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(14) See Meriden Trust & Safe Deposit Co. v. FDIC 62 F. 3d 449 (2d Cir., 17 April 1995); Branch on Behalf of Maine National Bank v.
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(27) Vincent Bouvatier,Michael Brei & Xi Yang, Bank Failures and the Source of Strength Doctrine, Economix Working Paper, 22 March
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Analysis on the “Source of Strength” Doctrine in
Banking Regulation of the United States

FU Jun

Abstract: The “source of strength” doctrine is a unique banking supervision doctrine put
forward by the Federal Reserve Board of the United States. Other than the general rule of limited
liability of shareholders under corporate law, the doctrine imposes an enhanced liability or
quasi-unlimited liability on bank controlling shareholders for bank losses or debts. Although the
2010 Wall Street Reform and Consumer Protection Act has incorporated this doctrine into
American law for the first time, there are still many disputes on the legitimacy and necessity of this
doctrine in theory. Among intervention theory, risk transfer theory and positive incentives theory,
systemic prevention theory are seemingly more persuasive. However, based on the public attributes
of systemic risk prevent, systemic risk prevention theory could not provide sufficient theoretical
support to “source of strength” doctrine either. Beside the same insufficiency of theoretical support,
China’s introduction of the doctrine in its banking regulation faces practical problems including the
lack of legislation, unduly expansion of application scope and unlikeliness to effect. Deliberative
attitude should be adopted for the acceptance of “source of strength” doctrine in China.

Keywords: Source of Strength; Shareholder’s Enhanced Liability; Systemic Risk Prevention;
Public Attributes
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