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July 12, 2026 

The Honorable Tim Scott 
Chairman 
Committee on Banking, Housing, and Urban Affairs 
United States Senate 

The Honorable Elizabeth Warren 
Ranking Member 
Committee on Banking, Housing, and Urban Affairs 
United States Senate 

Dear Chairman Scott and Ranking Member Warren: 

On behalf of the Defense Credit Union Council (DCUC), which represents defense credit unions serving 
more than 40 million members worldwide—including active-duty servicemembers, veterans, Department 
of Defense civilians, and their families—thank you for holding the Committee's hearing entitled, "The 
Semiannual Monetary Policy Report to the Congress." 

The Federal Reserve's responsibilities extend well beyond setting interest rates. The Board plays a critical 
role in preserving financial stability, supervising portions of the banking system, operating the nation's 
payment infrastructure, promoting payment innovation, and fostering economic conditions that directly 
affect defense credit unions and the military communities they proudly serve. 

Defense credit unions operate on military installations across the United States and around the world. 
They provide safe, affordable financial services regardless of economic conditions, overseas 
deployments, natural disasters, or government shutdowns. Stable monetary policy, resilient payment 
systems, prudent supervision, and appropriately tailored regulation are essential to ensuring these 
institutions can continue fulfilling their unique mission of serving those who serve our Nation. 

As the Committee conducts its oversight of the Federal Reserve, DCUC respectfully encourages 
Members to explore several issues particularly important to community-based financial institutions. 

First, we encourage continued discussion regarding the Federal Reserve's efforts to modernize the 
nation's payment infrastructure. The continued expansion of FedNow, implementation of ISO 20022 
messaging standards, fraud mitigation initiatives, and payment security enhancements represent 
meaningful progress toward a faster, more secure, and more resilient payments ecosystem that benefits 
financial institutions of every size. Continued investment in these capabilities should remain a national 
priority. 

Second, Congress should examine how Federal Reserve policies can ensure smaller financial 
institutions—including defense credit unions—maintain equitable access to payment innovation without 
imposing disproportionate compliance, operational, or technology costs. Community institutions should 
not be placed at a competitive disadvantage simply because they lack the scale of the nation's largest 
financial institutions. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Third, the Committee should continue evaluating the economic effects of inflation and interest rate policy 
on consumers, military families, veterans, and community lenders. Although meaningful progress has 
been made in reducing inflation, many military households continue facing elevated housing costs, 
childcare expenses, insurance premiums, and everyday living costs. Prolonged periods of elevated 
interest rates increase borrowing costs, reduce mortgage affordability, slow small business formation, and 
place additional financial strain on military families who already face frequent relocations, deployments, 
and employment disruptions. 

Fourth, the Federal Reserve's regulatory and supervisory framework should continue recognizing the 
significant differences between globally systemic financial institutions and community-based credit 
unions. Regulatory expectations should remain appropriately tailored to institutional risk, complexity, 
and business model while preserving safety and soundness. A one-size-fits-all approach unnecessarily 
diverts resources away from serving members. 

Fifth, Congress should continue monitoring the Federal Reserve's role in the evolving payments 
ecosystem, including issues related to interchange, payment routing, instant payments, fraud prevention, 
and digital payment innovation. Future regulatory or legislative actions should preserve consumer choice, 
encourage continued investment in fraud prevention technologies, and avoid mandates that ultimately 
reduce services, rewards, or innovation provided through community financial institutions. 

Finally, as Congress considers the future of digital assets and stablecoins, the Federal Reserve should 
ensure community financial institutions have meaningful opportunities to participate in emerging 
payment systems. Innovation should strengthen—not weaken—the ability of local financial institutions 
to compete and continue serving consumers, military families, and small businesses. 

DCUC appreciates the Committee's continued oversight of the Federal Reserve and its commitment to 
promoting a strong, stable, competitive, and innovative financial system. We look forward to working 
with Congress and the Federal Reserve to ensure America's monetary policy, payment infrastructure, 
supervisory framework, and financial innovation continue supporting economic growth while preserving 
the ability of defense credit unions to serve those who serve our Nation. 

Sincerely, 

    
Jason Stverak           
Chief Advocacy Officer       
DCUC  
 



 

 

Questions for the Record 

Hearing: The Semiannual Monetary Policy Report to the Congress 

Defense credit unions proudly serve millions of servicemembers, veterans, Department of Defense 
civilians, and their families worldwide. The Federal Reserve's monetary policy, payment system 
oversight, financial stability responsibilities, and supervisory framework have a direct impact on these 
mission-focused institutions and the communities they serve. 

