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CEQ Brief is a report highlighting key current issues the insurance industry faces.

| Financial Reforms in the United States and Europe

ABSTRACT

United States and Europe are advancing financial reforms to boost
industrial competitiveness. The United States, through ‘Project 2025,
aims to restructure supervisory frameworks and ease regulations,
including dismantling the Consumer Financial Protection Bureau(CFPB),
to expand market autonomy. Europe, guided by the ‘Draghi Report’,
seeks to revitalize capital markets and encourage private investment
through institutional reforms. Korea should pursue financial reforms to
support innovation—-driven growth while ensuring financial stability and
consumer protection, by transitioning to a principles—based regulatory
framework, enhancing the efficiency of supervisory structures and
methods, and strengthening systems to foster venture capital

investment.

1. Background of Financial Reform in the United States and Europe

Amid intensifying U.S.-China rivalry and declining prospects for international
coordination on financial regulation, the United States and Europe are pursuing
domestically oriented reforms to strengthen their industrial competitiveness. After
the 2008 global financial crisis, the G20 and the Financial Stability Board(FSB)
tightened international financial regulatory standards to prevent future crises, but

countries are now easing and revising regulatory frameworks independently.

Financial reforms accelerated after President Trump’s return to office largely

draw from ‘Project 2025, a conservative policy roadmap led by the Heritage
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Foundation in 2023. ‘Project 2025° emphasizes market autonomy and outlines a

blueprint for dismantling the Dodd-Frank Act's framework for macroprudential
supervision and consumer protection, restructuring the bank supervisory system,
reforming financial regulations, and revitalizing capital markets through expanded

exemptions from public offering requirements.

Europe’s financial reforms are based on the ‘Draghi Report’, led by former ECB
President Mario Draghi in September 2024 at the request of the European
Commission President. Building on the advancement of the single market, the
report calls for structural reforms and regulatory streamlining to revitalize

innovation and private investment.

2. Progress of Financial Reforms

Following President Trump’s return, the United States is rapidly advancing ‘Project
2025 reforms aimed at deregulation, economic liberalization, reduced federal
intervention, and stronger presidential authority. First, although the Consumer
Financial Protection Bureau(CFPB) remains due to court intervention, it has
effectively ceased operations. Second, consolidating the supervisory roles of the
Federal Reserve System(FRS), the Office of the Comptroller of the Currency
(OCC), and the Federal Deposit Insurance Corporation(FDIC) requires congressional
approval, while the Treasury is enhancing interagency cooperation to reduce
supervisory overlap. Third, in February 2025, the President issued an executive
order establishing direct oversight and control of all independent regulatory
agencies, including the FDIC, SEC, and the FRS’'s supervisory functions, by
assuming authority over rule changes, strategic planning, budgeting, coordination,
and regulatory interpretation. Fourth, in March 2025, the OCC and the Secretary
of the Treasury announced the abolition of reputation risk examinations, signaling

a full-scale shift toward regulatory and supervisory easing.

n L]
]( I I Korea Insurance
Research Institute



® CEO Brief

On January 29, 2025, the European Commission published the ‘Competitiveness
Compass’, a five—year roadmap based on the Draghi Report. The Competitiveness
Compass emphasizes regulatory simplification, ‘Savings and Investment Union’(SIU)
as a practical approach to Capital Markets Union(CMU), and leveraging public
resources to stimulate high-risk innovation investment. However, key initiatives,
such as the elevation of the European Securities and Markets Authority(ESMA) to an
independent agency through governance reform centered on external directors and
a shift to principles—based regulation, and easing capital requirements for insurers’

long—term equity investments, remain undeveloped.

3. Implications

Although the United States and Europe differ in their regulatory philosophies,
their financial reforms share common features: (D easing and realigning financial
regulations, @ eliminating supervisory overlap and improving regulatory efficiency,
and ® promoting capital market—driven growth to support innovation. Korea
urgently needs financial reform, but a deregulation-only approach could
undermine financial stability and consumer protection, so it must ease regulatory
burdens through refinement while strengthening supervisory frameworks and
internal controls within financial institutions. Careful consideration should be given
to removing overlapping supervisory functions, transitioning to a principles—based
regulatory framework, easing capital requirements for banks and insurers,
expanding venture capital investment by retirement pension funds, and relaxing

public offering regulations.

SeonglL Choi, Research Fellow
choil@kiri.or.kr

n L]
]( I I Korea Insurance
Research Institute


mailto:kiri@kiri.or.kr

