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Introduction
The EU and particularly the euro area, is a strong bank – dominated economy area. Banks
provide liquidity to the businesses and thus inject money into the real economy. Bank-credit
is the main source of internal (domestic) and external (international) financing for transfrontier businesses. Banking sector is the most essential tool in the European financial
system, providing almost two thirds of total credit. It plays a fundamental role in the
development of the single market, due to its financial intermediation. Thus, banks acting as
financial intermediaries were exposed to various risks, thus, being vulnerable to “liquidity
disruptions” due to the interconnectedness of cross-border bank’s operations. This led to
“spillover effects”, which affects not only the countries’ economy, but also the global
financial system.
On the other hand, although, the introduction of the euro as the single currency acted as a
catalyst, moving forward the market integration and increasing the liquidity of the bond
market, however, the integration of bank credit-markets lagged behind. “National
retrenchment of assets and liabilities”, domestic bias and narrow cross – border bank’s
operations led to a large fragmentation along national borders (Alina, LigiaDimitresku,
2014). This ongoing fractionalisation in the EU single market has been reported by EBA in
its Risk assessment of the European Banking system. In EBA’s report was stressed that this
situation was fuelled because of “banks revised business strategies, changes in risk appetite,
higher funding costs and the challenging macro-environment”; it has also been deteriorated
due to “uncoordinated national policy measures cum ring-fencing of local and cross-border
bank’s capital and liquidity” (Alina, LigiaDimitresku, 2014). Income and profitability of EU
banks worsened during the financial crisis, while the deterioration of asset’s quality further
exacerbated bank’s earnings and capital adequacy, corroding (future) economic performance.
Additionally, the decline of bank’s loan portfolios quality during the crisis escalated the risk
premia, slowing down the banking activity the global financial outcome.
The financial crisis of 2008 revealed the inconsistencies and weaknesses of the global
financial system. The credit contagion effects and the ensuing (negative) externalities of the
American toxic assets affected the single market stability. In response to the financial crisis
of 2007 - 2008, out broken after the collapse of Lehman Brother’s bank, the European
Commission launched a number of proposals and legislative initiatives, pursuing to establish
a safer, sounder and more stable and integrated financial sector. To achieve the integration in
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the single market, the Commission should re-design the architecture of the Banking system.
A better bank- regulated sector would be achieved by the transfer of powers to a European
level. This transfer is necessary to address financial ring - fencing and segmentation of the
bank credit markets, aiming to disentangle the country risk from counterparty risk. The
establishment of a European mechanism shall have two main functions: a signalling function
for the banks in risk, and a crisis management strategy, with a resolution mechanism and a
deposit guarantee system, to ensure the viability of the entire banking system and boost the
depositor’s confidence.
Catalyst to these efforts was the De Larosière report (De Larosière et al, 2009), which set the
basic elements to re-design the banking-regulation project. The “De Larosière” report made
two basic suggestions: the strengthening of the Lamfalussy regulatory approach, authorising
the ESAs (European Supervising Authorities) to effectively set regulatory rules and
empowering their implementation, through the creation of a macro-prudential regulator,
housed at the ECB. Furthermore, the “De Larosière” report proposesthe creation of only two
supranational authorities: one in charge of banking, insurance and systematically relevant
financial institutions and the other responsible for business and market issues’ management
(De Larosière, et al., 2009, p. 58).
These initiatives put forward specific rules to enhance the financial sector, thus, strengthening
the prudential requirements, safeguarding the deposit protection and provisioning adequate
rules and procedures for crisis management. These measures were necessary to prevent the
contagion of crisis in financial institutions and the whole market. Because the tools used by
the states to address the crisis proved to be inefficient and unsuitable to solve the problem,
the European commission developed,on the 29th of June 2012, a single roadmap towards a
banking union reality (single rule book). Later, on the 12th of September of 2012, it published
its proposals to establish a European Banking Union. The “edifice” of a banking Union is
embedded on three building blocks (“pillars”): a single supervisory mechanism, a common
resolution funding-model and a harmonised deposit insurance system, guaranteed by national
Authorities. These three pillars form a homogenous system. As Commissioner Barnier
highlighted, these three pillars cannot be separated from each other. This is what one calls
non-separability principle (Cristian de Boissieu, 2013). As we will see in this paper, the
splitting of tasks between centralised (European) and decentralised (national) authorities,
does not affect the non-separability principle. The three mechanisms work successively, in
overlapping geographic areas. These three building blocks overlap each other both
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geographically and institutionally (Bardu, Boitan, 2013). The EBU project is a “package” of
reforms. Thus, one member state that joins one or two pillars, it has to accept the other(s) too
(Cristian de Boissieu, 2013). Besides, these mechanisms are to implement successively, as
the EBU pursues not a rapid shock therapy, but rather a gradual remedy. First, the SSM and
then simultaneously the SRM and the national DGSs. However, the successive
implementation poses a dilemma to the EU: how to accomplish the Banking Union project,
when the implementation of the second and third stage is sluggish and cumbersome (Antonin
et al, 2014). Cristian de Boissieu (2013), suggests a solution, based on monetary policy
instruments. He proposes the “extending of monetary policy debate to financial regulation”.
According to him, in order to achieve time-consistency in the EBU undertaking, each stage
must be set up, so as it is perfectly “consistent” with and “conducive” to later stages.
These three pillars constitute a regulatory “set” of reforms, aiming to correct the
insufficiencies of the banking sector, in particular the lack of an effective supervision model
and the absence of an efficient management crisis mechanism (AsmusenJörg, 2013). This
package of supervisory and management crisis measures will prevent the re-emergence of
financial and bank crises. It will also improve the integrity and stability of the banking
system, strengthening the regulatory infrastructure of the EU-banking systems. On the road to
reform the financial architecture of the EU edifice, various issues havebeen taken into
account: the sensitivities of member states towards the idea of all-over banking centralised
authorities, the different supervisory models, adopted in the various countries, the respective
role of national supervisors, finally the national interests of financial industry lobbying
(Montanaro, 2016).
Objective of this paper it to highlight specific economic aspects concerning the
macroeconomic implications of the banking union design, analysingthe mechanism of the
three building blocks of the banking union.
Part A studies the economicbackground of the EBU project, its objectives, the political stance
of the opting - in and - out countries, and the elements of the EBU project,while part B
analyses the legislative framework of the banking union designi.e.the supervisory mechanism
and the crisis management architecture.
Part A consist of five sections. More precisely, the first section represents the evolution of the
European financial regulation and supervision before the crisis, analysing the economic
Background of the European Banking Union project. Section 2 discusses the ancillary role of
the EBU towards the EMU completion. Section 3 illustrates the objectives of the banking
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union plan, while the fourth section outlines political stance of the opting – in and – out
countries. Finally, the fifth section represents the necessity for the establishment of a
financial safety net and the development of the three buildings blocks of the banking union:
the SSM, the SRM and the DGSs.
On the other hand, part B consists of three sections.
The first section analysesthe negotiation phase on the SSM adoption, the regulatory
framework of the SSM function, theorganisational principles of the ECB’s supervisory
function and the insufficiencies of the SSM.
The second section outlines the negotiations stage on the SRM, the institutional framework of
the SRM and the BRRD, and the insufficiencies of SRM.
The third section details the subject matter of the DGSs, stating the materialised-institutional
framework of the DGSs’ function and the risks of the DGSs.

PART A
I.

Evolution of the European financial regulation and supervision before the crisis

The single market was built on the basis of the European passport, to strengthen the financial
stability and increase the economic growth in the euro area. To achieve these objectives EUleaders prompted a number of harmonised initiatives to reconstruct the architecture of the
common market. The legislative acts adopted (Regulations and Directives), constituted the
cornerstones to achieve more convergence in national legislations (Montanaro, 2016). Over
the past ten years, after the launch of the single currency with the Maastricht Treaty, several
initiatives have been taken towards the harmonisation of the prudential standards inthe
banking sector. However, even the adoption of harmonised measures, did not remove the
potential of contingent market vulnerabilities to financial crisis. The aftermath of the
financial crises, occurred in the past decades, showed that spill-over effects threaten to
disrupt the global financial system. Thus, a number of urgent reforms to re-build a more
robust regulatory framework with a centralised supervisory authority and an efficient
management crisis mechanism, should be undertaken.
On the other hand, as the Treaties did not provide ancillary centralised mechanisms for other
areas of the financial system, such as the banking and insurance area, the European
institutional architecture was flawed by design, suffering from an “original stigma” (Béranger
A., Soubeyran, J., Laurence S., 2014). Without a single supervisory mechanism, a fiscal
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federalism and a robust political union, Europe is doomed to fail (Béranger A., Soubeyran, J.,
Laurence S., 2014). Thus, the perspective of a banking union is a “sine qua non” condition
not only to complete the EMU but also to achieve further the political union. In this sense,
Howarth and Quaglia (2013) perceive the banking union project as a “holy grail” of a single
market “rebuilding ritual”.
The creation of a centralised supervisory mechanism would safeguard a consistent
implementation of supervisory rules across all Eurozone member states (and those joining the
SSM. Its mission in not to put at stake the prerogatives of the national regulators (Lastra,
2006), but to ensure that supervision will be more objective and less biased than national
banking supervision (regulation) (Bardy, Boitan, 2013).
Thus, in the early 2010, the EU-commission moved forward with the establishment of the
European System of financial supervisors (ESFS), whose founding was accompanied by the
establishment of three new supervisory authorities

in the EU: the

European Banking

Authority (EBA), (responsible for banking regulation), the European Insurance and
occupational Pensions authority (being in charge of regulation in insurance - sector) and the
European Securities and Markets authority (EISMA), (entrusted with capital and market’s
Regulation). In parallel with the creation of the EFSF (the European Financial Stability
Facility), in 2010 it was established the ESRB, entrusted with the mission to monitor the
financial system of the European Union (EU) and supervise the macro-prudential supervision
of the EU, in order to prevent and mitigate systemic risks, the major cause of the financial
crisis (AsmusenJörg). Its taskswere to identify systemic risks and to issue warnings and
recommendations for corrective actions. Finally, the initiators of a new regulatory
architecture in the EU, decided the establishment of the ESM, which replaced the EFSF,
responsible for recapitalising directly banks in difficulties in the EU. The mission of all these
institutions was to ensure the soundness of individual banks and especially of bank groups,
given that mostly cross – border activities fuel contagion effects, thus triggering financial
imbalances and macroeconomic shocks.
To safeguard financial viability and sustainability, the EU-Leaders, based on the principles of
subsidiarity and proportionality, initiated further legislative acts to harmonise the banking
regulatory standards, eliminate divergences in EU area and strengthennot only the regulatory
and supervisory framework but also the cooperation agreements between national financial
supervisors (Montanaro, 2016). A more integrated financial system would smooth the path to
create the preconditions for a fully integrated banking sector in the euro area with the end to
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reduce market risk and enhance risk-sharing conditions, thus, facilitating the functioning of
the global financial system. To accomplish a deep integrated banking sector, able to share
risks, it was necessary to establish common mechanisms for deposit insurance and bank
resolution.
Thus, the EU Commission agreed a financial safety net, with the adoption of a regulatory
framework, comprising a game of rules, controls and procedures, ensuring the prudential
supervision, the crisis management and the protection of deposits via deposits insurance
schemes (Kalfaoglou, 2014).
This new-fangled regulatory framework consists of the CRD IV (Capital Requirements
Directive), covering prudential rules for banks, the SSM Regulation, responsible to ensure
consistent supervision across the EU-banking area, the BDDD and the SRM Regulation,
determining the recovery rules and resolution procedures for ailing banks, finally the DGSs
Directive, providing for the coverage level of the EU-depositor’s accounts, the repayment
period and the financingmeans of the DGSs.

II. Causes of financial instability causing disruptions in the banking sector.
There is a chain of causes that affected the EU-financial system, triggering the banking crisis.
There is no one single event or reason, to be traced as the root cause. Rather, it was the result
of a sequence of reasons, each of which, contributed with its own triggering mechanism, to
the collapse of the banking system.
The reasons that fuelled the banking crisis are the “competitiveness imbalances between
member states”, the increase of non – performing loans, the (in-)proportionality of some
member states’ banking sector, with regard to their GDP ratio, finally the bank’s profile and
configuration, i.e. the size of banks and the linkages between (individual and cross-border)
banks within the private and the public sector.
More precisely:
The competitiveness’ imbalances between the countries in the periphery and those in the
core, intensified the divergences in the economic growth of the EU-member states, thus,
triggering the market-financial instability (COCRIŞ Vasile, ŢYRCANU Igor, PERCIC
Stanislav, 2014). The dissimilar financial structure between northern and southern countries
and the ensuing asymmetric access to financing means, amplified the divergences in the
economic growth, thus, affecting the capacity of banks to provide liquidity to the real
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economy. This forced banks to retrench liquidity behind national borders, limiting in parallel
the cross-border operations, thus, increasing the bank’s competitiveness imbalances.
Additionalaly, the dissimilar “idiosyncratic credit risk” of northern and southern bank’s
systems led to bank’s balance sheets disruptions, deteriorating the bank’s sustainability
viability and sustainability.
Moreover, the competitiveness imbalances between the northern and southern member states
triggered by the “diabolic feedback loop” between banks and sovereigns. The higher the
competitiveness imbalances between member states, the stronger the linkages between banks
and sovereigns. The stronger the links between banks and sovereigns, the higher the risk of
triggering the vicious circle between bank’s distress and sovereign defaults.
Furthermore, the increase of non – performing loans in some Southern countries worsened
the balance sheets of banks. The share of bad-loans to total assets, particularly in countries of
periphery (Greece, Italy, Portugal and Spain) increased rapidly after the outbreak of the
financial crisis, forcing the bail-out scenario and the necessity of the recapitalisation via
public funds (COCRIŞ Vasile, ŢYRCANU Igor, PERCIC Stanislav, 2014, Breuus, Fritz,
2013).
Interest rates on loans to the real economy and other investment activities, vary significantly
across the euro area. Therefore, business across the euro area were confronted with different
borrowing conditions, a situation, that had a different impact on the real economy, increasing
operational ring- fencing and thus market fragmentation (Kalfaoglou, 2014).
Another cause, triggering the banking crisis phenomenon, is the “overbanking” in small euroarea countries (Breuss, 2013) and the (in-)proportionality of their bank assets to their GDP
ratio. Some euro-zone countries (for instance, Cyprus) have a too much large banking sector,
while some others (Malta and Luxembourg) had a bank-business model limited only to
banking sector. As a result the euro-zone crisis made them vulnerable (COCRIŞ Vasile,
ŢYRCANU Igor, PERCIC Stanislav, 2014, Breuss, Fritz, 2013).
Furthermore, linkages between multinational bank groups, operating cross- border activities
create an additional bank-risk. An individual bank’s failure may trigger negative spill – over
effects, thus, affecting the viability of the whole bank group. These negative externalities
might fuel contagion chains, threatening the global banking system (Apostoaie and Percic,
2013, Fritz, Breuss, 2013).
Additionally, the “capture of national regulators” in domestic financial systems threaten the
bank’s viability. Usually, the primary responsibility of national regulators, is to advance the
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political concerns of specific home-interest groups or to favour domestic taxpayers, ignoring
negative cross-border externalities that are likely to emerge from imminent national bank’s
failures. Such externalities may affect the sustainability of the EU-banking system. A failure
of a multinational bank, would eliminate any incentive to invest capital in it, thus making
difficult the maximisation of the bank’s value as a going concern and triggering more
systemic instability. On the other hand, the negative externalities may reduce the liquidity
ratios of the banking group. This will dry up the bank-market liquidity, thus, threatening the
viability of the banking system as a whole.
The last cause, triggering the financial crisis, is the downward “debt spiral” between bank and
sovereign solvency crisis (Breuss, 2013,Geeroms, H. and Karbownik, P. 2014).
The “deadly embrace” between banks and sovereigns finds its root cause in the “home bias”
practice of banks, (the fact that banks hold a great amount of sovereign debt in their balance
sheets). In fact, the share of sovereign bond that banks hold on their books is disproportionate
to their total assets. Several reasons, forced banks to this practice. First, the moral suasion by
national regulators; they act in the vested interest of banks, making governments more reliant
on domestic bank lending, so as to exert pressure on them, to rescue (them), in case of a bank
failure. Another reason, amplifying the home bias practises, were recommendations from
core country supervisors to domestic banks, pushing them to offload the sovereign toxic
assets, thus reducing the risk of their sovereign portfolios (Geeroms, H. and Karbownik, P.
2014).

III. The banking union as a complementary building block of the EMU completion
The first step to the economic union was the establishment of the monetary union. However,
the lunch of the euro was not a one-off step for the accomplishment of the economic and
monetary union. The EU Commission should set out a series of steps to strengthen the
financial stability and market integrity. As Thorsten Beck (2012) supports, the banking union
plan is much more attainable within a currency Union, invoking the closer interplay between
the monetary financial playfield. Besides, two of the three cornerstones of the edifice of the
monetary union, i.e. the need to ensure a similar level of economic integration of the
participating member states and assure a uniform response of economies to external shocks,
constitute the keystones of the EBU project too (Kalfaoglou, 2014). On the other hand, as the
fiscal union has currently not yet been created, the European banking union plan seems to be
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the only way, to further step up to the integration of Economic and Monetary Union (EMU) (Geeroms, H. and Karbownik, P. 2014).
The establishment of a European Banking Union is the second “crucial” step for the
“longevity of the Eurozone” (Béranger A., Soubeyran, J., Laurence S., 2014). Its creation
within a monetary union, would accelerate the total benefits for the single market, thus
completing the EMU. On the other hand, the EU banking union would guarantee the
implementation of the fiscal pact, thus, reinforcing the mechanisms, responsible for
identifying and absorbing macroeconomic imbalances, restoring the macroeconomic
equilibrium and resuming economic re-growth (Libocor, Florian, 2015).
Thus, The Banking Union will be the vehicle towards the completion of the Economic and
Monetary Union. A banking union will create a new economic governance in the European
Union (Libocor, Florian, 2015), thus laying the basis for a political Union.
Should the OCA theory be well-established and proven, the EMU completion is more
attainable. Based on the theoretical foundations of the OCA (Optimal Currency areas) theory,
we will prove the importance of the banking union design.
The theory of Optimal Currency areas states that a region is ready to become a currency
union, achieving more economic integration, if it could maximise the economic integration in
a way that the benefits would exceed the disadvantages caused by the loss of the exchange
rate instrument. If this condition is not met, and a country’s economy is hit by an asymmetric
shock, sufficient flexibility in labour and capital markets could solve the problem (Geeroms,
H. and Karbownik, P. 2014). Cross-border capital mobility was high, before the crisis, as a
result of the euro launch and the economic expansion in the whole Eurozone, (even in the
periphery countries, the VEAPs - Vulnerable Euro-area peripheral Countries, including the so
called GIPSI-Countries - Greece, Ireland, Portugal, Spain, Italy -cum- Cyprus and Slovenia).
However after the crisis outburst, banks retrenched behind national borders, being forced to
cut “financialisation “(the volume of cross-border free flows of capital). These capital flow
reversals caused asymmetric shocks in the whole Eurozone (Geeroms, H. and Karbownik, P.
2014), intensifying the market fragmentation. As a result, the Eurozone became more
vulnerable to macroeconomic shocks According to Paul’s De Grauwe (2011) view, member
states became more vulnerable to capital flow reversals and speculation against their
sovereign debt, due to the fact that they joined the Eurozone. This situation triggered the
launch of the single currency. Thus, even the launch of the single currency cannot be an
effective shock absorber, thus guaranteeing the market integrity and financial stability.
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The main objective of the European Banking Union design is create a single regulatory
framework for the entire EU-banking system, thus, improving its integrity and stability. The
banking union plan will enhance the flexibility of cross-border capital flows, thus reducing
market fragmentation and strengthening the integrity of financial markets. Thus, the
mechanisms of the banking union could function as a complementary “shock stabiliser”. The
role of a banking union in the context of the OCA theory is explained in two ways: the lack
of a banking union triggers contingent asymmetric shocks due to the sudden capital flow
reversals or alternatively the presence of a well-functioning banking union can be a sufficient
shock absorber (Geeroms, H. and Karbownik, P. 2014).
Taking into account the ramifications of the Euro crisis in the EMU, we can figure the OCA
equilibrium pre- (and shortly after) the euro crisis and post crisis, given the creation of the
banking union.
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Figure 1 – The OCA equilibrium: impact of the euro crisis

Figure 1 shows that the Eurozone crisis intensified the heterogeneity problem within the euro
zone, illustrated into diverging business cycles and unilateral adjustment in the indebted
member states, inducing a downtrend in the correlation of incomes. Thus, the degree of
“openness” with regard to achieving financial integration, has decreased. The euro area
shifted from EMUꞌ (pre-crisis) to EMUꞌꞌ (post-crisis). It is viewed that Member states below
the OCA-line, for instance Greece, should have leave the Eurozone (Geeroms, H. and
Karbownik, P. 2014).
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Figure 2 – The post-crisis OCA equilibrium

On the other hand, as the figure 2 shows, the creation of the banking union, would have a
positive impact in the functioning of the EMU. A full banking union will strengthen financial
integration, by harmonising banking regulation rules (single rulebook, single supervisory and
crisis management mechanisms) (Geeroms, H. and Karbownik, P. 2014).
The first pillar of banking union (the SSM) would monitor more effectively bank’s balance
sheets, thus avoiding the re-emergence of financial crises while ensuring smooth cross-border
capital flows. The SRM on the other hand would ensure private and public risk-sharing, via
the accumulation of the SRF, while the GGSs would avert “bank runs” and “flight to safety
practises” (Pisani et al., 2012). A banking union design would stimulate private financial
flows, thus, ensuring the private risk-mutualisation. It would improve the correlation of
incomes increasing in parallel the degree of openness of market-financial integration. This
causes a shift of EMUꞌꞌ to EMUꞌꞌꞌ. At the same time, a banking union would provide for a
public risk-sharing mechanism, via the Single Resolution Fund and the direct ESM
recapitalisation instrument. This shifts the OCA-line downwards to OCA-lineꞌ(Geeroms, H.
and Karbownik, P. 2014).
Thus, the OCA theory could be complemented by the OBA (Optimal Banking Area) theory.
The OBA theory would describe the optimal characteristics for the unification of the
(decentralised) national banking systems into a single EU-banking regulatory system.
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Similarly, as in OCA, an Optimal Banking Area, would survive if the benefits of the single
banking regulatory system, in terms of banking-financial integration and stability, exceeds
the disadvantages associated with the conduct of domestic banking policies. If the European
Banking Union could be proven to be an Optimal Banking Area, depends on the participation
of EU member states in it.

