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Thank you for the kind introduction. As is customary, I’d like to note that my views are my own, and I’m not speaking
on behalf of the Commission or SEC staff.

I’d like to share with you all that we lost an SEC alum, Robert Birnbaum, this past December. Though I didn’t get to
know Bob personally, he accomplished a lot in his remarkable life. After leaving the SEC, he went on to lead the New
York Stock Exchange.[1]

While at our agency, though, Bob contributed to a seminal report called the Special Study. This report was published
in 1963 — exactly 30 years after Franklin Delano Roosevelt and Congress came together, in the depths of the Great
Depression, to think about how our capital markets could work better for the American public.

The 1963 report described our securities laws as “a proven legislative achievement.” And yet, the staff wrote, “no
regulation can be static in a dynamic society.” They continued, “unanticipated changes in the markets and the broader
public participation should be accompanied by corresponding investor protection.”[2]

Indeed, a lot had changed in the capital markets over the previous 30 years. Based upon that report, Congress would
go on to amend the securities laws over the next dozen years, bringing SEC oversight to over-the-counter markets,[3]
facilitating a national market system, and banning fixed commissions.[4]

Over the past several decades, our markets have continued to evolve in an even more dramatic way. Policymakers
have continued to change our laws and our regulations in response.

We are blessed with the largest, most sophisticated, and most innovative capital markets in the world. The U.S.
capital markets represent about 40 percent of the globe’s capital markets.[5] This exceeds even our impact on the
world’s gross domestic product, where we hold a 24 percent share.[6]

But, as Bob’s team noted, we cannot take this for granted; “no regulation can be static in a dynamic society.” In 2022,
nearly six decades after the publication of the Special Study, that core idea still rings so true.

Today, I’d like to share with you a couple of guiding principles I think about when it comes to making regulations
“dynamic” in shaping the SEC’s agenda for 2022:
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First, continuing to drive efficiency in our capital markets

Second, modernizing our rules for today’s economy and technologies

Driving Efficiency in Our Capital Markets
Let me start with efficiency.

Why does efficiency matter?

Efficiency in capital markets is about lowering costs of intermediation for those who use capital — issuers — and
those who own capital — investors. This fits directly into our mission, which is to protect investors, facilitate capital
formation, and maintain that which sits between investors and issuers: fair, orderly, and efficient markets.

Today, the financial sector, including the capital markets, banking, and insurance, represents about 8 percent of
America’s economy.[7] In 1963, when the Special Study was published, the sector had a 3.5 percent share. While a
lot has changed in our economy since then, I think the SEC still has a role to play to help drive greater efficiency
here.

Further, one study found that the costs of financial intermediation over time were as high in 2014 as they were in
1900. The scholar found this “puzzling,” as advances in technology “should lower the physical transaction costs of
buying, pooling and holding financial assets.”[8]

To promote efficiency, over the decades Congress has given us a number of tools to foster competition and
transparency.[9] Congress made significant amendments to our statutes in 1975, partly in response to the Special
Study. In the very first line of that bill, it says they were “amend[ing] the Securities Exchange Act of 1934 to remove
barriers to competition.” That word, “competition,” appears 20 times in the text.[10]

Congress returned to this idea of competition again in 1996. In rulemaking, Congress said, the Commission must
consider efficiency, competition, and capital formation, in addition to investor protection and the public interest.[11]
Those are tools that, if used correctly, can lead to greater productivity and lower economic rents.  

            Hence, I’ve directed our staff to make recommendations up and down the capital markets about how we can
drive towards greater efficiency through competition and transparency. This includes various sectors: the $50 trillion
equity markets; our $23 trillion Treasury markets, whose “issuers” are the American public and the Department of the
Treasury; and other aspects of the $25 trillion non-Treasury fixed income markets.[12] It also includes the fund
management area.

Let’s take a quick look at one area of fund management in particular: private equity and hedge funds. These funds
hold about $17 trillion in gross assets under management. While we don’t know the exact costs of doing business in
this sector, there may be around $250 billion in fees and expenses each year.[13]

If we can use our authorities to bring greater transparency and competition into that market, that helps portfolio
companies on the one hand, and the pensions and endowments that are investing in that space on the other.
Similarly, if we can drive efficiencies across other key sectors of the capital markets, that too would help issuers and
investors.

