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T
he pandemic shined an unflattering light on 
a little-known service — bank-issued prepaid 
cards for government benefits. 

As businesses shuttered in 2020 to 
prevent the spread of COVID-19, millions of Americans 
became unemployed virtually overnight. The flood of 
unemployment claims taxed state jobless systems. At 
the same time, the increase of unemployment benefits 
— from a few hundred dollars a week to more than 
$1,000 — enticed criminals to use the upheaval to their 
advantage and make fraudulent claims. 

Banks were caught in the middle trying to ensure 
legitimate claims were paid to jobless Americans 
through the prepaid card programs while curbing the 
rampant abuse. This month’s cover story, reported by 
veteran journalist Kate Berry, explores the regulatory 
and reputational hit some institutions — in particular 
Bank of America — took because of these programs and 
examines how these partnerships between banks and 
state governments can be salvaged. 

Kate broke the initial news in February that Bank 
of America was under scrutiny from the Consumer 
Financial Protection Bureau and the Office of the 
Comptroller of the Currency for its role in administering 
government benefits in California. The megabank is also 
facing lawsuits from cardholders, who are alleging that 
it blocked legitimate beneficiaries from accessing their 
accounts. 

On a personal note, I want to say how excited I am 
to be taking over from John Heltman as executive editor 
of American Banker Magazine. I started with American 
Banker in 2011 on the breaking-news desk not knowing 
much about banking. But I was fortunate to have 
colleagues who were willing to take the time to teach 
me, and I eventually went on to cover community banks, 
mergers and acquisitions and credit unions. 

I know that I have some big shoes to fill as John did 
an outstanding job during his tenure, and the magazine 
has a long history of providing great journalism to 
its readers. I will strive each month to continue that 
tradition. 

Please feel free to reach out with any comments, 
questions or suggestions. I look forward to hearing from 
you. AB
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Deposits & Withdrawals

T
he Consumer Financial Protection Bureau in 
late February issued a procedural rule with 
little fanfare or press that nonetheless may 
mark a significant strategic shift in how the 

agency pursues enforcement — and give it more lati-
tude in tackling what appears to be 
an increasingly crowded enforcement 
agenda.

Our internal tracking shows that 
almost all of the CFPB’s pending 
enforcement actions were originally 
filed in federal district court, even 
though the Dodd-Frank Act permits 
it to pursue enforcement through 
administrative actions. The updated 
rule amends the Rules of Practice for 
Adjudication Proceedings in a number 
of ways, and notably includes several 
amendments that could make it easier 
for the CFPB to litigate claims without 
the need to resort to filing actions in 
federal court in the first instance.

Director Rohit Chopra has made 
clear in testimony and in public 
appearances that the CFPB has a 
wide range of enforcement priorities, 
including but not limited to automobile lending, prepaid 
cards, bank fees, credit reporting and medical debts, to 
name a few. The updated rule lays out a clearer pathway 
to enforcement through administrative actions. That 
could expand the CFPB’s reliance upon a potentially more 
advantageous forum to pursue its priorities by appearing 
before administrative law judges.

The new rule may allow the CFPB to pursue its 
regulatory agenda at a much faster pace than it could in 
often-backlogged federal courts. The updated rule does 
this in a number of important ways.

Among other things, the amendments create a 
presumption that the director of the 
CFPB will rule on the merits of the 
dispute rather than procedural or 
discrete matters, unless the director 
refers the issue (in whole or in part) 
to an administrative law judge for 
adjudication. 

The CFPB explained that it adopted 
this change because “the head of the 
agency has authority and expertise 
to rule initially on dispositive motions, 
and doing so can improve the quality 
of decision-making and expedite the 
proceeding.” 

The updated rule also gives 
the director authority to bifurcate 
proceedings if the director determines 
that it would promote efficiency in the 
proceeding or for other good cause. This 
allows the director to separate liability 
from damages, for example, and issue 

an early decision on whether there is a violation of the law.
Taken together, these provisions effectively empower 

the director to rule on key issues more quickly than under 
the prior rule. Director Chopra said in congressional 
testimony that he has “huge aspirations to create durable 
jurisprudence” regarding the definition of “abusive” acts in 
the Dodd-Frank Act. These procedural rule changes may be 

A
s Americans took to the streets to protest 
the police killings of George Floyd, Breonna 
Taylor and others, major banks and lenders 
were among the corporations that pledged 

tens of billions of dollars to new initiatives aimed at 
bridging racial economic inequality 
particularly for African Americans.

These high-profile public 
commitments were welcome news. 
But now, not quite two years later, 
key actors in the banking and lending 
industries are fighting to thwart 
regulations that will help close the racial 
wealth divide.

We currently collect no public 
demographic data on lending to small 
businesses by banks, credit unions or 
any other institutions. And banks are 
fighting to keep it that way, lobbying 
for narrow and ineffective rulemaking 
by the Consumer Financial Protection 
Bureau under Section 1071 of the 
Dodd-Frank reforms passed in 2010.

Lobbyists for both large banks 
and smaller lenders are working to 
sabotage the CFPB’s efforts. The 
Bank Policy Institute and Consumer Bankers Association 
each oppose the collection of pricing data, without 
which regulators and the public would struggle to 
identify disparate patterns in small-business lending. 
The American Bankers Association, meanwhile, recently 
claimed that compliance costs from robust Section 1071 
small-business lending data rules would be double or even 

triple CFPB’s carefully calculated estimates. 
The industry’s battle against Section 1071 rules has 

recently expanded beyond formal comment letters into 
more brute-force public relations tactics. Now bank and 
credit union lobbyists are telling reporters that lenders will 

abandon minority- and women-owned 
small businesses if they are forced to 
report the same basic data already 
required in the mortgage market.

Along with mortgages, small-
business loans are one of the most 
important private-sector tools available 
to strengthen local economies. Banking 
industry leaders who promised to 
help combat the economic pain and 
material indignities that define life for 
most communities of color should 
be ecstatic about improving racial 
equity in business lending — and in 
discovering where it’s missing or needs 
improvement.

Instead, lobbyists for lenders are 
trying to protect a broken status quo. 
If they succeed it will be far harder to 
heal the racial economic wounds in our 
society. Those wounds are deep. 

Median earnings for Black women are $7,000 less 
per year than for white women. That gap is $17,000 
for Black and white men. Unmarried Black mothers 
have a median wealth of exactly zero dollars, while the 
median single white mother has a net worth of more 
than $14,000. Three-quarters of all white families own a 

home, compared with about 45% of all Black families. The 

Should bankers worry about two new CFPB rules? The Consumer Financial Protection Bureau will soon start collecting demographic data 
for small-business loans and recently issued a procedural rule related to enforcement 
actions.

Jesse Van Tol
President and CEO
National Community Reinvestment Coalition

Amanda R. Lawrence, 
Michael A. Rome and 
John B. Williams III 
Partners, Buckley LLP
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… and what banks are doing wrong
However, banks are falling short in the area of greatest importance — having a fully defined strategy — in driving digital 
transformation. Less than half said they had metrics in place to measure the value of technology investments, and 
roughly half said they had assigned responsibility for meeting specific data-driven metrics. 

Each driver is made up of one to five factors that further inform where banks are leading or lagging. Having a fully 
defined strategy was the biggest driver of success. This driver included assigning responsibilities for achieving data-
driven metrics, a comprehensive data governance plan and metrics to measure the value of technology investments.

What banks are doing right … 
Banks, specifically, are having some success at making technology investments with the customer in mind. Banks are 
also taking steps to improve customer privacy, ensure data security and modernize their core infrastructure.

The great technology divide
Banks are constantly sinking money into technology upgrades with the hope of ultimately 
boosting their bottom line. But just throwing resources at a project doesn’t necessarily 
translate into success. Here’s a look at what makes some firms successful when it comes to 
digital transformation.

Teller’s Window

Methodology 

This research was conducted online in February 2022. A total of 394 qualified respondents in the banking, mortgage, insurance and wealth 
management sectors completed the survey. To qualify, participants had to be involved in their firm’s digital transformation strategy. Modeling to 
understand the key drivers creating success in using technology to reach digital goals was executed through a combination of factor analysis and 
regression modeling. A more detailed report on this data and modeling will be available in mid-April at AmericanBanker.com.

There seems to be a never-ending emphasis on technology in the financial services industry. It’s something every firm 
realizes it needs to reach and retain customers but making sure these investments are effective and actually pay off  

is more difficult to ensure. A new research report from Arizent looks at what makes some organizations more  
successful at leveraging technology than others.

What makes a winner
Here are the five core drivers that determine the effectiveness of using 

technology to reach digital goals, according to Arizent’s research. 

E�ectiveness in leveraging 
tech to advance digital
transformation goals

Fully defined
strategy

Technology
orientation

Core
modernization

Data access 
for decisions

Security
and privacy

practices

Technology Orientation: Two-thirds are making tech investments with the customer in mind

Tech investments made with the 
customer experience in mind

Taking the steps necessary to improve 
preference and privacy management 

Taking the steps necessary to modernize 
core IT infrastructure for the future

Security & Privacy Practices: 6-in-10 agree that they are making the necessary steps for security and privacy

Core Modernization: Two-thirds agree they are taking steps to modernize their core infrastructure

11% 28% 27% 25%

20%

16%

16% 37%11%

11% 26% 29%

9             8            7            6            5            4            3            2            110(agree completely) (disagree completely)

Question: Next we are going to show you a series of statements. Please indicate the degree 
to which you agree or disagree with each as it relates to your organization.

Fully Defined Strategy: Most banks agree that they have a documented 
strategy and governance plan and that tech investment flows from these

Assigned responsibility to achieve specific 
data-driven metrics relating to meeting 

these targets

Metrics in place to measure the value of our 
technology investments to the business

11% 9% 28% 20% 15%

7% 21% 24% 18% 14%

9             8            7            6            5            4            3            2            110(agree completely) (disagree completely)

Question: Next we are going to show you a series of statements. Please indicate the degree 
to which you agree or disagree with each as it relates to your organization.
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C
annabis businesses are an underserved and potentially lucrative niche for banks. 
But banking pot-related companies comes with regulatory risks and legal gray 
areas that keep many financial institutions away.

