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10:00 to 10:40

Opening remarks 

KLIMT ROOM

Welcome remarks
David Wright
President, EUROFI 
Didier Cahen
Secretary General, EUROFI

Opening remarks

Ewald Nowotny
Governor, Oesterreichische Nationalbank

Speech

Claudio Borio
Head of the Monetary and Economic Department, BIS

SPEAKERS

DAY 1  I  5 SEPTEMBER MORNING
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10:40 to 12:15

Ten years after Lehman: are the EU and global  
financial systems safer? 

KLIMT ROOM

Ten years have passed since the onset of the worst financial crisis since the Great Depression. In 2009, the G20 
launched a comprehensive programme of reforms, coordinated through the Financial Stability Board (FSB) in order 
to increase the resilience of the global financial system while preserving its open and integrated structure based on 
internationally accepted rules.
The objective of this exchange of views is to identify the main vulnerabilities that may still affect the resilience of the 
global and EU financial systems and to assess whether the post crisis regulatory reforms are able to mitigate them, 
given that, compared with the pre-crisis situation, the room for supportive monetary and fiscal policies has narrowed 
considerably taking into account the global and EU high level of indebtedness and very low interest rates in Europe 
in particular. 
Speakers will also be invited to discuss the remaining challenges regarding macro prudential frameworks. This 
opening session will also focus on the economic merits of bank based versus market based financing in terms of 
resilience to systemic risk by assessing the economic and financial effects of the propagation of a financial crisis.

Chair
John Berrigan
Deputy Director-General DG FISMA,  
European Commission

Public Authorities

Ryozo Himino
Vice Minister for International Affairs,  
Financial Services Agency, Japan
Ewald Nowotny
Governor, Oesterreichische Nationalbank
Peter Praet
Member of the Executive Board, ECB
Sam Woods
Deputy Governor, Bank of England

Industry Representatives

Isabelle Mateos y Lago
Chief Multi-Asset Strategist, BlackRock
Markus Ronner
Group Managing Director, Head Group Regulatory  
and Governance, UBS Group AG
Johann Strobl
Chief Executive Officer, Raiffeisen Bank International
José Viñals
Group Chairman, Standard Chartered Bank

SPEAKERS POINTS OF DISCUSSION

10 years after the beginning of the 2008 financial 
crisis, leverage in the global economy has considerably 
increased: what are the consequences and related 
threats for the international financial system? Is 
the post – crisis regulatory framework capable of 
mitigating the vulnerabilities of the global and EU 
financial systems?

What are the remaining challenges regarding 
macroprudential frameworks?

Following these G20 programme reforms, bank 
lending to the economy declined to more sustainable 
levels than in the pre-crisis period. In addition, the 
risks associated with bank failures are now more 
directly shouldered by investors and savers and not 
by tax payers. In such a context, how would a large 
negative economic or financial shock be expected to 
propagate through the economic and financial system 
when compared to the pre-crisis situation where banks 
were less resilient and the holders of bank liabilities 
less exposed? 
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Ten years have passed since the onset of the worst 
financial crisis since the Great Depression. Since then, 
historically low, even negative, interest rates and 
unprecedentedly large central bank balance sheets have 
provided important support for the global economy. But 
lasting very low interest rates have triggered a continuous 
rise in the global stock of debt, private and public, in 
relation to GDP. The last financial crisis was produced 
by rapid leveraging, particularly in the US but current 
global leveraging is moving faster than during the pre-
crisis period. Financial conditions are easier than before 
the Great Financial Crisis (GFC), when many investors, 
households, corporations and sovereigns were caught 
out in the rain with no umbrella. And there is no denying 
that the room for manoeuvre in terms of monetary 
and fiscal policies is narrower today than at that time. 
Given how much levels of debt have risen over the decade, 
risks ahead are material 

Global debt is at historic highs, reaching the record 
peak of US$164 trillion in 2016, equivalent to 225 percent of 
global GDP. The world is now 12 percent of GDP deeper in 
debt than the previous peak in 2009. 

The continuous accumulation of debt is worrying for 
at least two reasons. First, the higher the debt, the more 
sensitive the economy and financial valuations are to 
higher interest rates. This, in turn, makes it more difficult 
to raise them, favouring further debt accumulation – a 
kind of “debt trap”. Second, higher debt – private and 
public – narrows the room for policy manoeuvre to address 
any downturn. 

Experience shows that in a cyclical upward 
episode, it is wise to raise interest rate in order to 
create margins in order to reduce them when the next  
recession comes.

High sovereign, corporate and household debt levels in 
many parts of the world could expose the financial system 
to market losses, rising credit defaults and increased 
rollover risk as monetary conditions tighten.
Considerable progress was achieved over the last decade 
in strengthening the resilience of the financial system 

The post crisis financial reforms, not least Basel III 
and the implementation of macro prudential frameworks 
have bolstered the financial system. Banks are now 
better capitalised, more resilient and better able to 
cope with financial instability. Other reforms, such as 
minimum requirements for global systemically important 
banks’ (G-SIBs’) total loss-absorbing capacity, enhanced 
bank resolution regimes and the central clearing of all 
standardised derivatives contracts, are being implemented 
in parallel.