IV. The benefits and the costs of the Banking Union
The project of the Banking Union is highlighted as an expedient solution to address the
systemic financial crisis spread around the euro area. The importance of the of Banking
Union platform, consists in the effectiveness of its mechanisms not only to manage bank
crisis and absorb economic shocks, but also to strengthen the debt blockage mechanism,
threatening almost all EU countries (Neguriţӑ, O., 2014). All the countries in difficulties
could face more successfully the “bust downturn”, under the platform of a banking Union.
Had the Banking Union been created, the ECB had via the SSM signalled banks in
difficulties to the SRM, which in turn would decide whether banks were to save, (in case
these were considered to be systemic) or to put in resolution (Constâncio 2013). Thus, all
these countries could (have the possibility to) resort to the SRM. Pooling risk by increasing
the number of insured banks, would reduce banking risk and thus sovereign default risks. On
the other hand, applying bail-in rules, it would reduce the global fiscal costs (Pisani F., Wolff
B., 2012). Hence, the diabolic feedback loop between weak banks and sovereigns should
come to an end (Belke, Gross, 2015). For example, a future real estate boom would not
involve severe distress (extreme financial stress) to the sovereigns. And this because a
supranational authority could recognise at an earlier stage, the imminent danger of the
upcoming boom and thus had warned banks to take the measures needed (Belke, Gross,
2015).
As said above, the creation of the Banking Union constitutes a “quantum leap” to complete
the financial integration. If the adoption of the banking union design is to create the expected
desirability in the financial system, depends on its embrace by the EU member states. To
have a preview of positive or potential negative impact of banking union undertaking, it is
necessary to proceed to a deeper understanding of what moving banking regulation at EUlevel “buys” and what it “costs” (Ioannidou, V., 2012).
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First, the adoption of a banking union design, will be a significant step toward the
harmonisation of rules, governing the banking regulation across all EU countries. Thus, it
will ensure a level playing field in banking and financial markets. Uniform supervisory and
crisis management rules will reduce financial fragmentation and “risk-shifting “opportunities
abroad (Ioannidou, 2012).
In the second place is to mention that the banking Union initiative rounds off the deepening
procedure of the single internal market. This “propulsion” of the deepening procedure,
brought closer the creation of a more integrated financial system.
The deepening procedure, proceeded by the CRD IV (Bale III), pursued the tightening of the
capital and liquidity requirements in the banking sector. However, the fact that national
authorities had a great discretion power, incorporating idiosyncratic specificities, especially
regarding the counter cyclical buffer, generated divergences and imbalances in the field of
coordination for the capital requirements among the member states. Banking Union will
seeks to restore balance between coordination and decentralisation concerning the tight
implementation of the Basel III (Cristian de Boissieu, 2013). The initiators of the banking
Union pursued to create a severe or moderate centralisation concerning the formation of the
three pillars of the Banking union. The Single Supervisory Mechanism guarantees a pure
centralisation in the field of bank’s supervision, ensuring a more effective coordination and
clarification in supervisory mechanism, thus “compensating” the ambiguities and/or
insufficiencies of the Basel III accords (Pollin, J., P., 2013). On the other hand, although
recovery and resolution models are planned in a more moderate (de-)centralised level, their
end implementation is materialised in the framework of a centralised level (the decision to
restructure or to resolve a bank is taken by the Single Resolution Board, while banks'
contributions raised at national level will be transferred to the Single Resolution Fund).
Another benefit of the banking Union undertaking, is that Banking Union is be the vehicle to
reduce the risk fragmentation in financial markets (Constâncio, 2013). Although the
monetary policy is carried out by a centralised Body (the ECB), divergences in the economic
and fiscal policies of the EU member states still remain. The envisaged project of the
Banking Union seeks to eliminate regional disparities that generate risk - fragmentation, thus,
reinstating Europe to local financial system enhancing in parallel competitiveness and
economic growth re-launch. (Cristian de Boissieu, 2013, Libocor, Florian, 2015). In parallel,
it will ensure the equivalent conditions of access to funding for both banks and their
customers (Libocor, Florian, 2015).
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Diverse group of countries (the countries in the core and those in periphery) present different
macroeconomic dynamics and different degrees of specialisation in different economic
sectors and/or segments of the value chain. Macroeconomic imbalances within the euro-zone,
in both public and private sectors (TurliucDragos D., and Popovici, Andreea N., 2013), may
have different “conflicting implications” for individual and multinational euro area
economies. In the time, these disparities have been conflated by diverging economic policies.
This intensifies the asymmetries, inducing macroeconomic imbalances and distortions in the
competitiveness. On the other hand high level of fractionalisation in the European financial
sector delimits the lending processes, as the diverging interest rates, increase lending spreads
over the yield curve (Cristian de Boissieu, 2013), limiting the access to finance for those
economies having extreme need for financial means (Libocor, Florian, 2015). For example,
banks in troubles (mainly in the countries of the periphery, for example, Greece, Span,
Ireland) are required to pay higher premium on their debt, compared to those paid by
countries in the core (for instance, Germany). This led to “home bias” practices, due to the
extra difficulties associated with investing http://www.investopedia.com/terms/i/investing.aspin
foreign equities (Praet, Peter, 2016, Geeroms, H. and Karbownik, P. 2014). As a consequence
investors were forced to repatriate financial assets that held in foreign countries, while banks
were forced to proceed to re-nationalisation of banks (Praet, Peter, 2016). As banking Union
advances a deeper financial integration, it guarantees a further macroeconomic stabilisation in
Monetary Union. After the launch of the euro, financial markets push the integration of the
money market and that of bond markets. Cross-border integration of credit and capital
markets assured a smooth operation of transmission mechanism of the single monetary policy
across the EU, enabling the central bank to stabilise contingent euro-area shocks (Praet, Peter,
2016).
The interdependence between these two institutions (Bank and monetary authorities) is
apparent, as the banking sector and, in particular, the bank lending channel constitutes one of
the transmission mechanisms of the monetary policy. Money markets and bank-based
monetary policy are a fruitful “avenue” to strengthen the financial integration (TurliucDragos
D., and Popovici, Andreea N., 2013).
Banks, operating as financial intermediaries, play an important role for the transmission of
the monetary policy in the real economy.
Bank lending channel represents the credit view of this mechanism. Monetary policy is
transmitted via the bank lending channel as follows: monetary policy affects bank assets
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(loans) as well as banks’ liabilities (deposits). It shifts the supply of deposits and of bank
loans as well. Thus, an expansionary monetary policy increases bank reserves and bank
deposits, which in turn increase the quantity of loans granted by bank. This will cause an
upswing in investment and consumer spending, resulting in a rise in the aggregate output,
boosting the real economy.
However, these powerful tailwinds (the expected economic growth) are blocked by big
headwinds, when the banking sector is ailing, due to non-performing loans and exposures to
toxic assets. The CRD IV (Basel III), introduced capital standards, aiming to improve
resilience of euro area banking system. On the other hand, the establishment of banking
union, founded on its three pillars, the SSM, the SRM and the DGSs, will turn market
headwinds into tailwinds, supporting the ECB in its task, to transmit more effectively the
monetary policy to the real sector. To achieve this, banks need to be “well capitalised through
the cycle” and carry out “maturity transformation” in a prudent environment (PraetPeter,
2016).
The three pillars of the Banking Union benefit the interplay between financial integration and
monetary policy. A single supervisory mechanism, exercising a forensic audit of the balance
sheets of (ailing) banks, signals the banks in troubles, warning for their failure. In this way
macroeconomic imbalances and asymmetric shocks will be absorbed, eliminating the
negative side effects in the real economy. Further, a single resolution mechanism, will
facilitate either recovery plans, serving the restructuration of bank’s balance sheets, or
advance resolution plans, diminishing cross-border interbank contagion risks. Finally,
advancing the creation of DGSs will boost depositor’s confidence in the national banking
systems, which in turn would enable greater lending to enterprises and ultimately to the real
economy, generating economic growth.
On the other hand banks, acting as across borders intermediaries, will be profited from the
risk diversification offered by the economic activities and market operations. Wider riskportfolios diversification absorb macroeconomic shocks, making easier and more effective
the transmission of the monetary policy impulses to the real economy (PraetPeter, 2016).
Thus, the ECB will be able to conduct a more fruitful monetary policy.
Additionally, it is to state that both financial playgrounds (monetary and banking policy) are
conducted more effectively at supranational level, as national governments (which have
already transferred its monetary power to the ECB) lack the efficient monetary tools, that a
supranational independent monetary and banking authorities dispose (Thorsten Beck, 2012).
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Thus, the creation of the banking Union within a monetary union, would be a powerful tool to
backstop the financial instability and generate economic re-growth.
Another positive aspect is that the establishment of the banking union addresses better
potential macroeconomic imbalances. A single supervisory mechanism, in charge of
signalling banks in risk and a well-functioning resolution system, could deal better with credit
bubbles and bank capital crunches owing to credit expansion. National supervisory
authorities and resolution mechanisms could n’t react rapidly and effectively addressing the
negative side effects that might induce a cross-border credit contagion (Elliot, 2012).
A further benefit of the establishment of the Banking Union is that it overcomes the
“impossible trinity”, the financial trillema, as argued by Schoenmaker (2011), (referred to
also as triangle incompatibility or trilemma of financial supervisions (Neyer, U., Vieten, T.,
2013, COCRIŞ Vasile, ŢYRCANU Igor, PERCIC Stanislav, 2014).
According to Scoenmaker theory, the three targets of (a) financial stability, (b) financial
integration and (c) national financial policies, are incompatible, as they cannot all be
achieved at the same time in interconnected markets. Member states are unwilling to abandon
the benefits of the single integrated market or to surrender control of monitoring their
national financial market. However, economic stability and financial integration, pursued at
supranational level, cannot be achieved by national (decentralised) policies (COCRIŞ Vasile,
ŢYRCANU Igor, PERCIC Stanislav, 2014). The combination between supranational
authorities agencies, authorised to exercise a common market policy and national authorities,
being in charge of supervising their financial system would lead to instability, as national
authorities would advance policies to increase national welfare, overlooking the negative
externalities, presumably occurred by them. Thus, one of these three goals have to be
abandoned. If the objective of financial stability is abandoned, then the risk for financial
instability will grow, having negative “spillovers” for the economic growth. If, on the other
hand, the goal of financial integration is abandoned, then market integration and all the
accompanying benefits will be severed. Hence, the only option to follow, is to abandon the
goal of national financial policies, transferring them to supranational level.
The “handover” of national policies to supranational level, is the only avenue to achieve the
reconciliation of financial stability, financial integration and expedient bank supervision.
Only in this way, it will be possible to maintain financial integration and financial stability
(Cristian de Boissieu, 2013, COCRIŞ Vasile, ŢYRCANU Igor, PERCIC Stanislav, 2014).
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Another upside aspect of the banking Union creation, is the internalisation/elimination of the
externalities (Neyer, U., Vieten, T., 2013, Cristian de Boissieu, 2013).
Externalities are positive or negative impacts of a domestic event on other parts of the world.
From an economic point of view, an externality can be a cost or a benefit.
Banking activities may have positive or negative externalities. Externalities, resulting from
operations of one banking system, can affect positively or negatively other uninvolved
banking systems, regardless of the fact that they did not choose to be involved in the
operations nor did they choose to incur that cost or benefit. When a bank takes a decision to
run businesses and does not take into account the potential negative spill-over effects, then a
negative externality occurs. These externalities lead to under or over utilisation of financial
instruments, thus distorting the financial stability. On the other hand banking decision taken
under national-political capture, lead usually to under capitalisation, intensifying the banking
failure risk and “financial misdeeds” («méfaits de la finance”), (Cristian de Boissieu, 2013,
Κlein, Ο., 2015). Despite the market segmentation and ring-fencing of banking operations,
negative externalities may affect cross- border banking activities too. Counterproductive
banking decision may occur (negative) spill-over effects, triggering side effects and crossborder cascading effects in the EU- area as a whole, thus causing a systemic banking risk
(Cristian de Boissieu, 2013).
To conclude, the banking Union project aims at internalising externalities. Centralisation of
banking system and coordination between centralised mechanisms serve the elimination of
externalities. The establishment of a single supervisory mechanism ensures a better
evaluation of banks risks and a stronger coordination between the competent authorities. The
necessity to internalise the externalities is laid out by the creation of three more European
regulatory and supervisory bodies, the ESMA, the EBA and the EIOPA (Cristian de Boissieu,
2013). On the other hand, the establishment of the single resolution mechanism and the
Deposit guarantee scheme constitute steps towards the internalisation of the externalities. The
transition from bail-out practice to bail-in rule, laid down in the SRM Directive, internalises
the potential externalities occurred by a bank’s insolvency, as it transfers the burden sharing
from taxpayers to shareholders and other bondholder. Additionally, the decision to exonerate
deposits up to an amount of 100 000 limits the externalities in the EU- banking system.
(Cristian de Boissieu, 2013).
Another benefit is that the EBU project lessens the regulatory capture risk in the financialbanking industry. Bank markets, like money markets should disengage themselves from
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national (political) spheres and be entrusted to experts (Avaro M., Sterdyniac, H., 2014). It
reduces the pursuit of national vested interests and the coordination problems owning to
home-host biases (Beldowsky J., Slomka-Golebiowska, A., 2016).
The problematic of “regulatory capture” (“regulatory forbearance”) in financial industry, is
interrelated to the concerns of negative spill-overs, (due to negative externalities). Regulatory
capture in banking sector occurs, when governments favour its home banking system,
ignoring potential externalities in the global financial system (Neyer, U., Vieten, T., 2013).
As a result, national (economic) interests are privileged over the interests to achieve crossborder financial stability, compromising thus financial losses. Thus, decentralised banking
supervision and resolution may involve a risk of “regulatory forbearance” (Cristian de
Boissieu, 2013, Ioannidou, V., 2012, Franklin et al., 2012). The pursue of economic interests
combined with “policy clientelism” and short-circuiting forbearance, may exacerbate the
regulatory capture risk (Underhill, G., 2012). On the other hand, “regulatory forbearance
risk” is intensified, as national supervisors have a “propensity” to hide information from
public, the ECB or other national supervisors, thus delaying the recognition of problems,
suspending the take of corrective actions and eventually worsening the situation (Jean Tirole,
2014, Underhill, G., 2012, Ioannidou, 2012, Franklin, et al., 2012). Thus, the tendency of
the national principals prevailed the objective of cross-border stability and integration
(Padoa-Schioppa 1999a). This “preference” of the national principals is the “germ” creating
the vicious circle between banks and sovereigns, as stated above (Ioannidou, V., 2012).
To avoid regulatory capture, the Leaders of the European Union, launched the EBU project,
which guarantees more integration and centralisation not only in supervisory level but also
regarding recovery/resolution plans and Deposit insurance models. Thus, a single supervisor
will eliminate national bias and supervisory forbearance, imposing on national banks the
liability to disclose dangerous toxic assets, while a single resolution mechanism will allocate
losses and costs to bank’s shareholders and creditors, thus avoiding to burden national
Governments (taxpayers) (TurliucDragos D., and Popovici, Andreea N., 2013).
On the other hand, centralised regulatory mechanisms would be less exposed to national
lobbies and national agencies, as they would operate from a “distance of vested interests” and
local pressures (Cristian de Boissieu, 2013, TurliucDragos D., and Popovici, Andreea N.,
2013). The notion of “distance” is here to be perceived not only from a geographic point of
view, but also a functional, political, economic-business and institutional dimension
(Ioannidou, 2012, Franklin at al., 2012, Cristian de Boissieu, 2013).
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Last but not least, the completion of the establishing process of each of these three pillars of
the banking union, mainly of the SRF and DGSs building blocks, will eliminate opportunities
for regulatory arbitrage inside the single market, (Underhill, G., 2012, Dietz, M., 2014). The
arbitrage practice results form market inefficiencies. The establishment of a single
supervisory mechanism -cum- an integrated management crisis tool (a single resolution
mechanism, encompassing a single resolution fund and a deposit insurance system),
combined with further harmonised EU legislation, (the BRRD) will ensure unified rules and
standards across the EU, thus eliminating banking market insufficiencies, while safeguarding
in parallel the level playing field in single market.
After having assessed the benefits of the banking union creation, we have to measure the
“cost”, adopting a banking union. Moving supervisory and resolution cum backstop
instruments at European level, requires the creation of new centralised agencies,
accompanied by skilful employees, and a new administrative structure to carry out the tasks,
entrusted to the ECB.

Although, the ECB could use the already created national

infrastructure bank, to avoid unnecessary centralisation of powers, duplication of structures
or lack of knowledge on the local economies and bank profile, this, however, would not
diminish the high costs required to re-establish a new pan European banking regulatory
mechanism with several different agencies and Bodies (Ioannidou, V., 2012).

V. The “ins” and the “outs”
Membership in banking union is mandatory for euro zone members, while it is optional for
EU- member states. As JörgAsmusen stated in his speech at the Danske bank Financial
Forum, (2013), banking union is “critical” for the “ins”, (the euro area countrie)s and
desirable for the outs (countries outside the euro-area). According to his view, banking union
is essential for the Eurozone member states, because its establishment will break the vicious
circle between bank distress and sovereign defaults, thus, stabilising the single currency area.
Therefore, he argued, building the Eurozone in a solid basis, will also benefit the countries
outside the euro area. The crisis experience showed, that “a receding tide lowers all the
boats, not just the ones, which are in troubles”. Banking union is desirable for the outs,
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because some countries, outside the Eurozone have a closely integrated banking system with
the rest of the Europe. Thus, large,non-Eurozone banks, operating cross-border banking
activities may cause systemic risks, when. Given that banking union provides the appropriate
mechanisms to forestall huge systemic risks, a supervisory mechanism –cum- a crisis
management tool and a backup financial system, it would be desirable for outside the
Eurozone countries to opt in (JörgAsmusen, 2013). On the other hand, if non-euro
countriesdecide to opt – out, they will not only lose the support of the ECB liquidity provided
during a crisis, but also the ESM support, which is offered only to euro-zone countries,
according to the ESM Treaty (Montanaro, 2016).
Many other reasons make desirable for Euro-zone outsiders the membership in the banking
union. First, the banking union plan will foster the completion of the entire single market,
unifying regulatory practices within and outside the Euro-zone, which in turn would enable a
wide access in the market for all banks in the EU. Second, it will reduce coordination failures
between national supervisors, thus enhancing financial integration and stability in the whole
EU (VitorConstâncio, 2013). Third, coexistence in the single market of participants and nonparticipants in the EBU may jeopardise the objective to solve the traditional problem of
home-host division in EU- cross-border banking regulation (D’Hulster, 2011).
Furthermore, member states outside the euro-zone, opting in the banking Union, will have the
same rewards with the euro-zone member states. Thus, if Poland, Czech Republic, Hungary,
Romania, and others EU-countries, like Denmark, Sweden, join the EBU, they will have the
right to participate in the governance of the EBU (Cristian de Boissieu, 2013). If they decide
to opt out, there would be no guarantee, to benefit from the advantages of the banking union
safety net (Lehman, Nyberg, 2014).
On the other hand, the participation of a majority or a minority of the EU- states in the
Banking Union would put at stake the integrity of the common market. Not joining the
banking union, would increase the risk of financial fragmentationdue to the traditional ringfencing measures, taken by host EU-countries (Montanaro, 2016). The «balkanisation» of the
single market and the absence of ex-ante binding rules on “risk-sharing, intensified the
conflicts of interest between home and host supervisors. An opt-out decision would deepen
the existent conflicts inside the internal market (Montanaro, 2016), jeopardisingthe integrity
of the single market. These conflicts, stemmed from different mandates and multi-vested
interests, pursued by EU-Eurozone Bankers, would be eliminated if the banking union
institutions could ensure the protection of the interests of the EU banking system and not only
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those of the Eurozone banking system. So, what we need is a European and not just a
Eurozone banking Union. Enria (2013) states that if EU-countries decide to opt-out, the
“repair” of the common market “will proceed with different speed” and be driven by different
political stances inside and outside the SSM jurisdiction. According to him,“it seems not
impossible, that a “rift opens up” in the single market, due to the division between countries,
joining the SSM and SRM and those opting out, continuing to implement national tools for
supervision and resolution”. Similarly, North (1990) argues that limiting the SSM only to
euro-area countries, would risk the construction of a “two speed Europe”, threatening to
increase financial fragmentation.
By dividing the EU countries into 19 euro-area members and 8 non-euro-area members, we
make two observations: first, the banking Union covers over 70 % of total EU banking assets,
second, the concentration of cross-border banking operations is higher in non-Eurozone
members, than in Eurozone area (Schoenmaker, 2015). The highest concentration of crossborder banking operations isnoticeable in the UK, a non-Eurozone (and recently non-EUcountry), having already declared not to opt in the banking union. The UK’s opt-out decision
is “subtly” explained by the fact that UK, especially the City, is a global financial player,
seeking to ensure that City’s pre-eminent position in the financial market won’t not be
jeopardised (Montanaro, 2016). Except the UK, Sweden declared its stance not to join the
banking union, while Denmark, Bulgaria and Romania stated their preference to opt- in. The
other non-euro countries stand for the moment a wait and see position, however their stance
seems to be rather negative (Montanaro, 2016).
In this regard, it is noteworthy to state the opinions that the officials of these countries hold,
regarding their preferences to join the banking union.
Regarding the Euro-zone member states we refer only to the Estonia, as it is itself a special
case. Although, Estonia, is a Euro-zone member state, its entire banking system is controlled
by “Swedish hands”. So, while its participation in the banking union scheme is mandatory, its
banking sector will be subjected to national supervisory control, exerted by Swedish
government (Alina, LigiaDimitresku, 2014).
Concerning the non- Euro-zone member states, the Governor of the Romanian National
Bank, MugurIsӑresku, supports the opinion, that although banking union plan lays down the
“same deal” and the same rules for all the EU-banking players,ensuring a level playing field
in the single market, a “voluntary” participation of the non-euro states in the banking Union,
would lead to a quasi-single market “balkanisation”.
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However, Isӑresku believes that