“If you can do it properly, there is revenue to be made in this space because so 
few banks want to enter into it,” said Danny Schneider, the Bank Secrecy Act officer at Lead 
Bank in Kansas City, Missouri.

Lead Bank is one of several U.S. banks that are going ahead with pot banking, despite 
the regulatory risks, with help from tech companies that handle much of the compliance 
and monitoring work. For instance, by partnering with fintechs such as RiskScout and Dama 
Financial that perform onboarding and due diligence for cannabis businesses, banks already 
engaging with cannabis companies can scale that part of their business in a safer way. Such 
partnerships could also help banks that would like to get into cannabis banking but are wary of 
the risks.

By Miriam Cross  |   April 2022   |  10 Min Read

Using technology to navigate 
cannabis’s regulatory potholes

Workers harvest cannabis plants 
in a greenhouse near Watsonville, 
California, in March. The industry 
is an underserved, but potentially 
lucrative, niche for banks. Canna-
bis tax revenue could grow to $10 
billion to $12 billion by 2030, up 
from more than $2 billion last year.
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that helps banks handle cannabis businesses with banking 
and merchant services, cash management and more, for 
help sourcing customers, initial due diligence and ongoing 
monitoring. Lead Bank then layers on artificial intelligence-
based transaction monitoring software from Verafin on the 
back end, a way of “conducting due diligence on the due 
diligence that has already been conducted,” Schneider 
said.

“There is a very high resource requirement to bank 
the cannabis industry and we would not be able to do it to 
this level without partnering with a fintech like Dama,” said 
Schneider.

Seizing an opportunity
Valley National Bancorp in New York is piloting a 

digital payment app called ValleyPay that will function like 
a reloadable gift card. Cannabis consumers will be able 
to fund the card from their accounts and use a QR code 
to pay merchants. The bank is working with Green Check 

Verified, a technology and advisory company for cannabis 
banking, and T-Recs, an account reconciliation tool from 
the  financial software provider Trintech, to automatically 
reconcile, verify and monitor transactions at the point of 
sale and on the back end.

“The tide is moving in a very clear direction,” said 
Rick Kraemer, chief financial services officer at the $43.4 
billion-asset Valley. “We saw an opportunity to provide a 
better service and we wanted to be part of the solution, 
taking cash out of the system.”

The availability of such technology is also relevant for 
banks that are interested in banking cannabis companies, 
but not quite there.

“A lot of banks are sitting on sidelines and waiting 
for legislation on the federal level,” said Hunter Robinson, 
partner in the financial services and cannabis practice 
groups at Bradley Arant Boult Cummings. “For banks that 
know they will do this when they have legislative cover, the 
time to start preparing is now.” AB

Lack of legal clarity
A number of states have legalized some uses of 

cannabis, but non-hemp cannabis is still a controlled 
substance at the federal level. (Non-hemp cannabis or 
marijuana has a higher level of tetrahydrocannabinol or 
THC, the component of cannabis that gets users high.) 
Regulatory guidance on anti-money-laundering reporting 
gives banks some idea of how to comply with federal 
law regarding cannabis-business customers, such as 
by regularly filing cannabis-specific suspicious activity 
reports, or SARS.

So far, no federal statute authorizes cannabis 
banking. Further, Democratic Rep. Ed Perlmutter, of 
Colorado, the author and sponsor of the Secure and 
Fair Enforcement Banking Act, will not seek reelection 
in 2022. The SAFE Banking Act, which would prohibit 
federal banking regulators from penalizing depository 
institutions for providing banking services to cannabis 
businesses in states where marijuana is legal, has largely 
been abandoned in favor of broader legislation to legalize 
marijuana.

“There are the usual know-your-customer obligations, 
but with cannabis businesses there is an additional 
layer of burden in terms of assessing their compliance 
and maintaining and monitoring their compliance 
with applicable state law,” said Cliff Stanford, a partner 
at Alston & Bird. “Some banks say it’s not worth it. 
Others say there is a lot of money there, and we have 
at least some degree of clarity about our compliance 
requirements under federal law.”

There is room for regtech or fintech providers to help 
banks reduce the compliance burden, Stanford said.

“If there’s something they can rely upon that makes it 
more efficient, that could move the needle,” he said.

After banking hemp companies for two years, such as 
hemp testing service Delta 9 Analytical, West Town Bank 
& Trust, a subsidiary of Integrated Financial Holdings in 
Raleigh, North Carolina, expanded to banking businesses 
involved with other forms of cannabis at the end of 2021. 
(Delta 9 Analytical ensures hemp and hemp-derived 
products don’t exceed the potency threshold for THC.)

“You have a choice in banking: You all run after the 
same business and compete, or find niche markets,” 
said Melissa Marsal, chief operating officer of West Town. 
“We did our homework and the market showed that this 
was an underserved market where we could build up our 
deposit base.”

Fintech to the rescue
Some of the complications for West Town include 

understanding the nuances in state laws, such as whether 
marijuana is permitted for medical or recreational use; 
ensuring the business is not selling to minors; and being 
unable to process payments using traditional rails for 
businesses related to cannabis with high levels of THC. 
The bank can process payments for hemp businesses in a 
traditional manner.

The $453 million-asset West Town started piloting 
software from RiskScout, provider of an onboarding and 
due diligence platform that focuses on high-risk markets, 
in early 2020 after Marsal met founder Justin Fischer at 
a conference. When a cannabis-related business wants 
to become a West Town customer, the applicant answers 
questions in a web portal provided by RiskScout about the 
type of business and location and uploads documentation. 
This primes the bank for an introductory call if it feels the 
applicant is a good fit.

RiskScout then conducts its own version of a 
higher-risk know-your-business program that scours 
negative news, watch lists and more. Once the business is 
onboarded, RiskScout takes care of ongoing monitoring 
and enhanced due diligence.

“Regulators want to know that you have a partner like 
RiskScout,” Marsal said.

Lead Bank in Missouri, which has $745 million of 
assets, has been banking the cannabis industry since the 
beginning of 2019. It turned to Dama Financial, a company 

“You have a choice in bank-
ing: You all run after the 
same business and com-
pete, or find niche mar-
kets.”

Melissa Marsal,
Chief Operating Officer, 

West Town Bank & Trust

Rep. Ed Perlmutter, a Democrat from Colorado and author of the SAFE Banking Act, will not seek reelection.
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Regulation

F
or nearly a decade, citizens 
of almost all 50 states could 
get unemployment benefits 
loaded on a prepaid debit 

card. But not anymore. 
In late December, the state of 

Illinois went back to cutting paper 
checks for jobless benefits instead 
of loading funds onto prepaid cards. 
Jobless claimants who had prepaid 
cards were forced to switch to direct 
deposit or paper checks after KeyBank, 
a unit of the $186.3 billion-asset 
KeyCorp in Cleveland, decided to stop 
providing prepaid cards for jobless 
benefits in the state. 

Last year Maryland gave its public 
beneficiaries the same choice after the 
$2.2 trillion-asset Bank of America, of 
Charlotte, North Carolina, elected not 
to renew its contract to issue benefits 

on prepaid cards. KeyBank and BofA 
declined to comment for this story.

A decade ago it seemed like a 
win-win solution for state agencies 
to team up with banks to deliver 
government benefits on prepaid debit 
cards. States could reduce the costs of 
cutting checks and paying for stamps. 
They could push the customer service 
function of dealing with the public off to 
a bank partner and also reach people 
with no permanent address or bank 
account. Consumer advocates hailed 
prepaid cards as the next frontier in 
delivering benefits efficiently. 

But the COVID-19 pandemic 
scrambled the economics of delivering 
jobless benefits on prepaid cards. State 
jobless benefits systems were not 
designed for a massive uptick in claims 
and the rampant fraud that ricocheted 

Banks’ benefits debacle

By Kate Berry  |   April 2022   |  20  Min Read

Bank-issued prepaid benefits cards were supposed to help state  
governments deliver benefits more efficiently. But the pandemic 
scrambled the economics of issuing jobless benefits on prepaid 
cards, plunging many states and banks into a miasma of fraud  
and risks. 

Bank of America is being inves-
tigated by federal regulators and 
is being sued by California resi-
dents who were unable to access 
their unemployment benefits 
during the pandemic.
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Regulation

through the system, increasing risks for banks.
“Banks are payment processors and they are 

being asked to get involved in stopping the fraud,” said 
Haywood “Woody” Talcove, a fraud expert and the CEO of 
LexisNexis Special Services. “States were not using the 
tools that banks have to address the fraud risk, and it goes 
back to how the states are paying for these services. Why 
would a bank continue to provide a service when they’re 
losing money?”

Though the pandemic may have helped spur the 
growth of innovative payments in the broader economy, 
the heightened risks of providing prepaid card services 
to the jobless has forced some states in the opposite 
direction. And it isn’t clear whether banks, fintechs or 
states themselves have a strategy to turn that trend 
around. 

“The pandemic turned a lot of chronic problems into 
acute problems, such as the neglected spending on state 
infrastructure and technology for these programs,” said 
Ben Jackson, chief operating officer at the Innovative 
Payments Association, a trade group for prepaid card 
issuers. 

Bank of America became the poster child for the 
kind of regulatory and economic blowback that can result 
from administering government benefits. BofA faces 
investigations by federal regulators and lawsuits filed on 
behalf of dozens of jobless claimants in California who 
were unable to access their benefits during the pandemic 
as both the bank and the state sought to curb rampant 
fraud. 

The pullbacks by Bank of America and KeyBank 
are a warning sign that government benefits contracts 
can be risky, unprofitable and, at times, dangerous to a 
bank’s reputation. Before the pandemic, jobless benefits 
programs were seen as an obscure administrative 
function tucked inside a government services unit or the 
municipal banking division of a large bank. 

