 2012).
Volcker Rule
The term "Volcker Rule" pertains to a particular provision within the Dodd-Frank Wall Street Reform and Consumer Protection Act, legislated in response to the 2008 financial crisis. The primary aim of this rule is to mitigate the potential for a recurring economic downturn by curbing the propensity of financial institutions to undertake undue risks. Specifically, the Volcker Rule imposes restrictions on banks, limiting their capacity to invest in or sponsor hedge funds and private equity firms, and precluding them from participating in proprietary trading activities (Manasfi, 2013).
Basel III
In accordance with Howard (2014), Basel III, an international regulatory framework crafted by the Basel Committee on Banking Supervision, primarily endeavors to enhance the stability and resilience of the global financial system. The pivotal aim of Basel III lies in the imposition of additional constraints designed to forestall the insolvency of financial institutions amidst periods characterized by liquidity crises. Although the Basel III banking regulations were meticulously formulated by the Basel Committee on Banking Supervision as an extensive framework addressing the adequacy of bank capital on a worldwide scale, it is imperative to acknowledge their potential far-reaching implications on corporate governance.
Basel III fortifies the existing banking regulatory framework by employing two fundamental mechanisms. Firstly, it entails an augmentation in the quantum of common equity that a bank is obligated to retain in proportion to its risk-weighted assets (RWAs). Secondly, it mandates an elevation in Tier 1 capital ratios (Howard, 2014).
Emergency Economic Stabilization Act (EESA)
According to Copeland (2008), the Emergency Economic Stabilisation Act (EESA) of 2008 emerged as a pivotal legislative response by the United States Congress to the profound financial crisis of that year. Enacted on October 3, 2008, under the nomenclature of the Troubled Asset Relief Programme (TARP), this measure aims to safeguard property values, college funds, retirement funds, and life savings. Additionally, its objectives encompass the preservation of homeownership, promotion of job creation and economic growth, maximization of taxpayer returns, and assurance of public accountability. 
The EESA established two entities, namely the Financial Stability Oversight Board and the Congressional Oversight Panel, entrusted with the comprehensive oversight of the stability program. The Troubled Asset Relief Programme served as the primary mechanism through which the EESA was operationalized, involving capital injections to stabilize financial institutions and providing assistance to homeowners with the aim of reducing mortgage default rates (Copeland, 2008). The Act includes measures to encourage problematic debt refinancing in order to avoid seizures and stabilise the housing market. However, this Act was a significant measure of the post-2008 financial meltdown, attempting to restore financial system confidence and stability through the purchase of distressed assets and the deployment of TARP.
Mortgage Market Reforms
The Dodd-Frank Act, enacted in response to the financial crisis of 2007-2008, encompasses provisions directed at reforming residential mortgage lending and securitization practices. The legislation introduces liability protection for lenders engaged in the origination of mortgages meeting nine specified criteria, known as Qualified Mortgages, which pertain to the debtor's capacity to make payments. Furthermore, the Dodd-Frank Act mandates that securities linked to mortgages failing to meet specific criteria associated with lower default risk must retain a minimum of 5 per cent of the credit risk. However, the exact percentage may be subject to variation by federal rulemaking agencies. Some of the key provisions related to mortgage market reform in the Dodd-Frank Act are:
· Qualified Mortgage Criteria: The Act provides debt protection for debtors in relation to mortgages that meet certain requirements related to the debtor's capacity to make payments; these mortgages defined as "qualified mortgages."
· Credit Risk Retention Requirements: The Act mandates that entities engaged in the securitization of mortgages retain a portion, at least five per cent, of the credit risk associated with the securitized mortgages. However, the precise percentage may be subject to variation by federal rulemaking agencies.
· Homeownership Counselling and Cost-prohibitive Debt Regulations: The Act's objectives are to strengthen consumer protection and encourage ethical lending practices. It includes provisions pertaining to both homeownership counselling and cost-prohibitive debt management.
These legislative measures were designed to rectify issues that prompted to the economic downturn, including imprudent lending practices and the securitization of precarious mortgages. By establishing rigorous lending standards and endorsing responsible lending practices, the Dodd-Frank Act aspired to instil stability and enhance consumer protection within the mortgage market (U.S. Government Accountability Office, 2011)
[bookmark: _Toc155313184]European Union’s (EU) Regulatory Response to Stabilise its Financial System after Global Financial Crises 2008.