banking union fosters the financial stability, increases confidence in banking sector and
ensures sustainable lending and economic re-growth states (Alina, LigiaDimitresku, 2014).
Bulgarian officials, on the other hand, saw sceptically the participation in the banking union
plan, as it would involve a significant transfer of their national (-banking) sovereignty to
Brussels, without much benefit. However, as “poor banking supervision” triggered the
collapse of the Bulgaria’s fourth-biggest lender bank Corporate Commercial Bank, Bulgarian
officials decided to participate in the Single Supervisory Mechanism as a first step to opt-in
the European banking union design (Alina, LigiaDimitresku, 2014).
Swedish Minister of Finance, Anders Borg, objects the idea that a Eurozone institution
(SSM) will have the right to supervise countries outside the Eurozone, without giving them
any rightto vote. Furthermore, he challenges the independence of the ECB. According to him,
the ECB should not be subject to the EBA’s decisions(Alina, LigiaDimitresku, 2014).
With the view (concerning the vote rights), supported by Anders Borg, agree Poland’s central
Bank Governor, MarekBelka, who sees critically the entry of non-Eurozone countries in the
SSM, as they will have little influence over key-decisions. Hungary holds the same attitude
concerning the decision-making framework. Both seek voting rights in the ECB and equal
rights and obligations for all participating member states (Alina, LigiaDimitresku, 2014).
Czech authorities have their doubts, contrary to the view that other states hold, revelling in
the creation of the banking union as the solution to “repair” the financialstability. For them, a
banking Union plan, could affect negatively the country’s financial stability, given the
robustness of the Czech banking system (Alina, LigiaDimitresku, 2014).
On the other hand, emerging Euro-zonecountries, which look for economic growth, are
worried about the general impact of the single supervisory mechanismon the stability of their
national banking systems. This, as the ECB may pay little attention to the supervision of a
small country’s financial-banking system. Emerging European countries, being outside the
Eurozone, worry that a common fiscal backstop for the Eurozone banking system (the access
to the ESM resources) might disturb the competitive balance against local banks,
headquartered outside the single currency area. Ruling out(emerging) European member
states from the SSM jurisdiction, would increase opportunities for regulatory and supervisory
arbitrage (Howarth, D., Quaglia L., 2013).
As said above, the strongest oppositions to opt-in the SSM, were expressed by UK and
Sweden, expressed their political stance to stay outside the euro-zone and the EBU.
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These countries have global systematically banks which have subsidiaries and branches
inside the euro-area. As a consequence, all these subsidiaries will be supervised by the ECB.
On the other hand, many parents banks, headquartered in Euro area countries, have a
significant network of subsidiaries and branches in non-Eurozone countries, which are
supervised by non-euro Authorities. Thus, for non-Eurozone countries, (especially for the
UK), the option to opt-in the banking union, might limit the advantages (for example the
“light – touch” supervision), linked with regulatory powers that host countries (particularly
the case of the UK) have over the subsidiaries of foreign banks (Montanaro, 2016). Besides, a
two speed supervision regime would disrupt the competitive neutrality.
Bankers and the UK officials were concerned that the proposed supervisory power assigned
to the ECB, would affect the UK banking system, as many banks that have been
headquartered in UK, have subsidiaries that will be directly supervised by the ECB. Analysts
on the other hand, worry that international banks would prefer to establish headquarters in
Eurozone, something that would harm the interests of the UK. Thus British Bankers
Association, expresses worries about the future of the single market, while UK officials and
the banking industry fear that the Eurozone will seize upon the crisis to dominate in global
banking system, moving the European financial centre from London to the Eurozone.
Although, George Osborn, the British Chancellor of the Exchequer and Second Lord of the
treasury, states that access to the single market of financial services and the free movement of
capital, may favour the UK financial-banking industry and the consumers as well, he argued
that there is a need to modify the EU- Treaties to protect the rights of non-euro members in
the single (Alina, LigiaDimitresku, 2014).
Further questions are raised concerning the UK “banking status quo” after UK people having
decided the “Brexit”. How the banking regulatory framework of either subsidiaries or
branches of UK parent banks, located inside the Eurozone, or subsidiaries or branches of
parent banks, headquartered in Eurozone countries, situated in UK, will be configured, after
UK having abolished the EU membership. A further question concerns the role of the EBA
and the potential relocation of the EU- financial centre from London to Frankfurt.
Summarising, although many reasons enhance the attractiveness of the banking union design
for non-euro member states, two major problems limit its desirability for them (the non-eurozone countries), to opt-in.
First, to the reasons, enhancing the banking union’s attractiveness, count the fact that a single
supervisor would imply lower costs for cross-border banking operations. Second, joining the
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banking union, would ensure a fiscal backstop function as last “resort”, able to address a
systemic banking crisis. However, as the process to create a common fiscal backstop is still in
its infancy, the incentives to join the banking union are slight (Montanaro, 2016). To the
factors, influencing the decision of non-euro zone countries to join the EBU, count also the
dominant presence of foreign banks in candidate (opt-in) member states and the supervisory
“quality” of a single European supervisor. The fact that some euro banks have a dominant
presence in potential opt-in countries (could) push them to join the EBU (as shows the
situation of Romania and Bulgaria). On the other hand, the presence of a single European
supervisor, responsible for carrying out tough (and timeline) asset quality reviews, running
stress tests on banks, and developing common definitions on “no performing exposures” and
“debt forbearance, would help in verifying the quality of internal valuations of risk assets and
the bank’s robustness, thus reducing the domino effects of the crisis and the ensuing deposit
“flight to safety” (Antonin et al, 2014, Noonan, 2015, Alina, LigiaDimitresku, 2014).
Finally, political factors may have an impact to the opt-in (or-out) decision of non-euro zone
countries. Only, the discretionary power, usually allowed to national regulators and a certain
degree of forbearance shown by national Governments may influence country’s decisions to
opt-out (Montanaro, 2016).
On the other hand, to the factors, limiting the EBU’s desirability count the uncertainty about
a political promise for a “credible European supervisory system”, the unequal treatment of
euro and non-euro countries in the SSM decision making process and the access to the ESM
funds (Montanaro, 2016, J. Zettelmeyer, E. Berglöf, R. Haas, 2012).
VI. The financial safety net - The elements of the banking Union
As stated above, the roots of the ongoing financial crash was not only the interconnectedness
of the risky transactions of the financial institutions and their funding interrelation with and
via the banking sector, but also the concentration of real estate cycles within the monetary
union, resulting in «housing boom” in Europe, especially in Spain. On the other hand, the
ongoing fiscal deficits and the weaknesses of the EU governments to face the situation, led to
excessive borrowing, which exacerbate the economic destability.
Thus, the only feasible solution would be the creation of a banking Union, with a common
safety net, aiming to monitor the banking sector as a whole, particularly its risky cross –
border financial transactions. As the crisis proved that the existing financial safety net was
not adequate (Kalfaoglou 2014), the establishment of a banking union would constrain the
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negative effects of a systemic cross-border bank crisis and absorb in parallel the
macroeconomic shocks (Gros, Schoenmaker, 2014).
Two major reasons prompted the establishment of a banking union with a common safety net:
first, a macroeconomic and institutional in nature reason, related to systemic risk, second, the
aspiration that a banking union design can break the “diabolic feedback loop” between banks
and sovereigns (Gros, Schoenmaker, 2014).
Macroeconomic reasons, related to systemic risk, are macroeconomic imbalances.
Macroeconomic imbalances, such as large account deficits or real estate bubbles, occurred in
one country can have cascading effects on other countries. Such domino effects have also
been triggered, due to the stance of national Governments which privileged national bank’s
interests to preserve the value of national banks, thusneglecting the impact of negative
externalities of cross-border banking operations (Claessens et al., 2010, TurliucDragos D.,
and Popovici, Andreea N., 2013).
Another reason for which EU member states initiated the creation of the banking union with a
common safety net, was to break the “diabolic feedback loop” between bank distress and
sovereign defaults. The aftermath of the financial crisis, proved the dependence between the
sovereign and bank credit risk. The creation of the three pillars of the banking union project
aim to eliminate and/or mitigate the banks and sovereigns negative feedback loops
(Constâncio, 2013).
Thus, the creation of a banking union would reconstruct a sounder and more stable financial
safety net. The objective of a sounder safety net is to strengthen the economic stability and
provide the proper incentives to national and EU- Regulators to take the necessary measures,
to prevent banking contagion chains (Kalfaoglou, 2014). Proposals for a mixture of a sounder
financial safety net made Gross (2012) He introduced the criteria for an ex- ante “loss
allocation” following a bank crisis. According to him, the envisaged safety net shall satisfy
seven criteria: the priority of “bail-in” rule towards the public support, the geographical
extent of the safety net to the area covered by banks activities, the lowest cost of the
resolution mechanism applied, the funding of the resolution and deposit guarantee schemes
by ex-ante levies paid by banks, a fiscal backstop, a confidentiality clause concerning
decision – making within the safety net and the accountability of the resolution and deposit
guarantee systems (Gros, 2012).
The above criteria shall be accompanied by three building blocks, which constituted the
precursor of the three pillars of the banking union project: a prudential supervision, a crisis
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management tool and a deposit insurance system: The prudential supervision, based on
prudential requirements adopted by the Basel Committee, the supervision and a risk
management tool for the banking sector. These mechanisms aim to improve the banks
capacity to absorb shocks, enhancing banks' transparency and bank’s disclosure obligations.
A drawback of the envisaged safety net, according to Scoenmaker’s and Gros’sview (2012),
is the fact that its implementation is “doomed” to run under «a veil of ignorance», which
means that participating member states don’t know a priori, where the losses will incur.
However this problem can be attenuated, given that we could identify, based on the aftermath
of the financial crisis, where, presumably, the crisis will hit again (Kalfaoglou, 2014).
Objective of the banking union design is the transfer of banking sector’s “sovereignty”, from
national to supranational level, as an effort towards the de-politicisation of Europe. To
achieve this, the EU-Leaders prompted a set of reforms to establish a new regulatory
framework for financial sector. First, by building the single rulebook, to provide a single set
of harmonised rules. The single rule book was the “backbone” of the banking union, the
second reform initiated. The three pillars of the banking union, the SSM, the SRM and the
DGSs aimed at the reconstruction of the EU – banking regulatory system. Bank supervision,
delegated prior to this regulation to national authorities, will be entrusted to supranational
authorities, ensuring consistent supervision in EU – banking sector. On the other hand, the
SRM will be an effective tool for crisis management, assisted by a common system of
Deposit insurance schemes and a fiscal backstop mechanism, the ESM. The ESM was
established to serve as a permanent fiscal backstop, providing direct recapitalisation up to 60
billion EUR to banks in financial difficulties.
From the above five structural levels (single rule book, single supervisory mechanism, single
resolution mechanism, deposit guarantee schemes, common fiscal backstopmechanism, the
ESM), the first and the fifth actions are “supportive”, while the second, third and fourth
mechanisms, are the three building blocks, of which the former is preventive and the two
latter are “remedial” (Kalfaoglou, 2014, Gros D., Scoenmaker D., 2014, COCRIŞ Vasile,
ŢYRCANU Igor, PERCIC Stanislav, 2014).
According to this analysis, the supportive actions plan to build trust and commitment to the
realisation of the envisaged project, while the objective of the preventive pillar is to diminish
the risk and the intensity of bank crisis and that of the remedial pillars is to build a permanent
“firewall” to ensure the viability of the banking system (SRM) and to protect the national
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public budget from bank’s failure and depositors, purposes, which strengths the European
solidarity (kalfaoglou, 2014, COCRIŞ Vasile, ŢYRCANU Igor, PERCIC Stanislav, 2014).
The banking union project includes three constituent elements:
a) A single supervisory mechanism, aiming the strict monitoring of the implication of the
strict application of the prudential requirements enacted by the Directive (Bale III)
b) A cohesive plan for crisis management in the euro area, comprising

recovery and

resolution strategies and tools, in order to avert crises and to manage them in an early stage.
c) ADeposit guarantee scheme harmonising the national

legislations

concerning the

depositor s protection, anticipating faster reimbursement of the depositors, better funding of
deposit guarantee and mutual borrowing procedures (Bardu, Boitan 2013).
PART B
I.

SINGLE SUPERVISORY MECHANISM

Ii. Negotiation phase on the SSM adoption - Preoccupations during the bargaining stage
Τhe macroeconomic impact of the financial crisis differentiated the national strategies on the
envisaged project of the European banking union. Various preoccupations with moral hazard,
legal issues, even those regarding the degree of banking internationalisation, were expressed
by member states in the core, especially Germany. Germany is the Eurozone member state
with the largest economy, the largest banking system in total assets and the most stable
economy in the whole EU, having the strongest financial and fiscal position. Thus, German
policy –makers were reluctant to accept that Germany would be a net contributor country.
They linked the EBU design, especially the SRM pattern with moral hazard preoccupations
(Howarth D., Quaglia L. (2014, 2015).
The establishment of the ESM to save ailing banks is linked with moral hazard concerns, as
banks will be more likely to be involved in risk-taking activities, in the knowledge that they
will be salvaged in the event of a crisis. On the other hand, the creation of the SRM providing
for a single resolution Fund, would create further moral hazard issues for both sovereigns and
banks. German policy makers were concerned that the creation of a single EU- resolution
Fund (and the rescue of struggling banks from it), would create «perverse» incentives for
member states to be more lenient in regulation and supervision of banks. This might loosen
the financial policy, especially the national fiscal politics. Fiscal implications and risk-
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sharing of financial crises, being interrelated to moral hazard issues, explain the resistance of
some core countries to accept the handover of national powers to pan European supervision
authority (Montanaro, 2016). To limit moral hazard concerns, German Government insisted
on the direct ECB supervision for the systemically significant banks and the bail-in rules,
with EU- Fund as the last backplatform at EU level (Howarth D., Quaglia L. (2014, 2015).
Moreover, the reluctance of German policy makers to endorse the EBU design, can be
explained by the configuration of the German banking system, i.e. the degree of its
nationalisation (Geeroms H. and Karbownik, P., 2014), and of foreign bank penetration in its
jurisdiction) and the percentage of total bank assets that are covered by the direct ECB
supervision. Germany headquarters only one very big highly internationalised bank -the
private Deutsche Bank – and a second big commercial bank with significant European
presence, (being the only Banks, subjected to direct supervision by the ECB), all the other
banks are nationally held, the Sparkassen. Thus, we would expect less incentives for German
policy makers in establishing the banking Union, particularly and less support, regarding the
creation of the SRM pattern. Therefore, only the two large commercial banks (the Deutsche
Bank and Commerzbank) advocated the creation of the SSM, while Sparkaseen and other
Landes- and regional banks objected the SSM project.
Besides, Germany being a solvent and financially robust state, would not be in need to bailout its banks. On the other hand, Sparkassen directors asserted that home regulators had the
expertise and better knowledge of the specific features and the configuration of German
banking system and banking operations. Thus, the handover of supervision and regulation to
the EU institutions was unacceptable (Howarth D., Quaglia L. (2014, 2015).
The national preferences of the French Government were directed towards the support of the
SSM, due to the configuration of the French banking system, the preoccupation that a higher
rate of French banks will be subjected to the ECB supervision, lastly because of their
exposure, especially concerning the mass retail banking, (the greatest than any other EE
member states) to the euro periphery banking systems and foreign bank penetration via
subsidiaries in other member states.
Thus, the extent of internationalisation of French banking system, can explain the French
Government’s interest to support the SSM, pushing for a forceful involvement of the ECB in
the supervisory commission of the EBU, to ensure financial stability in the whole EU. In
parallel the French Government expressed preoccupations, concerning the unequal
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supervisory treatment of different bank ranks in total assets (Howarth D., Quaglia L. (2014,
2015).
Concerning the political stance of the UK, it is to mention that euro outsiders do not face the
financial trillema, as they retain their currency and their financial policies. Second, the
criterion of foreign bank penetration, shaped the national preferences of these countries
(Howarth D., Quaglia L. (2014, 2015).
The strategy of the UK Government to object the participation in the SSM is justified by the
rank of foreign bank’s penetration in its banking system. Although UK banks are highly
internationalised and well – capitalised, the fact that the foreign banks penetration, in retail
banking was limited, pushed UK to refuse the participation in the SSM, to avoid the ECB
direct supervision of its retail bank assets, amounting to over 90 percent. Another reason,
explaining the UK refusal to join the SSM, was the limited bank exposure to the euro
periphery. However, the UK Government advocated the BU project and the SSM pattern (for
the euro area banks), as most UK banks were exposed to the potential financial instability due
to internationalised banking operations. Hence, participating in the SSM, would be a mean to
address the ongoing sovereign debt crisis and thus to ensure financial stability (Howarth D.,
Quaglia L. (2014, 2015).
As stated above the EBA is entrusted to coordinate all the national supervisors, aiming to
avoid differences in the application of the common regulation rules. However, although, the
EBA’s tasks are distinct to those of the SSM (ECB), the fact that both have wide regulatory
powers does not rule out possible regulatory ambiguities. After the adoption of the SSM, the
EBA’s role to develop regulatory standards, issuing guidelines and recommendations has
been strengthened. According to the SSM regulation, the ECB shall adopt the standards
developed by the EBA, however, it is bound by the binding EBA’s rules and decisions
(Montanaro, 2016).
Even if the creation of the SSM, will not change the assignments of tasks to the EBA nor its
mission and structure, it will upset the balance of power between the EBA and the ECB (the
SSM function), as the SSM will replace all the national supervisors, taking over the
responsibility to monitor directly or indirectly all the Eurozone banks, participating in the
SSM. This implies that the ECB (the SSM) would exert strong (supra) political pressure to
the EBA’s decisions, thus «diluting» the influence of non-Eurozone countries, notably of the
United Kingdom (Gros, Schoenmaker, 2014). This balance disruption between the regulatory
tasks entrusted to the ECB (SSM) and those given to the EBA may set aside the EBA’s role.
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As stated above, EBA is entrusted with the implementation of the rules contained in the
single rulebook, being responsible for the banking regulation of the entire EU, while the ECB
is responsible for monitoring the Eurozone banks and those presumably joining the EBU.
However, the fact that the ECB as supervisor will have a crucial role in the regulation of the
single market, the EBA’s responsibility to reduce fragmentation in the single market, will be
side-lined (Sarcinelli, 2013).
This balance disruption between the ECB and the EBA becomes particularly serious due to
the different “representation and voice rights” that non-euro countries have in the governing
committees and the decision-making procedures of the two Bodies (Howart, D., QuagIia, L.,
2013, Montanaro, 2016). That is why, the political stance of the UK Government and the
fully aligning position of British banks aimed to stave off a potential euro area block within
the single market. It worried not only that the adoption of further legislative acts would put at
stake the British financial system, but also it similarly feared that a euro area majority in the
ΕΒΑ meetings could impose its rules on the euro outsiders, reason for which they demanded
a voting reform: the approval of any decision by a number of member states outside the
banking union and a double majority of member states both inside and outside the Banking
Union (Montanaro, 2016, Howarth D., Quaglia L. (2013, 2014, 2015), Gros, Schoenmaker,
2014).
Similarly the decision of the Swedish government to refuse opting in the EBU, builds on the
idea that the greatest range of banks assets would be covered by the ECB supervision
commission, due to the high degree of concentration of its banking sector. On the other hand,
the fact that the foreign bank penetration and the exposure to euro periphery transactions, was
limited, led Sweden to object participation in the SSM (Howarth D., Quaglia L. (2013, 2014,
2015).
Denmark’s political stance towards the EBU participations, is explained due to the limited
foreign bank penetration and the lower degree of internationalisation of its banking system.
Although Denmark is an opt-out player, it maintains a “wait and see” attitude (Howarth D.,
Quaglia L. (2013, 2014, 2015).
Central and Eastern European Member states, presenting a high degree of foreign banks
penetration, supported the view, that opting out the SSM would have detrimental effects on
their home banks, as depositors withdrew their accounts to banks headquartered in BU
countries. Romania, Bulgaria, accepted the SSM participation, due to the high degree of
foreign bank penetration (Howarth D., Quaglia L. (2014, 2015). Latvia and Lithuania would
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have less interest to participate in the SSM, as their banking industry is dominated by
subsidiaries of Swedish banks. However, their declaration to enter the euro area in 2014,
forced the Latvia Government to accept the SSM pattern and the Lithuania Government to
adhere to the SSM and the EBU design (Howarth D., Quaglia L. (2013, 2014, 2015).
Three other CEEC (Hungary, Poland and Czech Republic) clarified their intention not to optin the SSM/EBU. For the two first, the reason was the low foreign bank penetration in their
banking industry, while for the third, the preferences to opt –out the SSM, were formed due
to their scepticism to enter the euro area. Besides for both countries, the participation in the
euro area was a long-way stage. During the negotiations to formulate the EBU operations,
there were put on the table two more problematics, pushing or restraining euro area outsiders
from participating in the SSM: the participation in the SSM, would ensure a sound prudential
basis in the global banking industry, strengthening stability and credibility in the single
market. On the other hand, concerned voices criticised the “second class-status” of non –euro
member states, disposing limited voting powers, compared to those of euro member states
(Howarth D., Quaglia L. (2013,2014, 2015).

Iii.The framework of the Single Supervisory Mechanism
In the past decade and even earlier, supervisory powers had been entrusted to national
authorities (Montanaro, 2016), which had the fully discretion to implement better the banking
regulatory framework, according the EU law, based on their “idionsyncratic” banking profile
iind their specificities/priorities of their economic orientation.
This situation creates divergent regulatory policies in the EU, increasing the uncertainty in
financial system and feeding the regulatory arbitrage to the detriment of competitiveness in
EU area (Kalfaoglou, 2014). The establishment of numerous financial institutions in the wide
Euro-area, operating various complex transactions especially via cross – border bank groups,
i.e. branches or subsidiaries, located in other member states from that of parent companies
pushed the creation of a single supervisory mechanism. In such cases, the parent company is
subject to the supervisory framework of the home country, while their branches or
subsidiaries are subject to the supervisory power of the host country. As a consequence, the
supervisory mechanisms differ each other significantly, influencing negatively the
competitiveness and causing imbalances in financial sector. The divergent supervisory
mechanisms generate negative externalities, linked with cross-border banking activities, thus,
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jeopardising the equilibrium in financial system and the EU- economy. The rising threats to
the European economy, demanded effective measures.
On the other hand cooperation between national authorities lacked, in crisis periods, as
matters of governments accountability and the associated issue of tax burden sharing.
The negatives impacts on the financial integration, forced the leaders of the EU to propose a
new regulatory framework, to address ring - fencing and fragmentation. The adoption of the
legislative measures will mark a more resilient, transparent and efficient banking system,
reducing in parallel, the cost of regulatory compliance, due to the uniform rules (kalfaoglou,
2014). A new uniform regulatory framework will ensure a supervisory culture and thus a
transparent and level “playing field” with positive effects on competition and averting action
against county bias and national regulatory capture (Kalfaoglou, 2014, Goodhart, 2012).
A single supervisory mechanism at EU – level, will reinforce the cooperation and
coordination between home and host countries (Kalfaoglou, 2014). The “light – touch”
supervision applied by some EU countries, for instance the UK, was seen by other more
“conservative” countries, such as Italy and Spain, rather as an effort to maintain competitive
advantages, than a real threat to the EU-financial stability. ). On the other hand, the aim of an
efficient supervision is not to prevent any risk-taking bank activities, but rather to balance the
correlation of risk and reward for the private sector.
The most important headway of the regulatory reconstruction of the banking union is the
establishment of the SSM.
The Supervisory mechanism would minimise the disruptions for cross – border credit,
benefiting the level playing – field for cross – border transactions (Neyer, U. und Vieten, T.,
2013, Kalfaoglou, 2014). According to Colliard, the necessity to establish an optimal
supervisory model, is dependent on three factors: “the severity of the conflict of objectives
between the supranational and national authorities, the opacity of the supervised bank and the
specificity of its asset. The greater the severity of the objectives’ conflict and/or the lower the
specificity of assets, the more a supranational authority is needed”. Adversely, a national
authority shall be entrusted in tasks, in case a bank is opaque, because of its complex
structure (complex balance sheet accounts, specificity of assets) and/or multifaceted financial
services. The reason, why in such a case national authorities are the most appropriate is the
fact that they the expertise and the knowledge of their idiosyncratic banking system.
Concerning the supervisory body, there were three options on the table: to assign the
supervisory powers to the European central Bank (ECB), to confer these to the already
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existed European Banking Authority (EBA) or to give them to a new established entity. The
third opinion was rejected due to practical reasons, namely due to the fact that the
establishment of a new entity required time and eventually a further political decision and a
required recording costs in the budget, while the second one was abandoned due to political
reasons, as the EBA, is located in London. On the other hand, the choice to delegate the ECB
with supervisory powers, was palatable as the ECB is the Lender of Last Resort, delegated to
provide liquidity to banks. Additionally, ECB has better expertise (Pisani et al., 2012, Jean
Tirole, 2014) and accurate information not only about market conditions but also liquidity
ratios of banks, thus being able to assess the liquidity needs of banks (Pisani et al., 2012).
These advantages of the ECB, persuaded the EU-leaders to assign the supervisory powers to
the ECB.
Thus, the ECB, was endowed with supervisory powers, to monitor he implementation of the
uniform rules of the rule book, the prudential requirements defined in the Regulation
575/2013, (developed by the Basel Committee on Banking Supervision) and the microprudential and macro-prudential supervision at the EU- level.