Seemingly overnight, state jobless agencies and 
banks were in the line of fire, working around-the-clock to 
address fraud while also fielding calls from disgruntled, 
anxious jobless beneficiaries trying to get their money to 
survive. The situation was so dire in California U.S. District 
Judge Vince Chhabria wrote in class-action litigation last 
year, that the harm being suffered by tens of thousands of 
beneficiaries was “irreparable.” 

“Continual denial of these benefits will seriously 
hinder the ability of many class members to feed their 
families and keep a roof over their heads,” Chhabria wrote.

Looking back, some experts are trying to identify 
what worked and how to bring state systems more in line 
with those of banks. Many experts say that another crisis 
could be just around the corner and that state agencies 
need to build on what they learned from the pandemic to 
address cybersecurity and other risks.

Jeff Ficke, CEO and founder of Russell Allen Partners, 
a Cincinnati consulting firm, helped lead a public-private 
partnership that tapped Ohio CEOs for their expertise and 
advice on cybersecurity and the use of Big Tech analytics.

“We used advanced analytics to identify citizens who 
needed to get paid immediately,” said Ficke, a former 
senior vice president of the enterprise payments division 
at Fifth Third Bank. “It wasn’t always to catch the bad 
guys, it was to get money to people who needed it now.”

Trial by fire
In Ohio, fraud was so widespread that Gov. Mike 

DeWine, his wife, Fran, and Lt. Gov. Jon Husted all had 
fraudulent jobless claims filed in their names. (They 
weren’t the only ones. A California woman collected 
jobless benefits in the name of Sen. Dianne Feinstein.)

Under pressure to address the fraud, DeWine turned 
to the private sector for help. He enlisted former Rep. 
Pat Tiberi, the president and chief executive of the Ohio 
Business Roundtable, to line up bankers, insurance 
executives and others with expertise in payments and 
large-scale call centers to help the state agency tackle the 
problem. 

“There was unprecedented activity around fraud and 
the backlog of unprocessed claims,” Ficke said. “There 
was a lack of ability to just answer phone calls from the 
massive number of people calling in.” 

In Ohio, nearly 800,000 of the 1.4 million jobless 
claims filed were flagged for potential fraud.

“The kind of fraud we were experiencing was not 
the traditional kind of fraud that any state would see in 
unemployment in the past,” said Matt Damschroder, 
director of the Ohio Department of Job and Family 
Services. “We were hit hard as a result of the pandemic, 
and Ohio wasn’t alone in this.” 

Fraud experts fault the federal Pandemic 

“There was un-
precedented 
activity around 
fraud and the 
backlog of 
unprocessed 
claims. There 
was a lack of 
ability to just 
answer phone 
calls from the 
massive number 
of people calling 
in.”

— Jeff Ficke, 
CEO and Founder,
Russell Allen Partners

P
h

ot
o:

 E
m

m
a 

Lo
u

 P
h

ot
o



16    American Banker    April   2022    April   2022      American Banker     17 americanbanker.com

Regulation

Unemployment Assistance program, which did not 
require income or employment verification in the push 
to get benefits out quickly to millions of people who 
became jobless virtually overnight. Without verification 
requirements, fraudsters were able to self-certify their 
eligibility for state benefits, experts said. 

A key issue Ficke identified is that there is no federal 
system that allows state payment platforms and banks 
that administer jobless benefits to track payments, fraud 
and other issues. 

The sheer volume of government benefits money 
attracted fraudsters like moths drawn to a light. 

Larger pandemic payments made it worthwhile for 
scammers to target state agencies because benefits rose 
to more than $1,000 a week, from a previous $300 to 
$400 a week. Many states that were already struggling 
with outmoded computer systems admitted they were 
targeted by organized crime syndicates

The Federal Reserve found that state and federal 
government offices disbursed $408.9 billion through 
government-administered prepaid cards in 2020, more 
than triple the $135 billion in 2019. 

That total figure includes a wide range of initiatives 
such as Supplemental Nutrition Assistance Program 
(formerly known as food stamps), not just jobless 
benefits. It excludes disbursement by direct deposit. 

“Many states did not have rudimentary protections 
for fraud,” Talcove said. “It wasn’t just California, it was 
across the country.”

California became a target because of the sheer 
amount of pandemic relief given out with few restrictions. 

The state estimates that $20 billion of the $180 
billion in benefits paid out since March 2020 went to 
fraudsters. Among these were prison inmates who applied 
for and received benefits from the state’s Employment 
Development Department.

Fraud experts and state officials point out that the 
vast majority of fraud in state jobless programs occurred 
at the front-end, in the state enrollment process. Banks 
then had to deal with fraud on the back end as well. 

Many legitimate beneficiaries alleged they were the 
victims of identity theft and that money was stolen from 
their prepaid accounts through unauthorized transactions. 
Banks struggled and did not have the staff to cope with 
the various types of fraud that led to an onslaught of calls 

Those looking for a job meet 
with recruiters at a Los Angeles 
job fair hosted by the Los Ange-
les Mission.

“Many states 
did not have 
rudimentary 
protections for 
fraud. It wasn’t 
just California, 
it was across 
the country.”

— Haywood Talcove, 
 fraud expert and CEO,
LexisNexis Special 
Services
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and complaints. 
“Banks don’t want to engage in manually and 

operationally intensive research and investigation as part 
of their processes,” said Tom Miller, CEO of ClearForce, 
a data analytics and risk management firm in Vienna, 
Virginia, who has expertise in fraud in the government’s 
Paycheck Protection Program.

A deluge of fraud 
Like other states, Ohio was hampered by a more than 

20-year-old IT system, one the Department of Job and 
Family Services was in the process of replacing. 

“We were at a point where we had huge numbers of 
claims coming in, a huge backlog of claims to process 
and then all of the contact centers for the public were 
also swamped,” Damschroder said. “The claims that were 
fraudulent came into the state system. We tried to lock the 
front door, lock the windows, and prevent it on the front 
end because every fraud claim that came in was taking 
away from a legitimate claimant.” 

The net result of outdated state systems and minimal 
fraud protections was that banks had to pay vastly 
more claims than expected, primarily due to fraud. That 
turned a business that made modest profits into one that 
generated horrendous losses.

For BofA, the pandemic skewed the cost of 
administering California jobless benefits, which the 
bank started handling in 2010. In its best year, BofA said 
it earned $1 million in pretax income from its benefits 
contract with the Golden State.

BofA lost a total of $240 million on California’s 
Employment Development Department over a 10-
year period that ended in 2020, bank executives told 
Sacramento lawmakers last year. At the height of the 
pandemic, BofA faced a deluge of 40,000 fraud claims a 
month just in California.  

At the federal level, the Office of the Comptroller of 
the Currency and the Consumer Financial Protection 
Bureau began scrutinizing BofA’s actions.

Bank of America’s woes were exacerbated by a half-
century-old law governing electronic transfers that lacks 
a clause for dealing with a tsunami of claims deluging a 
bank. 

The bank also faces more than a dozen potential 
class-action lawsuits and a court-ordered review of tens of 
thousands of fraud claims. BofA has denied wrongdoing 
and has asked for the lawsuits to be dismissed.

Last month, in a regulatory filing with the Securities 
and Exchange Commission, Bank of America warned 
that processing unemployment benefits in California and 
other states may lead to “judgments, orders, settlements, 
penalties and fines.”

The bank listed a range of issues — from litigation 
and investigative costs to regulatory actions — that could 
have a “material adverse effect” on the bank’s financial 
condition. It emphasized that the programs could also 
cause “significant reputational harm.” 

Though California’s jobless benefits program became 
a messy and expensive debacle for BofA, the reason for its 
pullback from state benefits programs becomes clearer 
by looking at the volume of claims it had to deal with.

In addition, banks have legal requirements to 
promptly investigate and respond to consumer fraud 
claims, which, for Bank of America, led to millions in 
losses. 

Coming back for seconds 
As BofA and California’s jobs agency were trying to 

stop fraud on the front end, many of the criminals who 
had first duped the state into paying them jobless benefits 
sought to double-dip by filing fraud claims themselves 
with BofA. 

When a cardholder reports fraud on a prepaid card, 
banks are required by the Electronic Fund Transfer Act to 
give provisional credit within 10 days of being notified of an 
error, typically a purchase the consumer claimed it didn’t 
authorize. Banks typically have 45 days to conduct an 
investigation, and if fraud isn’t found the credit becomes 
permanent. 

Fraudsters were well aware of the law, known by its 
implementing statute Regulation E. After first duping the 
state employment agency into paying jobless benefits, 
thousands of fraudsters then sought to double-dip by 
filing claims to get provisional credits from the bank. BofA 
told state lawmakers in December 2020 that it had paid 
“hundreds of millions of dollars,” in credits to fraudsters. 

Before the pandemic, BofA distributed jobless 
benefit programs in 12 states. Today it serves only two — 
California and New Jersey. Last year, BofA tried to get out 
of its contract with California, but was denied by the state. 

While some agencies have adopted best practices, 
others have not. It is also unclear what impact there will be 
on consumers if banks bail out of the programs. 

“It’s going to create a crisis for beneficiaries if banks 
don’t do this work,” Talcove said. 

BofA’s exit leaves just a few large banks in the mix. 
The $567 billion-asset U.S. Bancorp, of Minneapolis, is 
the largest player in state benefits programs, operating in 
more than 20 states, followed by the $73.4 billion-asset 
Comerica Bank in Dallas, which operates in nearly a dozen 
states. U.S. Bank and Comerica declined to comment. 

Experts in government benefits often point to the 
federal Direct Express program as an example of the 
government subsidizing a prepaid card program. Direct 
Express is a Treasury program that allows Social Security, 
veterans and federal disability beneficiaries who do not 
have a bank account to get their funds on a reloadable 
prepaid card.