Modernizing Our Rule Set for Today’s Economy and Technologies
Next, I’d like to turn to updating our rule set for today’s economy and technologies.

Markets and business models have long evolved in response to new technologies; as Bob Birnbaum’s team noted,
they are “dynamic.” I believe that innovation can bring greater access, efficiency, and innovation to our capital
markets, as well as economic growth.

Our central question is this, though: When new technologies come along and change the face of finance, how do we
continue to achieve our core public policy goals?



2/1/22, 1:00 PM SEC.gov | Prepared Remarks: “Dynamic Regulation for a Dynamic Society” Before the Exchequer Club of Washington, D.C.

https://www.sec.gov/news/speech/gensler-dynamic-regulation-20220119 3/5

Here again, Bob’s team gives us some insights. By 1963, the development of communications systems after World
War II had made it easier for broker-dealers to transact directly. One of the main things Bob and his team were
looking at was this over-the-counter market. 

They wrote, “In the ‘old days,’ one of the major tasks was to locate a market—a task often performed by mail. Now…
markets for most securities can be located almost instantaneously and transactions consummated within a matter of
seconds.”[14]

If that was true of 1963, it is true by several orders of magnitude today. “A matter of seconds” can be an eternity in
today’s markets!

What does this mean for the 2020s? Some will jump to crypto, of course.[15] I’ll leave that for your questions. Before
that, let me raise a couple of other categories as well:

To me, the most dramatic change to our markets is the use of predictive data analytics and artificial intelligence.
Predictive data analytics, including machine learning, are increasingly being adopted in finance — from trading, to
asset management, to risk management. Though we’re still in the early stages of these developments, I think the
transformation we’re living through now could be every bit as big as the internet was in the 1990s.

While these developments can increase access and choice, they also raise important public policy considerations,
including conflicts of interest, bias, and systemic risks.[16]

Innovation doesn’t come just from updating software and hardware; it also comes from the manner in which products
are offered. One example today is around how many issuers have sought alternative ways to access public markets
through special purpose acquisition companies (SPACs) and direct listings.[17]

Beyond the innovations and technologies, our economy is changing in other ways. Today, investors are demanding
additional information from companies beyond what they’ve sought historically, with respect to climate risk, human
capital, and cybersecurity risk.[18] Our core bargain from the 1930s is that investors get to decide which risks to take,
as long as public companies provide full and fair disclosure and are truthful in those disclosures.

All of this is exciting. Innovation and evolution keep our markets the most robust in the world. Our role at the SEC,
though, is to help ensure that we still achieve our public policy goals as mandated in our mission.  

Again, “no regulation can be static in a dynamic society.”

Looking Forward
Before I conclude, a few thoughts on 2022.

We made good progress in 2021, finalizing a handful of rules and proposing many others. We have much more to
come on the SEC’s Agency Rule List.[19]

I’m often asked to prioritize the remaining items on our rulemaking agenda. When will we vote on what?

At their core, those questions are more about sequencing than prioritization. Staff is working hard on proposals.
When they and my fellow Commissioners think they’re ready, we’ll put them out for public comment and, when
appropriate, finalize items.

The process is intentionally flexible; it’s about getting proposals right, based upon the economic analysis and our
legal authorities, and learning from public feedback. I encourage you all to weigh in on those proposals when they’re
available. We also have an Open Commission Meeting next week, so stay tuned for that.   

*

I just want to say something about this incredible agency.

Since joining the SEC last spring, I have been struck by the sheer breadth and scope of the agency’s work. We
oversee every corner of the $100-trillion capital markets — all of its sectors, from equity markets to municipal bonds,
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and functions, from accounting and auditing to disclosure to fund management. Nearly half of our agency works as
cops on the beat in our terrific Divisions of Examinations and Enforcement. Behind the scenes, so many folks are
making our operations hum. All this, despite the challenges presented by this pandemic.

They make me proud to be their colleague; they do right by the American public every day. I know they made Bob
Birnbaum proud as well. I am grateful to call them teammates and look forward to continue collaborating with them in
2022.

Thank you and I’m happy to answer any questions.
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