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Subject: Bank recapitalisation

Among the various statements issued following the latest summit of EU Heads of State and 
Government is one to the effect that certain banks will be instructed to 'recapitalise' in order to 
become more solvent. This agreement is based on criteria decided by the European Banking 
Authority, which has also published a note of information. After the Greek banks, the Spanish 
ones, which are banks of major significance in terms of their volume of business and 
international expansion, are singled out for special attention and greater demands placed on 
them to obtain financial resources than on other European financial bodies. The European 
Banking Authority's justification for this is the possible 'discounting' of the Spanish public 
debt, a resource which has always been regarded as secure - so much so that it has been listed 
as a risk-free asset in accounting terms and its purchase has been encouraged by all 
governments.

On the other hand, the banking authority has not addressed the problem of the real estate 
holdings of many Spanish financial bodies. In fact, it is hard to understand why other 
European banks which have invested heavily in Greek public debt and other assets classed as 
'toxic' by analysts are not also included in these demands for greater solvency. Strangest of all 
is the different way in which capital gains acquired abroad are treated, since they are 
calculated differently for French and German banks than for Spanish ones.

Could the Central European Bank answer the following:

1. On the basis of what criteria was the value of Spain's public debt 'not counted' and other 
assets of debatable value not taken into consideration?

2. Why have Spanish banks been treated more critically than other European financial 
bodies when it comes to valuing risk assets? And why are capital gains obtained in other 
countries calculated in a different way?

3. Doesn't the European Central Bank, or the European Banking Authority, understand that 
by taking an arbitrary approach and valuing assets and capital gains in such a surprising 
manner, it is putting at risk the trust placed by ordinary citizens and businesses in  
Community institutions?
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