Comerica has run the program since it began in 
2008. In recent years, beneficiaries alleged that Comerica 
failed to investigate fraud and the Treasury’s Office of 

KeyBank decided to stop providing prepaid cards for unemployment benefits in Illinois. That means those filing for jobless benefits in that state will need to use 
either direct deposit or receive a paper check.

Photo: Bloomberg News
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the Inspector General recommended that Comerica’s 
compensation be cut for poor performance. But Treasury 
has always renewed Comerica’s contracts and has made 
payments to the bank to operate the program.

Managing costs
Government benefits programs are tricky because 

states want to reduce costs and keep fees at a minimum. 
There are often restrictions by states on what fees banks 
can charge jobless cardholders.

“Governments don’t want the programs to charge 
any fees because it’s politically untenable,” Jackson said. 
“Banks may have reached the point where the programs 
do not always cover their costs.”

State agencies typically negotiate with banks based 
on the lowest fees to cardholders. While contracts vary 
from state to state, many states also share in any revenue 
from fees and get a percentage of the interchange fees 
paid by merchants with every swipe of a prepaid card. 

During the pandemic, online purchases skyrocketed 
and interchange income did as well. Issuers of 
government-administered prepaid cards collected roughly 
$1 billion in interchange fees in 2020, and roughly $272 
million in cardholder fees, according to a Federal Reserve 
report last year. 

Banks collected roughly $190 million in ATM fees 
from government prepaid cards, which were the largest 
source of revenue, followed by $39 million in account 

servicing fees and $21 million in customer service inquiry fees in 2020, the Fed 
found. 

“Everyone wants government programs to be a steady, reliable business,” 
Jackson said. “But these are not huge moneymakers for banks.”

While state agencies benefit from outsourcing the customer service and call 
center costs to banks, banks typically absorb many other costs including operating 
ATMs, keeping them stuffed with cash and processing data requests, such as when 
cardholders check the balance on their card. 

States usually provide at least two payment options for receiving benefits. 
One of those options, direct deposit, helps to significantly reduce fraud and costs a 
penny a transaction. Only two states — California and Nevada — do not offer direct 
deposit as an option.

The return to mailing paper checks means states could be spending more on 
stamps and delivery charges of roughly $2.50 or more per check.

“Writing checks costs a fortune!” Talcove said.

Solutions to fight fraud
Ohio is one example of a state in which a public-private partnership helped 

the state’s jobs agency turn the tide. With the input from bankers and others, the 
state agency added ReCaptcha, multifactor authentication, one-time passwords, 
challenge questions and identity verification to its online and phone systems. 
Monthly claim volume subsequently dropped by more than 90%.

“When we started putting additional fraud detection technology in, we were 
able to prioritize claims that had few fraud flags, and the inbound claim volume 
dropped incredibly,” Damschroder said. “We could tune these systems to not block 
legitimate claims but also stay ahead of potential bad guys.”

The agency also was able to adopt customer service changes such as a call-
back feature and predictive routing to get callers to a specific individual for help.

“We need to have some of the same approaches from a customer-service 
standpoint and customer experience design standpoint that the private sector 
already has,” Damschroder said. 

Ficke says there’s more potential now to create improved systems and 
services. Ohio contracted with LexisNexis to prevent identity theft in the front-
end enrollment process, and with Google Cloud’s government division to help 
differentiate real citizens from cybercriminals.

“Ohio had to use Big Data to assess where the likelihood was of real citizens 
versus fraudsters, and it prioritized the way we adjudicated claims and helped us 
accelerate it by months,” Ficke said.

His hope is that the industry will come up with solutions that could make state 
benefits programs attractive again for banks. There currently is no centralized 
system to track payments and trend across multiple government payment 
platforms, which opens the door to the potential for change ahead.

“There are a lot of people doing a lot of hard work on this,” Ficke said. “It’s 
an opportunity to focus on a type of payments platform that benefits the state 
agencies, banks and consumers.”

CFPB issues warning on 
use of prepaid cards to pay 
government benefits

The Consumer Financial 
Protection Bureau is raising 
concerns about exclusive 
government contracts and the 
fees that recipients of public 
benefits get charged. “Barriers 
to choice kill competition and 
can harm families who need 
every dollar to make ends 
meet,” said Director  
Rohit Chopra.

RELATED ONLINE 
STORIES

U.S. Bank 
Wells Fargo 

Direct Deposit only
N/A

Bank of America 

Central Bank 

Comerica

KeyBank 

Source: Consumer Financial Protection Bureau, UnemploymentPUA.com 

Under review
Banks provide unemployment benefits on prepaid cards in most states and the District of Columbia.  
But some institutions are rethinking these contracts after a surge in related fraud during the pandemic  
made the programs more costly.
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T
he modern payments industry is at the forefront of innovation, and two years 
of pandemic disruptions only accelerated that trend. Buy now/pay later gained 
in popularity. Small businesses had to quickly ramp up their ability to accept 

digital payments. Fraud became a significant concern as criminals looked for ways to 
take advantage of the upheaval. 

This year’s Most Influential Women in Payments honorees tackled all of this. 
“The payments industry now encompasses end-to-end money movement,” said 

Kristy Carstensen, payments chief financial officer at U.S. Bank. “It’s becoming part of 
an ecosystem versus a discrete service.”

This year’s honorees often dealt with these significant shifts while juggling difficult 
personal circumstances. Abeera Aguiar grew up as a daughter of immigrants in 
Pittsburgh, though she still has family in South Asia. During the pandemic, she had to 
meet the demands of her job as head of U.S. payments delivery for TD Bank and then 
brace to hear potentially bad news about family members who still live abroad. 

“At night I was learning about family members in Asia getting sick and needing 
hospitalization and oxygen tanks,” she said. The experience led her to research 
charities that could provide support, and rallied friends and colleagues to donate. That 
“turned my feeling of helplessness into a productive and proactive cause,” she said. 

The honorees are also from across the globe with varied upbringings. Gali Heichal, 
global head of payments partnerships at Klarna, was born and raised in Israel, where 
she was exposed to technology innovation as a teenager. 

“Being drafted to the Air Force at 18 and assuming the immense responsibility 
of managing the operations of an Apache helicopter squadron at such a young age 
instilled the spirit of entrepreneurship in me, and afforded me a strong sense of belief 
that if I truly devote my mind and energy to something, anything is possible,” she said. 

Looking ahead, these leaders must make sure that payment technologies and 
processes continue to adapt to consumers with ever-shifting habits. The honorees are 
listed in alphabetical order and will be recognized at Payments Forum, May 16-18 in 
Phoenix. AB

By Daniel Wolfe, Kate Fitzgerald and John Adams

The Most Influential Women 
in Payments

The 25 honorees on this year’s Most Influential Women in  
Payments list are from around the world and showcase the 
skills necessary to quickly pivot as consumer preferences  
have shifted during the pandemic.



24    American Banker  April   2022      April   2022       American Banker     25 americanbanker.com

The Most Influential Women in Payments

A
s the senior advisor to Visa’s top global risk exec-
utive, Natalie Kelly thought she was ready for just 
about any risk scenario. Then the pandemic hit, 

ripping up all the rules.
COVID-19 brought on major challenges and 

opportunities for Visa, as unprecedented transaction 
volume shifted almost overnight from physical stores to 
online and mobile channels. For the quarter that ended 
Dec. 31, 2021, Visa’s U.S. credit and debit card payments 
volume was up 32% from two years earlier, reflecting the 
mass migration to digital payments.

Visa had to scramble to help thousands of restaurants 
and other small businesses move payment acceptance 
from store registers to the web as fast as possible.

“People shifted quickly to online channels for basics 
— food, medicine, personal protective equipment — and 
scrappy businesses had to get online and go digital, or 
they wouldn’t survive the new world order. We had armies 
of people helping them,” Kelly said.

At the same moment, armies of fraudsters migrated 
online. Kelly’s team needed to continuously refine Visa’s 
arsenal of technology and artificial intelligence-powered 
tools to filter out fraud at warp speed.

For Kelly, the point person tasked with managing risk 
strategy around data security while pushing innovation 
within payment operations and platforms, the pressure 
was unrelenting.

Even as in-store purchase volume began to rebound 

last year, consumers have stuck with contactless and in-
app payment habits they picked up during the pandemic. 
While Visa and payments processors continue adapting 
defenses against fraudsters, risk levels remain elevated.

First-party fraud, where consumers deliberately or 
mistakenly disavow legitimate transactions, also spiked 
during the last two years, resulting in $50 billion in losses 
across the entire payments industry, according to Kelly.

“It’s my team’s job to be a step ahead of the bad guys 
and we faced the worst actors head-on. In far more cases 
than not, we won,” she said.

But these extreme efforts left their mark on Kelly and 
her team.

“One day, unshowered and having barely slept, I’d had 
enough,” Kelly said, reflecting on 2020. “I realized I had to 
lead through change, taking my family and my team to a 
better place.”

Kelly instituted new personal boundaries around 
work time and got back into her prepandemic exercise 
routine. She ditched the elastic-waistband pants and 
started dressing in office clothes, even though she was still 
confined to her home office.

Next she mandated two daily 30-minute “mental 
health breaks” where no one could take meetings. For 
Kelly, that means walking the dog, meditating or listening 
to a podcast.

It’s paying dividends: “We’re taking the space we need 
to remain productive.”

Kelly credits “remarkable mentors” who pushed her 
to take on challenges. “They trusted me with responsibility 
far above my pay grade and their confidence and support 
enabled me to grow.”

Now Kelly works to convey the “art and science of 
leadership” to others as she continues to receive guidance 
from her boss, Chief Risk Officer Paul Fabara.

“He inspires me to activate all the mentoring qualities 
I’ve experienced — trust, empathy, humanity and personal 
empowerment,” Kelly said.

Kelly likes to tell younger, greener employees on her 
team to “think like a CEO” by giving them vice president-
level tasks while surrounding them with resources and 
help wherever they need it.

“I make my world a safe space for future leaders to 
learn,” she said.

