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A Tough Crowd on Wall Street 
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The cameras and lights were all trained on President Obama, as he delivered a stern message in downtown Manhattan about the need for reform in the finance industry.

There was no cheering section. The audience offered up only one round of applause, and a scan of the faces as the president spoke — grimacing, staring at the floor, nervously glancing at BlackBerrys — spoke volumes about how they felt as they listened to the president’s words. 

“We will not go back to the days of reckless behavior and unchecked excess that was at the heart of this crisis, where too many were motivated only by the appetite for quick kills and bloated bonuses,” the president warned. 

“Those on Wall Street cannot resume taking risks without regard for consequences and expect that next time, American taxpayers will be there to break their fall.”

His audience was Wall Street’s top echelon, a group that included some people, as he suggested, who “owe a debt to the American people.”

There was Richard D. Parsons, chairman of Citigroup; Gary D. Cohn, president of Goldman Sachs; Roger C. Altman, chief executive of Evercore Partners; Daniel Loeb, founder of the hedge fund Third Point; Peter G. Peterson, a founder of the Blackstone Group; and James S. Chanos, the famous short-seller, among others. They wanted to be there, of course, since the invitation list reflected the power structure on Wall Street. It was as if the lunch crowd at the Four Seasons had relocated themselves downtown for the day. 

But no bread was broken — literally and figuratively. They came, they listened, they left. There was little sense that the country was any closer to reforming Wall Street. After the speech, they all departed for their real power lunches. 

Just about every executive I spoke with afterward was politely supportive. 

“Tonally, he was correct,” Mr. Cohn said. “Reform is necessary.” 

That tone was a difficult balancing by the president, seeking the help of the industry to reform itself in one breath, and then chiding Wall Street for its behavior and practices in the next. 

“It was a collective failure of responsibility in Washington, on Wall Street and across America that led to the near-collapse of our financial system one year ago,” the president said. Several audience members vigorously nodded in agreement, warming to the notion that blame was being shared on the unofficial anniversary of the financial meltdown.

But then the president narrowed his aim, focusing more tightly on the role of Wall Street.

“You don’t have to wait for a law to overhaul your pay system so that folks are rewarded for long-term performance instead of short-term gains,” he said. 

Another line was met with some scowls, “It is neither right nor responsible after you’ve recovered with the help of your government to shirk your obligation to the goal of wider recovery, a more stable system and a more broadly shared prosperity.”

Substantively, Mr. Obama called for more regulation and reform, pressing for “resolution authority” to handle the failure of an institution deemed “too big to fail” without impacting the rest of the market. It was one of the few topics that the audience, which also included Treasury Secretary Timothy F. Geithner, Paul A. Volcker and Mayor Michael R. Bloomberg, all seemed to agree needed to be a priority.

The president also called, again, for “a systemic regulator” — someone who could monitor all financial institutions and be able to take action before one firm’s problems could infect the rest of the system. 

The Obama administration has said that the Federal Reserve should be in charge of such monitoring. As I spoke with chief executives when we left the auditorium, most said they agreed with the need for a systemic regulator. But, as with other power battles going on between the Fed, the Treasury and the Federal Deposit Insurance Corporation, nobody was exactly sure who should be in charge of it.

The president’s call for a new Consumer Financial Protection Agency was also greeted with mixed enthusiasm. Jamie Dimon of JPMorgan Chase is among the banking chiefs who have come out against such a body — not because he is against consumer protection, but because he has said that consumer protection should be enforced within one of the many regulatory units that already exists. Adding another division, he has argued, will only add to the morass of regulators that banking institutions have to deal with.

Eugene Ludwig, founder of the Promontory Group and the former comptroller of the currency who is a veteran of regulatory affairs in Washington, agreed. “We have an alphabet soup of regulators that is not copied anywhere in the world,” said Mr. Ludwig by phone as he was traveling in Canada. “Getting it right is more important than getting it done fast.”

Mr. Ludwig is probably right: if there was any immediate message, it was that the chances of serious reform anytime soon seem remote. 

Already, financial reform legislation does not look like it will be addressed in this calendar year. Representative Barney Frank, who was in the audience, has pledged to move aggressively on the issue. Without a crisis, though, there are real questions about whether these issues will ever be addressed. 

But Mr. Obama appears to be hoping that the sting of this crisis is still fresh enough that his words will lead to action.

“It is incumbent on us to put in place those reforms that will prevent this kind of crisis from ever happening again,” he said.