Iiii. A two-tier supervisory system
The regulation introduces a two-tier supervisory system, between a centralised and
decentralised forces (Cristian de Boissieu, 2013). According to this twofold system, the ECB,
assigned by centralisation forces (EU-institutions) to supervise the large banks in the EUarea, while smaller ones will be monitored by the national competent authorities, delegated
by decentralised forces (national governments).
The “financial industry lobbying” adopted the idea to move from decentralised supervisory
models to an EU-centralised supervisory authority has been adopted,as it would not only
foster the market integration, but it wouldalso eliminate burdensome costs, (especially
concerning the cross-border banking groups)reducing in parallel risks of an “unlevelled
playing field”. On the other hand, focusing on large systemic banks, would reduce the ECB’s
operational costs, as it would avoid to be involved in the time-consuming supervision of
smaller national banks, which required financial and human resources (Bardu, Boitan, 2013).
The establishment of an EU- centralised supervisory authority would eliminate the
inconsistency between the EU-wide market size and the limited national supervisory power
(Montanaro, 2016).
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Concerning the scope of the SSM-regulation, it will apply to member states, whose currency
is the euro and to non-Euro-zone member states, whose national competent authorities have
established a close cooperation with the ECB. Additionally, the ECB will have the right to
intervene, when necessary to ensure consistent application of high supervisory standards,
(after consulting with national competent authorities or upon request by a national authority),
to exercise directly all the relevant (supervisory) powers. National authorities will offer on
the other hand, assistance to the ECB, when needed, maintaining responsibility in the area of
consumer protection and the fight against the money laundering.
The length of the ECB’s supervisory powers, is defined in the art. 4 of the SSM-Regulation. .
Under the supervisory umbrella of the ECB fallen the systematically important banks,
established in participating member states and the banks of those member states that are
willing to opt in the bank union. The significance shall be assessed based on threecriteria: the
size of the bank, with the total value of its assets to exceed 30 billion or 20 % of the national
GDB, unless it (the total value of its assets) is below 5 billion,its importance for the economy
of the Union or any participating member states and the significance for cross – border
activities. The ECB may also, on its own initiative, consider a credit institution as significant
in case it has established subsidiaries in more than one member states and its cross-border
assets or liabilities represent a significant part of its total assets and liabilities, while not less
significant shall be considered those institutions that have requested or received directly
public financial support from the EFSF or the ESM.
The ECB is entrusted with certain tasks, regarding the prudential supervision of credit
institutions, established in member states of the euro area. It is responsible to grant and
withdraw authorisation, give permission to mergers and acquisitions and ensure compliance
with the Basel capital requirements.
On the other hand, national competent authorities continue to exist, exercising supervisory
powers to smaller banks, offering their expertise and knowledge based on the idiosyncratic
structure and/or organisation of smaller national banks. This clear – cut split of labour
between ECB and national authorities guarantees a fruitful supervision (Cristian de Boissieu,
2013).
Further criteria to be taken into account for determining the scope of the banking union,
should be the need to limit the information asymmetries between the European and national
supervisory authorities, to ensure an adequate level of risk-coverage, and to diminish
competitive distortions and deregulation (Pisani et al., 2012, Dermine, J., 2016).
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In the EU-area there are approximately 8200 banks, while in euro area 6000 banks. About
130 of them are characterised as “significant” (“systemic”), which are subject to the ECB’s
supervision. These banks represent a market share at approximately 80 to 85 % of bank assets
in the euro-area. As said above, the criteria for a bank to be characterised as significant or
systemic are the size, the interconnexions with other (multinational-) banks, and the extent of
potential externalities. Although the size criterion may lead to some “competence
overlapping” and competition between the “centre” and “periphery”, however does not
construe the meaning that national authorities will not continue to watch over their banks, or
that ECB will neglect the supervision of smaller banks (Cristian de Boissieu, 2013). There
must be a conducive division of tasks and an expedient cooperation and tasks’ coordination
between all the involved authorities.
Concerning the coordination problems, two issues have to be discussed: the cooperation
between the ECB and NCAs, regarding the functioning of SSM, and the conflict of
competences between ECB and other existing bodies to which have been assigned specific
tasks relating to prudential policies.
The first issue raised, questions the balance between the centralisation forces assigning the
ECB tasks to supervise the larger EU-banks and decentralisation forces, delegating to
national competent authorities to police smaller and medium-sized banks, due to their
privileged access to local information (proximity aspect from a geographic, cultural and
political point of view) (Cristian de Boissieu, 2013, Antonin et al, 2014.5).
According to Basel II and III, both decision-making centres, (centralised and decentralised),
having a “referee function” to assess internal model’s quality used by banks, shall cooperate
in a way, to safeguard an optimum degree of supervision within the SSM. Thus, they will
eliminate any competitive distortion, ensuring a level playing field (Cristian de Boissieu,
2013).
The second issue relates to potential conflict between ECB, (being in charge of macroprudential policy and micro-prudential instruments utilised for macro-prudential purposes)
and other existing bodies, also in charge of exercising prudential regulatory tasks.
In this regard, it is questioned the role of the ESRB (European Systemic Risk Board) and the
role of the EBA in EBU plan. As far as the responsibilities of the ESRB are concerned, ESRB
is an institution, in charge of macro-prudential supervision. The creation of the EBA aimed
the coordination of all national supervisor’s operations, to ensure that the internal market in
banking sector won’t be distorted by divergences in the application of the common regulation
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rules (Gros, D., Schoenmaer D., 2014). The EBA is also entrusted to identify, monitor and
issue recommendations or warnings about systemic risks to the stability and integrity of the
EU financial system. In this sense it has a similar role as the ECBs signalling function for
banks failures. However, it does not have any executive power, or impact on the decisionmaking process. On the other hand, is debatable, what will be the role of EBA, after the
complete implementation of the EBU. EBA is entrusted to preserve financial stability in the
EU-area and guarantee the integrity, market- efficiency and orderly functioning of the
banking system. Its overall tasks are to ensure an expedient, efficient and unified European
supervision and regulation.
In the pallet of these tasks, its main duty is to contribute, through the adoption of Binding
Technical Standards and Guidelines, to the creation of the European Single Rulebook in
banking. EBA will continue to conduct stress tests in cooperation with the ECB ant the
NCAs. After the transition period, EBA will have to adjust its prudential policies to the new
institutional-regulatory framework.
Furthermore, it is questionable -in my view- what the institutional role of the EBA will be
after Brexit, as not only its “head office” shall be transferred in another member state of the
EU or the euro-zone, but also its structure and its body shall be respectively changed.
Thus, a stronger cooperation in supervisory aspects between the EBA and the ECB is needed.
The new EBA regulation (2012/512 final) regulates the supervisory cooperation between
these two institutions. As specific tasks concerning policies relating to prudential supervision
of credit institutions, are assigned to these two European institutions, (EBA and the ECB), the
new regulation shall ensure a balance between member states, of the euro and those outside
the euro, in the decision making proceedings before EBA (Breuss, Fritz, 2013).
Furthermore, questionable is the relationship between EBA as ESRB. As both bodies have a
role to issue guidelines for national macro-prudential authorities, while they have a legal
responsibility for macro-prudential oversight, ensuring the integrity of financial system
(Breuss, Fritz, 2013).
These “multi-layered responsibilities” of all the above EU-institutions, pose the question of
an efficient and consistent cooperation and coordination between them, towards the common
target: the creation and maintenance of the financial stability of internal market. The response
to this question presupposes a further approach about the “best incentive structure” to achieve
the goals, put by European and national policy-makes (Cristian de Boissieu, 2013).
A heated discussion on this topic is awaited at national and European level.
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Before the fully assignment of the supervisory powers to the ECB, it conducted a
comprehensive assessment, comprised in the “founding act” of the SSM” with the objective,
to reinforce transparency concerning the quality of the information about banks profile, to
restructure bank’s balance sheets requiring remedial action, where needed and to build
confidence (Kalfaoglou, 2014).

Iiv. Organisational principles of the ECB’s supervisory function – Synergies and conflicts
The ECB shall carry out the entrusted to it supervisory tasks within the SSM, composed of
the ECB and national competent authorities. The SSM is the supranational Authority, through
which the ECB will exercise its supervisory function. The advantage from this institutional
interface, is that the SSM will benefit from the independence and the world-wide reputation
and credibility of the ECB.
According to the art. 19 of the SSM-Regulation, the ECB and the national competent
authorities shall act (within the SSM) independently and objectively in the interest of the
Union as a whole, when conducting the tasks assigned to them. They shall neither seek nor
take instructions from the institutions or bodies of the Union, from any government of a
Member State or from any other public or private body.
A strong commitment of EU-Institutions and national Governments or lobbies to the ECB’s
independence, (exercising its supervisory mission), would be a vital condition to achieve its
supervisory function (Neyer, U. und Vieten, T., 2013). Thus, the independence and the
“distance” from national supervisory authorities make ECB’s mission more credible (Speyer,
B., 2012). Third, the ECB has a comparative advantage in collecting micro-economic
information about banks profile and risks, owning to the implementation of unconventional
monetary policy instruments (Pollin, J., P., 2013, Cristian de Boissieu, 2013, Pisani et al.,
2012).
The new tasks entrusted to the ECB pose mayor challenges for its new dual role as the
guardian of price stability and single bank’s supervisor. These two functions are closely
interconnected, as Central Banks provide liquidity to banks in times of crises and at the same
time is called to execute supervisory tasks (Avaro, M., Sterdyniac, H., 2014).
The interconnectedness of these two policies may give rise to both synergies (interactions)
and conflicts of interests between these two roles, a certain degree of trade-offs between
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monetary and prudential policies, particularly, in order to maximise effectiveness of both
policies, is required.
Αs stated the ECB President Draghi (2012) ... “stronger supervision facilitates the conduct of
monetary policy”. Bank credit channel plays a crucial role in transmitting impulses to the real
economy. A robust and resilient banking system will make more homogeneous the
transmission mechanism of the monetary policy. This will ensure a smooth transmission of
monetary policy, thus favouring the pursuit of its main goal, the price stability (Constâncio,
2013) through efficient banking supervision.
Another positive synergy between themonetary policy and supervisory function, is the
collection, exchange and evaluation of financial information (Neyer, U. und Vieten, T.,
2013).
Information sharing between them, ensures a better performance of both monetary and
supervision policy (Darvas and Merler, 2013). Thus, by using financial information, ECB
could decide which banks are solvent but illiquid and which are insolvent, which is crucial
for it function a Lender of Last Resort (Darvas and Merler, 2013). Additionally, the exercise
of monetary and supervision policy by a single EU- Institution (the ECB), will help to be
taken into account potential dependencies in monetary and supervision decision-making
process and relevant measures to be better coordinated (Couré, B., 2013).
On the other hand, the interaction of these two functions might confuse their responsibilities,
thus affecting their effectiveness. The supervisory board is responsible to carry out
preparatory work, regarding the supervisory tasks, entrusted to the ECB. It cannot, however,
take supervisory decisions. Such decisions can take only the ECB Governing Council. In case
there are disagreements between these two boards, a dispute resolution board (mediation
body) should be called upon to settle the dispute. Thus, in the establishment of a supervisory
decision might three organs be involved: the supervisory body, the ECB governing council
and the dispute resolution board. This, would confuse the responsibility framework of the
engaged organs and complicate the supervisory decisions process, which is problematic, as in
times of crises must be taken swiftly (Lautenschläger, 2013).
From the above analysis, comes out that both the monetary and supervisory policy are
exercised by the same management board, the ECB governing Council (Neyer, U., and
Vieten T., 2013, Dietz, M., 2014).
Given thatthe interconnection of the monetary and supervisory authorities and the potential
confusion of their responsibilities, which might render inefficient the conduct of both
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monetary and supervisory powers, the SSM- Regulation establishes in its art. 25 “Chinese
walls” between monetary policy and supervision tasks.
According to the art. 25 of the SSM-regulation, the ECB, when conducting its supervisory
tasks shall pursue only the objectives set by the SSM-Regulation. Moreover, the staff,
involved, to carry out supervisory tasks, conferred to the ECB, shall be organisationally
separated from the staff engaged to conduct other tasks conferred to it. Additionally the
function of the Governing Council shall be differentiated, in a way that meetings and agendas
related to these two distinct functions, shall be strictly separated (Neyer U., and Vieten T.,
2013, Dietz, M., 2014).
The main argument,justifying this organisational separation, is that it would smooth out the
conflicts of interestsbetween the two pursued objectives, pursued by the same institution (the
ECB), the price stability, on the one hand, and the banking supervisory function, on the other
hand. Banking supervision must not endanger the trust in the single currency (Meister, M.,
2015). As stated above, giving supervisory powers to the ECB, may have a positive impact in
the conduct of monetary policy. Banking supervision might improve the ECB’s “capacity” to
earlier detect variable indicators, predicting the deterioration of macroeconomic conditions,
thus severing potential financial crisis. Thus a strong supervision will help the ECB to
conduct more effectively the monetary policy (Peek et al, 1999). However, the pursuit of the
one policy, may render ineffective the conduct of the other (and vice versa). For example,the
effectively conduct of monetary policy, for instance, an increase in interest rates, considered
as necessary to ensure price stability, would have at the same time, a critical impact on the
balance sheets of (failing) banks and other financial agents (Goodhart, 2000, Speyer, B.,
2012, Darvas and Merler, 2013, Neyer U., and Vieten T., 2013, Breuss, F., 2013, Polli, J., P.,
2013, Kalfaoglou, 2014). A deterioration in the bank’s balance sheets correlates, would
increase bank’s fragility in the market, thus endangering banking system’s stability (Cristian
de Boissieu, 2013, 2014). In such a case, the ECB should abstain from increasing the interest
rates, to achieve its supervisory goals (Neyer U., and Vieten T., 2013).
A further conflict of interest (between monetary and supervisory policy) might arise when the
pursuit of the supervisory objective required an increase in capital requirements, which in
turn could hinder the effectiveness of monetary transmission channels. In this case, a
necessary increase in capital buffer should be omitted, as it could affect the transmission
mechanism of the monetary policy (Neyer U., and Vieten T., 2013).
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Another potential conflict may arise from the interaction of the bodies of these two
institutions (Cristian de Boissieu, 2013). Given that some overlapping in the membership of
the two bodies, will be unavoidable, a full separation between them, so as the Governing
council would be an observer at the supervisory Board, without voting rights (and vice versa)
would be necessary.
If the ECB is responsible to monitor banks and banks fail, this might affect negatively the
public’s “perception” of its credibility (Ioannidou, 2012).On the other hand a bad
synchronisation in terms of measures taken, between these two policies, may put in doubt the
reputation of the ECB, creating a negative impact on the credibility of the ECB’s monetary
policy conduct (Ioannidou, 2012). This, as the implementation of the monetary policy is
much stricter, than respective measures in the framework of the supervisory policy, where
forbearance is sometimes necessary (Kalfaoglou, 2014). Finally, potential supervisory
failures may have negative impact on the reputation of the ECB (Speyer, B., 2012, Neyer U.,
and Vieten T., 2013, Darvas and Merler, 2013).
Further conflicts of interests with national authorities may arise from the ECB’s conduct of
supervisory policy. The ECB exercises a more severe supervisory policy, than the one
applied by national authorities. National authorities usually show a greater leniency and
regulatory forbearance, supervising their banks. On the other hand, the minimum
harmonisation aimed by the EU legislation, allowed a wide array of discretion and broad
flexibility to national regulators, thus creating incentives for loose supervision and
forbearance (Montanaro, 2016). However, national preferences cannot be easily overlooked.
Thus, interest conflicts, may lead to political and financial disruptions about the ECB’s role
in co-exercising the common monetary and the single supervisory policy, something that can
harm its reputation (Speyer, B., 2012).
Finally, potential conflictswith national authorities, interrelated with the supervisory function
of the ECB, may arise if the ECB underestimates the indicators and variables indexing the
resilience of a bank, thus deciding to solve it instead to save it. Another conflict might arise
in case the ECB (responsible to signal struggling banks) underrates or overrates the risk
profile of a bank, enabling a bank to take too much risk. In such a case, national authorities
would have the right to complain about the payment costs of the misjudges of the ECB. The
only way to avoid the potential conflicts, is to transfer the resolution and deposit insurance to
the Eurozone level, ensuring the needed alignment of responsibilities (Gros, D.,
Schoenmaker, D., 2014).
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Concluding, should synergies lead to positive outcomes, both missions could be entrusted to
the same body. Should this not happen, the different tasks two distinct bodies should be
performed by different bodies (Kalfaoglou, 2014).
Ioannidou (2012), concludes, that the accommodation of these two functions under the same
institution (the ECB), will have cross-effects form one function to the other. These conflicts,
being unavoidable, seem not to be eliminated by institutional rearrangements.

Iv. Insufficiencies of the SSM
As stated above, the ECB (SSM) is entrusted to monitor the significant (“systemic”) banks,
while smaller banks will be policed by national supervisors. A major problem would be the
differences between the SSM standards and the practices of the national banking supervisors,
especially with regard to sanctions imposed in case of noncompliance with regulatory
standards. This might lead to uneven treatment of individual banks (Beldowsky J., SlomkaGolebiowska, A., 2016).
A further shortcoming of the SSM, might arise from the scope of the SSM, limited to
significant bank (-groups). The assignment of specific (supervisory) tasks (regarding smaller
banks) to national supervisory authorities, will result in different levels of control and
responsibility. In this context Neyer and Vieten (2013) speak of an “erosion risk” of the
ECB’s independence (“die GefahreinerAushölungihrerUnabhängigkeit”). For instance, if the
ECB demands the resolution of a bank, it is possible, that national Governments will increase
the pressure on the ECB (Speyer, B., 2012) to use monetary policy instruments for fiscal
tasks, in case, a bank resolution will place a burden on the state budget (Neyer und Vieten
2013). In this sense, Remsperger (2013) speaks of the danger, to be caught the monetary
policy in the “vortex” of fiscal policy (…“in das Schlepptau der Fiskalpolitik”…).
On the other hand, there are concerns that the ECB may pay little attention to the supervision
of smaller banks, if its mission is limited to supervise only the systemic large banks. The
assignment of smaller banks’ supervision to national authorities might not reduce the danger
of a further financial crises, as potential negative externalities of those banks might fuel the
financial instability.According to the Supervision Regulation, ECB will monitor the large
systemic banks and potentially intervene if necessary exercising (corrective) supervisory
powers to smaller banks. However the fact that in principle national supervisors are in charge
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of monitoring smaller local banks and the ECB may intervene in a second phase does not
fully resolve the problem (Zettelmeyer et al., 2012).
Another imperfection of the SSM mechanism, is the lack of its democratic legitimacy. The
SSM’s powers result in an “abdication” of parliamentary control, which poses the normative
question of its democratic legitimacy. For instance, a decision to shut down a struggling
bank, would interfere with (private) property rights. This is why, an expansion of the ECB’s
powers should involve a stricter democratic control (Pollin, J., P., 2013). It is therefore
necessary to be given to participating member states the possibility to legally defend against
such interferences (Speyer, B., 2012, Neyer, U., Vieten, T., 2013). This problem point out
Eriksson (2013) and Speyer (2012), who implyparticipating member states should be given a
right to initiate legal actions before the Court of Justice, according to the art. 263 of TFUE.
According to Gross’ opinion (2012), he reason why, the SSM-Regulation does not provide
any legal proceedings, to control the ECB’s (supervisory) decisions, is to preserve its
independence.
The lack of a direct parliamentary control mitigates the SSM-Regulation, by providing a
multi-layer accountability framework, regarding the ECB’s supervisory tasks. It foresees (in
art. 20) that the ECB (its supervisory Board) shall be accountable to the European Parliament
and to the Council for the implementation of the SSM-Regulation. Additionally, the ECB
shall submit annual reports, to the European Parliament, to the Council, to the Commission
and to the euro Group, on the execution of the tasks, assigned to it by this Regulation,
including information on the structure and amount of the supervisory fees.
Montanaro (2016) on the other hand, sees a mismatch between supervisory powers
transferred to the ECB and the fiscal implications of the supervisory decisions. Although,
national authorities of host countries won’t be responsible to monitor domestic banks,
however they will bear the fiscal and stability costs resulting from potential supervisory
failures.
Fianally, to the insufficiencies of SSM counts also its institutional-organisational complexity.
The coexistence of ECB with other institutions, national and European, may be problematic
(Sarcinelli, 2013).
The ECB performs its tasks assisted by a multi-layer regime of agencies: the ESA (European
Supervisory Authorities), the ESRB (European Systemic Risk Board) and Eurozone’s and
non-Eurozone national supervisors, who sit on the European System of Financial Supervision
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(ESFS). Finally the ECB cooperates with EFSF and ESM, two organisations, entrusted to
provide financial support.
On the other hand, the cooperation between the ECB and Eurozone national supervisors
would be problematic, as national supervisors would continue to show forbearance, while
monitoring smaller banks. Extremely problematic, on the other hand, would be the
cooperation between the ECB and non-Euro-zone states. As non-Eurozone states are not
obliged to cooperate with the ECB, it would be a long shot for the ECB to develop a single
supervisory plan, in which to adhere non-Eurozone member states (Sarcinelli, 2013).
These multi -faceted regime may weaken the transparency and effectiveness of the banking
supervision. Besides the responsibilities of some organs overlap, which further complicates
the situation (Beldowsky J., Slomka-Golebiowska, A., 2016).

II.