Following the economic collapse of 2008, the EU assumed an essential position as an international leader. To tackle the shortcomings in its financial system, the European Union (EU) put in place a wide range of legislative, regulatory, and contractual measures. The EU's comprehensive reforms played a pivotal role in bringing stability back to the banking industry in the area. Furthermore, they wielded substantial influence over the global financial regulatory discourse and played a pivotal role in reshaping the international economic landscape. The principal legal and regulatory measures instituted by the EU in the aftermath of the 2008 financial crisis include:
Banking Union (BU):
[image: ]
[bookmark: _Toc155301635]Figure 1: Three Pillars of Banking Union
Source: (ECA, 2020)
As per the European Court of Auditors (ECA) in 2020, the primary objective of the Banking Union is to ascertain the resilience of banks, ensuring their ability to withstand potential future financial crises. This goal aims to prevent scenarios wherein public funds, specifically taxpayers' money, are utilized to rescue failing banks. Additionally, the BU seeks to diminish market fragmentation by harmonizing regulatory frameworks within the financial sector. The overarching aim is to fortify financial stability not only in the eurozone but also across the entirety of the European Union. The Banking Union comprises three fundamental elements: the Single Supervisory Mechanism, tasked with centralized banking supervision; the Single Resolution Mechanism, designed to facilitate the orderly resolution of failing banks; and the European Deposit Insurance Scheme, aimed at establishing a harmonized system for deposit insurance across the EU.
Single Supervisory Mechanism: As part of the EU's Banking Union, the Single Supervisory Mechanism is the supranational bank supervisory body with the goals of enhancing financial integration, guaranteeing uniform supervision, and ensuring the stability and security of Europe's financial sector (ECA, 2020). It is an integral step towards wider economic convergence and banking managing standardisation throughout the Eurozone.
Single Resolution Mechanism: A key element of the EU's Banking Union is the Single Resolution Mechanism, which aims to resolve failing banks at the lowest possible cost to the economy and taxpayers. It consists of the Single Resolution Fund, the Single Resolution Board, and national resolution agencies. The main body in charge of winding up all banks monitored by the ECB is the SRB. The SRM works to safeguard taxpayers and financial stability by anticipating and managing bank failures. Resolution costs are paid for by the banking industry-funded Single Resolution Fund. It is a significant step towards an entirely unified European Union for banking services, which went online on January 1, 2016. (ECA, 2020).
European Deposit Insurance Scheme (EDIS):
The European Deposit Insurance programme is a programme that has been proposed to cover retail deposits in the banking union. It is the third element of banking unity and is intended to offer a more robust and consistent degree of insurance coverage within the eurozone (ECA, 2020).
European System of Financial Supervision (ESFS)
According to ECA (2020), The European Union developed the European System of Financial Supervision in 2010 as a revolutionary supervisory system in response to the crisis. The ESFS is a multi-tiered framework that includes both micro and macroprudential institutions, with the overriding purpose of maintaining uniform and coherent financial supervision throughout the EU. Its components include the European Systemic Risk Board, the European Supervisory Authorities, national and supervisory competent entities, and the Joint Committee of the ESAs.
The ESRB is responsible for systemic risk, which refers to issues inside the financial system that have significant ramifications for the EU's economy and the operation of its internal market. The European Systemic Risk Committee is entrusted with identifying and suggesting mitigation or reduction actions for such risks. Its responsibilities include identifying and prioritising risks, issuing warnings and recommendations, tracking how governments and national authorities address these concerns, providing opinions on the appropriateness of macroprudential policy measures, and initiating and coordinating EU-wide stress tests in collaboration with the European Securities and Markets Authority.
The European Banking Authority, the European Insurance and Occupational Pensions Authority, and the European Securities and Markets Authority are the three ESAs that were founded in 2011. This entity's primary duty is to guarantee that rules are consistently applied by EU national competent authorities and to assist with the European Parliament's work on supplemental legislation for securities laws.
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[bookmark: _Toc155301636]Figure 2: The European System of Financial Supervision (ESFS)
Source: (ECA, 2020)
The European Banking Authority is responsible for regulating banks, ensuring consistency and integrity, and promoting supervisory convergence. It contributes to developing the European Single Rulebook, monitors risks, and coordinates anti-money laundering supervision since 2020.
Through efficient regulation and supervision, the European Insurance and Occupational Pensions Authority controls coverage and occupational pension providers, monitoring cross-border insurance companies, safeguarding customers, and establishing confidence in the system of finance.