 — Kate Fitzgerald

A 
small business like a locally owned pizza parlor 
would not traditionally have access to financial 
services offered by large investment banks. But 

Brinda Bhattacharjee hopes to change that through her 
role at Goldman Sachs’s new transaction banking unit.

Bhattacharjee, chief operating officer and head of 
partnerships for transaction banking, leads the unit, 
branded TxB, as part of the New York-based firm’s 
strategy to broaden its reach through collaboration and 
open technology development. She oversees long-term 
growth and strategy and supervises risk, operations, 
finance, marketing and corporate development initiatives. 

TxB provides a set of application programming 
interfaces that enable fintech platforms to embed TxB’s 
products into their own ecosystems. This enables end 
users to do things like create virtual accounts, originate 
and track payments, retrieve information about those 
accounts and manage incoming payments. One of TxB’s 
partners is Stripe, which entered a deal with Goldman 
Sachs in 2020 to offer bank accounts to merchants 
that use Stripe’s payment processing technology. Other 
partners include American Express, Visa and Fiserv. 

“Until these types of embedded finance relationships 
came about, a corporation or a small business would have 
to go to multiple providers to meet all of their treasury 
needs,” Bhattacharjee said. 

Goldman Sachs debuted TxB in June 2020 in the U.S., 
launched in the U.K. in the summer of 2021 and plans to 

expand to the European Union and Japan next. 
The timing of the initial launch in 2020 was 

challenging given pandemic-related restrictions, but it 
also inspired the development of new techniques at a time 
of increasing demand.

The early-pandemic timing met the demands of 
retailers that wanted to quickly upgrade to digital models 
to accommodate shifts in business. The bank’s work with 
fintechs has helped push payments technology out to 
small businesses faster, Bhattacharjee said. Goldman 
Sachs has operated the transaction banking unit like a 
startup, emphasizing collaboration between different 
departments to share information.  

“Early on, we made a conscious decision to have 
our engineers and product owners seated beside our 
salespeople and operations teams,” Bhattacharjee said, 
adding Goldman Sachs uses agile project management 
techniques, which are designed to expedite development 
by working on smaller pieces of a project, followed by 
feedback and revision in shorter increments. 

“Creating this tight-knit space not only results in a 
better product for clients, but helps individuals get to 
know teammates on a personal level and develop strong 
mentor-mentee relationships, just like the ones that have 
been so valuable to me,” Bhattacharjee said. 

The idea that incredible things happen when women 
support each other has often rung true for her. A native 
of India, Bhattacharjee’s family lived in Kuwait when the 

Gulf War broke out, which prompted a move back to India 
when she was 8. 

“Amidst the uncertainty, we had to learn to be 
resilient, and I formed a sisterhood with classmates at my 
all-girls school, many of whom I’m still in contact with,” 
Bhattacharjee said. 

Later, during her time at Oliver Wyman, Bhattacharjee 
worked with leaders at Goldman Sachs on a series 
of projects, where she built a new network of female 
sponsors who believed in her potential. 

“They took a chance on me, a nonpractitioner, 
and hired me in 2016 to lead Goldman Sachs’s asset 
liability management initiatives. Fast forward to today,” 
Bhattacharjee said. “Forming those bonds created a 
rare opportunity for me to transition from advisor to 
practitioner to builder.”

 — John Adams

Fighting fraud while finding balance:  
Visa’s Natalie Kelly

A focus on small-business needs:  
Goldman Sachs’s Brinda Bhjattacharjee
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S
ilvija Martincevic, chief commercial officer at the 
high-profile buy now/pay later fintech Affirm, has a 
knack for making bold moves at critical moments.

Growing up in Croatia under communist rule, 
Martincevic dreamed of finding opportunities elsewhere. 
After the Balkan wars — and without knowing English — 
she immigrated to the U.S. alone at 17, becoming the first 
person in her family to obtain a college degree.

Having earned honors studying economics, 
management, international relations and German at 
Beloit College, Martincevic was hired to run an investment 
management firm focusing on socially responsible 
companies. Over the next decade at three companies, she 
honed her skills and interest in investing in businesses 
owned by women and minorities.

After getting an MBA from the University of Chicago in 
2011, Martincevic joined Groupon as a director of planning 
while the online-deals company was rapidly expanding. 
She eventually became chief operating officer and chief 
marketing officer of international business, running 
Groupon’s operations across 14 countries.

In 2019, Affirm hired Martincevic to be the San 
Francisco-based firm’s chief commercial officer, reporting 
to the company’s founder and CEO, Max Levchin. Affirm 
was expanding, but the pandemic would transform it. 
When COVID-19 hit, consumers migrated en masse to 
online shopping, and interest-free installment loans struck 
the right chord. 

“Consumers are increasingly budget-conscious, and 
as they seek new ways to manage their money, flexible 
and transparent payment alternatives like Affirm allow 
them to pay at their own pace,” Martincevic said.

Affirm rode the BNPL industry’s rising tide. From 
September 2020 to September 2021, the number of 
merchants offering consumers Affirm’s instant loans 
soared from 6,500 to 102,000, and active users more than 
doubled to surpass 9 million. Key clients include Walmart, 
Amazon, Target, Shopify and American Airlines.

Coping with such explosive growth during the 
pandemic taxed all of Martincevic’s skills, but it wasn’t the 
hardest thing she’s ever endured.

“The most pivotal moment of my life was when 
I became a mother to two kids in two years at the 
same time as I was finishing my MBA,” she recalls. The 
experience taught her that time is precious and that it’s 
important to set priorities, she said.

Martincevic also draws on lessons she learned 
decades ago from her family in Croatia as she leads an 
organization of more than 350 people across the U.S., 
Canada and Australia. 

“I have my grandmother, Marija, to thank for instilling 
in me an imagination beyond limits and reminding me to 
always be tough and kind,” she said.

Mentors have played a big role in Martincevic’s 
career, especially those who challenged her to get out of 
her comfort zone while offering her support, wisdom and 
inspiration. “I want to do the same for others,” she said.

At Affirm, Martincevic is an executive sponsor of the 
company’s employee resource group for women, meeting 
regularly with other female employees in informal settings 
to offer career guidance. Between 2018 and 2020, Affirm 
increased its overall percentage of female employees from 
36% to 46%, while female managers at the company 
expanded from 27% to 46%, the company said. Using 
tools like Udemy, Affirm creates onramps to leadership for 
entry-level employees and pushes transparency for goal-
setting and achievement.

In addition to keeping up with Affirm’s growth during 
the pandemic, Martincevic faced personal challenges 
juggling child care, online schooling and worrying about 
her parents still living in their home country. “To gain 
inspiration, I take a step back to recharge,” she said.

 — Kate Fitzgerald

T
he rapid shift to digital payments hit much harder 
for Verizon, a large biller that relies on its nation-
wide chain of retail stores to collect payments from 

many of its customers. 
The wireless carrier moved quickly to adapt the 

systems it used to accept payments in call centers to 
support walk-in customers. Verizon also forged ahead with 
real-time payment options — and it’s part of Attie Muse’s 
job to get more banks on board with such systems.

“We felt we had an opportunity to have an influence 
and provide feedback to banks and encourage broader 
participation” in Request for Pay (RfP), a system that lets 
consumers pay bills immediately or at a scheduled time, 
said Muse, director of payment strategy and operations 
for Verizon in Basking Ridge, New Jersey.

Citigroup, Bank of New York Mellon, JPMorgan Chase 
and PNC Financial Services Group were among the first 
banks to support RfP for bills, enabling them to be paid 
in real time over The Clearing House’s RTP rail. But that 
leaves dozens of large banks and thousands of small 
banks that don’t offer requests for real-time payments. 

Verizon was part of the original deployment of 
RfP through BNY Mellon and Citigroup, and a group of 
about two dozen banks have pledged to offer RfP, plus 
thousands of other banks that could come on board as 
clients of the bank tech firms Fiserv and Jack Henry.

The last tranche of Verizon bills for the Citigroup pilot 
went out on March 1, and Verizon is now working with U.S. 

Bancorp, Bank of America and Wells Fargo on a limited 
pilot of RfP. 

“We need to get bank ubiquity if this is going to take 
off,” Muse said. Self-service real-time billing options are 
also under development, she added.

RfP can be a big help for consumers who may 
be struggling, and the technology is in line with other 
Verizon initiatives such as its support for Keep America 
Connected, a pandemic program that allows people to 
defer invoices and balances to allow customers to retrain 
wireless service.

Muse was also involved in forging Verizon’s strategy 
as its retail locations closed and then reopened during the 
pandemic. Like a lot of merchants, Verizon had to come up 
with a way to manage transactions at locations that had 
relied on a traditional point of sale. 

“We had to strategize very quickly about how we 
would operate when we were able to open back up,” 
Muse said. It was important to remove friction and create 
physical distance between the payment peripheral, 
Verizon employees and the customer, she said.

Verizon used an existing digital payment link that it 
had used in its customer care and telesales call centers. 
But this could increase Verizon’s chargebacks because 
of switching to card-not-present transactions, Muse 
said. To limit risk and shift fraud liability to the issuing 
bank, Verizon used 3D Secure on these transactions. The 
company also implemented curbside pickup that included 

additional digital engagement and authentication through 
the wireless carrier’s My Verizon app. 

“This made it very easy for customers to continue to 
do business with us,” Muse said. 

Muse began her career at Alltel, which Verizon 
acquired in 2009, at the age of 18. A series of promotions 
led her to a management position in financial services, 
and eventually leadership of a payments operation team. 
When she became director of payments operations 
in November 2020, Verizon hired an external coach to 
mentor Muse during her first three months in the role. 

“While I had very little margin in my day to meet 
weekly with this mentor, it ended up being extremely 
productive and helpful in getting me to think in new and 
different ways and to have a neutral and external party to 
discuss issues and ideas with,” Muse said.