Monetary Policy and Economic Outlook 

1. How does the Federal Reserve assess the impact of prolonged higher interest rates on community 
financial institutions, including defense credit unions serving military installations?  

2. Does the Federal Reserve separately analyze the effects of monetary policy on military 
households, veterans, and active-duty servicemembers? If so, what trends have been observed?  

3. Which economic indicators will be most influential in determining future adjustments to the 
federal funds rate?  

4. Inflation has moderated, yet housing, insurance, and childcare costs remain elevated. How are 
these persistent costs incorporated into the Federal Reserve's outlook?  

5. How does the Federal Reserve evaluate the impact of higher interest rates on first-time 
homebuyers, particularly servicemembers utilizing VA Home Loans?  

Community Financial Institutions 

6. Community financial institutions continue facing increasing compliance costs despite presenting 
significantly different risk profiles than the nation's largest institutions. How does the Federal 
Reserve incorporate proportionality into supervision?  

7. Are there additional opportunities to reduce unnecessary operational or reporting burdens on 
smaller institutions while maintaining safety and soundness?  

8. Does the Federal Reserve believe additional regulatory tailoring is appropriate for smaller 
community financial institutions that pose little systemic risk?  

Payment System Modernization 

9. FedNow represents one of the most significant improvements to America's payment infrastructure 
in decades. What additional steps is the Federal Reserve taking to encourage participation by 
community financial institutions?  

10. What metrics does the Federal Reserve use to evaluate FedNow's success in expanding access, 
improving resiliency, and promoting competition?  

11. What additional enhancements to FedNow should smaller financial institutions expect during the 
next several years?  

12. As instant payments continue expanding, how does the Federal Reserve intend to ensure 
community financial institutions remain competitive without requiring disproportionate 
technology investments?  

 



 

 

Fraud Prevention and Cybersecurity 

13. Authorized push payment fraud, check fraud, synthetic identity fraud, and other payment scams 
continue increasing. What additional initiatives is the Federal Reserve pursuing to strengthen 
fraud prevention?  

14. How is the Federal Reserve collaborating with financial institutions, payment networks, Treasury, 
and law enforcement to improve information sharing regarding emerging fraud threats?  

15. How is the Federal Reserve evaluating operational resilience against increasingly sophisticated 
cyber threats targeting the payments system?  

Financial Stability 

16. Beyond inflation, which risks currently present the greatest threat to financial stability, including 
commercial real estate, consumer credit deterioration, cybersecurity, Treasury market liquidity, 
payment fraud, or geopolitical instability?  

17. How does the Federal Reserve assess liquidity conditions for community financial institutions 
during periods of market stress?  

Digital Assets and Innovation 

18. As Congress continues considering legislation governing stablecoins and digital assets, what role 
does the Federal Reserve envision for community financial institutions within future digital 
payment systems?  

19. What safeguards does the Federal Reserve believe are necessary to ensure innovation occurs 
without disadvantaging smaller financial institutions or reducing consumer protections?  

Payments and Competition 

20. Congress continues debating proposals affecting interchange and payment routing. What analysis 
has the Federal Reserve conducted regarding the impact such proposals could have on payment 
security, fraud mitigation investments, consumer rewards, and community financial institutions?  

21. How does the Federal Reserve envision the future relationship among FedNow, private-sector 
payment networks, stablecoins, and emerging payment technologies over the next five years?  

Military Communities 

22. Military families frequently relocate, experience deployments, and often face employment 
interruptions for military spouses. How does the Federal Reserve account for these unique 
economic characteristics when evaluating household financial conditions?  

23. Defense credit unions routinely serve members during deployments, government shutdowns, 
natural disasters, and overseas operations. Does the Federal Reserve consider these unique 
operational missions when evaluating the resilience of community financial institutions?  

 
 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

Congressional Oversight 

24. Are there additional statutory authorities Congress should consider to help the Federal Reserve 
promote a secure, competitive, innovative, and resilient payments system while ensuring 
community financial institutions remain able to compete on a level playing field?  

25. What legislative changes, if any, would improve the efficiency of banking supervision while 
preserving safety, soundness, competition, and consumer access to community-based financial 
institutions? 

 
 
 

 