Non-bank institutional asset managers, ranging from 
investment management companies to pension funds and 
insurers have grown strongly over the past decade. Their 
total assets are estimated at nearly $ 160 trillion according to 
the BIS, exceeding those of banks worldwide. Certain asset 
management products and activities may create potential 
financial stability risks particularly in the area of liquidity 
and redemption, leverage, operational functions, securities 
lending, and resolvability and transition planning. Many of 
these risks are now mitigated by funds legislation notably 
in the EU. 
Using macroprudential tools to reduce systemic risk 
where financial vulnerabilities are building up

Macroprudential frameworks have become a key new 
element of the post-crisis financial reforms designed to 

ensure financial stability. This is important because the 
Great Financial Crisis (GFC) and previous crises have 
shown that vulnerabilities may build up across the system 
even though individual institutions may look stable on a 
standalone basis. 

Progress has been made in their implementation. But 
more must to be done: to better identify risks and calibrate 
the tools; to develop tools that target the non-bank 
sector; and to implement mechanisms to address cross- 
country leakages. 

To deal effectively with systemic risks stemming from 
asset management funds and other institutional investors, 
close cooperation among the various authorities involved 
is crucial: central banks, bank regulators, insurance 
regulators and securities regulators. 
Monetary policy normalization is essential

Monetary policy normalization is essential in rebuilding 
policy space. It can create room for countercyclical 
policy, help reduce the risk of the emergence of financial 
vulnerabilities, and contribute to restraining debt 
accumulation. 
Normalization raises a big issue in the Eurozone: the one of 
public debt and finance

Public debt remains very high at around 90% of GDP 
in the euro area. Some core countries of the euro area are 
still running substantial primary fiscal deficits. Therefore 
if and when monetary policy becomes less accommodative 
and interest rates rise, the cost of a public financing of the 
Eurozone will feel strong pressure as well as a significant 
impact on budgetary outlays. 

The time provided to European Governments by the 
massive fall in interest rates (that has reduced to a minimum 
the debt service burden of these States), has not been 
sufficiently used to start meaningful structural reforms 
that are needed to achieve the reduction of excessively 
high public expenditures and to revitalize the supply side. 
In essence, the ECB’s understandable interventions in 
the government bond markets have pari passu weakened 
market pressure and discipline on governments. 
Too much responsibility may have been put on the shoulders 
of Central Bankers over the years

One reason for the current vulnerabilities is that 
central banks have had to bear the burden of the post-
crisis recovery. In the old days, Central Banks used to 
fight against inflation by raising short term interest rates  
and monitoring credit expansion. Today they have 
become quasi responsible for the whole outcome of  
economic cycles. 

Their core mission is to ensure maximum growth over 
the cycle by forcing long term rates to fall, and remain 
low. This has enticed the ECB into hyperactive monetary 
policies. Such policies – whatever their short term 
advantages – can bear long term costs that could be very 
significant, notably concerning the stability of financial 
markets as well as on the profitability of the banking 
sector. The longer the period of exceptionally low rates, the 
stronger the impact on interest rate margins. 

The time has come to overhaul such policies and to 
correct the mistaken view that money creation can, by 
itself, resolve structural economic problems which can 
only be addressed by structural reforms. Public debt will 
fall much faster if growth – boosted by such reforms – is 
higher than the present forecasts.

BACKGROUND PREPARED BY EUROFI
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13:00 to 13:45

Exchange of views: What measures are necessary to  
increase long-term institutional investment in the EU? 

KLIMT ROOM

This exchange of views in intended to outline the main impacts of long term investment strategies of institutional 
investors, comment on their current related trends, and finally sort out what could be the main impediments faced 
by institutional investors to adequately contribute to the financing of long term investment needs of EU economies 
in order to better identify a possible political agenda in this respect. 
Indeed, institutional investors among which figure insurance companies, are essential financing suppliers for the 
economy notably regarding long term financing the needs of which are huge notably in the context of the transition 
toward more sustainable economies. In addition, further deleveraging the economies suggest developing equities 
notably for financial stability reasons.
However, in the context of the recent financial crisis and the current macroeconomic conditions (ever increasing 
private and public indebtedness, normalisation of monetary policies, political uncertainty, ageing population, etc.) 
the risk appetites of insurers and pension funds are diversifying. Solvency regulations and accounting standards also 
influence institutional investors investment strategies. 

Chair
David Wright
President, EUROFI

Discussants

Andreas Brandstetter
Chief Executive Officer, Uniqa & Insurance Europe
Denis Duverne
Chairman of the Board of Directors, AXA
Hartwig Löger
Federal Minister of Finance, Austria

SPEAKERS POINTS OF DISCUSSION

What are the main impacts in terms of financial 
stability, economic resilience sustainable growth, 
innovation, sustainability challenges… of long term 
investment strategies of insurance undertakings?

How have insurer portfolio investment strategies 
evolved recently in the EU and globally? What are the 
main investment drivers for insurance undertakings, 
stemming from both the economic and monetary 
context as well as the size of the companies?

What have been the positive and negative influences 
of the recent accounting standards and solvency 
regulations, on the evolutions of these strategies in 
different geographic areas and in the EU? 

What are the main impediments faced by Pension 
funds and Insurance Companies to further favour 
long-term investments in the EU? What should be 
the regulatory and accounting standards priority 
evolutions envisaged in the EU? 
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Institutional investors among which figure insurance 
companies, are essential financing suppliers for the economy 
notably regarding long term financing. Total investment by 
insurers represents (2014) around USD 150bn in Americas, USD 
140bn in Asia and USD 125bn in EU, EEA and Switzerland.