 — John Adams

From communist rule to C-suite  
leadership: Affirm’s Silvija Martincevic

Becoming a real-time payments  
pioneer: Verizon’s Attie Muse  
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Abeera Aguiar
SVP and Head of  
U.S. Payments Delivery
TD Bank

Digital trailblazer
As the head of U.S. payments delivery 
for TD Bank, Abeera Aguiar drives 
product strategies and builds pay-
ment innovations for the U.S. market. 
She leads a team of digital product 
owners who drive modernization. That 
includes the migration to contactless 
payments and making it easier for 
customers to use debit and credit 
cards with digital wallets.

Brinda Bhattacharjee
COO and Head of Partnerships, 
Transaction Banking
Goldman Sachs 

Cloud formation
At Goldman Sachs, one of the trans-
action banking department’s projects 
has been building a cloud-based plat-
form from scratch. Brinda Bhattacha-
rjee oversees the long-term strategy 
of the department, and supervises its 
risk, operations, finance, marketing 
and corporate development initiatives. 
She has helped form partnerships 
with payments companies like Ameri-
can Express, Visa and Fiserv.

Beverly Cole
Senior Director, Global Treasury 
Payment Products and Services
Walmart 

Center stage
Beverly Cole leads payment strategies 
for Walmart, and oversees its govern-
ment acceptance, global gift card and 
associate paycard programs. “I am 
responsible for integrating payment 
capabilities with the organization’s 
broader strategic initiatives while 
ensuring programs remain current 
regarding technology, regulation, com-
pliance and emerging trends.”

Alisa Ellis
Global Head of Innovation and 
Emerging Products
Discover

On the cutting edge
Alisa Ellis leads innovation in emerg-
ing products such as mobile wallets, 
blockchain and open banking for 
Discover. But her overall background 
is varied and includes experience 
beyond financial technology. “I’m a 
product and strategy professional 
with more than 20 years in financial 
services, but my career journey has 
taken many different turns — start-
ing in journalism school, moving on 
to consulting, to roles in finance and 
strategy, and then landing in product 
development,” Ellis said. 

Home office
Ellis strives to be open about the chal-
lenges of work-life balance. “As a wife, 
mother of two and a new puppy par-
ent, I find myself constantly juggling 
the demands of work and family life 
while working out of the same space I 
live,” she said. “By talking about these 
challenges with my team, sharing my 
own stories and letting them witness 
real life overlapping with my home 
office, it helps to normalize this part 
of life.”

Kim Fitzsimmons
CEO
Talus Pay

By her bootstraps
Kim Fitzsimmons’s path to becoming 
a CEO began humbly when she an-
swered a classified ad to handle inside 
sales at a Tennessee-based payments 
processor specializing in gas stations 
and convenience stores. Fitzsimmons 
impressed her boss there — future 
First Data executive Ed Labry — with 
her drive. His mentorship helped her 
advance to increasingly challenging 
management and leadership posts.

Kathryn Albright
EVP, Global Payments  
and Deposits Executive
Umpqua Bank

Natural fit 
With a mother who worked in finance 
for the government and a father whose 
job was with the Bureau of Engraving 
and Printing, Kathryn Albright fell 
naturally into banking. She worked at 
several large and regional institutions 
before joining Umpqua Bank. She 
was drawn to the bank for its role in 
developing fintech that uses real-time 
payments and blockchain technology.

Kristy Carstensen
SVP, Payments CFO
U.S. Bank

Forging a path
Kristy Carstensen is a founding pro-
gram sponsor of U.S. Bank’s Women 
in Payments leadership program, 
which goes beyond what she calls the 
large-group format of career coaching. 
Instead, it’s a program designed for 

small, supportive groups with spon-
sors that prioritize an employee’s 
career path preferences.

Carolyn Criscitiello
Head of Consumer and Business 
Banking Payments
Santander Bank

Innate skills
Driving the payments strategy at 
Santander calls for a holistic view of 
the bank. Fortunately that’s one of 
Carolyn Criscitiello’s strengths. Over 
two decades, she went from urging 
companies to be first in web market-
ing to embracing mobile apps. She 
has also held roles at M&T Bank and 
HSBC, where she became an expert in 
real-time payments and blockchain.

Valerie Greer
Chief Commercial Officer
Alliance Data

Learning curve
After 17 years at HSBC, Valerie Greer 
sensed career stagnation. Stints at 
JPMorgan and Citigroup taught her 
new skills in cobranded payment card 
operations. Then Alliance Data hired 
her in 2020. Many Alliance Data retail 
clients struggled during the pandemic, 
but Greer played a key role in integrat-
ing new installment lending tools and 
Bread, the recently acquired buy now/
pay later platform.

Cathy Beardsley
President and CEO
Segpay

Blazing trails
Cathy Beardsley advanced her career 
by being brave enough to explore 
unknown opportunities. Segpay was 
the first payments facilitator to “seg-
regate” funds away from merchants’ 
operational accounts to guarantee 
merchants would always get paid. 
That practice is now the industry stan-
dard. Beardsley also advocates for 
merchants’ rights, pushing lawmakers 
to clarify legal online marijuana sales 
policies.

Risk-taker
Not every merchant can easily accept 
credit cards, especially in niches con-
sidered by various authorities to be 
high risk — such as cannabis market-
ing and online gambling. Beardsley, 
who previously held roles at MCI and 
Intercept Payment Solutions, set out 
in 2005 to build a secure, trusted 
payment-processing company for 
these markets. Segpay is now one of 
a handful of companies approved by 
Visa for high-risk internet payments, 
and more than 600 global merchants 
rely on it.
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Sherri Haymond
EVP, Global Digital Partnerships 
Mastercard

Opening doors
A Mastercard survey found that during 
the pandemic, 66% of people tried a 
new payment method they would not 
have otherwise used. With a shift like 
that, it’s critical to address the digital 
divide, Sherri Haymond said. “Small 
businesses struggled to overcome 
challenges brought on by COVID,” she 
said. Mastercard has launched pro-
grams like Digital Doors, which helps 
merchants embrace new technology.

Sharon Kean
Senior Product Director
Wise

Salary transparency
Payments traditionally has been a 
male-dominated industry, and Sharon 
Kean wanted to do something about 
that. Not long after arriving, she 
helped transform Wise’s hiring strat-
egy, boosting the gender diversity on 
her team by 40%. She also introduced 
transparent salary bands for product 
roles, which most of the company’s 
other departments have now adopted.

Listening with empathy
Kean’s problem-solving skills led her 
to a role in product development at 
cross-border payments firm Wise. 
One of her central beliefs has always 
been that leaders should get to know 
employees personally to better assist 
them in taking on new challenges with 
the confidence of knowing they’re 
supported, even if they fail. “It fos-
ters collaboration by leading with 
empathy and a growth mindset,” she 
said. The pandemic intensified these 
practices and left an indelible mark on 
workforces, Kean said. “Now I make a 
conscious effort to understand how 
my team is feeling and to hear them as 
individuals,” she said. 

Natalie Kelly
SVP, Global Head of Risk Strategy, 
Innovation, Ops, Execution, MIS and 
Ecosystem Security and Integrity
Visa

Rolling with the punches
Natalie Kelly thought she was a 
master of managing fraud when the 
pandemic upended all norms. Trans-
action volume surged as purchases 
migrated from stores to online and 
mobile channels. Kelly and her team 
helped thousands of restaurants and 
other small businesses stay afloat by 
providing quick solutions to accepting 
digital payments.

Silvia Mensdorff-Pouilly
SVP, Banking and Payments, Europe
FIS

Continental power
Under Silvia Mensdorff-Pouilly’s lead-
ership, FIS’s European team delivers 
products for a range of customers, 
such as processors and fintechs, 
which see payments and banking as 
core to their business. She is also an 
advisory board member of the Pay-
ments Association UK and one of the 
founding members of the European 
Women Payments Network.

Tamara Romanek
Director, Payments Industry, 
Networks, Financial Institution 
Partnerships and Strategy
Meta Platforms (formerly Facebook)

Dialing up
Tamara Romanek’s career in pay-
ments began 30 years ago at First 
Data Merchant Services, working with 
merchants to process digital card 
payments. “This was a time when only 
20 million American adults had access 
to the web and it was via a dial-up 
modem,” she said. She would go on to 
work for Visa and JPMorgan.

Gali Heichal
Director and Global Head  
of Payments Partnerships
Klarna

Learning from experience
Gali Heichal supervises Klarna’s 
relationship with partners, such as 
issuers and processors, that power 
its payments infrastructure. That 
means she gets to work with experts 
at organizations such as Visa, Marqeta 
and Apple to help Klarna rethink its 
processes and procedures. She calls 
this chance to collaborate with others 
an “honor and privilege.”

Silvija Martincevic
Chief Commercial Officer
Affirm

Important virtues 
Managing more than 350 people in 
the U.S., Canada and Australia, Silvija 
Martincevic draws on lessons learned 
from her Croatian grandmother to 
be “tough and kind.” She also leads 
mentoring programs for other women 
at Affirm, hoping to pass on what she 
learned from her own mentors about 
facing challenges.

Attie Muse
Director, Payment Strategy  

and Operations
Verizon

Guiding hand 
Verizon assigned a coach to Attie 
Muse upon her promotion to director. 
“It ended up being extremely produc-
tive and helpful in getting me to think 
in new and different ways and to have 
a neutral and external party to discuss 
issues and ideas with,” she said. 

Paulette Rowe
CEO, e-Commerce  
and Integrated Solutions
Paysafe

Freedom to experiment
Paulette Rowe learned some of her 
biggest lessons at RBS, when she 
was promoted suddenly to oversee a 
20,000-employee division. She suc-
ceeded because she was given room 
to experiment. Rowe deploys that 
mindset now at Paysafe by bringing in 
employees enthusiastic about crypto 
and e-sports for “reverse-mentoring” 
of other executives. 

