
 
 

June 5, 2025 

 

The Honorable Jerome Powell 

Chair 

Board of Governors of the Federal Reserve System 

20th Street and Constitution Avenue, NW 

Washington, D.C. 20551 

 

 

The Honorable Rodney E. Hood  

Acting Comptroller  

Office of the Comptroller of the Currency  

400 7th Street, SW  

Washington, D.C. 20219  

Dear Chair Powell and Acting Comptroller Hood: 

 

We write regarding the leverage components of the current regulatory capital framework. Given 

the adverse and unintended impact these requirements can have on financial institutions’ ability 

to participate in the Treasury market, we encourage the Federal Reserve Board to carefully 

consider the need for reforms that will support liquidity in the Treasury market, especially in 

times of stress with haste. We write to gain a better understanding of how and when the Federal 

Reserve plans to adjust leverage requirements to improve Treasury market functionality. 

 

We support the U.S. prudential regulatory agencies’ mission of promoting the safety and 

soundness of our financial markets so that they may underpin a diverse, robust, and growing 

economy. Binding leverage requirements, however, can have detrimental impacts on Treasury 

market liquidity. Leverage requirements have not been updated since their inception and have, at 

times, become a binding constraint for large intermediaries of the U.S. Treasury market. Under 

the current framework, intermediaries that are critical to Treasury market stability are 

disincentivized from holding U.S. Treasuries and other low-risk assets on their balance sheets, 

which contributes to higher interest rates and increased costs across the economy.  

 

The market for U.S. Treasury securities is the world’s most important financial market. The 

health and liquidity of the U.S. Treasury market has a direct effect on borrowing costs for the 

U.S. government. With elevated interest rates and current levels of U.S. debt, borrowing costs are 

facing upward pressure. Worryingly, economists at the Federal Reserve Bank of New York have 



noted that Treasury market liquidity and functioning has “been challenged in recent years by the 

pandemic, bank failures, and interest rate uncertainty.”1   

 

The Federal Reserve previously acknowledged the constraints that current leverage ratios have 

on Treasury markets. In 2018, the Federal Reserve and the Comptroller of the Currency (OCC) 

proposed a rule aiming to better align the Supplementary Leverage Ratio (SLR) and Enhanced 

SLR (eSLR) with risk-based capital requirements.2 Then, during the height of the COVID 

pandemic, the Treasury market experienced significant constraints. Recognizing the 

consequences leverage requirements had for the already-strained Treasury market, the Federal 

Reserve temporarily excluded Treasury securities and deposits at Federal Reserve banks from 

leverage calculations. This change increased the number of banks bound by the risk-insensitive 

requirements. Upon the expiration of this temporary change in March 2021, the Federal Reserve 

announced that it would “shortly seek comment on measures to adjust the SLR.”3 As the Federal 

Reserve’s balance sheet has doubled over the past five years, assets in the banking sector have 

increased with it; however, no changes to the SLR have been proposed. In your testimony before 

the House Financial Services Committee earlier this year, you said that “[i]t's time to move on 

the eSLR. We proposed doing so several years ago, we just didn't follow through on it. So, I do 

think it's time.”4 

 

Given your comments during your appearance before the House Financial Services Committee 

and previous efforts by the Federal Reserve to modify leverage ratio requirements, we 

respectfully request responses to the following questions: 

 

1. What options are the Federal Reserve considering to address the Supplementary Leverage 

Ratio (SLR), Enhanced Supplementary Leverage Ratio (eSLR), and Tier One Leverage 

Ratio (T1L)? 

 

2. How would the adjustments to the leverage ratios that are under consideration, 

particularly with respect to U.S. Treasury Securities, affect Treasury market liquidity and 

stability? 

 

3. In addition to adjustments to the leverage ratios, what options are the Federal Reserve 

considering to increase resilience of the Treasury market and how will those options 

interact with policy changes put forward by other relevant regulatory bodies, including 

the Treasury Department and Securities and Exchange Commission? 

 

4. Does the Federal Reserve have a timeline for proposing such changes? Do you have a 

timeframe and goal for completion? 

 

 
1 Measuring Treasury Market Depth, Liberty Street Economics - Federal Reserve Bank of New York, 

https://libertystreeteconomics.newyorkfed.org/2024/02/measuring-treasury-market-depth/ 
2 https://www.federalregister.gov/documents/2018/04/19/2018-08066/regulatory-capital-rules-regulatory-capital-

enhanced-supplementary-leverage-ratio-standards-for-us 
3 https://www.federalreserve.gov/newsevents/pressreleases/bcreg20210319a.htm 
4 Hearing Entitled: The Federal Reserve’s Semi-Annual Monetary Policy Report, 12 February 

2025https://financialservices.house.gov/calendar/eventsingle.aspx?EventID=409453 

https://libertystreeteconomics.newyorkfed.org/2024/02/measuring-treasury-market-depth/
https://www.federalregister.gov/documents/2018/04/19/2018-08066/regulatory-capital-rules-regulatory-capital-enhanced-supplementary-leverage-ratio-standards-for-us
https://www.federalregister.gov/documents/2018/04/19/2018-08066/regulatory-capital-rules-regulatory-capital-enhanced-supplementary-leverage-ratio-standards-for-us
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20210319a.htm
https://financialservices.house.gov/calendar/eventsingle.aspx?EventID=409453


It is critical for our regulatory framework to safeguard our economy from excessive risk and 

leverage in the financial system. It must also ensure that the proper incentives and disincentives 

are in place to facilitate key market functions. Effective intermediation of financial markets is 

critical to the functioning of our nation’s economy, and we urge you to consider adjustments to 

the leverage ratios that will both promote financial stability and a resilient market for U.S. 

Treasuries. 

 

Please provide your responses in writing by June 26, 2025, to Megan Guiltinan 

(megan.guiltinan@mail.house.gov) on Rep. Barr’s staff.  

 

 

Sincerely, 

 

 

       

Andy Barr        Bill Foster  

Member of Congress      Member of Congress  

 

 

       

Ann Wagner       Brad Sherman 

Member of Congress      Member of Congress 

mailto:megan.guiltinan@mail.house.gov