 In 2016 the OECD started its report on “The evolution 
of insurer portfolio investment strategies” by stating that 
“the potential role that insurers, particularly life insurers and 
pension funds, can play as long-term institutional investors 
and how this role develops will, in the long run, affect how the 
economy obtains financing for their investments and ultimately 
lead to the growth of the real economy.”

The charts in the study, show large similarities in investment 
policies in the EU and in the Americas (listed equities 5%, loans 
15% in the EU and 20% in the US, fixed income 70% in the EU 
over 70Ù in the US). However, important differences exist 
regarding certain asset classes: equity investment is important 
in the US but is mainly driven by pension funds, with a higher 
share in insurers’ portfolios in the Americas of corporate issued 
debt, non-listed infrastructure equity or asset and mortgage 
backed securities than in the EU. 

Yet the statement of the OECD raises many more specific 
questions regarding possible investment policy evolutions, such 
as whether insurers should foster their investment in equities, 
should changes in the share of debt issued by the private 
sector vs. public debt be envisaged, is the current involvement 
of insurers in securitisation and infrastructure financing 
appropriate…? 

It is in this context that one has to consider an essential 
working strand “Investing for long term, infrastructure, and 
sustainable investment”, included in the Capital Markets Union 
European Commission action plan, since it may influence EU 
investment policies.

Indeed, under this strand the Commission notably  
has already:
-   Amended Solvency II on infrastructure projects (the creation 

of an asset class calibration of risk charges for infrastructure 
corporates);

-   Amended Solvency II regarding the prudential treatment of 
private equity and privately placed corporate debt;

-   In May 2018 adopted legislative proposals on sustainable 
finance which notably targeted the mainstreaming 
of sustainability into risk management and fostering 
transparency.

In addition, the EU commission is also assessing the drivers 
of equity investments by insurance companies and pension 
funds (Study launched in December 2017), and whether the 
accounting treatment of equity instruments in IFRS 9 is 
sufficiently conducive to long term financing. 

Indeed, beyond targeted recalibrations of solvency 
regulations, addressing the long term investment challenge 
might also require additional in depth evolutions. Let us quote 
Jacques de Larosière “Life Insurance and pension organizations 
have long-term liabilities (20 to 30 years). It would therefore be 
natural for the assets held by these organizations to have long 
average duration, in order to match with these liabilities. But it 
is on this point that the rules enacted, and in particular that of 
“full fair value” and the perspective of the potential liquidation 
of the insurance organisation within a short horizon, have 
deviated from the simplicity of this optimal balance between 
assets and liabilities. 

Consequently, accounting standards consider the assets 
of life insurance and pension funds’ balance sheets separately 
from the liabilities. 

In addition, by imposing higher – and eventually 
discouraging - capital constraints, solvency regulations require 
compensation for the higher volatility of the assets held, 
although most of this volatility is specific to short term market 

risks to which life insurance and pension organisations are 
hardly exposed. 

Furthermore, as long as one considers that the solvency of 
an institution providing long term guarantees must be judged 
upon the probability of its one-year liquidation, one runs two 
risks. The first is to align these companies on a (short-term) time 
horizon. The second risk is to prevent these companies from 
holding long assets, particularly in the form of shares, which 
are inappropriate with the permanent short-term liquidation 
perspective imposed by the regulation. Finally, under these 
conditions, one of the essential providers of equity and long-term 
financing of the economy will tend to wane. Yet it was the lack 
of equity that was at the root of the excesses observed during the  
financial crisis.

These reflections also have important stability implications. 
It is worth alluding in this respect to the ECB  that is encouraging 
“initiatives to further develop equity markets” as they “would 
promise to significantly foster innovation, growth and cross-
country risk sharing in the euro area” because “growth is 
fostered not only by both bank and equity financing, but also 
by the “financial structure”, i.e. the ratio of equity market 
capitalisation to bank credit”. This is particularly essential for 
innovative growth-industries. 

The Central Bank also stresses that “the composition of 
international asset holdings appears to have an important 
impact on the extent to which financial integration can 
withstand shocks (the “resilience” of integration) and suggests 
consequently looking at securities market according to various 
angles and notably the type of financial instruments used (debt 
or equity) and the investment horizon (short-term or long-term).

However, other factors are in play when it comes to 
investment behaviours. 

In response to the recent financial crisis and the current 
macroeconomic conditions, the risk appetites of insurers and 
pension funds are diversifying. In searching for higher yields, 
some fund managers have opted for “re-risking” strategies by 
investing in alternative assets (illiquid assets) or in emerging 
markets. Others have chosen “de-risking” strategies by investing 
in shorter-term assets so as to cope with changing regulation. 

In addition, since large insurers hold relatively more 
diversified insurance and investment products, they have 
greater latitude to invest in assets or underwrite obligations, 
which could otherwise be considered risky on a stand- 
alone basis.