The European Securities and Markets Authority regulates the EU's financial markets, assuring investor protection and market stability. It supervises rating organisations, transactional repositories, and third-country central vendors, conducts risk assessments, discovers EU law violations, and improves regulatory coherence.
Regulation on Credit Rating Agencies (CRAs)
In September 2009, the European Union enacted Regulation (EC) No 1060/2009 concerning credit rating agencies in response to the global financial crisis of 2008. This regulation was implemented with the objective of supervising and curbing potential misconduct within the operations of CRAs, thereby ensuring the autonomy and credibility of the credit evaluation system. The primary aim was to safeguard the interests of shareholders and keep stable economy. The regulation outlined specific guidelines governing the structure and credibility of an organisation, including standards for their registration and oversight. Furthermore, it delineated the conditions under which credit ratings could be issued. In addition to these provisions, the legislation imposed stringent codes of conduct on CRAs. These codes were designed to forestall conflicts of interest, ensure the delivery of high-quality ratings, and foster transparency in both the rating process and the resultant ratings (EUR-Lex, 2009).
The rationale for the selection of the European Union (EU) nation
The examination of the European Union's reaction to the global financial crisis constitutes a crucial research focus for three primary reasons. Firstly, the EU has undertaken substantial initiatives towards the establishment of a unified European financial market. Secondly, it serves as a framework for facilitating and influencing national regulatory adjustments. Thirdly, the EU, being one of the world's largest jurisdictions, actively participates in shaping global financial regulations.
[bookmark: _Toc155313185]A critical review and the impacts of the above reforms' on the financial system and various banking institutions following the 2008 crisis. 
The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted in 2010, sought to restore stability to the financial system and fortify banking institutions Post-2008 crisis by enacting several pivotal provisions. Specifically targeting sectors implicated in the crisis, such as banks, insurance entities, and investment firms, the legislation ushered in the establishment of novel government agencies tasked with overseeing diverse facets of the financial system. Concurrently, it introduced measures geared towards enhancing the safety of the U.S. financial system for both individuals and payers of tax. Addressing the precipitating factors of the crisis, notably precarious lending practices and the necessity for public bailouts of financial institutions, the Dodd-Frank Act ushered in a comprehensive suite of regulations and regulatory bodies. This multifaceted approach aimed to instil heightened vigilance over both consumer affairs and financial markets, thereby mitigating the likelihood of a recurrence of market tumult in the future. The overarching objective was to institute a robust framework that would preclude the need for extensive government interventions and bailouts, fostering resilience within the financial sector and safeguarding the interests of consumers and taxpayers alike (Congressional Research Service, 2017). Notwithstanding its intended objectives, this Act has been subject to criticism across various dimensions. Detractors have articulated concerns, particularly focusing on the perceived regulatory burden emanating from the legislation. This critique contends that the Act may render U.S. firms less competitive on the global stage as opposed to their international rivals, thereby influencing the overall competitiveness of domestic financial entities (Investopedia, 2023). Another area of scrutiny pertains to the impact on smaller banks, as critics express reservations regarding the potential disproportionate effect of compliance with the Act's requirements on these financial institutions. There are apprehensions that the regulatory framework may place a heavier burden on smaller entities within the financial sector, potentially impeding their operational flexibility and competitiveness. Furthermore, the Act has become a focal point of debate regarding its potential economic repercussions. Assertions have been made that the legislation contributed to heightened bank fees and, in turn, reduced consumer access to specific financial services. This aspect of the criticism underscores concerns about unintended consequences and adverse effects on consumers, raising questions about the balance between regulatory measures and maintaining accessibility and affordability of financial services for the public (Financial Service Committee, n.d.).