Vidya Peters
COO
Marqeta

Surviving sexism
Armed with a degree in industrial 
engineering, Vidya Peters initially took 
a consulting job, working in Singapore, 
Hong Kong, Thailand and India. “It 
wasn’t as glamorous as it sounds,” she 
said, noting that she endured rampant 
sexism and inappropriate behavior. 
Regrouping after falling ill, Peters 
discovered marketing and soared 
up the ranks at Intuit and MuleSoft, 
before Marqeta hired her to lead sales, 
program management and marketing 
for its global digital card-issuing oper-
ations. “It’s the perfect mix of art and 
science,” she said. 

A triple challenge
The pandemic brought major personal 
and professional challenges. Peters 
moved to the Netherlands with her 
husband and two young children, and 
working remotely in an unfamiliar envi-
ronment was isolating. At the same 
time, Marqeta experienced record 
growth from digital commerce clients 
— including DoorDash, Instacart and 
Affirm — as demand soared during the 
pandemic. All of that forced Peters to 
push herself. 
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Rosemary Stack
SVP, Enterprise Payments
Bank of America

In real time
As peer-to-peer payment apps and 
faster processing become table 
stakes, Rosemary Stack led the unit 
that launched real-time payments 
at Bank of America, as well as the 
design and delivery of Zelle-branded 
payments on The Clearing House’s 
RTP rail — including work with two 
networks and another bank. 

Colleen Taylor
President, Merchant Services, U.S. 
American Express

The best fit
“Every day I try to allow people to 
show up differently, without the 
constraints of the system so to speak,” 
Colleen Taylor said. “ ‘Paying your 
dues’ is a way of the past, and it’s not 
helping us get to the future in terms of 
talent growth and retention. I try to let 
people fill the role they are best suited 
for, regardless of their experience or 
level and outside of a constrained 
hierarchy.”

Mary Uslander
SVP, Head of GBS Commercialization 
and Client Experience
Fiserv

An unexpected detour
Although Mary Uslander considered 
joining the Peace Corps, she took an 
entry-level job at JPMorgan where 
she learned how to code. She quickly 
advanced, and over two decades held 
roles at various brokerage firms, be-
fore landing at First Data in 2014. Her 
task was to help First Data, which is 
now Fiserv, use the recent acquisition 
of Clover, the small-business point-
of-sale platform, to become more 
fintech-like. That has paid off.

Whitney Woyke
Division President, Payments
MetaBank Financial Group

E-momentum 
The recent acceleration of digital pay-
ments has created an opportunity for 
MetaBank to expand. “At MetaBank, 
we saw an enormous boom in digital 
banking and products sold through 
alternative channels, which gave 
consumers a wider set of options to 
manage their financial needs, forward-
ing our mission of ‘Financial Inclusion 
for All,’ ” Whitney Woyke said. 

Aleksandra Teichman
Senior Director, Payments
Cross River Bank

Fintech focus
One of Aleksandra Teichman’s pas-
sions is seeing fintech innovation in 
action. Living in the intersection of 
fintech and payments, Teichman uses 
her knowledge of payments technolo-
gy to envision business solutions and 
brings them to life. “We bring forward 
products that democratize financial 
services to both consumers and mer-
chants,” she said.

Woman to woman
Teichman “stumbled into payments” 
at the Japanese card network JCB, 
initially thinking she would work with 
luxury brands. Plunging into technol-
ogy instead, her opportunities rapidly 
expanded. At American Express, she 
worked with a series of mentors and 
adopted a mindset of “intentional 
leadership” that she’s brought to 
Cross River. “Being confident and 
believing in what you are doing are 
keys to rallying others behind your 
idea and bringing your vision to real-
ity.” Teichman is putting that concept 
to work with a women’s leadership 
and networking program Cross River 
recently established.
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F
ive Star Bank in Warsaw, New York, was in the midst of upgrading its digital banking 
platform when the pandemic struck. Like its peers, the company shuttered most 
in-person branch services and pivoted rapidly to a remote work environment for most 
nonbranch workers.

Given the enormous pressure created by those circumstances, Five Star could have 
chosen to halt the digital upgrade. Instead, top executives decided to push the project along 
to make sure that its retail customers would have access to the bank during the economic 
shutdown.

By May 2020, the bank launched its new platform in collaboration with the fintech 
company Q2 Holdings. The project marked one of Five Star’s first meaningful, noncore 
technology partnerships.

Today Five Star Bank says it is actively working with 12 to 15 fintech partners and talking 
with at least two dozen more as part of a digital-first strategy focused on one important thing: 
relevance.

Since 2020, in addition to the improved consumer digital banking platform, Five Star has 
launched an enhanced commercial digital banking platform; stood up banking-as-a-service as 
a line of business; introduced a variety of new digital lending services; and rolled out a bitcoin 
product.

Later this year, in collaboration with a national alliance of smaller, like-minded banks, Five 
Star will roll out an alternative peer-to-peer payments network with real-time capabilities. It 
also expects to unveil a new digital financing solution for large businesses.

“Banks are at a point where they are saying, ‘OK, I can make investments and remain 
relevant and transform digitally and lean into that’ or ‘I’m going to plod along as a financial 
institution and we’ll see what happens,’ ” said Sean Willett, Five Star’s chief administrative 
officer since the fall of 2018.

By Allissa Kline |   April 2022   |  10 Min Read

Staying in the game: 
A small bank’s bid to go digital
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of how we’re trying to lean into the tech-forward financial 
institution in terms of the intersection of technology and 
community banking,” Birmingham told analysts in January 
during the company’s fourth-quarter earnings call.

Five Star is also one of the growing number of 
U.S. banks with a banking-as-a-service offering, which 
connects fintechs that want to offer banking services to 
actual banks that provide the back-end capabilities.

In one example, Five Star is working with Autobooks, 
a Detroit-based digital payments provider for small 
businesses, to enable the use of Five Star’s digital banking 
platform. For Five Star, such partnerships provide the 
chance to create more fee revenue, more interest income 
and more insight into consumer trends, Willett said.

That data, he added, then helps the bank develop new 
products and services based on customers’ needs.

Standing out in a crowd
Banks like Five Star that are getting into the banking-

as-a-service business can use fintechs to acquire new 
customers, said Kate Drew, director of research at CCG 

Catalyst Consulting. It is also a way for banks to stand out 
from the crowd, she said.

“Really what it comes down to is how hard it is to 
differentiate [in banking] and how good fintechs are at 
differentiating,” Drew said. “Banks can now outsource that 
challenge of differentiation.”

Five Star has not disclosed how much it is spending 
on its digital transformation. But it is “a multimillion-dollar 
project” that is “spread out over a number of lines of 
business,” Willett said.

He classifies the focus on all things digital as an 
“existential opportunity” for the bank. Though Five Star 
is not leaving behind its roots in community bank lending 
and deposit-taking, it is leaning into digitization as the way 
forward, he said.

“If we’re not able to keep pace, we truly think it’s a 
missed opportunity for us, and that goes to the heart 
of being relevant,” Willett said. “It starts an erosion 
of customers that will go to other institutions who 
can provide those services or, worse yet, nonbanking 
institutions.” AB

“But we kind of know how that’s going to play out,” 
Willett said. “Those that don’t innovate don’t survive.”

Embracing digital 
It wasn’t that long ago that Five Star — and the four 

rural community banks that were consolidated in 2005 
to form the present-day operation — were known for 
making loans to farmers in small-town communities in 
Central and Western New York. But over the past decade 
or so, the banking subsidiary of the $5.5 billion-asset 
parent company known as Financial Institutions has 
embarked on an ambitious plan to reinvent itself, in part 
by diversifying its business mix and expanding its physical 
presence to nearby metropolitan markets.

It has built out fee-based businesses in insurance 
and investment management while opening branches in 
Rochester and Buffalo. Both cities continue to represent 
opportunities to take more market share, according to 
Martin Birmingham, who was promoted to CEO nine years 
ago.

Five Star is also expanding its commercial banking 
footprint, with the recent hiring of a team of four 

commercial lenders in the Baltimore and Washington, 
D.C., markets.

But the razor-sharp focus on digital innovation 
is driving much of the conversation at Five Star these 
days. The bank, which was by no means a straggler in 
the past, has “embraced” digital experiences as the 
chief component of the bank’s forward-thinking vision, 
Birmingham said.

“It is a fundamental strategic pillar of our plan,” he 
said.

The list of digital-related areas in which Five Star is 
investing, and the companies with which it is working, 
is wide-ranging. One of its early fintech partners was 
Numerated, which has a digital loan origination system. 
Five Star worked with the Boston-based company to 
process 1,500 Paycheck Protection Program loans during 
the second round of PPP funding in 2020.

Numerated is now helping Five Star enhance its 
digital services for small businesses that need term loans, 
lines of credit and small-business checking accounts, 
Birmingham said.

Also in 2020, Five Star joined Alloy Labs Alliance, a 
consortium of small and midsize banks that shares ideas 
and costs related to digital innovation, and works together 
to leverage technology skills and partnerships that they 
otherwise might not be able to secure on their own.

This spring, Five Star will be one of 10 members of the 
Alloy consortium that will launch Chuck, an open network 
for instant payments that is powered by Payrailz, a digital 
payments company.

Five Star is one of the banks “that put skin in the 
game and put their resources and time into actually 
building” Chuck, said Amber Buker, director of insights at 
Alloy Labs Alliance. She said Five Star is one of the most 
active participants in the 60-member consortium.

“They’re always raising their hand,” Buker said.

Betting on bitcoin
Digital currency is another area where Five Star is 

investing. By the end of the second quarter, customers 
will be able to buy, sell and hold bitcoin through Five Star’s 
mobile banking app and online banking platform. Five 
Star is partnering with NYDIG, a bitcoin company, on the 
project.

The addition of bitcoin services is “a great example 

Martin Birmingham, CEO of Five Star Bank in Warsaw, New York. Sean Willett, Five Star’s chief administrative officer.