In this complex context, an effective EU level policy should 
be underpinned by further clarity regarding:
-   The stakes related to the definition of long term investment 

strategies both for Insurance companies and for the EU 
economy;

-   The specificities of actual investment strategies of EU 
insurance undertakings;

-   Whether Institutional investors investment strategies are 
evolving over time and fit with EU economic challenges, 
outlining, as an essential aside, possible regional impediments 
and the different drivers for differentiated investment 
strategies; 

-   Whether the bulk of regulatory evolutions underway (among 
which figure those listed above) are up to EU long-term 
investment ambitions;

-   Whether the one-year horizon which underpins the EU 
insurance solvency regime is unduly influencing insurance 
groups’ approach and their long term role, despite notably the 
introduction of the so called long term guarantees package;

-   Whether the evolutions undertaken notably by the IASB, to 
better account for business model specificities in regulation 
and accounting standards go far enough;

-   The possible regulatory priorities which should contribute to 
improve the situation.

BACKGROUND PREPARED BY EUROFI
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13:45 to 14:15

Restoring capital mobility in the euro area

KLIMT ROOM

Since 2014, Member States have improved their fiscal position. All the countries – except France – have swung from 
current account deficits to a balance or event surplus and the Banking Union has been implemented. However capital 
mobility in the euro area has disappeared since the 2011-2012 sovereign debt crisis and savings no longer flow from the 
high per capita capital countries to the low per capita capital countries.
The objective of this exchange of views is to discuss the actions required to restore capital mobility between the 
countries of the euro area.
This panel will not cover the Capital Market Union or Fiscal Union issues but will focus more on the priorities required 
to progress in cross-border risk sharing via the Banking Union. 
Speakers will be invited notably to express their views on the actions required to achieve symmetrical adjustments 
in countries with large current account imbalances in the euro area and on the conditions needed to suppress the 
disincentives to the emergence transnational banking groups.

Chair
Peter Praet
Member of the Executive Board, ECB

Public Authorities

Levin Holle
Director General, Financial Markets Policy,  
Federal Ministry of Finance, Germany 
Ludek Niedermayer
MEP, ECON Committee, European Parliament
Mahmood Pradhan
Deputy Director, European Department, IMF

Industry Representative 

Jean Lemierre
Chairman, BNP Paribas

SPEAKERS POINTS OF DISCUSSION

How to explain the reduction of cross-border capital 
flows in the Eurozone since the sovereign debt 
crisis despite the creation of the Banking Union, the 
improvement of the fiscal position and the rebalance 
of the current account of most countries of the euro 
area and excess savings in certain EU countries? 

What are the priorities required for progressing in 
cross-border private risk sharing in the Banking 
Union? How to explain the low level of cross-border 
consolidation in the euro area? What steps can we 
expect towards effectively integrated pan European 
Banking groups? 
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During the decade from 2000 to 2010, there was a high level 
of capital mobility within the Eurozone but it mostly resulted 
from inter-bank funding which supported the financing of 
inefficient investments (e.g. in real state bubbles, sub-optimal 
business ventures and infrastructure projects notably in Spain, 
Italy, Portugal, Ireland and Greece) and which contributed to 
massive current account deficits. The 2011-2013 sovereign debt 
crisis halted the circulation of capital flows around Eurozone 
and EU countries. 

Since then, financial flows between the Eurozone countries 
have declined; there has been a fall in cross-border loans in 
the euro area . The share of the government bonds held by 
non-residents has dropped. Investors’ and banks’ portfolios 
have increasingly became national following the sovereign  
debt crisis.

Member States with excess savings (Germany and the 
Netherlands in particular) no longer finance investment 
projects in lower per-capita-capital countries (Spain, Italy, 
Portugal, Greece). Indeed the euro area exhibits from a savings 
surplus of more than €300 billion or 3,5% of GDP in 2017, 
which is no longer being lent to the other euro-area countries 
but to the rest of the world excluding the euro area. 

Developing cross-border financial flows within the 
euro area is essential. The true objective of a currency area 
is that savings should flow to finance the most productive 
investments throughout the currency area. Indeed in a 
monetary union, the elimination of currency risk allows 
savings from the countries that have a high level of per capita 
capital (Germany, Netherlands, France) to finance investment 
in the countries with lower per capita capital and higher 
marginal productivity of capital (for example Spain, Italy, 
Portugal). Income convergence therefore normally stems from 
the transfer of savings from high per capita income countries 
to low per capita income countries. But, as mentioned above, 
these transfers disappeared in 2008-2010.

The fact that Germany’s and the Netherlands’ external 
surpluses are no longer lent to the other euro-zone countries 
reduces the capacity of peripheral countries to invest as well 
as their potential growth, and increases the per capita income 
heterogeneity in the euro area.

Symmetric economic adjustment in countries with large 
current account imbalances would significantly contribute 
to restore capital mobility in the euro area

Symmetric economic adjustment in countries with 
large current account imbalances is a prerequisite for 
restoring capital mobility in the euro area and achieving 
a durable rebalancing in the euro area. The pattern of euro 
area rebalancing that predominantly relies on “adjustment 
in weaker countries” is not sustainable either politically or 
economically. Lack of solidarity and an unjustified mistrust 
towards countries with lower productivity will indeed feed 
populism in Europe and undermine the cohesion of the 
euro area. In addition, lasting and excessive current account 
surpluses are not sustainable within a monetary union 
because they result in effect in creating currency advantages 
for the best performing countries. This is true also at the 
international level, as illustrated by the recent complaints of 
the US administration. Symmetric economic adjustment both 
in deficit and surplus countries is therefore a prerequisite for a 
durable rebalancing in the euro area.