SINGLE RESOLUTION MECHANISM

IIi. Negotiations stage on the SRM
As stated above, the EU banking Union design was the most remarkable transfer of
sovereignty to the European level, after the transfer of the monetary policy from national to
supranational level. Tough negotiation took place as regards the legal foundation and
institutional boundaries of the SRM.
Although the SSM was widely accepted by the EU-Member states, as a major “milestone” on
the road to consistent supervisory practices, the establishment of a single resolution
mechanism with a common European resolution Fund, seems to be a long - term aspirational
goal. According to Breuss (2012) opinion, the “Europeanization” of the Resolution Fund,
seems to be “Zukunftmusik”, as this step required a Treaty change.
During the negotiations for the establishment of the SRM, the EU-Leaders had to master
several problems concerning “Europeanization” of the SRM pattern. The negotiations phase
revealed domestic preferences, aspirations, desires, pursuits, expectations and tactical retreat
policies, of the involved member states.
After the he blueprint of the SRM Regulations has been published, the representatives of the
member states involved, began to make remarks and critics on the regulation draft. Under the
SRM roof are housed two distinct institutions: the SRB and the SRF. After the ECB (the
SSM) having signalled banks in troubles, the SRB in close cooperation with national
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resolution authorities, will be responsible to take the decisions for a bank to be resolved.
National authorities retain some kind of responsibility for exercising resolution actions under
the supervision of the SRM. According to the Commission’s proposal, the SRM shouldn’t
have the authority to take the resolution decision, as this is prohibited by the Treaty. Only EU
institutions have the right to take such decision at EU level (European Commission, 2014).
However representatives of the member states challenged the multifaceted design of the SRM
design. Some supported the view that it failed to create a real single resolution agency,
assigned with specific commissions, which required the Treaty change. This led to splitting
of responsibilities between responsible authorities. The SRB was entrusted to draw up
resolution plans in a former stage, while the national authorities are delegated to implement
them. The SRM works out the resolution plans, after having received signals by the
ECB/SSM that a bank faces financial difficulties. The ECB’s decision and its collaboration
with national supervisory authorities constitute a further layer in the resolution process
(Deloitte, 2013). This ‘multi-layered scheme will make the SRM insufficient, as lags in the
resolution procedure may trigger cross-border contagion effects. Michel Barnier shared this
opinion, stressing the need to build ‘a single system and not a multi storey intergovernmental
network’ (The Telegraph, 18 December, 2013). On the other hand, VitorConstâncio, a
member of the executive Board of the ECB, expressed the ECB’s concern, that the markets
would find the proposed resolution mechanism incredible, as it is too complex and engaged
too many policy- makers to deal swiftly with a crisis management (ECB, 2012).
For other observers, the Regulation proposal gave overpowers to the commission to decide
whether to initiate a resolution or not. German government challenged the commission’s
proposal, that it “overstepped its authority” and a Treaty change is required to legalise such
powers (Breuss, F., 2013, Howarth D., Quaglia L. (2014, 2015).

IIii. The institutional framework of the BRRD

The BRRD Directive aims the approximation of the provisions laid down by national laws,
regulations or administrative actions”, concerning the recovery and resolution planning of
credit institutions, being on the edge of a failure. It provides the institutional framework for
the adoption of both preventive (recovery) and corrective/remedial (resolution) measures.
Preventive measures are to be taken, at an earlier stage, in terms of an ex- ante analysis of the
economic situation of banks, i.e. before any difficulties arise, while corrective measures shall
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be taken after the troubles having occurred, in the context of an ex post evaluation of the
situation and in relation to the imminent threats to the financial stability of banking sector.
The Directive introduces the concept of “living will”, motivating the bank’s “will” to remain
“living” (“alive”), presumably in a smaller scheme or a different business model or structure,
implying in parallel their expressed intentions to implement the required resolution
procedures and tools. This will materialize two constituents: the necessary actions that ensure
the sustainability of banks (going concern basis) and the needed measures to (the) bank
resolution (Kalfaoglou, 2014).
The directive’s provisions specify two distinct plans: recovery (“preventive contingency”,
Breuss, Fritz, 2013) plans and resolution (“last wills, Breuss, Fritz, 2013”) plans. Recovery
and resolution plans serve the funding coverage cost of recovery and/or resolution plans for a
failing credit institution. The recovery plan, comes first, and aims to avert the activation of
the resolution plans, while the resolution plan intervene, if the recovery plan cannot be
implemented. While the recovery plan targets to forestall any (preventive) intervention by
national authorities, the resolution plan aims to mitigate the cost of this intervention. The
introduction of these two plans aims tο motivate from an earlier time the increase of
discipline in banking sector and eliminate moral hazard behaviours. As the recovery or
resolution mechanisms are specified, at an earlier stage, prior any intervention, banks know
from that earlier stage, their fate, in case they don’t comply with the prudential requirements,
stipulated in the EU - legislation (Kalfaoglou, 2014).
Recovery and resolution plans constitute risk management tools. According to the BRR
Directive’s provisions credit institutions, subject to direct supervision by the European
Central Bank pursuant to Article 6(4) of Regulation (EU) No 1024/2013 or having a
significant share in the financial system of a Member State shall draw up from an earlier
stage, their own recovery plans, to handle financial distress and liquidity problems. Those
plans comprise restructuring of balance sheets, recapitalisation by markets, deleveraging or
liquidity injections (Kalfaoglou, 2014). Finally, recovery plans are to be implemented
“segregated” in individual entities in a bank group or at group level (Breuss, Fritz, 2013).
Thus, a recovery or a resolution plan implemented only at individual banks, would leave
intact group banks and vice versa (Breuss, Fritz, 2013, Kalfaoglou 2014).
For preparing recovery plans, banks use specific “recovery indicators”, functioning as
triggers. These triggers are intrinsic in bank’s risk management and/or its capital adequacy,
showing the bank’s profile and thus considering their solvency and liquidity analysis.
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Prepared recovery plans, must pre-estimate the impact of the chosen measures on the bank’s
operations and their total financial intermediation as well as the potential risks in case the
chosen measure fails (Kalfaoglou, 2014). Recovery plans shall also include possible early
intervention measures. Early intervention measures, could be taken, in case credit institutions
have infringed the provisions of the 575/2013 Regulation, concerning the prudential
requirements for credit institutions, the rules of the 600/2014 Regulation and the Directive
2014/65, concerning the financial instruments and the Directive 2013/36, regarding the
prudential supervision of credit institutions.Such early measures might be the implementation
ofone or more of the arrangements or measures set out in the recovery plan, any measure to
overcome the financial distress, changes in the management body of the credit institutions, or
changes to the institution’s business strategy or to its legal or operational structures.
If the recovery plans fail, the national authorities activate the prepared resolution plans.
National authorities must pre-describe resolutions schemes, and the specific actions,
measures and tools to be implemented, in order to minimise the contagion risks in European
financial system, thus ensuring the overall financial stability in euro area rebuilding bank’s
robustness and creating trust in the market.
To prepare efficient resolution plans, banks gather and share information about the
characteristics of bank’s operations, as financial intermediaries, their strategy in case of
financial distresses, the specificities of bank services in case of bank groups, and the complex
intragroup relations and interdependences (Kalfaoglou, 2014).
As stated above Recovery and resolution plans serve the funding coverage cost of recovery
and/or resolution plans for a failing credit institution. To this procedure, as we will see in the
next chapter, is summoned to contribute the DGSs too, which covers only the eligible
deposits. The DGSs serve as a treasury backup of ailing banks.

IIiii. The institutional framework of the SRM

The SRM-Regulation setsunified resolution rules and procedures for the resolution of the
credit institutions of participating member states. It offers a “structure aligning resolution”,
aiming to reinforce the functioning of the EU-banking sector, to removebarriers affecting the
exercise
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participating member states towards banks participating in the SSM, consisted in the lack of a
centralised system to address bank failures (Breuss, F., 2013).
Similarly, as in the SSM problematic, the creation of the SRM poses the question of the
balancebetween centralised and decentralised authorities. Centralised and decentralised
authorities have to coordinate with each other to achieve an expedient and cost-effective
resolution mechanism. However, the exact division of labour between centralised and
decentralised authorities, is imprecise, as the size criterion, (relevant for the powers assigned
to the SSM), cannot fully apply to the SRM, given, that initially SRM was to cover all banks,
regardless their size and significance. Thus, the SRM should operate as a centralised
authority and not as a network of the NCAs, as proposed by the German Government and
especially by W. Schäuble(Cristian de Boissieu, 2013). Additionally, according to the ECB’s
position, evidence proved that coordination between national resolution authorities was not
sufficient enough to succeed a swift and cost-effective resolution decision-making, especially
with regard to cross-border operations (Financial Times, 8 November, 2013). Consequently, a
two-tier resolution system, based on size criterion, as within the SSM, would not work
properly(Cristian de Boissieu, 2013).
Further questions are raised, regarding the division of tasks within the SRM and the
competent organ to resolve failing banks.
First question posed to the initiators of the banking union, was the determination of the
competent body entrusted with resolving failing banks. Many options were on the table: to
assign resolution tasks to a European institution, the Commission, the council, the ECB, an
agency as the EBA, a new fully independent agency, or the ESM, serving as fiscal backstop
of rescue programs (Cristian de Boissieu, 2013).
The more prevalent option was to delegate the ECB or the EBA as competent resolution
body. However this option was rejected, mainly due to the concerns about overconcentration of powers, entrusted to these two bodies
Another proposal was to assign resolution powers to the ESM, constituting an
intergovernmental organisation, in charge of providing financial assistance programs to
member states in difficulties, and offering to bank recapitalisation support packages, when
financial stability is threatened. However, this option was rejected too, as it might
disadvantage the efforts of the European authorities to break the vicious circle between the
over-indebted sovereigns and the failed banks, feeding into conflicts of interest. Besides,
giving the SSM resolution powers, might lead to excessive politicisation of decisions
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(Pisaniet al., 2012).

A third choice was to assign to a specific Deposit Guarantee

Mechanism the resolution powers, as this is the case in the US, where the federal Deposit
Insurance Corporation has resolution powers too, except its mission to insure the deposits.
However this option has been rejected, given the fact that in EU, the powers to guarantee the
deposits has been assigned to national authorities, according to the provision of the Directive
2014/59. Thus, the initiators of the resolution framework, headed towards the establishment
of a fully specialised agency fully distinct from the ECB and the Commission, a single
resolution body, accommodating a resolution and a resolution Fund. This option considered
to be the most appropriate, as the new mechanism established would have a clear single role
and mitigate all the conflicts of interest potentially raised. The sole disadvantage was that the
newly established organisation lacked experience in decision- making and evidence has
shown, that the experience is important for the effectiveness of a project (Kalfaoglou, 2014).
Another criterion pushed the adoption of a new agency, was that more integration against the
proposed network of national authorities, was required (Cristian de Boissieu, 2013), as a
vehicle to ensure financial stability.
Furthermore, as far as the governance of the SRM, is concerned, there was consensus, that
the single resolution Board, should be fully independent form the ECB, in order to avoid
potential conflicts of interest between the supervisory and resolution functions. However, the
fact that ECB pursues a sole “observer position” in plenary and executive meetings, without
voting rights, but only to ensure direct and timely access to bank rating information (on
capital, asset quality, management, earnings, liquidity, and sensitivity to market risk)
mitigates potential conflict between these two institutions (Cristian de Boissieu, 2013).
The SRM-Regulation put the first stone in the crisis management architecture. The crisis
management framework, accommodated under the SRM program, is a multi-layered
procedure (Cristian de Boissieu, 2013). It comprises a prevention mechanism, early
intervention measures and resolution tools. Concerning its institutional structure, the SRM
comprises two institutional structures, the resolution board, the governance of the SRM, and
the resolution Fund.
The prevention mechanism aims to detect (potential) risky banking operations in financial
system. To achieve its goal, it utilises two supplementary methods: the bank-business model
analysis and stress tests. The bank-business model analysis monitors the sustainability or the
vulnerabilities of banking business model with emphasis to bank’s economic and operational
environment. For the analysis of the banking model, are taken into account quantitative and
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qualitative features. Quantitative features comprehend bank’s profitability dynamics (such as
key balance sheets and risk evolution), while qualitative ones include “bank’s relations to
internal structure, reputation, comparative advantages, corporate governance issues, internal
audit and risk management capacity”. Stress tests, on the other hand, demonstrate the
potential impact of exceptional, but plausible risk factors to individual bank’s stability
(Kalfaoglou, 2014).
The prevention stage, accomplish the cooperation and coordination among the supervisory
authorities, with regard to identifying possible riskier activities. Key tactic of this
cooperation/coordination scheme will be the information sharing among supervisory
authorities (Kalfaoglou, 2014).
The preventive stage is completed by the activation of early intervention measures.
Supervisory authorities (the ECB or national competent authorities) shall inform the SRB of
any measure that they require an institution or a group to take, pursuant to the art. 16 of the
SSM-Regulation. The Board, being informed, may prepare for the resolution of the institution
or the group concerned. Based on the information given, it may also update the resolution
plan or require the national resolution authority to draft a preliminary resolution scheme.
The next stage after the initiation of early intervention measures, is the activation of the
resolution procedure. The Board (the Council and the Commission), acting in respect of their
respective responsibilities, shall take into account the resolution objectives and choose the
resolution tools, which in their view, best achieve the resolution objectives. They shall ensure
the continuity of bank’s critical functions, forestall adverse effects on financial stability, in
particular, preventing contagion and protect public funds by reducing the need of
extraordinary public financial support and depositors, covered by the Directive 2014/49.
The SRB shall draw up and adopt resolution plans, for credit institutions (established in a
participating member state), parent undertakings, investment firms and other financial
institutions, that are not part of a group, or for groups, considered to be significant. On the
other hand, national resolution authorities, shall draw up and adopt resolution plans for
entities and groups other that the above mentioned, for which responsible is the SRB.
The Board, shall adopt a resolution scheme, only when it assesses that three criteria are
fulfilled: (a) a bank is failing or it is likely to fail, (b) there is no alternative resolution plan
either through private funds or through supervisory intervention and (c) resolution plan is in
the public’s interest.
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The resolution plans are activated, when a bank is characterised as resolvable. A bank is
considered to be resolvable, if it can be resolved with its core operations protected and
without causing contagion effects in the overall financial system. Two evaluations may be
used as evidence for a bank to be resolved: a feasibility assessment, serving to identify
efficient resolution plans, the availability of the tools implemented and their implementation
by the competent authorities, followed by an anticipated systemic impact assessment of the
selected resolution plan, evaluating the effectiveness of the resolution towards its the impact
at national and international level (Kalfaogloy, 2014).
A bank is considered to be failing or likely to fail, when negative indicators in its balance
sheet (negative or deficit retained earnings, negative equity, negative net tangible assets, low
current ratio) show a financial distress situation. On the other hand it shall be clear that the
chosen resolution plan is the most appropriate in the specific case having minor interference
in shareholder’s rights. The public interest criterion is met when the envisaged resolution plan
is not inproportional to the resolution targets.
Once the above criteria are met, the bank losses its autonomy and after the decision by the
SRB has been take, is activated the resolution Fund.
The decision – making procedure seems to be complex and cumbersome. The Board shall
immediately, after the adoption of a resolution scheme, transmit it to the Commission. The
Commission shall, within 24 hours from the transmission, either endorse the plan or object to
it. It also may propose to Council within 12 hours from the transmission, either to object to
the resolution scheme on the ground that it does not meet the criterion of public interest, or
approve or object to a material modification, regarding the use of resolution fund and in
particular, the amount of Fund arranged by the Board.
The decision is to be taken swiftly, as any delay could trigger contagion effects to financial
sector (Pollin, J., P., 2014). After the decision – making, national authorities are obliged to
implement the resolution plan.
However, the resolution procedure has been criticized, as we will see in the next subchapter,
not only as complex and time-consuming, but also as lacking confidentiality (kalfaoglou,
2014).
Concerning the funding mechanism, the SRF, shall be filled with contributions, raised from
credit institutions at national level and transferred (at EU-level) to the Fund. About this
financing model, there is a wide consensus among the participating member states.
More specifically:
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The common resolution Fund, shall be raised from credit institutions, parent undertaking and
other financial institutions of the participating member states, based on both ex-ante and expost contributions/levies of them. Then the accumulated contributions, shall be pooled by
national resolution authorities and transferred to the SRF.
Although, it is questionable, whether this financing model, consisted of both ex-ante (and if
necessary) ex-post levies, can cover potential failures of large systemic banks, it has been
estimated as effective, to caver smaller banks. However, ex-ante levies are preferred, as an
ex-ante financing model would eliminate the moral hazard behaviour and motivate banks to
take into account the potential cost of their risk-activities (Cristian de Boissieu, 2013).
Regarding the amount of funds to be accumulated, two parameters should be taken into
account: the (probable) maximum loss and the time needed, for this amount to be
accumulated. As these two factors cannot be approximated, the SRM-Regulation defines a
target level of at least 1% of the amount of covered deposits of all credit institutions
authorised in all of the participating member states, aggregating about at 55 billion euro. The
resolution Fund, pooled via home bank’s levies, will build up national compartments, which
will be gradually merged during a period of 8 years to reach the above mentioned target (55
billion years or about 1% of all insured deposits).
The contributions raised, are to be calculated, based on a flat contribution, i.e. the amount of
the institution’s liabilities excluding own funds and covered deposits and a risk-adjusted
contribution. Thus, member states contributions will be correlated with the intermediation
degree in the economy and not the size or the importance of their economy in the Union
(Libocor, F. 2015).
During the eight years period, sharing funds between national compartments would
progressively increase to be fully mutualised. As regard, the planning of the gradual
mutualisation, over these eight years, it has been decided that a 40% of funds would be “front
loaded”, occurring in the first year, a further 20% of it, would be paid off the second year and
the remaining amount will be equally allocated over the subsequent six years until full
mutualisation. Should during this period, further funds be pooled, there will be used
alternative sources (bridge financing).
Hence, while in the first year the resolution cost (after the bail-in rule activation) will be
covered by compartments of those member states, where the banks are headquartered. This
share will gradually be decreasing (until the complete mutualisation), as the share by other
participating countries’ compartments would increase. During the mutualisation process,
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countries are required to collectively provide the extra funds needed to resolve struggling
banks by seeking a loan facility from the ESM, (Constantio V., 2013, Wall Street Journal, 18
December, 2013). A fully ‘mutualised backstop’ will be available, when national resolution
funds react the envisaged target level being fully merged. From that point onwards, the SRM
could no longer borrow from the ESM (Howarth D., Quaglia L. (2014, 2015).
Concerning the decisive criteria, to be met, for the formation of the premium, paid by banks,
it is supported in the academic literature (Cristian de Boissieu, 2013), the risk-based
premium, in order to eliminate moral hazard behaviours. Thus, the height of the premium,
paid by banks, depends upon three factors: (a) a variable ratio concerning the banks
liabilities, eligible for bail-in, (b) the global bank-risk, based on bank ratings, and (c) the rate
of global economic growth, taken as an indicator for the cycle. The positive relationship
between premium and economic growth, indexes a counter cyclical system, as banks pay
more during the boom and less during the bust (Cristian de Boissieu, 2013).
Moreover, levies paid, shall depend on bank’s business profile. Bank’s profile delimits the
premium that each bank has to pay out and the total amount of funding accumulated.
The resolution mechanism comprises several tools, such as the sale of business tool, the asset
separation tool(and their sale to a special intermediate vehicle), the bridge institution tool, or
the bail-in tool.
The bank resolution model is based on national recovery and resolution plans. Instrumental
for implementing bank resolution under the SRM will be the tool-kit (the resolution
measures), set out by the BRRD. The “workbox” as projected in the BRRD, is more national,
due to the impact of the euro zone crisis on individual banks (Cristian de Boissieu, 2013).
Even multinational banks will have to prepare (recovery and resolution) plans for each entity
of the bank group, thus being responsible the involved national authorities, which will have to
cooperate and coordinate their actions.

IIiv. Insufficiencies of the SRM
Criticisms have been raised in the academic literature, regarding the effectiveness of the SRM
and particularly the size of the resolution Fund.
Zettelmeyer, Berglöf and Haas, (2012), fear that the banking union design may fuel moral
hazard problems, as it would combine a common fiscal backstop (a direct recapitalisation
instrument provided by the ESM, as the last backup stage) with national resolution
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procedures. Given that the resolution fund is pooled at supranational level, (regardless of the
fact that it is accumulated via member states’ levies), might generate the “fear”, that some
member states, feeling reassured that they will be backed by the ESM in the event of a bank
failure, presumably neglect to pay the needed attention, regarding the bank’s management,
thus, undertaking more risk-taking banking operations, resulting in financial distress (This is
why the prerequisites to the ESM support are stricter than the conditions prescribed in the
BRRD for public bail-out of ailing banks, as a last resort option. This stance is explained by
the political will to move “the bulk of potential financing from the ESM to the financial
institutions themselves, thus removing the possibility to call for the use of the common fiscal
backstop.
Furthermore, the accumulated fund has been criticised to be insufficient. Concernshave been
expressed about the size of the Fund on the one hand, and the adequacy of the mechanism to
prevent a real emergency situation on the other hand (Maryskova, 2013 - 2014).
As stated above, the resolution fund amounted to 55 billion Euros by 2014. This sum is very
small, compared with the ESM fund, aggregating to 500 billion Euros. On the other hand the
resolution fund is not available to be used immediately, but it will be pooled over a period of
eight years, during which banks shall contribute levies. Therefore, it is questionable, whether
the SRM would be in position to dispose sufficient and available funds, to address a future
financial crisis. If the amount of funds, pooled, proves to be insufficient, failing banks will be
forced to resort again to their country’s banking system or to taxpayers’ money. On the other
hand, if banks are required to levy extraordinary ex-post contributions, they cannot end the
real economy (Maryskova, 2013-2014).
On the other hand, it is argued that the resolution procedure is very complex and long-lasting.
After the ECB having signalled the banks in troubles, a committee, composed of national
supervisors, undertakes to decide the resolution. The commission will have the right to veto
the decisions of the committee and in case of disconnect, the national finance ministers are
summoned to decide. Generally, the procedure anticipated the involvement of nine
committees and complex voting procedures.Hence, the decision – making process for the
resolution is very complex and cumbersome. While Schäuble supported the view that the
decision should be taken within a weekend, others, for example VitorConstancio, a member
of the ECB’s executive Board, hold the opinion that resolution decisions could be taken
within 24 hours (Maryskova, 2013-2014). The Directive adopted the resolution time within
24 hours.
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Alexander (ECRF, 2/2015), touches on the macro-prudential shortfalls of the SRM function,
due to the fact that the ECB is not engaged in resolution procedure. He stressed that bank
supervisors should co-operate with resolution authorities to coordinate more adequately
macro-prudential regulation and resolution policies. He underpins that the ECB should have
more (legal) powers over the resolution procedures, in order to be a more efficient bank
supervisor, being able to deal better with a crisis management. Therefore, he suggests, as
stated above, a fuller coordination between the ECB (the SSM agency) the SRM and the
EBA.
Concerning the effectiveness of the BRRD, he advocates that the discretion powers given to
member states makes it more appropriate. That is why it was chosen the adoption of a
minimum harmonization.
Dermine (2016) sees further shortcomings of the SRM, regarding its inability to forestall
market panic and potential disruptions of the banking system. These flaws concern the ability
of the private sector to bear losses in case of the SRM activation, the minimum loss coverage
by private sector and the increased likelihood of banks runs.
First losses transferred to creditors and shareholders may not have the expected results, if the
class of these bond holders and their capacity to bear the losses has not been analysed
beforehand. Second, the activation of the SRF, after the minimum private loss absorption of 8
% of the total liabilities, has created ambiguities not only regarding the resolution fund input
but also in the specifically determined amount of loss absorption. A full exposure to losses
would give the proper incentives to shareholders to supervise more effectively the banks.
Third, the possibility of the SRM activation crates the risk of bank run. Prudent treasurers
would be cautious when listening the SRM activation, rushing to withdraw deposits This
would create ambiguity in the SRM effectiveness, thus increasing the likelihood of bank run
and flight to safety (Dermine, J., 2016).

III.