The Volcker Rule, a component of the Dodd-Frank Act, played a pivotal part in fostering stability within the financial system and banking institutions during the 2008 crisis. By segregating risk activities from lending practices, restricting speculative investments, and augmenting systemic resilience, the rule undertook critical measures to fortify the sector. A primary strength of the Volcker Rule lies in its strategic separation of investment banking, private equity activities, and proprietary trading from the core function of lending. This segregation mitigates the potential perils associated with high-risk speculation, providing a buffer against the destabilizing consequences of excessive risk-taking within financial institutions. The rule, furthermore, instituted a restricted on private trading by depository organisations and curtailed the transaction rights of private traders at other large financial entities, effectively mitigating the likelihood of high-risk financial speculation. These measures collectively contributed to rendering the financial system safer and more stable, thereby diminishing the prospect of a recurrence of a crisis akin to the one witnessed in 2008. The rule, by addressing the interconnectedness of risky activities with core banking functions, fortified the sector against systemic risks. However, the Volcker Rule has not been immune to criticism. Detractors point to concerns regarding its impact on market liquidity, asserting that restrictions on proprietary trading may hinder the ability of banks to provide essential liquidity in financial markets. Additionally, the rule has been criticized for its perceived complexity, leading to substantial compliance costs for financial institutions. The intricate nature of the rule raises challenges in implementation and monitoring, particularly for larger banks with multifaceted operations. (Cadwalader, 2010).
The Basel III reforms have played a substantial role in stabilizing the financial system and various banking institutions in the aftermath of the 2008 crisis. These reforms were designed to fortify the governance, leadership, and risk mitigation technique practices within the banking sector, ultimately enhancing its resilience and capacity to withstand shocks originating from financial and economic stresses. Addressing the inadequacies of the pre-crisis regulatory framework, Basel III laid the groundwork for a more robust banking system, thereby diminishing the risk of adverse spillovers from the financial industry into the overall economy (BIS, 2023). 
A key aspect of Basel III was the introduction of new liquidity standards to tackle liquidity risk. The Liquidity Coverage Ratio (LCR) mandates that banks maintain an adequate reserve of high-quality liquid assets to meet short-term liquidity needs. Concurrently, the Net Stable Funding Ratio (NSFR) focuses on ensuring the stability of a bank's funding sources over a more extended period. These measures serve to mitigate the risk of bank runs and contribute to an overall improvement in liquidity management practices. Furthermore, Basel III elevated the standards pertaining to the quality and quantity of capital that banks are obligated to retain. The emphasis on common equity as the primary form of capital, coupled with the imposition of higher capital buffers, has augmented the overall resilience of banks, fortifying their ability to withstand the impact of financial shocks (The Global Treasurer, 2015). However, the Basel III reforms represent a pivotal response to the vulnerabilities exposed by the 2008 crisis. Through enhanced regulatory measures targeting liquidity risk, capital adequacy, and overall risk management, Basel III has significantly bolstered the stability of the financial system and the adaptive capacity of banking institutions in the face of economic uncertainties. The emphasis on fortifying foundational aspects of banking operations underscores the commitment to creating a more resilient and secure financial environment.
Banking Union (BU): The Banking Union (BU) represents a significant reform initiative encompassing key provisions geared towards enhancing the resilience of banks operating within the European Union (EU) and fortifying the supervision of banks alongside their risk management practices. At its core, the BU aims to mitigate the bank-sovereign vicious circle, thereby augmenting the overall security and stability of the European financial sector. Two integral components comprise the BU: the Single Supervisory Mechanism and the Single Resolution Mechanism. The SSM entails the direct supervision of the largest banks operating in the Eurozone by the European Central Bank. This mechanism seeks to establish a uniform and rigorous oversight framework, contributing to the robust supervision of significant banks. Concurrently, the SRM was instituted with the primary objective of facilitating the orderly resolution of failing banks, thereby addressing the persistent challenge of the "too-big-to-fail" problem. Furthermore, the overarching goals of the BU extend to the reinstatement of private liability within the banking sector. This strategic objective aims to reintroduce accountability and responsibility within the industry, aligning with broader efforts to cultivate a more transparent and responsible financial environment. Additionally, the BU aspires to propel the European banking sector towards a state of greater integration, fostering a harmonized and cohesive European single market in banking services (European Council, 2023). The Banking Union stands as a comprehensive reform initiative designed to fortify the resilience of EU banks, enhance supervisory frameworks, and tackle systemic issues within the European banking system. The incorporation of the SSM and SRM reflects a commitment to robust oversight and crisis management, while the broader objectives align with the principles of accountability, integration, and the creation of a unified banking market in Europe.
European System of Financial Supervision (ESFS): Following the 2008 financial crisis, the European System of Financial Supervision worked to stabilise the banking industry and the financial system by establishing the Single Supervisory Mechanism and the Single Resolution Mechanism. The SSM, which is focused on the European Central Bank, acts as the regulatory framework for the prudential supervision of banks in the eurozone. Its purpose is to strengthen bank supervision and regulation, which will increase the European banking industry's stability and resilience. The SRM, on the other hand, aims to end the "too-big-to-fail" problem by assuring the orderly resolution of failing banks. By establishing in place these rules, the ESFS has enhanced bank supervision and resolution, lowering the likelihood of further financial crises and boosting system stability (Hobelsberger, Kok, & Mongelli, 2023).