We should not forget that countries with persistent 
current account surpluses are receiving a significant currency 
subsidy.  It is estimated  that Germany’s exchange rate is 20 % 
undervalued (in terms of real effective exchange rate towards 
the euro area); its correction would imply arithmetically a 2% 
annual inflation rate in Germany and a 0% inflation in the 
other countries for a decade, which would be unrealistic and 
probably misconceived. 

This is not a matter of fiscal redistribution or a “union of 
transfers”, but of correcting a “fundamental imbalance” which 
jeopardises the survival of the euro area  and threatens the 
functioning of the international financial system.

The proposal for a European savings-investment Fund

The proposal for a European savings- Investment Fund 
made to reinstate this capital mobility between countries in 
the Eurozone also needs to be taken up. This Fund would offer 
long maturity savings bonds to euro area households and life 
insurance companies with a guaranteed minimum rate of 
return over the holding period. Public domestic Development 
Banks would guarantee the minimum interest rate and the 
redemption of these savings bonds would provide that these 
savings are held for a sufficiently long period of time (e.g. until 
the retirement of the saver) and are invested in diversified 
portfolios mostly in euro equities.

The completion of financial integration

Encouraging an active banking and capital market in 
Europe whereby the North’s surplus savings could find their 
way to invest in the South, is essential. This push of capital 
mobility will of course not bear fruit unless the ecosystem 
is conducive, especially as regards the training and skills of 
young people and the development of innovation and new 
technologies in the South in particular.

By contrast in the US, it is the private market flows that take 
care of some 80% of the adjustment in case of asymmetrical 
shocks while fiscal federal transfers are very limited, less than 
20%. This is why the Banking Union needs to be optimised and 
the so called “Capital Markets Union” should be concretely 
worked on.

It is of paramount importance for public decision-makers 
to strengthen the Banking Union by setting up a meaningful 
backstop to the Resolution Fund and addressing the concerns 
of host countries regarding the EU crisis management 
framework in order to eliminate the present ring fencing of 
capital, liquidity and bailinable liabilities which is hindering 
the operation of true transnational banking groups in the 
Union. Given the high degree of banking intermediation in 
Europe, compared to other jurisdictions around the world, 
striving for a smoother movement of capital and liquidity, 
across EU countries, is essential.

The Eurofi paper on “Optimizing the Banking Union” 
describes two conditions to allow capital, liquidity and bail 
in instruments to be defined only at the consolidated level 
(abandonment of the solo approach).

In order to reassure local supervisors, European 
transnational banking groups that wish to operate in 
an integrated way need to commit to providing credible 
guarantees to each subsidiary located in the euro area in case of 
difficulty and before a possible resolution situation (“outright 
group support”). This group support should be based on EU 
law and enforced by EU authorities. 

In addition if the group was to go into liquidation (and not 
only local subsidiaries), a European approach to liquidation of 
these transnational banking groups is also required.  Indeed 
despite the fact that these transnational banking groups 
are supervised at the EU level and that the impacts of this 
liquidation would impact the whole euro area, the liquidation 
is still managed at the national level (entity by entity) and this 
can require public money from the Member State. A common 
liquidation regime for these banking groups should ensure 
an equal treatment of creditors of the same rank within 
the group and to address the possible costs at the EU level. 
In an interim stage however, a solution would be to extend 
to subsidiaries the liquidation approach currently used for 
branches, whereby resolution is managed under the regime of 
the parent company. This would allow all the subsidiaries of 
the Group to be treated under the same liquidation regime. 
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14:15 to 15:30

Resolution of banking groups at the EU level

KLIMT ROOM

Despite the implementation of the Single Supervisory Mechanism (SSM) and the Single Resolution Mechanism 
(SRM), the distinction between home and host supervisors and the “national bias” still exists for banks operating 
across borders in the euro area. Indeed ring-fencing policies of capital and liquidity clearly distort the functioning 
of free banking markets, fragment them and impede the restructuring of the banking sector. This preference for 
decentralized buffers reflects an awareness that most of the costs of imprudent bank risk taking and banking failure 
remains national. The Banking Union is therefore not a reality. The Banking Union is a source of costs for significant 
supervised entities as well as their contribution to the Single Resolution Fund, their internal loss absorbing capacity 
(iMREL), and additional compliance costs, but has not yet produced beneficial effects on banking integration.
Adjustments to the resolution and crisis management framework are needed to achieve a unified, transparent 
and predictable resolution regime: national bank insolvency rules are too fragmented, burden sharing rules too 
inconsistent and resolution-liquidity arrangements too dependent on Single Resolution Fund resources. 
Beyond the backstop to Single Resolution Fund, a single liquidity provision scheme implemented by the Eurosystem 
and compliant with EU monetary policy rules could provide liquidity to the banks whose financial situation has been 
restored following the resolution process.
The objectives of this session are to assess the concerns of host countries regarding the EU crisis management 
framework and which may explain the lack of confidence of Member States vis a vis the SSM and the SRM and 
suggest a possible way forward to address them in order to eliminate the current ring-fencing policies and suppress 
the current regulatory disincentives to cross-border banking consolidation.
Speakers will also be invited in particular to explain the implications raised by the absence of credible guarantees 
from the parent company to its subsidiaries located in the euro area in case of difficulty and by the lack of a single 
liquidation regime in the EU for transnational banking groups.