“Banks are at a point where 
they are saying, ‘OK, I can 
make investments and remain 
relevant and transform dig-
itally and lean into that’ or 
‘I’m going to plod along as a 
financial institution and we’ll 
see what happens.’ ”

Sean Willett,
Chief Administrative Officer,
Five Star Bank
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Book Review

The Lords of Easy Money: How the Federal 
Reserve Broke the American Economy
By  Christopher Leonard

T
here are a lot of ways to assess the extent to 
which the Federal Reserve has exacerbated 
economic inequality. Some opinions lean 
toward the polemical or 

even conspiratorial, while I chose 
a more analytical approach in my 
recent book, “Engine of Inequality.” 
The business journalist Christopher 
Leonard brings a unique perspec-
tive to this critical question — by fo-
cusing on the personal — in his new 
book, “The Lords of Easy Money.”

Leonard’s book examines how 
the central bank’s policy of quantita-
tive easing after the financial crisis 
worsened economic inequality in the 
U.S. It largely focuses on Tom Hoenig, 
who was then the president of the 
Federal Reserve Bank of Kansas City, 
opposing this monetary policy that 
pumped billions into the economy and 
encouraged bankers and others to make more risky loans. 

Leonard’s book is not only a compelling read, but also 
an important contribution to understanding what the Fed 
did over the last two cataclysmic crises and why those who 
needed the most help instead got the worst of it. To be sure, 
Leonard’s more personal approach unfortunately omits 
another important angle: the political. Thus, we don’t know 
if Leonard’s terrific insights might also tell us what needs to 
be done in light of this book’s revelations to right economic 

inequality in this country. 
As with any tale premised on the personal, “The Lords 

of Easy Money” relies on internal thoughts and scenes that 
Leonard could not have observed. The book opens with a 
compelling, but surely somewhat fictional, description of 
Hoenig waking up in a Washington, D.C., hotel room, dress-
ing and presumably squaring his shoulders to gird for battle 

opposing quantitative easing in 2010.
As captivating as some of these details 

may be, it’s not entirely clear that it adds 
much to our understanding of the effects 
of Fed policy. Does one need to read about 
the time Hoenig spent in his youth working 
at his father’s plumbing-supply company 
to appreciate the important insights he has 
brought over the years to the Federal Open 
Market Committee? 

Still, for all the cinematic effect, Leon-
ard points to a vital, under-appreciated fact 
that led to Hoenig’s crusade. As Leonard 
rightly says, the definition of money and 
how much of it there is was once dictated 
at least as much by political will as by the 
Fed’s printing press and Wall Street’s might. 
Now, money is most importantly created 

by the central bank and no longer just for monetary-policy 
transmission. Instead, money flows copiously for finan-
cial-market and even credit allocation. Money is deployed 
in the trillions for objectives determined exclusively by each 
modern Fed chair’s belief in what he or she thinks is best 
with little regard for the consequences.

Leonard’s painstaking read of years of FOMC minutes 
leads him to describe much of the Fed’s reasoning as 
“magical thinking” that was remarkably wrong a stunning 

By Karen Petrou  |   April 2022  |  10  Min Read

Coming Down Hard on the Fed
In “The Lords of Easy Money,” the journalist Christopher Leonard takes a critical eye to the 
Federal Reserve’s actions following the 2008 financial crisis, in particular, how the policy of 
quantitative easing has worsened economic inequality in the U.S.

median wealth of a white American is $160,000, 
while the median wealth of Black Americans is less than 
$9,000.

Lending institutions are actively maintaining this 
catastrophic chasm between the races. Whether by 
official policy or informal individual bias, the institutions 
that control the money faucet behave differently when the 
person applying for a loan is Black.

Mystery-shopper tests conducted by the National 
Community Reinvestment Coalition at bank branches in 
Los Angeles, Atlanta and Washington, D.C., have repeat-
edly documented different treatment by bank staff for 
white and nonwhite small-business loan customers. 
Black and Latino mystery shoppers interested in govern-
ment-backed Paycheck Protection Program loans were 
again treated differently than white testers.

This evidence of racial bias in small-business lending 
indicates a high likelihood of similar experiences, as well 
as discriminatory outcomes and underrepresentation in 
lending, for minority and women small-business own-
ers nationwide. We know that’s the case with mortgage 
lending, because banks are required to collect and report 
mortgage data. That data shows Black, Latino and Native 
American borrowers remain dramatically underserved in 
the mortgage market. 

We can anticipate similar discrepancies in 
small-business lending, but we don’t know for sure. We 
have no meaningful data from lenders. But that’s about 
to change. The CFPB is poised to issue a final rule that 
will require lenders to start collecting and disclosing 
more data on the race and gender of small-business loan 
applicants, just like they do for mortgage data. All that 
remains is determining what exact rules will be applied 
and enforced by the CFPB to fulfill the data mandate in 
Section 1071. 

If the rules are shaped by curiosity and social re-
sponsibility rather than fear, we will finally be able to see 
whom lenders are serving and whom they aren’t, to meet 
the small businesses’ needs in their communities. If bank 
lobbyists get their way, the rules will be clumsy, flimsy and 
unlikely to spark meaningful change.

If you are a lending executive with a sincere desire to 
be part of the solution to the nation’s socioeconomic di-

one way for the director to create that jurisprudence 
himself.

The updated rule also included procedural changes that 
could limit judicial review if not properly followed. It adds a 
new rule that requires a party to (1) raise an argument before 
an administrative law judge in order for that issue to be heard 
by the director and (2) raise an argument before the director 
in order to eventually raise that issue in any court appeal 
of an administrative decision. This layered process creates 
multiple avenues for a party to inadvertently waive an issue 
by failing to raise it relatively early in the legal process. 

Further, the updated rule also amends the requirements 
for answers in administrative proceedings to require parties 
to not only plead affirmative defenses, but also plead “avoid-
ance defenses” — those that typically depend on introducing 
new facts outside of the complaint. That requirement, too, 
opens another window for a procedural misstep that could 
result in a party accidentally waiving issues during the admin-
istrative process.

The updated rule also revises the rules of practice to 
bring civil litigation-style depositions to the administrative 
process. Previously, depositions were only permitted for wit-
nesses unable to attend or testify at a hearing. The updated 
rule eliminates that limitation by permitting discovery deposi-
tions either by oral examination or by written questions.

The updated rule includes many other changes, but 
those above make it easier for the CFPB to litigate in the 
administrative process. In this regard, the CFPB’s approach 
is consistent with state-level financial services regulators that 
primarily enforce through administrative processes rather 
than in court. Of course, any final agency decision will still 
be subject to judicial review, but there are many respects 
in which the applicable standards of review could put an 
appealing party at a disadvantage.

Given the potential significance of the changes, whether 
and to what extent the CFPB’s preferred forum for litigated 
matters shifts in light of these changes bears monitoring. 

While the updated rule is effective immediately, the 
CFPB accepted comments through early April. Given the 
potential significance of the changes, whether and to what 
extent the CFPB’s preferred forum for litigated matters shifts 
in light of these changes bears monitoring. AB
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amount of the time. Leonard is particularly acidic when he points out that the Fed is 
lionized for curbing inflation in the 1980s and for countering the crises of 2008 and 
2020. But the central bank often somehow escapes a bad rap for its market-trans-
forming, anti-equality policy interventions that didn’t even work.

Leonard is also scathing — with good reason — about the Fed’s actions after 
the 2008 financial crisis. He rightly recognizes that the Fed overcompensated for 
its pre-2008 regulatory failings at the biggest banks with tough new rules for them. 
This inadvertently opened new avenues to even higher-risk activities, such as lever-
aged lending, by the biggest nonbanks. These turned the pandemic’s unavoidable 
macroeconomic shock into a financial-market firestorm. 

“The Lords of Easy Money” also provides important, unprecedented insight 
into the repurchase-market crisis of 2019, a massive Fed intervention Leonard 
rightly dubs the “invisible bailout.” No one yet has so clearly shown how the Fed’s 
easy money so drenched financial markets that even spectacularly leveraged basis 
trading by the world’s hedge funds became a no-risk proposition. This $400-plus- 
billion market rescue was described by Federal Reserve Chairman Jay Powell as 
only “balance-sheet maintenance.” Leonard criticizes Powell and the central bank 
for bailing out the markets just as they began to self-correct. 

Financial crises are, of course, disastrous, but market interventions at the first 
sign of trouble turn the Fed into a lender and market-maker of first resort, and the 
global financial system into a morally hazardous playground that benefits those 
willing to take the most chances. 

Where Leonard goes astray is in his praise not only for Hoenig’s prescient 
opposition to quantitative easing, but also for his crusade at the Federal Deposit 
Insurance Corp. to reinstate the leverage ratio as the biggest bank’s binding capital 
constraint. Opposition to this was not only based on the banks’ desire to have the 
least burdensome capital regime, but also recognition that the higher a simple 
capital ratio rises, the larger the unintended consequences. Even with a leverage 
ratio less than Hoenig wished, the sum total of post-2010 rules redefined banking 
into a fee-based, trading and wealth-managing business that gutted mass-market 
financial intermediation even as it enabled the rapid-fire market ascendance of 
“shadow” banks free from even the lightest capital touch.  

Asymmetric rules for companies in the same business breed aggressive regu-
latory arbitrage and experience proves it. In his fight for a leverage capital standard, 
Hoenig was stubborn, principled and determined, but that didn’t make him right.

It’s clear that Hoenig fought valiant campaigns — some right, some wrong — 
that took him through some of the most consequential financial-policy decisions 
of the last 40 years. Leonard’s storytelling takes us through the years in which the 
middle class in America was hollowed out. Many things caused this radical transfor-
mation of America from the land of opportunity to one of rampant opportunism.  

The Fed isn’t the only cause, nor necessarily even the most important one. 
However, it played a major, albeit unintended, part in creating an economy that 
works for the few in a nation most Americans now think is headed in the wrong 
direction. Leonard’s book helps us hold the Fed to account and for that it is an 
important contribution.  AB
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