[bookmark: _Toc155313186]Impacts of the Post-2008 Crises Reforms on the Business Model of JPMorgan Chase & Co.
The Dodd-Frank Act has exerted a substantial influence on the business paradigms of JPMorgan, particularly within the realms of financial restructuring and safeguarding consumer interests. Enacted as a comprehensive response to the tumultuous events of the 2008 financial crisis, this legislation introduced sweeping and transformative reforms within the financial industry. One specific facet of the Dodd-Frank Act that has left an indelible mark on JPMorgan's operations is the Volcker Rule, designed to eradicate "proprietary trading" (Allayannis & Risell, 2017). The announcement of a $2 billion trading loss by JPMorgan highlights the difficulties involved in implementing regulatory changes of this nature and provides an immediate example of the consequences of the Volcker Rule (Elliott, 2012). Moreover, JPMorgan is obligated to undertake annual stress tests in adherence to the provisions delineated in the Dodd-Frank Act. The disclosure of the 2023 Annual Dodd-Frank Act Stress Test Results encapsulates the outcomes derived from the said stress test, a mandatory undertaking for JPMorgan Chase & Co. as stipulated by the regulatory framework established by the Board of Governors of the Federal Reserve (JPMorgan Chase & Co., 2023).
In essence, the Dodd-Frank Act has staged a transformative impact on JPMorgan’s operating model through various regulatory measures, notably the Volcker Rule and the mandated annual stress tests. These regulatory imperatives have been strategically designed to fortify the stability and oversight mechanisms governing the financial landscape in the United States.
Pre-Global Financial Crises of JP Morgan Chase & Co.
JPMorgan Chase & Co., a financial institution with its headquarters situated in New York City, assumed a pivotal role in the period preceding the financial crisis of 2008. This epoch was characterised by the emergence of challenges that affected JPMorgan, akin to the experiences encountered by numerous other banks during the same turbulent period. The institution grappled with the multifaceted implications and consequences of the crises that unfolded in the financial landscape.
In 2000, J.P. Morgan & Co. merged with Chase Manhattan Corporation to form JPMorgan Chase & Co. and in 2004, JPMorgan chase & Co. merged with Bank one (JPMorgan Chase & Co., 2023).
In the years preceding the financial crisis, JPMorgan, alongside other major financial institutions, participated in precarious lending practices and the bundling of mortgage-backed securities. These practices played a contributory role in the inflation of the housing bubble and the subsequent destabilization of the subprime mortgage market.
A paramount occurrence involving JPMorgan prior to the financial crisis was its acquisition of Bear Stearns and Washington Mutual  in 2008. During this period, Bear Stearns encountered acute liquidity challenges attributed to its substantial exposure to subprime mortgages. JPMorgan intervened by entering into an agreement to acquire Bear Stearns, a transaction facilitated with backing from the Federal Reserve Bank (JPMorgan Chase & Co., 2023).
Post-Global Financial Crises of JP Morgan Chase & Co.
Following the Global Financial Crisis of 2008, JPMorgan Chase underwent a transformative period marked by both challenges and strategic adaptations. The aftermath of the crisis saw significant shifts in regulatory frameworks, market dynamics, and public perception, all of which influenced JPMorgan's trajectory. The implementation of the Dodd-Frank Act resulted in significant modifications to the regulatory landscape. JPMorgan, being a systemically important financial institution, became subject to rigorous stress testing and heightened regulatory scrutiny. Compliance with regulatory frameworks became a focal point, and the bank undertook measures to enhance risk management, transparency, and adherence to evolving regulatory standards.
The implementation of the Volcker Rule, a key provision of the Dodd-Frank Act, impacted JPMorgan's proprietary trading activities. The bank modified its business strategies to comply with the rule's requirements, which were designed to prevent huge banking groups from absorbing excessive hazards.  (Allayannis & Risell, 2017). JPMorgan was required by regulators to perform frequent stress tests to determine its ability to rebound in circumstances of negative economic conditions. The bank bolstered its risk management practices, incorporating more robust stress-testing methodologies to ensure preparedness for potential economic downturns and financial uncertainties.
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