Chair
Andrea Enria
Chairperson, EBA

Public Authorities

Edouard Fernandez-Bollo
Secretary General, ACPR
Elke König
Chair, SRB
Klaus Kumpfmüller
Executive Director, Austrian FMA

Industry Representatives

Wilson Ervin
Vice Chairman, Group Executive Office, Credit Suisse
Alain Laurin
Associate Managing Director, Financial Institutions 
Moody’s Investors Service
Mark Venus
Head of Recovery and Resolution Planning,  
BNP Paribas

SPEAKERS POINTS OF DISCUSSION

What are the main factors related to resolution and 
liquidation which explain the lack of confidence 
of Member States regarding an effective European 
approach to banking regulation and supervision? 

How can we respond to these concerns? What are 
the priorities in terms of resolution and liquidation 
when considering the banking groups of the Eurozone 
as unique entities and not as a sum of separate 
subsidiaries? 
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The EU banking regulatory framework does not consider 
in practice transnational EU banking groups of the euro area as 
unique entities but as a sum of separate subsidiaries (“the solo 
approach”). This issue creates fragmentation within the Banking 
Union, hinders cross-border consolidation and reduces potential 
for additional private risk sharing via the banking channel. 
Addressing the concerns of “Host countries”, which explain this 
situation is urgently needed for reaping all the benefits of the 
Banking Union.

Concerns of host countries in the effectiveness of EU crisis 
management tools

Many Member States (Belgium, Luxembourg, Baltic States, 
Finland, Slovakia, Poland, Hungary, etc.) are dependent on Euro-
zone banks situated in other Member States (Austria, France, It-
aly, Germany, etc.) for the financing of their economies; They are 
not inclined to move towards a more integrated management of 
capital and liquidity at banking group level, despite the common 
supervision of Eurozone banking groups. 

This is because they are concerned by the impact that the 
possible failure of one of these financial transnational groups 
might have on their depositors and on their economies, and by 
the fact that these impacts would have to be addressed entity by 
entity domestically. 

Three main factors explain these concerns (aggravated by 
the slow resolution of NPLs in some jurisdictions and persistent 
economic imbalances):

The availability of group financial support to a failing subsidiary is 
not guaranteed but conditional in case of bank failure according to 
the rules of the BRRD

Article 23 of BRRD, for instance, limits the application 
of group support to cases that do not represent a risk for the 
whole group. Consequently, host countries fear that if local 
subsidiary records significant losses, the parent company may 
let it fail, which leads them to pre-emptively increase the capital 
requirements of local subsidiaries and to ring-fence liquidity and 
capital.

In addition, the treatment of certain subsidiaries in living 
wills may be insufficiently specific even though they are 
locally systemic. The living wills of banking groups sometimes 
do not describe the treatment of some local subsidiaries 
given their limited size compared to the size of the group 
although they are locally systemic. This increases uncertainty 
regarding the handling of a possible resolution and encourages  
solo approaches.

No rule currently prevents liquidity from being abusively removed 
from a foreign subsidiary by the parent company prior to resolution

Host countries fear that in the final stages before resolution, 
all or part of the liquidity of local subsidiaries situated in their 
jurisdiction may be transferred to a failing foreign parent or sis-
ter company to ease liquidity shortages, leaving the former sub-
sidiaries as “non-preferred creditors” of the entity in resolution. 
Such a practice would improve the net assets of the parent/sister 
company, and benefit its creditors while deteriorating the situa-
tion of the creditors of the subsidiary.

Although the Single Point of Entry (SPE) Resolution ap-
proach was specifically designed to ensure a transmission of 
losses to parent resolution entities, host countries fear that 
it may not provide, in all foreseeable circumstances, a com-
plete mitigation of the risk of contagion from foreign parent or  
sister companies. 

The treatment of bank failures at the EU level is not sufficiently 
harmonized and predictable, meaning that the same types of 
creditors of different subsidiaries may be treated differently across 
the Eurozone

Firstly, liquidation is implemented at entity level and follows 
domestic insolvency laws for part of the creditors. As a result, 
the treatment of liquidation may differ across the subsidiaries 

of trans-national banking groups. Indeed resolution is current-
ly organized at the European level, while the calculation of the 
counterfactual underlying the NCWO safeguard can generate 
very different results across different Member States.

Secondly, the treatment of bank failures at the EU level is not 
sufficiently predictable. The decision to resolve (governed by EU 
rules) or to liquidate (regulated by national insolvency laws) relies 
on the SRB’s assessment (at EU level) of whether public interest is 
at stake, which depends on whether the functions performed by 
the failing bank are critical and whether the failure has a signifi-
cant adverse impact on financial stability. 

In addition, the notion of public interest produces different 
outcomes depending on the level of the jurisdiction – (i.e. 
European, national, regional) – for similar banks. For example, 
in the case of the liquidation of the two Venetian banks the 
SRB stated that there was no public interest that could trigger 
resolution but the Italian national authorities considered that 
there was sufficient public interest to justify their intervention. 
Consequently, BRRD bail-in rules were not enforced, the Italian 
government made available 17 billion euros, and creditors were 
“in fine” better off than in a resolution which would have entailed 
a more stringent bail-in of creditors than this liquidation. 