DEPOSIT GUARRANTEE SCHEMES

IIIi. Institutional framework of the DGSs
Deposit insurance schemes constitute an indispensable “instrumentarium” for the
accomplishment of the banking Union. DGSs build the third pillar of the EBU project.
Deposit Guarantee Schemes constitute a crisis management tool, being designed to create a
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stronger bank sector, aiming at the protection of the depositors/taxpayers in the event of a
bank failure, while stabilising in parallel the internal market. Deposit Guarantee Schemes
constitute a complementary stone to the SRM, aiming to create a crisis prevention tool, thus
amplifying the crisis management system. The accomplishment of the DGSs will make
unnecessary not only taxpayers' involvement but also the use of bank’s resolution funds.
The new directive introduces two phases of mutualisation, a re-insurance scheme to be buildup until 2020 and a co-insurance scheme, to be completed till 2024 (Beldowsky J., SlomkaGolebiowska, A., 2016).
Concerning the scope of coverage, according to the provisions of the Directive, are concerned
only the deposits of retail banking, resulting from normal banking transactions. These
deposits are fully repayable (eligible deposits). Its principal must be repayable at par
(Kalfaogloy, 2014). On the other hand, are excluded from the scope of the Directive, the
electronic money transactions, funds received in exchange of it, financial instruments and
financial or insurance undertakings, regardless their size. Intention of the European legislator
is to avoid transferring investment risks to DGSs. DGSs should invest in low-risks assets.
In the EU, according to the provisions of the Directive, member states shall dispose at least
one national Deposit guarantee scheme. For member states the participation is hence
mandatory. Thus, the cost of failure is allocated among all the credit institutions of all the
DGSs.
Concerning the coverage level, three options are proposed: blanket guarantee, limited
coverage and co- insurance. Downside of the first choice, is that it may create a serious moral
hazard problem, while the limited coverage may cause the segmentation of the deposits into
smaller amounts. Co-insurance insure depositors for a pre-quantified portion, bearing a single
part of losses. However, the problematic of the splitting of deposits into smaller amounts,
may be treated, as the directive, concerning the DGSs foresee, that the coverage level
envisaged, refer to a specific amount up to 100.000 for the aggregate deposits of each
depositor, placed with the same credit institution, irrespective of the number of the deposits,
the currency and the location, within the union.
On the other hand, the protection is wider, as the limit of € 100 000 applies to all aggregated
deposits of one depositor placed with the same credit institution, irrespective of the number
of deposits, the currency and the location within the Union. Thus, the same depositor may
hold several accounts equally protected in other banks in the whole EU. Deposit Guarantee
Schemes will cover all accounts held by individuals and small, medium-sized even large
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businesses. However, the DGSs will not protect deposits of financial institutions and public
authorities. The former do not need protection since they constitute professional market
actors and the latter could have easy access to other sources of financing (European
Commission, Deposit Guarantee Schemes – Frequently Asked Questions, Memo/10/318,
Brussels, 12 July 2010). On the other hand, accounts in non-EU currencies will also be
covered, which is important for small and medium-sized cross – border businesses, operating
in international level.
The new directive states that the pay-out delay should be shortened to 7 working days.
However, member states may, for a transitional periods, until 31 December 2023, establish a
different repayment periods of up to 20 working days until 31 December 2018, 15 working
days from 1 January 2019 until 31 December 2020 and 10 days from 1 January 2021 until 31
December 2023. During the above transitional period, when the DGSs cannot accomplish the
repayment within 7 working days, they shall ensure that depositors have access to an
appropriate sum to cover their cost of living within five working days upon their request.
(European Commission, Deposit Guarantee Schemes – Frequently Asked Questions,
Memo/10/318, Brussels, 12 July 2010). To make this 7 days deadline feasible, managers of
Deposit Guarantee Schemes should be informed at an early stage by supervisory authorities if
a bank is likely to fail. Banks are required to denote “eligible accounts” in their books and
maintain up-to-date records (European Commission, Deposit Guarantee Schemes –
Frequently Asked Questions, Memo/10/318, Brussels, 12 July 2010).
The funding is to be arranged, either ex – ante, or ex post, or in terms of a combination of
these two. In case of an ex-ante funding, the contributions of premia is activated upon the
failure of a financial institution, while the ex –post funds are pooled, if and when a specific
institution fails. The advantage of an ex-ante funding, consist in fact, that funding is created
in an constant basis by all participating states, increasing the stability and acting deterrently
to the potentiality of an adverse selection, leading to a new financial crisis. On the other
hand, the advantage of the ex-post funding, is, that it gives incentives to supervise banks
behaviour, averting moral hazard, while the disadvantage consist in the impact of the procyclicality, as the funds are accumulated, in a period of troubles, when the contributions of
the failing banks is not expected (Kalfaoglou, 2014).
Furthermore, the financial means of the DGSs, shall be proportionate to member states’
liabilities. The proportionate to their liabilities financing of the DGS is assured via mandatory
contributions made by their members, the credit institutions, made annually. A DGSs is also
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liable, funding the resolution platform. It ensures that its available financial means shall be
used for the financing of the resolution of credit institutions. On the basis of a coverage of
100 000 €, an overwhelming part of eligible accounts in the EU (95%) will be fully covered.
However, evidence shows that in most countries of EU, funds covered approximately 0,53
1% of eligible deposits, while a stress test conducted demonstrated that such schemes is
adequate for small-scale bank failure scenario. Although some countries are able to face
medium- scale bank crisis, none of them can deal with large-scale crisis (kalfaogloy, 2014).
Member states shall ensure that in a period of 8 years, the available financial means of a DGS
shall at least reach a target level of 0,8 % of the amount of the covered deposits of their
members.
Concerning the amount of the contributions raised by credit institutions, these are to be
determined regarding the amount of the covered deposits and the risk profile of the various
business model they run.
The contributions required by the DGSs depend on Bank’s risk profile of the various business
models, they run. DGSs may implement their own-risk based techniques to proportionate
risk-weighted contributions, raised by its members. These techniques may take account on
the asset side of the balance sheet and several risk indicators, such as capital adequacy, asset
quality and liquidity. The determination of the amount of contributions made, take into
account the phase of the business cycle and the impact pro-cyclical contributions may have at
annual basis.
An ancillary role, concerning the proportionate of risk-weighted contributions, will have
EBA. EBA shall form a calculation formula based on specific risk indicators, risk classes for
participating member and thresholds for risks weights, linked to specific risk classes. On the
other hand, it shall cooperate with the European Systemic Risk Board, conducting a systemic
risk analysis concerning DGS’s mission. This will guarantee a “fair’ calculation of the
contributions required, and gives incentives to bank’s Manages to run less risky transactions.
Thus, member states may determine lower contributions for low-risk credit institutions. They
may also provide for a minimum contribution, irrespectively the amount of covered deposits.
In case, the extraordinary contributions are insufficient, there is the possibility of mutual
borrowing between DGSs. This perspective is activated in a voluntary basis, when the
borrowing DGS cannot meet its obligations prescribed in the Directive, it has already
required extraordinary contributions, proved to be however, insufficient, and there is the legal
commitment that the borrowing funds will be used to pay claims against DGSs.
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Moreover, Member states shall ensure that appropriate procedures are in place, so as DGS
can share information, communicate effectively with other DGS, while written cooperation
agreements shall be contracted by the designated authorities of member states, to facilitate the
effective cooperation of the DGSs in order to facilitate the DGSs. Additionally, to ensure the
efficiency of the DGSs in different Member states, EBA should have the power to issue
guidelines and recommendations concerning the functioning of the DGSs to conduct stress
tests and peer reviews of schemes concerning their effectiveness and efficiency, to settle
potential disagreements between member states and

ensure the consistency of the

contributions made according the risk profile of each bank (European Commission, Deposit
Guarantee Schemes – Frequently Asked Questions, Memo/10/318, Brussels, 12 July 2010).
Competent or designated authorities should cooperate and coordinate their tasks with
resolution authorities and other administrative authorities and DGSs, in order to prepare at an
earlier stage the resolution measures needed and to determine the liability of the DGSs in a
potential resolution plan.

IIIii. «Europeanization» of the DGSs ?
As stated above, the completion of the DGSs will make unnecessary not only taxpayers'
involvement but also the use of bank’s resolution funds. Deposit Guarantee Schemes constitute
a complementary building block to the SRM, aiming to complete the crisis management
architecture. According to the Directive’s provisions, member statesareresponsible to ensure
the establishment (official recognition, membership and supervision) and functioning (coverage
level, repayment and financing) of DGSs.
However, the fact that the organisation of the DGSs is entrusted to member states, may raise
concerns about their effectiveness. Member states may allow a regulatory forbearance,
imposing light-touch rules and/ or procedures, concerning the accumulation of funds and the
financial means of the DGSs. As a consequence, national treasuries (fiscal resources) might be
insufficient to back up the DGSs (Pisani et al., 2012). The financial incapacity of the DGSs and
the unavailability of further ex-post/extraordinary contributions might intensify consumer’s
concerns about the sustainability of the banking sector.
A European solution to this problem, could be either the swift completion of the DGSs design
via the enactment of further Directives plans or the establishment of a pan-European Deposit
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Guarantee System, mutualising the national accumulated Funds to a single DGS (Avaro, M.,
Sterdyniac, H., 2014).
The establishment of a pan-European Deposit Insurance System would ensure the depositor’s
protection, thus rendering more effective the functioning of the third building block and of
the entire banking union design.
First, the creation of a centralised Deposit insurance system would be desirable, as the
existing national Deposit insurance schemes might trigger the feedback loop between banks
and sovereigns. Keeping insurance at national level, might disrupt the effectiveness of a
deposit insurance system, increasing the probability of bank runs (Pisani et al., 2012). On the
contrary, a single EU- DIS, would prevent ongoing “financial crisis episodes of bank runs”
and taxpayer’s money spending. Moreover, it would better deal with problems, related to
cross-border banks’ exposures, thus, preventing contagion effects to other banking systems.
On the other hand, it would eliminate competitive distortions, ensuring a level playing field,
while restoring consumer’s confidence, amplifying in this way retail banking operations
(AyadiRym, Lastra, Rosa M., 2010)
Second, a centralised DIS would facilitate the supervision of the national DGSs. According to
the Directive’s provisions, designated authorities shall supervise individual and cross-border
DGSs on an ongoing Basis to assure their compliance with the provisions of the Directive. Α
pan-European DGS system, headed by a single competent authority could facilitate the
supervision of all national and cross-border DGSs. A well - functioning supervisory regime,
would signal at an earlier stage potential bank failures, thus preventing the activation of
(resolution and) DGSs’ funds.
Third, the establishment of a pan – European DIS, would make easier information sharing
among national DGSs. Information, needed for the preparation of the repayment of the
depositors could be swiftly available, improving the efficiency of the repayment process. On
the other a centralised body would ensure not only sounder and more transparent governance,
rules and practices of DGSs, but also confidentiality and protection of the data, relating to the
depositor’s accounts. A pan-European agency, anchored in impersonal rules, could guarantee
better the privacy and secrecy of depositor’s data.
Finally, a pan-European DIS could reduce the administrative costs needed per year, on the
other hand, it could better deal with bank failures. The impact of a national bank failure on a
large pan-European deposit insurance scheme will be lower than on a domestic scheme,
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responsible to cover the banking sector of one Member State(European Commission, Deposit
Guarantee Schemes – Frequently Asked Questions, Memo/10/318, Brussels, 12 July 2010).
Several options have been discussed for the construction of a European DIS in the academic
literature.
Gros (2012) proposes a two tier approach to deposit insurance: a (European)re-insurance
Deposit Insurance System. National Deposit Insurance schemes would continue to exist, but
they would be required to be reinsured against large shocks. This re-insurance planwould be
funded from a common fund, which would come from national DGSs, through contributions
levied by their members. A part of these levies would be transferred to the European Deposit
Insurance system.
Pisani et al., (2012), propose similar modelled schemes for the construction of a European
DIS. First, they suggest the construction of a reinsurance Fund. National DGS will continue
to exist, being backed up by national (fiscal) resources, with the European re-insurance Fund
to step in, in case national resources be exhausted. This will prevent free-riding behaviours,
giving strong incentives to Governments and Bankers to apply prudent banking regulation,
while mitigating the feedback loop between banks and sovereigns. A second option could be
a “supranational re-insurance Fund” prefunded by national contributions, which would
intervene, in case national funds be depleted. This would eliminate moral hazard and freeriding practices. A third alternative would be to centralise the national Deposit Insurance
schemes into one Single Federal scheme, like the Federal Deposit Insurance Corporation in
US.
Ayadi and Lastra (2010) propose three alternatives concerning the design of a new panEuropean DGS: the creation of an optional DGS, being complementary to the 27 existing
DGSs (in the EU of 28), the establishment of a Single European DGS, replacing the existing
27 DGSs and/or the construction of a European System of DGSs, in the form of college of
mutual Deposit Guarantee Schemes.
In my view, a pan-European DGS shall function as a “mutual borrowing mechanism” between
national Deposit Guarantee Schemes. Contributions could be placed in compartments and then
transferred to the single (pan-European) Deposit Insurance scheme. Such a mutualisation
system could be implemented in parallel with (the accomplishment process of) the other
banking reforms (the SRM-Regulation and the BRRD Directive) - (European Commission,
Deposit Guarantee Schemes – Frequently Asked Questions, Memo, 14/296, Brussels, 15 April,
2014).
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The above critical reflections, shall move the EU-Leaders to adopt a pan – European Deposit
Insurance System, as the US FDIC model (Pisani et al., 2012, Cristian de Boissieu, 2013).
The founding reason, is the non-separability principle of the banking union design. The tree
pillars of banking union are inseparable. However, the idea of a SDIM (Single Deposit
Insurance Mechanism) did not find the expected “resonance” from the Eurozone-member
states, in particular from those in the core; it was supported onlzbz the peripheral countries
(Breuss, F., 2013).
Given that the adoption of a pan-European Deposit Guarantee Scheme remains a long-term
plan, one could advocate that similar mechanisms towards this direction, have been foreseen
in the Directive. The EU 2014/49 Directive does not exclude the merger of national DGSs or
the establishment of cross-border DGSs. Merged or cross-border DGSs require only the
approval of the member states, where the DGSs concerned are established. The idea of
merged or cross-border DGS brings closer the establishment of a pan-European DGS system,
administered by a centralised European authority, a SGDS (Single Deposit Guarantee
Scheme) - (European Commission, Deposit Guarantee Schemes – Frequently Asked
Questions, Memo/10/318, Brussels, 12 July 2010).
Another solution, given the fact that the completion of the deposit insurance schemes, as
planned by the DGS Directive, will take a long-term sequence of steps, could be to develop in
the near future a closer coordination between national deposit insurance schemes and
European Resolution Funds, opinion that brings closer the merger of European Resolution
and Deposit Insurance Funds, as proposed by Gross and Schoenmaker (2014), who suggest
the creation of a European Deposit insurance and Resolution Authority (EDIRA). The
EDIRAshould build on the current EU resolution and deposit insurance framework, ensuring
the same geographical reach or supervisory resolution and deposit guarantee functions. The
accumulation in a single institution of resolution and deposit insurance funds will ensure the
least cost-principle, allowing in this way the swift crisis management decisions. The EDIRA
should be held accountable to the European Parliament, thus ensuring the democratic
legitimacy and accountability regime, according to the fourth pillar of Van Rompuy’s
roadmap for a genuine economic and monetary union.
As the (European) Resolution and deposit Insurance plans, EDIRA should try private sector
solutions first, i.e. the activation of private funds, pooled from ex-ante risk-based levies on
insured banks, thus eliminatingmoral hazard behaviours (Acharya et al., 2010, Rogoff,
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1999).To gain credibility, the European Deposit insurance and resolution fund shall be
backed up by government support (fiscal backstop) as ultimate backup (Obstfeld, 2013).
Merging European Resolution Funds and national existing DGSs will help in achieving more
integration in the bank - internal market. Besides, the FDIC agency in US itself is deeply
engaged in the resolution mechanism of banks too, using consolidation schemes (mergers and
acquisitions) to deal with bank failures (Cristian de Boissieu, 2013), The idea of merging the
existing European Resolution Funds and the recognised national DGSs willstabilise the retail
deposit base (Gros, Schoenmaker, 2012), while strengthening the resilience of banking sector
and ensuring swift repayments periods, regardless of the member states where the parent
credit institution and other subsidiaries or branches are located. Thus a potential merger of
the two Funds will enhance cross-border bank’s resolvability. Finally, itwill foster the
coordination between the competent authorities and benefit the economies of scale (Cristian
de Boissieu, 2013).

IIIiii. Risks of the DGSs
Gros, Schoenmaker, (2012) andBeldowsky, J., et al, (2016) see some grey areas infunction
and effectiveness of the DGSs.
First, they see a flaw by design in the establishment of DGSs. The Directive ensures the
deposit’s coverage up to 100 000 €, however, this guarantee fund is to be accumulated by
national authorities, which is problematic, given the fact that many countries in periphery are
in serious financial trouble.
On the other hand, its funding capacity is sufficient to cover individual bank’s failures and
not a systemic bank crisis, for which the activation of fiscal aid is required. But, even in this
case, the credibility and efficiency of a deposit guarantee fund depends on the government’s
solvency. Historical evidence from US Saving and Loans crisis, at the end of 1980s and
beginning of 1990s,has shown that even a deposit guarantee system can go bankrupt itself,
requiring a financial bailout. Similarly, as in the case of the Single Resolution mechanism,
without a financial federal backstop, the credibility of the European Banking Union design is
at stake (Béranger A., Soubeyran, J., Laurence S., 2014).
Second, compared to the SSM achievement, the completion process of the DGSs is sluggish
and cumbersome. Thus, it is uncertain, whether the gradually accumulated fund, in the
transition period of eight years, will be sufficient to back up, even the failure of a small bank.
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Schoenmaker and Gros (2012) assume that there will be a compromise, adjusting the amount
of covered deposits to 1.5 % (for both the resolution and deposit insurance). However, even
this amount could cover only one or two large European bank’s deposits. On the contrary, in
the event of a systemic (cross-border) bank’s failure, with contagion effects, such a fund
would be inefficient to cover the depositor’s accounts.
Concluding, Gros and Schoenmaker, suggest that the only way to preserve cross-border
bankingand, thus, strengthen, the stability of the financial system, is to provide “a higher and
better co-ordinated level of fiscal support”. Hence, the DGSs will continue to rely as a last
resort on the member states, the ESM and the ECB, which will be required to step in, in the
event of a systemic crisis. The crucial question, is who pays for the guarantee fund as a last
resort agent, between banks and states, between the country concerned and the whole EU
countries (Gros, Schoenmaker, 2012, Beldowsky, J., et al, 2016).
Taken into account the difficulties that face peripheral countries, the accumulation of funds
may benefit them, triggering moral hazard behaviours; the moral hazard problem will also
exacerbate the possibility of the Member states to lend each other funds. The transfer donors
(countries, in the core, especially Germany) are more sceptical, while the transfer recipients
advocates the DGS plan (Breuss, Fritz, 2013). Thus, Northern countries opposed to the
funding process, to avoid wealth transfers from Northern to Southern countries (Beldowsky,
J., et al, 2016).
Further concerns about the sustainability of the DGSs raises the fact that the Directive does
not provide for the exact way of financing the DGSs. Thus, it is questioned, whether the
funding comes from ex-ante bank’s contributions, or from state funds and ex-post bank’s
contributions (Beldowsky, J., et al, 2016).

Concluding remarks
• The Banking union project is undoubtedly a quantum leap towards the political completion
of the EU. However, the launch of the single currency did not achieve to reduce the ongoing
fragmentation and the externalities occurred due to the cross border operations. The outbreak
of the financial crisis revealed the insufficiencies of the global financial system. While the
gaps in the economic architecture of the monetary union were largely filled by radical
reforms, the integration of the banking sector is still in its infancy. Member states were
confronted with the choice either to live with the disintegration of the Eurozone and the
«stonewalling» of a further development of the single market, or to step forward to achieve
66

more financial integration and stability. As Wim Duisenberg noted, “The gradual dismantling
of regulatory obstacles to ensuring market integration in Europe will contribute to enhancing
its depth and efficiency, in turn contributing to an improved allocation of funds to the most
profitable investment opportunities, and thus supporting economic growth”. This vision is
still relevant today. But to take it forward, it is crucial to be more ambitious and thus to
ensure a better balance between risk reduction through implementation of the regulatory
agenda, supervisory priorities, and risk sharing mechanisms through the establishment of a
common fiscal backstop in the banking union.
The banking union project with its three building blocks evangelize the return to market
discipline and depositor’s confidence in banking sector, thus ensuring the financial stability
and integrity. The banking union design is the response to the Euro area crisis. It also
responses to the question, who should bear the costs of potential bail-outs. With Banking
Union established, the number and size of the booms and the exposures of national banking
systems could have been limited, thus eliminate the negative externalities of excessive
deficits and debts. Additionally, the EBU plan, aims to break the downward spiral between
the sovereign and banking debt, so as to disentangle country risk from counterparty risk, to
regularise the stability in economic policy and to eliminate the fragmentation risk in financial
market, thus dispelling doubts about the singleness of the euro (Montanaro, 2016) and reestablishing the normality in the transmission mechanism of the monetary policy (Asmusen,
J., 2013). As Draghi (2014) stated the banking union should be “laying the foundation for
more complete financial integration in the future”, repairing the flaws of the monetary policy.
• The establishment of a European banking union raises a series of questions regarding not
only its technical feasibility and its economical echo but also the effectiveness of its three
building blocks.
First, it is questionable, whether the banking union project will reduce the market
fragmentation and the threat of future financial crises. As the global economy is unstable,
given the successive periods of expansion and contraction, banking and financial regulation
could only reduce the probability of a new financial crisis, even if they are perfectly effective.
In this sense, it would be desirable to attenuate the financial instability, however, it is illusory
to believe that the banking union project could fully eliminate it (Klein, O., 2015). On the
other hand, as the reality of a fully integrated and coherent banking union is a long - term
perspective, it is questioned the effectiveness of its building blocks. First, the regulatory
scope of the single rulebook has not been yet rounded out. On the other hand, given that only
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the requisites of the first pillar, i.e. those of the SSM, has been fully accomplished, while the
completion of the other two buildings blocks, of the SRM and DGSs is expected to be a longterm process•, the final goal of the banking union plan is vague. More specifically, although
the legal provision of the SSM regulation is precisely defined, the fact that it covers (in
principle) only the Eurozone banks, triggers new divisive tendencies in EU, thus intensifying
the fragmentation loop threat inside the euro-zone (Breuss, F., 2013). Additionally, it remains
questionable whether a supranational supervisor can better monitor ex ante the bank risks
than a national banking Authority. A further concern, as stated above, is that even after the
full establishment of the single supervisory mechanism, home-host coordination problem will
remain. (J. Zettelmeyer, E. Berglöf, R. Haas, 2012).
What is more, many economists challenged the effectiveness of the SRM. Although the
central issues of costs-benefits distribution have been settled, there will be still concerns until
the full achievement of the SRF and DGSs mutualisation processes, so as to cover any bank
failure.

