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When we look far out in the tails, by definition we have very

few data points and our results become more sensitive than
ever to parameter uncertainty.

One of the architects of the Basel I1...admitted that he had
always meant that the 99.9% percentile should be given a
“metaphorical” meaning (his words).

The last thing regulators should do Is Impose pseudo-
scientific requirements. (Rebonato 2007)
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Equity will no longer be just a “cushion” but a main source of
funds. (Cochrane 2013e)
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An ounce of prevention is worth a pound of cure.
(Benjamin Franklin, quoted in Admati & Hellwig 2013)
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In the 19™ century, private banks issued currency. A few
crises later, we stopped that and gave the federal government
a monopoly on currency issue. Now that short-term debt is
our money, we should treat it the same way, and for exactly
the same reason. (Cochrane 2013c)
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* [nstitutions are not systemically dangerous. Run-prone

assets are dangerous. (Cochrane 2013e)
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In modern finance, exposure Is no longer tied to investment
amounts. (Cochrane 2012) 11
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Why Is the monetary base up but not the money supply?
Recall your basic college economics. To increase money
supply, the banking industry must make net new loans.

(Fisher 2013)
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The bottom line: People who want better returns must

transparently shoulder additional risk (Cochrane 2013c)

More capital and less debt, especially short-term debt, equals
fewer crises, and common contrary arguments are nonsense.
More capital would be far more effective... Once the rest of
us accept this central idea, the details fill in naturally.

(Cochrane 2013a) 13
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