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May 15, 2025 

Chairman Lucas, Ranking Member Vargas, and Members of the Task Force, I appreciate 
the opportunity to discuss with you potential changes in financial regulations that may 
enhance the liquidity of the most important market in the world – U.S. Treasuries. 
Recent events have highlighted that liquidity in this market can sometimes be fragile. 
For over a decade I’ve highlighted there is often an illusion of Treasury market liquidity, 
that vanishes during high volatility periods. In fact, in December 2014, I wrote that 
Treasury market liquidity had become fickle – which hasn’t changed and may have 
become somewhat worse. 

The key points of my testimony today include: 

1. Market volatility is not unusual, and while some recent intraday moves have 
seemed unusual, they are not in a longer term historical context; 

2. Rules and regulations designed to reduce the risk of institutional and market 
failure have also created an environment where market-making type activities 
have not been able to keep pace with the growth of the Treasury market; 

3. Enhancing Treasury market liquidity will require the reshaping of many financial 
rules. For example, I believe exempting Treasuries from the Supplementary 
Leverage Ratio is a positive step for market liquidity, but by itself isn’t enough to 
quell potential market illiquidity. 
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