Moreover, regarding its full completion, still remain political and institutional

hurdles that make the SRM sluggish, legally fragile and politically unstable. These
vulnerabilities should be mastered through political perseverance and more confidence to the
completion phases of the EBU (Zavvos, S., Kaltsouni, St., 2015). However, despite the
discords during the negotiation phase, the SRM adoption remains a large step towards the
completion of the EBU, paving new legal, institutional and policy ground.

Its semi-

centralised function (the funds are raised at national level and then transferred at EU-level,
the SRF) may render its function insufficient.
A solution could be the full centralisation of the EBU resolution powers, i.e. the creation of a
genuinely centralised (pan European) Resolution Authority, as a distinct EU- Resolution
Institution, endowed with autonomous (financing) powers, thus sidestepping the uncertainty
created by fragile legal structures (Zavvos, S., Kaltsouni, St., 2015).
On the other hand, there may be a distributional conflict, among the Eurozone/EU member
states, as the contributions raised, will be allocated unequally. Thus, of the Eurozone member
states, Germany will be the biggest looser, while Spain and Netherlands the biggest winner.
Of the non-Eurozone member states, Sweden is the biggest winner, while Poland the biggest
looser. However, even if these two building blocks are to be completed in the future, it
remains uncertain, what will be the macroeconomic impact in the single market?
Regarding the DGSs’ plan, it is widely accepted, that after the blueprint of the 2014/49
Directive, little it has been done, to ensure the completion of the Directive’s harmonised
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rules. Hence, not only is it uncertain whether member states can ensure that by 3 July 2024,
the available financial means of the DGSs will have reached at least the target level of 0,8 %
of the covered deposits of its members, but also it is unclear, whether the DGSs will be in
place to ensure the repayable amount within the established periods, either 7 working days or
within longer repayment periods, as established for the transitional period until 31 December
2023. On the other hand, the DGSs’ plan did not attract the attention needed in the course of
the negotiations. Two reasons explain this lack of attention: first, the fact that the time - table
for the completion of the third pillar is obscure and the steps to take tentative and sluggish.
The accomplishment of the Directive’s (harmonised) rules, is lagged, compared to those of
the SSM and SRM-Regulations. Second, the deposit insurance plan touches on core aspects
of national sovereignty (Cristian de Boissieu, 2013). The DGS Directive seems not to have up
to now a broad “political backing” (KarlWhelan, 2016). Finally, ambiguous is whether the
activation of the ESM will have the expected results, in backing up (systemic) banks.
A strong political decision would be difficult to be reached, mainly because of the objections,
raised by the core countries, as the full completion of the Directive or even the establishment
of a pan-European Deposit Guarantee System, would lead to a “full mutualisation of risk”
(Kalfaoglou, 2014), thus intensifying the moral hazard concerns. On the other hand, the
financing of national DGSs via the contributions of its members (the credit institutions),
would trigger the vicious circle between sovereign and banking debt thus fuelling the flight
of capital to safer financial “ports”.
Although, the Directive’s provisions foresee alternative mechanisms to ensure the depositor’s
repayment, like the merger of national DGSs or the establishment of cross-border DGSs, a
mutual borrowing mechanism between DGSs (Libocor, F., 2015), and a closer cooperation,
within the Union, the adoption of further (corrective) harmonised steps through the enactment
of Directives does not solve the problems. Besides, further harmonisation steps constitutes a
partial solution, as the national schemes established, will be backed by the national budgets
(Kalfaoglou, 2014). The only solution would be the establishment of a pan-European Deposit
Insurance System.
Given the similarity of resolution Fund and Deposit guarantee schemes, some experts and
policy makers underpin the idea of their merger and the creation of single European fund
(Gros, Schoemaker, 2012). In this regard, it is supported the view, that it would be better to
start with a single Fund for each institution, in order to avoid overlapping and potential
conflicts of interest between them (Cristian de Boissieu, 2013). Besides, to mention that these
69

two institution could have a common administrative structure (EU Comission, Memo, 14
April, 2014, Cristian de Boissieu, 2013). Nonetheless, the European Commission and the
EU- Council, designing the banking union, failed to achieve the full “Europeanization” of the
resolution framework and of the deposit insurance system. Instead, they contented in (partial)
solutions at national level, based on the home country principle (Gros, Schoenmaker, 2012).
Both legislative enactments (the SRM-Regulation and the DGSs Directive) provide for the
accumulation of contributions, raised at national level, but, only the SRM-Regulation
foresees their transfer at EU-level and their gradual mutualisation. On the other hand,
although the DGS Directive foresees the cooperation within the union, with the completion of
the deposit insurance process (the recognition of DGS, the repayment and their financing) are
entrusted national policies. However, (financial) national policies are incompatible, as shown
above, in the analysis of the financial trilemma, with financial stability and financial
integration through cross-border-banking. By applying national policies, the goals of the
financial stability and integrity cannot be achieved. This is the reason, why the European
Commission and the Council shall proceed to full Europeanization of the Deposit insurance
system, handing over its function to a pan-European authority (Gros, Schoenmaker, 2012).
• The success or the failure of the EBU undertaking will be judged politically, by the markets,
and in the courts. The evaluation of the EBU project is difficult, as the three buildings block
are not fully completed. As a consequence, the fragmentation risk cannot be fully eliminated,
while the contagion effects, generated by cross-border banking operations, cannot be isolated
and/or minimised, continuing to pose a great threat for the stability and thus sustainability of
the entire financial system. Thus in the coming years, is to be seen, how the new delegated
bodies and new established mechanisms, such as the ECB, the SSM, the SRB, the
Commission and the national competent authorities, will function, coordinate their tasks and
cooperate with each other (Zavvos, S., Kaltsouni, St., 2015).
We have only to take into account the feedback effects of its functioning.
In this regard, the EU drafts foresee a review task, assigned to the EU- Institutions. The
European Commission shall by 31 December 2015 and every three years publish a repost on
the application of the SSM regulation, (its functioning within the ESFS, the effectiveness of
the ECB’s supervisory powers, the effectiveness of independence and accountability
arrangements, the interaction between the ECB the EBA and the national authorities, the
effectiveness of the separation between supervisory and monetary policy and the fiscal effects
that the supervisory decisions may have on the participating member states). Similarly, the
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Commission shall publish a further report on the application of the SRM Regulation, with
emphasis on monitoring the potential impact on the smooth functioning of the internal
market.
A review, concerning the progress towards the implementation of the DGSs directive shall
also be reported by the Commission, with regard to the target level on the basis of covered
deposits reached. However, should the EU-legislative acts be proven ineffective, then a
Treaty change, with the creation of a single EU regulatοry Authority for financial services,
(generally) in the community”, should be in place, as the Lamfalussy report suggested,
acknowledging the contingent limits of the envisaged banking union plan (Lamfalussy et al,
2001, p.41).
A further development of the three pillars of the EBU requires strong political will and
perseverance. However, political unanimity or even compromise in mutualisation processes is
not to reach easily, as their final application and implementation are “riddle” with political
risks of further market fragmentation competitive distortions and regulatory arbitrage on the
one hand, and social risks on the other hand. The path towards the accomplishment of the
envisaged Banking Union won’t be smooth. It will be rather a “white-knuckle” dumpy road.
But for Europe there are no other alternatives. What we need, is political will and
entrepreneurship to pave the road to the EBU completion (Underhill G., 2012).
• Many issues on the path to complete the banking union, still remain blurry. First the
democratic legitimacy question of the completion processes of the banking union plan.
Democratic-political legitimacy and accountability build the fourth Pillar of Van Rompuy’s
roadmap for a genuine economic and monetary union. It is questionable whether the banking
union structure, especially the supervision and resolution mechanisms, establish political and
democratic legitimacy. This question is more profound as, it is not only to turn our attention
to the area, that acquires the jurisdiction and power, but also to those states they lose them,
becoming less and less able to respond to the citizen’s expectation and to the challenges of
economic stabilization (Sarcinelli, 2013). Hence, it cannot be expected a wide political
support by EU-electorates, being the “guarantors” of the EU-edifice”, when they get an
ongoing “economic-hit”, when their Governments are feckless to react, facing financial
turmoil and ensuing social risks (Underhill, 2012). The edifice of banking union cannot step
forward without proper support of the EU-constituencies.

71

Another open issue is the potential costs of EBU. There must be developed an ex-ante cost –
benefit analysis of this economic-business model and a review of the interrelated political
impact in the whole EU- area (Cristian de Boissieu, 2013).
To discuss is still the regulation of shadow banking the worries about the “epouvantail” of the
shadow banking system (“le secteurbancaire de l’ombre - systèmebancaireparallele”). The
regulation of the shadow banking system has been ignored by the banking union project,
although it was one of the causes of the crisis. The shadow banking system refers to the
financial intermediaries, operating outside the classical banking system (hedge funds,
speculative behaviour, the securitisation process or investments funds, etc.).
Finally, it remains the question, of whether banking union, as a further step to complete the
EMU, seeks to achieve more Europeanization, thus deepening the solidarity between the EUnations, enhancing “economic and social progress” and advancing the EU-citizenship, or it
pursues to create a two speed Europe. Underhill’s concerns are that the banking union design
was planned to rescue banks rather than EU-citizens (Underhill, 2012).
• The banking union design has been initiated to complement the monetary union. The Euro
is a “unique” currency. From its launch, the treaties did not provide federal structures and/or
mechanisms to back up potential Euro-collapses and/or banking crises. The accomplishment
of all three stages of the banking union in the future, will force member states to step forward
some sort of federalism (Béranger A., Soubeyran, J., Laurence S., 2014). However, as Europe
is not and does not want -as proved by its historical construction- to become a federal state even in the perspective of an envisaged political union- the full completion of the European
banking union is still a long way (Klein, 2015, Montanaro, 2016). Thus, a federal structure
for crisis management cannot be materialized (Montanaro, 2016).
The best way for a full-fledged European Banking Union, is to seek a “more political
Europe”.

72

References
Αγγλική:
Acharya V. Viral. « Banking Union in Europe and other reforms», in Banking Union for
Europe – Risks and challenges, VoxEU Book, Centre for Economic Policy research (CEPR),
London (www.cerp.org), pp. 45-49.
Agence, Europe, (2013a). «No movement on Single Resolution scheme », (19 November,
2013).
Aizenman Joshua. “US Banking over two centuries: Lessons for the Eurozone crisis”, in
Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic
Policy research (CEPR), London (www.cerp.org), pp. 29-135.
Allen franklin, Garletti Elena, Gimber Andrew. „the financial implications of a banking
Union“, in Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for
Economic Policy research (CEPR), London (www.cerp.org), pp. 115-120.
Anderson G. Richard, Liu Yang, (2013): Banks and Credit Unions- Competition Not Going
away. The Regional Economist – April 2013, pp. 1 - 68.
AsmussenJörg (2013). “The single Resolution Mechanism and the limits of Bank
Regulation”. Speech at the Humboldt Universität, 8 November.
AsmussenJörg, (2013). “Banking unions – Essential for the Ins, Desirable for the Outs!”,
Speech at the Danske Bank Financial Forum 2013, Stockholm, 5 November, available at the
URL https://www.ecb.europa.eu/press/key/date/2013/html/sp131105.en.html. 1/.
AsmussenJörg, (2013). “Financial Stability in Europe and the progress towards banking
Union at event “The way Forward for the Eurozone and Europe”: A conversation with
European policy makers, Washington April 18, 2013.
AvaroMaylis, Sterdyniac (2014). Banking Union: A solution to the euro zone crisis? Revue
de l’OFCE 2014/1 (No. 132). P. 193 – 241.
73

Ayadi R., Lastra R.M. (2010). « Proposals for reforming Deposit Guarantee Schemes in
Europe», Journal of Banking Regulation, Vol. 1. Pp. 210- 222.
BarbuThoedora Cristina, BoitanIustinaAlina, (2013: Implications of the single supervisory
mechanism on ECB΄s functions and on credit institutions΄ activity. Theoretical and Applied
Economics. Volume XX (2013), No. 3 (580), pp. 103 – 120.
Bardu T., Vintilӑ G. (2006). “The consolidation of Banking Supervision in the context of a
Pan European Banking System”, Theoretical and Applied Economics review, pp. 53 – 54.
BDB (2014). Bankenverband begrüßtEinigung zur Bankenabwichlung, Bundesverband
Deutscher Banken, (20 March 2014).
BDI (2014).”Stellungnahme zum Maßnahmenpacket der Bundesregierung zur Europäischen
bankenunion”, (14 August 2014).
Beck Thorsten, (2012): Banking Union for Europe – Risks and challenges, VoxEU Book,
Centre for Economic Policy research (CEPR), London, pp. 11-18, 37-43.
BeldowskiJaroslaw, Slomka – GolębiowskaAgnieszka (2016): Banking Union as an
institutional response of the European Union to the financial crisis 2008 – 2009. “Economia I
Prawo. Economic and Law”, Polszakiewicz B., Boehlke J. (ed), Vol. 15, No 2/2016, pp. 153
– 165.
Belke A., (2013). “Towards a genuine Economic and Monetary Union “– Comments on a
Roadmap, in: politics and Governance, Vol. 1(1), pp. 48 – 65.
BelkeAnsgar, Gros Daniel (April 2015): Banking Union as a shock Absorber. Research on
Money in the Economy. No 15-02- April 2015, pp. 1 – 49.
BérangerAdrien, SoubeyranJézabelCouppey, Scialom Laurence (2014): Banking Union:
Time Is not On Our Side. Document de travail- Working paper 2014 – 39, June 2014.
Economix, pp. 1 – 24.
Berglöf Erik, De Haas Ralph, ZettelmeyerJeromin. « Banking union: The view from
emerging Europe», VOX CEPRs Policy portal, 16 October 2012.
Bignon Vincent, Breton Régis, Breumariana Rojas (2013): Currency Union with or without
Banking Union. Document de travail, No 450, Banque de France, Eurosystème – Direction
générale des etudes et des relations internationales, October 2013, p. 1 – 41.
Bloomberg, (2014). “EU Mulls faster pooling of Euro bank-failure Fund Money”.
BogdanFilip - Florin: Impact factors on banking Activity΄s performance in central and eastern
European countries, Department of Finance, Money and Public Administration, Faculty of
economics and Business Administration, pp. 417 – 424.
BremusFranzika, lambert Claudia (2014): Banking Union and Bank Regulation: Banking
Sector Stability in Europe. DIW Economic Bulletin, 9/2014, pp. 29- 39.
74

Breuss Fritz (2012). “European banking Union”: Necessary but not enough to fix the euro
crisis. CESifo Forum, Vol. 13, No. 4 Winter 2012, S. 26 – 32.
Breuss Fritz (2013): European banking Union. WIFO Working Papers, No 454, September
2013, p. 1 – 34.
Buch M. C., Körner, T. and Weigert, B. „Towards deeper Financial Integration in Europe:
What the Banking Union Can Contribute“, Sachverständigenrat (31 may 2013).
Buch M. Claudia, Weigert Benjamin. „Legacy problems in transition to a Banking Union“, in
Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic
Policy research (CEPR), London (www.cerp.org), pp. 25-35.
BVR/BÖV/DSGV
(2012). Gemeinsames
Positionspapir
zu enem Einheitlichen
Aufsictsmechanismus für Kreditinstitüten, BundesVerband, des Deutchen Volksbanken und
Raiffeisenbanken; Bundesverband, Öffentlicher BnakenDeutschlans; Deutche Sparkasse-und
Giroverband, (3 September, 2012)
BVR/BÖV/DSGV (2013). Positionspapier zum Vorschag für eine Verordn8ung zur
Festlegung einheitlicher Vorschriften und eines einheitlichen Verfahrens für die Abwicklung
von Kreditinstitüten und bestimmten Wertpapierfirmen, BundesVerband, des Deutchen
Volksbanken und Raiffeisenbanken; Bundesverband, Öffentlicher BnakenDeutschlans;
Deutche Sparkasse-und Giroverband, (28 September, 2013).
Checkel, J., T. (2005). “International Institutions and Socialization in Europe: Introduction
and Framework”. International Organization, Vol. 59, No. 4, pp 801-8162
Chortareas G.E., Girardone C., Ventouri A. (2012). “Bank supervision, regulation and
efficiency: Evidence from the European Union”, Journal of financial stability, December
volume 8, issue 4, pp. 292 – 302.
Claessens S., Herring., R. and Schoenmaker, D. (2010). “A safer World Financial System:
improving the Resolution of systemic institutons” - 12th Geneva Report on the world
Economy (London: Centre for Ecnomic Policy research).
COCRIŞ Vasile, ŢYRCANU Igor, PERCIC Stanislav, (2014) : Towards a European Banking
Union : Risks and challenges REBS (Review of Economic & Business Studies, Volume 7,
Issue 2, pp. 219-227):
Colliard, J., E., (2013). “Monitoring the supervisors: optimal regulatory architecture in a
banking union”, SSRN Working Paper.
Constancio V., The nature and significance of Banking Union, speech at conference
“Financial Regulation: towards a global regulatory framework?”, London March 11, 2013.
CopilCrina Angela: The process of Bank concentration and consolidation in the central and
eastern-European countries. Economic Science Doctoral School, Faculty of economic
Science, University of Oradea, Romania, pp. 198 – 206.
75

CösterTimo, (2015): Discussion Report: The European Banking Union. ECFR 2/2015, pp.
120 – 124.
Couré, B., (2013). “Monetary Policy and Banking Supervision, Rede auf dem Symposium:
Central Banking: Where are we headed? In honour of Stefan Gerlach’s contribution to the
Institute for Monetary and Financial Stability”, an der Goethe Universität am 7. Februar
2013, URL: http: ecb.de.press/key/date/2013/html/sp130207.en.html, Abruf. Am 15
Juni2013.
Davras Z., S. Merler, (2013). «The European central bank in the age of Banking Union».
Bruegel Policy contribution, 2013/13.
De Boissieu Christian (2013): Scientific support to Financial stability - Towards Banking
Union: Open issues. Bruges 18 April 2013, pp. 1 - 25.
De Grauwe, P. (2013b). «The new bail – in Doctrine: A Reecipe for Banking Crises and
Depression in the Eurozone, (Brussels: CEPS).
De Larosière J., Barcerozicz L., Issing O., Masera R., McCarthy C., Nyberg L., Pérez J.,
Ruding O., (2009). « The high-Level Group on financial Supervision in the EU», Brussels:
European Commission.
Deloitte, 2013. “EU Commission sets out plans for Single Resolution Mechanism in Banking
Union
|
New
Single
Resolution
Board
Proposed”,
available
at
http://blogs.deloitte.co.uk/financialservices/2013/07/eu_commission_sets_out_plans_for_srm
_in_banking_union.
Dermine Jean (2016): The single Resolution mechanism in the European Union: Good
intentions and Unintended Evil, Working Paper Series, Draft 1, September 2016/69/FIN, pp.
1 – 11.
Dewatripont M. (2014), “European Banking: Bailout, Bail-in and State aid control”,
International journal of industrial Organisation, Vol. 34, pp. 37-43.
D’Hulster, K., (2011). “Cross- border Banking Supervisio, Incntive Conflicts in Supervisory
Information Sharing between Home anf Host Supervisors”, Policy Research Working paper,
n. 5871, Washington (DC): World Bank.
Dietz Thomas (2014): The single supervisory mechanism: Ready to take over banking
supervision in the euro area? (In revised form: 24th November, 2014). Journal of Risk
management in financial institutions, Vol. 8, 1, pp. 62 – 75.
Draghi M., (2014). “Financial Integration and Banking Union”, speech at the conference for
the 20th anniversary of the establishment of the European monetary institute, Brussels, 12
February, available at the URL: hhtp//:
www.ecb.europa.eu/press/key/date/2014/html/sp140212.en.html.

76

DumitreskuAlinaLigia: The Banking Union – The solution To reduce The European Banking
System Risks? Departement of European Integration Governance Institute for World
Economy Galea 1 Septembrie No. 13 ROMANIA.
Dyson, K. and Featherstone, K. (1999). “The Road to maasticht: Negotiating Economic and
Monetary Union” (Oxford: Oxford University Press).
Elliot, J. D. “Key issues on European Banking – Union – Trade – offs and Some
Recommendation”. Global economy & Development Working Paper 52. Brookings
Institution, November 2012.
Emmons R. William, Schmid Frank A., (May/June 2000: Bank Competition and
concentration: Do Credit unions matter? - Federal Reserve Bank of St. Louis, pp. 29- 42.
Enria, A., (2013). “The Single Market after the banking Union”, speech at the AFME and
EBF banking Unionin Europe Conference, Brussels, 18 November.
Epstein R.A., Rhodes M. (20140, „International in life, national in death? Banking
Nationalism on the road to Banking Union” (KFG The Transformative Power of Europe: free
University Berlin).
EU observer (2012). “Franco- German Rift Derails Banking Union Deal”, EU Observer (5
December 2012).
European Central Bank, (2013 b). “Opinion of the European Central Bank of 6 November
2013”, vailable at: http: // www.ecb.europ.eu.ecb./legal/pdf/en_con_2013_76_f_ sign_.pdf.
Ferrarini, G., (2015). “Single” Supervision and the Governance of Banking Markets, ECGI
Working Paper, No. 294/2015.
Financial Times (2012a). “German Division over Euro bank regulation”, (20 September
2012).
Financial Times (2013a). “Germany Banks depositor Preference in Bank bail-in Plans” (14
may 2013).
Financial Times, (2013 b). “Berlin Gives Ground In Banking Union Debate”, (6 December,
2013).
Gamble, Andrew. “New world order? The Aftermath of the financial crisis”. Published in
Magazine, “Political Insight”, on 13 April, 2010.
Gandru Christopher, Hallerberg Mark (2015): Does banking Union worsen the EU΄s
Democratic Deficit? The need for greater Supervisory Data Transparency. Journal of
common Market Studies (JCMS), 2015 Volume 53. Number 4, pp. 769 – 785.
Garicano Luis. “Five Lessons from the Spanish cajas debacle for a new euro-wide
supervisor?”, in Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for
Economic Policy research (CEPR), London (www.cerp.org), pp. 79-87.

