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[0 O A strong financial system is vitally important——not for Wall Streetl] not for bankers] (I but for working
Americans. When our markets work[] people throughout our econ-[0 omy benefit——Americans seeking to
buy a car or buy a homeld families borrowing tol] pay fér college[] innovators borrowing on the strength of a
good idea for a newl] product or technology[d and businesses financing investments that create new jobs.C1 And
when our financial system is under stressC] millions of working Americans bear[J the consequences. Government
has a responsibility to make sure our financial sys-[I tem is regulated effectively. And in this areal] we can do a
better job. In sumO the ultiC] mate beneficiaries from improved financial regulation are Americas workers(]
fami-0O lies and businesses——both large and small.[0 It is important to realize ~daat governments] markets[]
and institutions tend to behaveinteractively and to affect one anothers actions in certain ways. Thus[] it is not
surprising tofind that a markets reactions to regulations often prompt a new response by the govern-mentJ which
can cause~the institutionsparticipating in a market to change their behaviorfurtherd and so on. A sense of how the
government can affect a market and its participantsis important to an understanding of the numerous markets and
securities to be describedin the ch[] ~pters to come. For that reason] we briefly describe the regulatory function
here.Because of differences in culture and history different countries regulate financial mar-kets and financial
institutions in varying wayslJ emphasizing some forms of regulation morethan others. Here we will discuss the
different types of regulationJ the motivation for regu-lation] and the basic U.S. regulatory structure.
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