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Madam Chair,

Honourable members of the Committee on Economic and Monetary Affairs,

It is an honour to be here, in my capacity as Director General for Financial Stability at the ECB, to 

discuss the Commission proposal for a Single Supervisory Mechanism (SSM). 

The time for my introductory statement is rather short. Let me say up front that the ECB welcomes the 

Commission proposal. The text published on of 12 September fully responds to the requirements 

expressed by the Euro Area Summit of 29 June, notably in its effectiveness and timeliness.

The conduct of banking supervision at the European level is a fundamental pillar of the financial union,

and a major building block towards a genuine Economic and Monetary Union. In a highly-integrated 

monetary area, financial stability is a matter of collective responsibility. The incoherence between single 

monetary policy and national banking responsibilities has been a destabilising factor for many years, even 

more, recently, in times of stress. By generating an adverse instability loop between banks and 

sovereigns, it has weakened our financial sector, and indeed the whole European economy. It still 

undermines our efforts to resolve the crisis. 

Against this background, the SSM should ensure, first and foremost, a high-quality and consistent 

supervision across the euro area and beyond. It should address systemic risk as well, by taking into 

account externalities that in a well-integrated area may rapidly amplify local stress, resulting in serious 

macroeconomic instability. The single supervisor must be able, at all times, to act directly and timely vis-

à-vis the institutions concerned. This is needed, not least, to reverse the recent worrisome trend towards 

financial fragmentation. There cannot be a single market, in finance and eventually in the whole 

economy, if the financial sector is fragmented. This also prevents the effective conduct and transmission 

of the single monetary policy.
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Let me turn now to some specifics of the Commission proposal. The ECB Governing Council will assess 

it in detail in a formal opinion, as requested by the Council and required by the Treaty. But several key 

principles are already clear.

Separation. There must be a clear separation between supervisory and monetary policy responsibilities. 

The Commission proposal achieves this by establishing a Supervisory Board, which will be in charge of 

the planning, preparation and execution of the supervisory tasks. The ECB Governing Council should 

define procedures and distinct internal work lines to separate the day-to-day supervisory activities from 

monetary policy. The experience of central banks that combine monetary and supervisory powers 

provides a good basis to implement this separation principle.

Independence and accountability. A strong supervisor must possess a high degree of independence, to 

pursue the public interest consistently over time and withstand all pressure from private or special 

interest. The Treaty and the Commission proposal contain strong provisions for that. But independence

would not be balanced without an equally extensive accountability. The Commission proposal establishes

accountability and reporting lines to the European Parliament and to the Eurogroup; this is natural, in 

view of the fiscal implications that supervision may entail. It is for the legislators to determine the precise 

contours of the framework for accountability. As the President Draghi has stated, we are ready to comply 

with the highest standards of accountability for these additional tasks, in full cooperation with the 

European Parliament.  

Decentralisation. The Single Supervisory Mechanism should operate as a system, catering for all 

expertise of national supervisors and at the same time possessing a strong decision making centre. This 

will ensure close proximity with the supervised entities and yet cross-border consistency and even-

handedness. Over the last several years, the ECB has accumulated considerable experience in working 

with national authorities, primarily national central banks, in different but comparable areas.

Comprehensiveness. The SSM should possess broad and effective supervisory powers. The Commission’s 

proposal provides for a wide range of supervisory tasks, including control over micro and macro-

prudential instruments. It is also crucial that the supervisory perimeter encompasses all euro area banks, 

to avoid segmentation and distortions that would ultimately undermine the single market. In this context, 

it is important to emphasise that the framework proposed is fully compatible with the role and 

prerogatives of the European Banking Authority. The role of the EBA should be fully respected, 

particularly with regard to the monitoring the implementation of the “single rulebook” by all supervisors. 

The SSM will conduct supervision in line with EBA standards. I am confident, also based on the long 

familiarity of work with Andrea Enria and his colleagues, that our collaboration will be excellent, in the 

interest of Europe.

Openness. We welcome the possibility for out-Member States to engage in close cooperation with the 

ECB and be part of the SSM. This will foster supervisory convergence also beyond the boundaries of the 

euro area. The participation of out-Member States should be explored to the largest extent possible,
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within the legal framework of the Treaty and the ECB/ESCB Statute, which needs to be carefully 

analysed.

Finally, timeliness. The Commission proposal sets out a schedule towards the SSM. It is ambitious, but 

doable. Independently of the precise schedule that will eventually be decided for the phasing-in of the 

new system, it is important that the Council Regulation enters into force as early as possible. Without this, 

preparation will be hampered. The ECB and the national authorities should quickly start to organise 

themselves as a system, exploiting complementarities while avoiding overlaps. Some early preparatory 

work has initiated; progress is being made in a constructive climate. The momentum should not be lost. 

The entry into force of the Regulation on January 1st next year will enable the setting-up of the 

Supervisory Board and the access to information on euro area banks that will ensure a smooth phasing-in.

Finally, let me stress that a fully-fledged financial union also requires other building-blocks. The most 

critical is the development of a common resolution regime, having at the centre a European resolution 

authority. We need to prevent as much as possible the use of taxpayer funds to address a bank failure, 

which becomes inevitable in the face of legal, institutional and political difficulties. Failed banks should 

be resolved, not bailed-out. A European Resolution Authority, able to exercise its powers in an 

independent manner, free of the constraints of national mandates which are often a source of moral 

hazard, remains among the most important next steps. 

Thank you for your attention. 


	Angeloni -Introductory Statement ECON 10 October.doc