A more integrated approach to resolution and liquidation is 
needed for reaping all the benefits of the Banking Union

Developing private risk sharing through banking activities 
within the euro area requires that the financing activities of 
transnational banks take place across jurisdictions. Thus cap-
ital and liquidity should circulate freely within these banking 
groups. For this to be possible, i.e. addressing the three factors 
mentioned above, these groups have to be treated in practice as 
a single entity from operational, regulatory, supervisory and liq-
uidation perspective.

EDIS and the backstop for the Single Resolution Fund would 
strengthen the credibility of the crisis management framework 
but would not address the current fragmentation issues in the 
EU banking markets. 

In order to reassure local supervisors, European transnation-
al banking groups that wish to operate in an integrated way need 
to commit to providing credible guarantees to each subsidiary 
located in the euro area in case of difficulty and before a possible 
resolution situation (“outright group support”).  This “outright 
group support” would consist of mobilizing the own funds of 
the Group to support any difficulties of a subsidiary located in 
the euro area. Since the level of own funds and the creation of 
MRELs have considerably increased the solvency of EU bank-
ing groups, they should be able to face up any difficulty of their 
subsidiary located in the euro area. This group support should 
be based on EU law and enforced by EU authorities. This com-
mitment is the key condition for these banking groups to define 
prudential requirements at the consolidated level.

In addition if the group was to go into liquidation (and not 
only local subsidiaries), a European approach to liquidation of 
these transnational banking groups is also required. Indeed de-
spite these transnational banking groups are supervised at the 
EU level and that the impacts of this liquidation would impact 
the whole euro area, the liquidation is still managed at the na-
tional level (entity by entity) and this can require public money of 
the Member State. A common liquidation regime for these bank-
ing groups should ensure an equal treatment of creditors of the 
same rank within the group and to address the possible costs at 
the EU level. 

These are the two conditions for the abandonment of the 
“national and solo approach”.
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14:15 to 15:30

Insurance comprehensive  
risk framework

BRUCKNER ROOM

The session is aimed at summarising the main systemicity challenges the IAIS is trying to address and at outlining the 
desirable features of an activities-based approach in the context of the global systemic risk framework for insurance 
undertakings and existing regional insurance regulatory frameworks. 
The session is an informal contribution to the additional public consultation the IAIS has planned to launch by the 
end of 2018, on possible proposals incorporating the comments it received on its interim public consultation and 
after completing further work on the development of policy measures to address potential systemically risky activities 
in the insurance sector and reviewing its assessment methodology for the identification of Global Systemically 
Important Insurers (G-SIIs). 

Chair
Gabriel Bernardino
Chair, EIOPA

Public Authorities

Frank Grund
Chief Executive Director, Insurance and Pension Funds 
Supervision, BaFin
Julie Mix McPeak
Commissioner, NAIC
Martin Merlin
Director, Regulation and Prudential Supervision of 
Financial Institutions, DG FISMA, European Commission
Victoria Saporta
Executive Director, Prudential Policy Directorate, Bank 
of England & Chair of the Executive Committee, IAIS

Industry Representatives

Jad Ariss
Group Head of Public Affairs & Corporate Responsibility, 
AXA Group
Joseph Engelhard
Senior Vice President, Head of Regulatory Policy 
Group, Global Government Affairs, MetLife, Inc.
Edite Ligere
Barrister, Global Government Relations, AIG

SPEAKERS POINTS OF DISCUSSION

What is the actual probability and magnitude of 
potential “tsunami” and “domino” effects? How a risk 
stemming from relevant “activities” would actually be 
transmitted to the wider global financial system? In 
this context what are the challenges faced to define 
if necessary an adequate quantitative approach at the 
level of an “Activity”?

What is the likely scope of implementation of the 
ABA and related measures (different types of IAIGs 
impacted, possible approach for smaller insurance 
companies in the EU, consistency of Bank, Asset 
Management, Insurance companies and NBNI 
systemic frameworks, etc.)? Is the ABA expected to 
address both “domino” and “tsunami” types of risk? 
Is a separate entity-based methodology becoming 
redundant? 

At this stage what are the policy measures envisaged 
in the activity based approach in the areas of 
risk management, preventative actions, liquidity 
arrangements and loss absorbency measures? What 
is the expected implementation timing and related 
challenges in the global context? What would be 
envisaged in the EU in the context of the revision of 
the long-term package pf Solvency II?
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15:30 to 16:30

Benefits and risks of market based finance  
activities and ETFs

KLIMT ROOM

This session will discuss the benefits and possible risks of market-based finance, in particular ETFs, and whether any 
additional measures are needed to support the appropriate development of these activities and address the related 
risks. The panel will also assess whether the macro dimension of the current EU market-based finance framework 
needs enhancing in order to better tackle potential systemic risks.
The strong growth of market-based finance activities and notably of the asset management sector over the past 
decade has greatly contributed to diversifying financing sources and improving the efficiency and resilience of the 
financial system, in line with CMU objectives. This growth is expected to continue in an environment of low interest 
rates and with balance sheet constraints impacting banks. 
Authorities have emphasized the need to monitor potential systemic risks associated with the growth of these 
activities and particularly those related to contagion risks if market participants suddenly withdraw. The risks at 
product level due to liquidity mismatches and leverage, are already addressed by EU legislations (UCITS, AIFMD, 
MMFR, SFTR) and domestic liquidity management tools. At the global level, new guidelines have been introduced 
by the FSB to address financial stability risks from market-based finance activities that IOSCO is in the process of 
further elaborating. In addition the ESRB underlined in recommendations published in February 2018 the need 
to enhance the efficacy of existing EU rules from a macro-prudential perspective. On-going developments such as 
the growth of ETFs also need further assessing in terms of possible risks at the product and market levels, although 
regulators have so far considered that the potential risks they pose can be tackled with existing fund rules.