77

Geeroms Hans, KarbownikPawel, (2014): A monetary Union require a Banking Union.
Department of European Economic Policy Briefings, Beep No. 33/2014, p. 1- 28.
Goodhart Charles. „Funding arrangements and burden Sharing in Banking resolution“ in
Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic
Policy research (CEPR), London (www.cerp.org), pp. 105-113.
Gordon N. Jeffrey, Ringe Wolf – Georg (2015): (Essay): Bank Resolution in the European
Banking Union: A transatlantic perspective on what it would take, pp. 1297 – 1372.
Gortsos V. Christos, «The single supervisory mechanism», (SSM) - legal aspects of the first
pillar of the European Banking Union.
Gros, (2013). The SRM and the Dream to Resolve Banks without Public Money (Brussels:
CEPS).
Gros D. “The single European Market in Banking in decline – ECB to the rescue?”, in
Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic
Policy research (CEPR), London (www.cerp.org), pp. 51-55.
Gros Daniel, Schoenmaker Dirk (2014). European Deposit Insurance and Resolution in the
Banking Union. Journal of common Market Studies (JCMS), 2014 Volume 52. Number 3,
pp. 529 – 546.
Gros D. (2015). “Completing the Banking Union: Deposit insurance”, CEPS Policy Brief,
vol. 335, Brussels: Centre for European policy Studies.
Hall, P. A. (1993). “Policy paradigms, Social Learning and the State: The case of Economic
Policy Making in Britain”. Comparative Politics, Vol. 25, No. 3 pp. 275-293.
Howarth David, Quaglia Lucia (2013): Banking Union as Holy Grail: Rebuilding the single
market in Financial Services, stabilising Europe΄s Banks and ΄completing΄ Economic and
Monetary Union. Journal of common Market Studies (JCMS), 2013 Volume 51. Annual
Review, pp. 103 – 123.
Howarth David, Quaglia Lucia, (2015). “The political economy of the Single Supervisory
mechanism: Squaring the “inconsistent quartet”. Paper presented in the EUSA Biennial
conference 2015, Boston, 5-7 March.
Howarth David, Quaglia Lucia, (2014). “The steep road to European banking Union:
Constructing the Single, Resolution Mechanism. JCMS 2014, Volume 52 Annual Review pp.
125-140.
IoannidoyVasso, (2005). “Does Monetary Policy affect the Central’s Bank role in Bank
Supervision”, Journal of Financial Intermediation, pp. 58-85.
IoannidouVasso, (2012). “A first step towards a banking Union” ?”, in Banking Union for
Europe – Risks and challenges, VoxEU Book, Centre for Economic Policy research (CEPR),
London (www.cerp.org), pp. 87-96.

78

Jabco, N. (2006). “Playing the Market: A Political strategy for Uniting Europe 1985-2005”,
(Ithaca : Cornell University Press).
Jason Jones (2013). “Cross-Border Banking in the expanded European Union”. Eastern
European Economics, vol. 5, no.6, November-December 203, pp. 54-74.
KalfaoglouFaidon (2014): European banking Union: “Europeanising” Bank΄s Financial
safety net. Economic Bulletin, no. 39, July 2014, Bank of Greece, pp. 37 – 72.
Kremers J., (2001). “Does Europe Need a Euro-Wide Supervisor?”. The Financial Regulator,
vol. 6, no. 3 pp. 50-56.
Lamfalussy A., Herkströter C., Rojoluisangel, Ryden B., Spaventa L., Walter N., Wicks N.,
Wright D., Delsau P., (2001). “Fibal Report of the Committee of Wise Men on the Regulation
of European Securities Markets”, Brussels: European Commission.
Larosiere J., “Future shape of the Banking union in the EU”, speech at ECOFIN, Council
Reunion, Dublin, April 12, 2013.
Lastra R (2006). “Legal Foundations of international monetary Stbility”, Oxford: Oxford
University Press.
Lehman A., Nyberg, L., (2014). “Europe’s Banking Union in the Global financial System:
Constructing Open and Inclusive Institutions”, EBRD Working Paper, n. 175, European Bank
for Reconstruction and Development.
Libocor Florian, (2015): Banking Union, between national interest and common safety.
Review of General management, Volume 21, Issue 1, Year 2015, pp. 157 - 175.
Lusian – Ion Medac, ChirtocIrine – Elena (2014): Importance of the European Banking
Union- New Directives, Economy series, Issue 5/2014.
Marius Eugen (Radu September 2016): Some considerations,Regarding the European
Banking Union. Academic Journal of Economics Studies, Vol. 2 No. 3, pp. 64-73.
Maryskova Eva (2013 - 2014): Averting Future crisis: The European Banking Union΄s Single
Supervisory Mechanism. Developments in banking Law – Review of Banking & Financial
Law, Vol. 33, pp. 525 – 534.
Matthias Haentjens& Bob Wessels (eds.), Research Handbook on Crisis Management in the
Banking Sector, Edward Elgar Publishing Ltd, Cheltenham, UK (forthcoming, 2015).
Meister Michael (2014): The European Banking Union, ECFR 2015, pp. 115 – 119.
Mersch Yves (2013). “On the road to a Banking Union: the war forwards from the ECB΄s
perspective”, Frankfurt am Main, 18 November.
Minsky, H., (1986). “Stabilising the Unstable Economy” (Yale University Press, 1986), pp.
279-282.
79

MontanaroElisabetta (2016): The process towards centralisation of the European financial
supervisory architecture: the case of Banking Union. PSL Quarterly Review, vol. 69 No 277,
(June 2016)135-172.
Montanaro E., Tonveronachi M., (2012). «Financial Re-Regulation at a Cross- Road: How
the European Experience Strengthens the case for a Radical Reform Build onMinsky’s
Approach”. PLS Quarterly Review, vol. 65, n. 263, pp. 335-383.
Moravcsik A., (1999). “The Choice for Europe: Social purpose and
Messina to Maastricht”, (London/New York: UCLPress).

State power from

Moravcsik A., Schimmelfenning F., (2009). “Liberal intergovernmentalism ”. In Wiener A.
and Diez T. (eds). European Integration Theory (Oxford: Oxford University Press), pp. 6787.
Mundel, Robert (1973). “A plan for a European currency”Buch, in H.G. Jonson and
A.K.Swoboda, The Economics of common currencies, Allen and Unwin, pp. 143-172.
MunteanRadu (2014): Assessing integration of EU banking sectors using lending margins.
Theoretical and Applied Economics – Volume XXI, No 8 (597), pp. 27 – 40.
Nedergaard, P. and Snaith, H. (2015). “As I Drifted on a River, I Could Not Control”: The
Unintended Ordoliberal Consequences of The Eurozone Crisis”. Journal of Common market
Studies, Vol. 53, No. 5, pp. 1094-1109.
NeguriţӑOctav (2014). “Solutions on the operation of the European Banking in the
Community area”. Economics, management, and Financial markets Volume 9 (1), pp. 422 430.
Noonan, L., (2015). “ECB puts in place, Secret Credit Lines with Bulgaria and Romania”,
Financial Times, Brussels Blog, July 16.
North, D., (1990). “Institutions, Institutional change and economic performance”, Cambridge
University Pre, Cambridge, 1990.
Obstfeld, M., (2013). “Crises and the international system”. International Economic Journal,
Vol. 27 pp. 143-155.
Orszaghova Lucia, Miskova Martin (NárodnábankaSlovenska), (2015): Financial
Contributions and Bank Fees in the Banking Union. Munich Personal RePE Archive
(MPRA), January 2015, pp. 13-18.
Padoa-Schioppa T., (1999), “EMU and banking Supervision”. Lecture in the London School
of economics, on 24 Feb.
Padoa-Shiopa T. (1999b). “EMU and Banking Supervision”. International Finance, vol. 2, no.
2, pp. 295-308.
Peek, J., Rosengren, E., and Tootell, G., (1999). “Is Bank Supervision Central to Central
banking?” Quarterly Journal of Economics 114, pp. 629-653.
80

Pisani – Fery J., A. Sapir, N Véron, G.B Wolff (2012). “What kind of European Banking
Union?” Bruegel policy contribution.
Pisani – Fery J., G.B Wolff (2012). “The fiscal implications of a Banking Union”. Bruegel
policy Brief.
PopeskuJenica, Firesku Victoria. Reflections on Union European Banking Project, pp. 69- 74.
Praet, Peter Speech (Member of the Executive Board ofthe ECB, at the EMU Forum 2016,
OesterreichischeNationalbank). “The importance of a genuine banking union for monetary
policy”, - by Vienna, 24 November 2016.
Reinhart, C., and Rogoff K., (2008). “Banking Crises: An equal opportunity menace”,
Working Paper 14587, NBER.
Remsperger, H., (2013). “Zentralbankpolitik: Überforderung statt Langweile ? ” Center of
Excellence SAF, White Paper Series, Nr. 3.
Repullo R., (2000) “Who should act as a Lender of Last Resort”? An incomplete Contracts
model. Journal of money, Credit and banking, 32.
Rohtsalu K. (2012). “European Banks: too big to fail and too big to save”, September 2017,
available at http://seekingalpha.com/article872441-european-banks-too-big-to-fail-and-tobig-to-save.
Sacomanni, F. (2013).”Letter to the ECOFIN Presidency”, (13 December 2013, available
at:http://online.wsj.com/public/resources/documents/SACCOMANNI_LETTER.pdf. )
Sarcinelli Mario (2013): The European Banking Union: Will it be a True Union without risk
sharing? PSL Quarterly Review, vol. n. 265, pp. 137 – 167.
Schäfer David (2016): A banking Union of Ideas -The impact of ordoliberalism and the
vicious Circle on the EU Banking Union. Journal of common Market Studies (JCMS), 2016
Volume 54. Number 4, pp. 961 – 980.
Scharpf, F.W. (1970). “Demokratietheorie zwischen Utopie und Anpassung” (Konstanz:
Universitätsverlag).
Scharpf, F.W. (1999). Governing in Europe (Oxford: Oxford Univerity Press).
Schäuble, W. (2012b). “How To Protect EU Taxpayers against Bank Failures”, Financial
Times, (30 August 2012).
Schäuble W. (2013). The Banking Union – Another Step towards a Tighter-Knit Europe,
Interview at Federal Ministry of Finance, Berlin, 23 October.
Schäuble, W. (2014a).”Rede von Dr. Wolfgang Schäuble bei der Stiftung Ordnungspolitic im
Freifurg Im Breisgau”, (11 July 2014).

81

Schäuble, W. (2014b). ”Rede von Dr. Wolfgang Schäuble, BundesMinister der Finanzen,
beim ‘Wirtscahaftspolitischenfrüstuck‘ der IHK Berlin, (15 Maz 2014).
Schäuble, W., Lamers, K., (2014). “More integration is still the right goal for Europe”, 1
September 2014, Financial Times.
Schimmelfenning F. (2001). “The community trap: Liberal Norms, Rhetorical Action, and
the Eastern enlargement of the European Union”. International Organization, Vol. 55, No. 1,
pp. 47 – 80.
Schoenmaker D., (2011), “The financial Trilemma”, in economics Letters, 111 ages 57 – 59.
Schoenmaker D. (2014). “On the Need for a fiscal Backstop to the Banking System”, DSF
Policy pape, n. 44, Amsterdam: Duisemberg School of Finance.
Schoenmaker D. “Where we΄re going wrong”, in Banking Union for Europe – Risks and
challenges, VoxEU Book, Centre for Economic Policy research (CEPR), London
(www.cerp.org), pp. 97-103.
Schoenmker D., Gros D. (2012). “A European Deposit Insurance and Resolution Fund”,
CEPS, Working Document No. 364, Centre for European Policy studies Brussels, May.
Schoenmaker, D. and T. Peek (2014), “The State of the Banking Sector in Europe”, OECD
Economics Department Working Papers, No. 1102, OECD Publishing, available also, at
http://dx.doi.org/10.1787/5k3ttg7n4r32-en
Schmidt V.A. (2008). “Discursive institutionalism: The explanatory Power of Ideas and
Discourse”. Annual Review of Political Science, Vol. 11, pp. 303-326.
Speyer, B., (2012). “EU Banking Union: Do it right, not Hastily? ”, Deutsche Bank research,
17.
Turliuc G. Dragos, Andreea N. Popovici (2013). Towards the European Banking Union:
Literature review. SEA- Practical Application of Science, Volume I, Issue 1 (1), 2013, p. 221
– 229.
Ubide A. (2013). “How to form a more Perfect European banking Union”. Policy Brief, No.
Pb 3, 3-23, Peterson Institute for international Economics.
Underhill R.D Geoffrey. “The political economy of (eventual) banking Union”, in Banking
Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic Policy
research (CEPR), London (www.cerp.org), pp. 137- 151.
Van Rompuy R., (2012) “Toward a genuine economic and monetary union, Report by
President of the European Council, Brussels. EUCO 120/12, 26 June.
Véron Nicolas (2013), “A realistic Bridge towards a European Banking Unio”, Bruegel
Policy, No. 9.

82

Véron Nicolas (2013). “From Supervision to resolution: Next steps on the road to European
banking Union”. Bruegel Policy Contributions.
Wagner Wolf. “How to design a banking Union that limits systemic risk in the Eurozone”, in
Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for Economic
Policy research (CEPR), London (www.cerp.org), pp.121-127.
Westermann Frank. „Two types of capital flight: will a common deposit insurance help t
stabilise the TARGET 2 imbalances?, in Banking Union for Europe – Risks and challenges,
VoxEU Book, Centre for Economic Policy research (CEPR), London (www.cerp.org), pp.
57-64.
Whelan Karl, (August 2016): Banking Union and the ECB as Lender of Last Resort, - UCD
CENTRE FOR ECONOMIC RESEARCH WOKING PPER SERIES.
Wymeersch Eddy (2012): The Banking union΄single supervisory mechanism and the
securities business. Journal of securities Operations & Custody, Vol. 5, No. 3, pp. 194 – 202.
Wyplosz C. (2012). “Bankig Union as a crisis management too, in Banking Union for
Europe – Risks and challenges, VoxEU Book, Centre for Economic Policy research (CEPR),
London (www.cerp.org), pp. 9-23.
Wyplosz C. (2012). “On banking Union, Speak the Truth”, Social Europe Journal, September
17, 2012.
ZabawaJustyna, Bywalec Magdalena (2015): Analysis of the financial position of the
Banking Sector of the European Union member states in the period 2007 – 2013. pp. 535 552.
Zavvos G.S., (2013). “Towards a European Banking Union: Legal and Policy Implications”.
Speech delivered at the 22ndAugust Annual Hyman P. Minsky Conference “Building a
Financial Structure for a more Stable and Equitable Economy:, organised by the Levy
Economics Institute of Bard College: New York.
Zavvos, George, kaltsouni, Stella. (2015). “THE SINGLE RESOLUTION MECHANISM IN
THE EUROPEAN BANKING UNION: LEGAL FOUNDATION, GOVERNANCE
STRUCTURE AND FINANCING”.
ZettelmeyerJeromin, Berglöf Erik, De haas Ralf. „Banking Union: the view from emerging
Europe?”, in Banking Union for Europe – Risks and challenges, VoxEU Book, Centre for
Economic Policy research (CEPR), London (www.cerp.org), pp. 65-77.
Γαλλική:
Amussen Jörg (2013), « Union bancaire et surveillance prudentielle européenne », Revue de
l’économie financière 2013/4 (No 112), p. 37 – 50.
Antonin Céline et al (2014), « Comment lutter contre la fragmentation du système bancaire
de la zone euro ? », Revue de l’OFCE 204/5 (No 136), p. 171 – 219.

83

Bellon Jean – Baptiste, Pauget Georges, « Union Bancaire et évolution du modèle des
Banques universelles », GRP : revues JOB : num 118 xmlDiv : 17_mp_ Bellon Pauge, p. 79
– 91.
Blot Christophe et al (2014), « Reformer l’Europe ? Econmistes, juristes et politiques se
penchent sur l’avenir de l’Union européenne », Revue de l’OFCE 2014/3 (No 134), p. 7 – 16.
Boissieu Christian (2014), « A quoi servir l’union bancaire (interview) publié le 21/10/2014.
Kempf Hubert (2013), « Avons-nous besoin d’une union budgétaire en Europe ?», Revue
économique 2013/3 (Vol. 64), p. 379 – 403.
Klein Olivier (2015), «La crise financière : enseignements et perspectives », Revue
d’économie financière 2015/1 (No 117), p. 277 – 293.
Labye Agnès (2015), « En quoi la politique monétaire affecte-t-elle le cout de la dette
publique ? Le cas des taux d’intérêt négatifs », Regards croisés sur l’économie 2015/2 (no
17), p. 120 – 132.
Leroy Aurélien, Lucotte Yannick (2016), « Architecture des systèmes financières et
performances macroéconomiques», Revue d’économie financière 2016/3 (no 123), p. 297 –
316.
Mathieu Luc (2013), « Quelles réformes pour le système financier ? », L’économie politique
2013/1 (no 57), p. 47 -54.
Mullineux Andy et al., (2012), «Sortir de la spirale de la dette de la zone euro», Revue
française d’économie 2012/3 (Volume XXVII), p. 105-125.
Mullineux W. Andrew et al., (2015), « Quelle sera la nouvelle norme de politiques monétaire
et macro prudentielle ? », Revue française d’économie 2015/4 (Volume XXX), p. 85 – 100.
Nouy, D., (2013). « Les risques du Shadow Banking en Europe : le point de vue du
superviseur bancaire», Autorité de Contrôle Prudentiel, Banque de France, 3.
Polin Jean Paul (2013), « Controverse sur la régulation bancaire », L’économie politique
2013/1, (no 57), p. 29-46.
Polin Jean Paul (2013), « Au- delà de l’Union bancaire européenne, Revue de l’OFCE
2014/3 (No 134), p. 161 – 174.
Sapir Jacques (2016), La fin de l’Union bancaire ? », Article publie le 9 Février 2016.
Soubeyran - Couppey Jézabel (2013), « Les reformes de la régulation bancaire, idées
économiques et sociales 2014/4, No. 174, p. 26 – 34.
Tirole Jean, (2014), « Les contours de l’activité bancaire et l’avenir de sa régulation», Revue
française d’économie 2014/3 (Volume XXIX), p. 93 – 109.
Véron Nicolas (2016), «Achever la construction de l’Union bancaire », (Interview), Revue
Banque – supplément au no. 797 (Juin 2016), p. 18 – 21.
84

Γερµανική:
Asmussen, Jörg (2012). “Die europäische Finanzmarktunion als wictigeSöule einer stabilen
Wirtschafts- und Währungsunion, in : Schnelldienst, 65 (14), S. 19-21”.
Breus Fritz (2013), «Europäische Bankenunion», WIFO‚ Östereichisches Institut für
Wirtschafts forschung ‚ Vierteiljahrshefte zur Wirtschaftsforschung ӏ DIW Berlin ӏ 82
Jahrgang ӏ 02.2013 I S. 127 ‚ 147.
Eriksson, A. (2013). “Einheitlicher Europäischer Aufsichtsmechanismus (EAM)”, infobrief
PE6 – 3010-005-13, Wissenschaftlicher Diens, Deutscher Bundestag.
Fuest, C (2012). „Die Zukunft des Eurozone : Was leistet das konzept der Bankenunion ?“,
in: ifo Schnelldienst 65 (14), S. 22-25.
Giegold, S. (2013) „Die Aufsicht muss differenzieren“, in: Die Börsen Zeitung, 9.1.2013, S.
5.
Lautenschläger, S. (2013). „Eine Bankenunion für Europa: Welcher Bauplan ist der rictige?“,
in: ifo Schnelldienst, 66 (1). S. 3-6.
Neyer Ulrike, Thomas Vieten (2013), «Die neue europäische Bankenaufsicht‚ eine kritische
würdigung», Juli 2013, S. 2 - 30.
Potacs, Michael (2013), «Die Europäische Wirtschafts- und Währungsunion und das
Solidaritätsprinzip», Eur ‚ Heft 2 ‚ 2013, S. 133 – 145.
Speyer, B. (2012). „Bankenunion: Notwendig, aber kein „quick fix“, in : ifo Scnelldienst, 65
(4), S. 6-9.
Van Rompuy, Herman (2012a). “Auf dem Weg zu einer echten Wirtschafts – und
Währungsunion“. Berict des Präsidenten des Europäischen Rates, Brüssel, 26 Juni, 2012.
Van Rompuy, Herman (2012b). “Auf dem Weg zu einer echten Wirtschafts – und
Währungsunion“. Berict des Präsidenten des Europäischen Rates, Brüssel, 6 Dezember 2012.
www. Consilium.europa.eu/uedocs/cms_ data/docs/pressdata/de/ec/134206.pdf.
Ελληνική:
Γκόρτσος Χρήστος. «Η πορεία προς την «Ευρωπαϊκή Τραπεζική Ένωση»: Θεσµικές και
κανονιστικές διαστάσεις και οι επιπτώσεις στην ανταγωνιστικότητα του Ελληνικού
Τραπεζικού συστήµατος».
Του ίδιου, Η αναθεώρηση του ισχύοντος κανονιστικού πλαισίου της Επιτροπής της
Βασιλείας για την Τραπεζική Εποπτεία µε στόχο την ενδυνάµωση της σταθερότητας του
διεθνούς Τραπεζικού συστήµατος. Χρηδικ 1/2011, σε. 5 – 25.

85

Του ιδίου, «Στοιχεία Τραπεζικού ∆ικαίου», ∆ηµόσιο Τραπεζικό ∆ίκαιο: Το δίκαιο της
πρόληψης και διαχείρισης τραπεζικών κρίσεων, 3η αναθεωρηµένη έκδοση, σελ. 109 – 130,
145 – 176.
Κατσίµη Μαργαρίτα, «Μακροοικονοµικές Πολιτικές της Ευρωπαικής Ένωσης», Εκδόσεις
ΟΠΑ aueb.
Legal Texts – other Publications:
Legal Texts
SSM:
COUNCIL REGULATION (EU) No 1096/2010 of 17 November 2010, conferring specific
tasks upon the European Central Bank concerning the functioning of the European Systemic
Risk Board
REGULATION (EU) No 575/2013 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 26 June 2013 on prudential requirements for credit institutions and investment
firms and amending Regulation (EU) No 648/2012 - (Text with EEA relevance)
REGULATION (EU) No 1022/2013 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 22 October 2013, amending Regulation (EU) No 1093/2010 establishing a
European Supervisory Authority (European Banking Authority) as regards the conferral of
specific tasks on the European Central Bank pursuant to Council Regulation (EU) No
1024/2013
COUNCIL REGULATION (EU) No 1024/2013 of 15 October 2013, conferring specific
tasks on the European Central Bank concerning policies relating to the prudential supervision
of credit institutions
COUNCIL REGULATION (EU) 2015/159 of 27 January 201, amending Regulation (EC) No
2532/98 concerning the powers of the European Central Bank to impose sanctions
SRM:
REGULATION (EU) No 806/2014 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 15 July 2014, establishing uniform rules and a uniform procedure for the
resolution of credit institutions and certain investment firms in the framework of a Single
Resolution Mechanism and a Single Resolution Fund and amending Regulation (EU) No
1093/2010
DIRECTIVE 2014/59/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 15 May 2014, establishing a framework for the recovery and resolution of credit
institutions and investment firms and amending Council Directive 82/891/EEC, and
Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU,
2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 648/2012,
of the European Parliament and of the Council - (Text with EEA relevance)

86

DGSs:
DIRECTIVE 2014/49/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 16 April 2014 on deposit guarantee schemes - (recast) - (Text with EEA relevance)
Other Publications
COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT
AND THE COUNCIL a Roadmap towards a Banking Union (Com /2012/0510 final – 2012
(Memo/15/6164).
Standards &Poors, (2012). “Could ESM and a European banking union break the link
between sovereign and bank creditworthiness?” Ratings Direct, August 15.
Toward a European Banking Union: taking Stock – Summary of the 42ndOeNB Economics
Conference in Vienna on May 12 and 13, 2014 (MONETARY POLICY & THE ECONOMY
Q2/14).
European Banking Authority, (2013), Risk Assessment of the European Banking System,
London. UK, http: eba.europa.eu
European Banking Authority, (2014), Risk Assessment of the European Banking System,
London. UK, http: eba.europa.eu

87

88

