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PurPose InsIde
The seminar for journalists organised by the European Parliament’s Press Service 
on 16 April 2013 in Strasbourg focuses on some of the economic issues dealt with 
during the plenary part-session of the same week. It specifically deals with the new 
capital requirements and bankers’ bonuses legislation, proposed by the European 
Commission in July 2011. 

The aim of the seminar is to provide invited journalists from the 27 Member States 
a platform for debate with representatives of Parliament and the EU Council of 
Ministers.

The proposed legislation consists of: (i) a directive on access to the activity of 
credit institutions and supervision of credit institutions and investment firms; and 
(ii) a regulation on prudential requirements for credit institutions and investment 
firms. 

The overall aim of the new rules is to revise existing legislation on bank solvency 
and liquidity to enhance the stability of the banking sector to foster stable 
economic growth. The debates and votes due to take place in Strasbourg during 
the April plenary session follow a political agreement that was reached between 
representatives of the European Parliament and of the Member States in March. 
The European Parliament’s work has been steered by the Committee on Economic and 
Monetary Affairs.  The new rules are expected to be implemented by 1 January 2014.

This leaflet provides extracts from 
documents prepared by the European 
Parliament’s Policy Department on 
“Economic and Scientific Policy” in 
relation to the new proposals for capital 
requirements and bankers’ bonuses 
legislation. 

Within the European Parliament, the 
role of policy departments is three-
fold: to provide timely specialised 
advice to all parliamentary bodies; to 
carry out research addressing their 
needs; to manage the budgets for 
external expertise according to the 
decisions taken by committees, under 
the supervision of the directors and the 
directors-general. 

Scan the QR code or just click on the title 
of the publication to access it directly.

Workshop on Banks’ Remuneration Rules (CRD III): Are they implemented and 
do they work in practice? - January 2012

PublIcatIons

In 2010 the  so-called CRD III legislation, amending the EU Capital Requirements 
Directives was adopted. CRD III, which took effect in January 2011, includes some 
of the strictest rules in the world regarding bankers’ bonuses, seeking to align the 
remuneration practices of banks and investment firms with effective risk management 
and prudential regulation. It does so largely with a prescriptive rules-based regime 
that attempts to reduce the agency problems in bonus practices that can lead to 
excessive risk-taking by individuals.

The Committee on Economic and Monetary Affairs held a workshop in January 2012 to evaluate 
the effects of CRD III one year on. This workshop aimed to give an overview of the state of play of 

implementation of the new rules on bonuses, particularly concerning divergences in application and the effects thereof. It 
also sought to assess whether the new rules have indeed effectively transformed the bonus culture and ended incentives for 
excessive risk-taking. 

This document contains contributions to the workshop from participating academic and scientific experts as well as 
representatives from the European Commission, the Financial Stability Board (FSB) and the European Banking Authority (EBA). 

http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=66531
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=66531
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=66531
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It also contains a briefing note entitled “Practical implementation of CRD III remuneration rules in the UK – issues and results”. 
The note analyses the main issues related to the UK‘s implementation of CRD III’s variable remuneration requirements and 
discusses how these requirements may affect risk management and prudential regulation. It explains that questions remain 
regarding how far these regulatory reforms go in protecting the financial system and society against excessive financial risk-
taking. 

Finally, the document also includes a background note giving an overview of the structure of executive remuneration, the 
establishment of the legal framework on remuneration policies both at the global and the EU level as well as an outline of 
the CRD III directive and its implementation by the Member States. 

This study gives an assessment of the envisaged CRD IV, its primary goal being that 
of enhancing the stability of the banking sector to foster stable economic growth. 
The authors of this study argue that the planned measures have a twofold impact 
on banks’ balance sheets: i) capital and leverage requirements will affect the liability 
side resulting in a potential change in their funding costs (financing portfolio); and ii) 
regulation with respect to liquidity will influence banks’ investment opportunities on 
the asset side (investment portfolio). Within the framework of their asset and liability 

CRD IV - Impact Assessment of the Different Measures within the Capital 
Requirements Directive IV - June 2011

management, banks will try to balance/adjust the risk-return profile of the overall balance sheet. 

Banks’ decisions on lending rates will not only affect the overall availability of loan volume but will 
also spill over to the capital markets as firms and households try to substitute bank loans with other 
forms of financing. The lower the effects of CRD IV on banks’ funding costs and the lower the ability 

of banks to pass through higher funding costs to customers, the lower will be the possible negative effects on investments 
and economic growth. The changes in the financial landscape will also alter the effectiveness of monetary and fiscal policy. 
Therefore, it is important to align monetary, fiscal and industrial policy in order to achieve the goal of higher financial and 
economic stability. 

Amongst their key findings, the authors note that:

- The new measures will increase the stability of the banking system, but only in the sense of bank failure absorption. The 
likelihood of bank failures is not necessarily directly reduced. Only if the capital regulations restrict the banks’ investment 
portfolio decisions, the likelihood of bank failures will decrease, too.

- Liquidity standards have a modest impact on reducing the bank failure risk, however, they significantly reduce the risk of 
financial failure propagation.

-  Decreasing benefits are observed for capital requirements, levelling off at 13%. This result indicates that increasing capital 
requirements above this level will not further increase the stability of the banking industry. In the event of a financial 
crisis, the effects are significantly dampened due to capital and liquidity buffers. The planned combination of capital and 
liquidity requirements is the most efficient means for increasing the stability of the financial system.

Disclaimer: The items contained herein are drafted by the Policy Departments of the European Parliament and are provided for general information purposes only. 
The opinions expressed in this document are the sole responsibility of the author(s) and do not necessarily represent the official position of the European Parliament. 
The leaflet may contain links to websites that are created and maintained by other organisations. The Policy Departments do not necessarily endorse the views 
expressed on these websites.

PolIcy dePartments
Effective parliamentary work relies on specialised, objective, high-quality and up-
to-date information. To this end, five units responsible for research, analysis and 
policy advice, known as policy departments, were created to provide this expert 
advice. Their activities cover all areas of competence of the European Parliament, 
producing high-level independent advice, based on research carried out either 
in-house or by external researchers. 

Policy departments deliver a wide range of expertise, comprising texts as diverse 
as in-depth studies on complex legislative issues, comparative studies and short 
background briefings. These documents aim to support the work of the various 
parliamentary bodies. They serve a variety of purposes: they can feed directly into 
the legislative work of a specific committee or serve as a briefing for delegations 
of Members. 

Apart from a few confidential documents, all texts produced by the policy 
departments are available on the Parliament’s website for the benefit of all 
Members and the wider public.
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