Chair
Francesco Mazzaferro
Head of the ESRB Secretariat, ESRB

Public Authorities

Natasha Cazenave
Managing Director, Policy and International  
Affairs Directorate, AMF
Martin Moloney
Special Advisor, Regulatory Policy,  
Central Bank of Ireland
Tajinder Singh
Deputy Secretary General, IOSCO

Industry Representatives

Noel Archard
Global Head of SPDR Product,  
State Street Global Advisors
Frédéric Bompaire
Head of Public Affairs, Finance and Strategy,  
Amundi Asset Management
Alexandra Richers
Managing Director, DekaBank Deutsche Girozentrale

SPEAKERS POINTS OF DISCUSSION

What are the main benefits associated with the growth 
of ETFs and how may such funds contribute to CMU 
objectives? Do ETFs create specific risks at the product 
or market-level and can they be mitigated with the 
existing EU and global fund frameworks?

Which vulnerabilities from market-based finance 
activities may remain to be addressed at product 
or system-wide level and are new risks emerging? 
Does the macro dimension of the risk management 
framework need enhancing at the EU and global levels 
and what should be the main focus of a possible future 
macroprudential framework for the market-based 
finance sector?



15:30 to 16:30

Data privacy: implications and challenges

BRUCKNER ROOM

A few months after the enforcement of the GDPR in the EU and while similar legislations are passed in other 
geographies (e.g. in June California passed a similar bill which will enter into effect in January 2020) the session is 
intended for assessing the challenges faced by financial institutions which result from rising data-related competition, 
as well as the anticipated evolutions and adaptation issues resulting from those recently adopted regulations, notably 
in terms of business models and evolution of financial services. 

Chair
Kay Swinburne
MEP & Vice-Chair, ECON Committee,  
European Parliament

Public Authorities

Andrea Jelinek
Head of Austria’s Data Protection Authority  
& Chair, EDPB
Eva Kaili
MEP, ITRE Committee, European Parliament
Sébastien Raspiller
Assistant Secretary, Ministry of Economy and Finance, 
France

Industry Representatives

Joe Cassidy
Partner, KPMG in the UK
Erlend Engh Brekke
Corporate Responsibility & Public Affairs Advisor, DNB
Diana Paredes
Chief Executive Officer & Co-founder, Suade
Charlotte Paterson
Head of Regulatory Risk Management EMEA, Swiss Re

SPEAKERS POINTS OF DISCUSSION

What are the positives and negatives of the provision 
of legal definitions to data privacy? What are the 
differences on the definition and constraints regarding 
data privacy globally? What issues does it raise (e.g. 
extraterritoriality, innovation, etc.)? How is the 
GDPR regarded globally? What is the expected role of 
Corporate Social Responsibility (CSR) teams beyond 
data privacy regulations? How is evolving the playing 
field notably between incumbents and BigTechs and 
the actual role of the GDPR in this respect? 

A few months after the enforcement of the GDPR 
in the EU what are the challenges brought about 
notably to financial intermediaries, by new regulations 
on data privacy? Is the financial profession already 
fully compliant in the EU? Is the portability of data 
effectively demanded by customers? What are the 
observed or anticipated impacts on the relationship 
between financial institutions and their customers? 
What are the operational challenges faced to deliver 
the “privacy by design (e.g. control of data processes, 
organisation and management challenges, etc.)? What 
are the possible evolution of the value proposition of 
financial institutions in this context? 
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Financial institutions are under pressure to keep up with 
digital transformation

Indeed, according to the BREACH LEVEL INDEX  
199,769 data are lost or stolen every hour, among which 
about 10% In the financial sphere in a context where data 
grows exponentially. Organizations must protect their 
customer’s personal information for reputational reasons 
and increasingly because when an organization is breached, 
it risks facing important regulatory penalties. All digital 
technologies are exposed but, the Internet of Things (IoT) 
is among the areas of critical vulnerability. Finally, human 
errors also significantly contribute to threatening data privacy 
and protection. 

Consequently, financial institutions must make 
investments in a number of key security technologies such 
as data archiving, backup, and redundant infrastructure, to 
ensure data is safeguarded and can be recovered and restored. 

In parallel, the GAFA (Google, Airbnb, Alibaba, Amazon, 
Apple, Facebook, LinkedIn, …) are transforming the digital 
banking landscape. With a huge pool of customer data 
collected through social media, mobile, customer purchase 
information, the GAFA have moved into financial services. 

Digital transformation requires financial institutions 
to provide valuable customer experiences and achieve 
economies of scale

In this context, since the rise of digital banking and the 
decline of the branch, relationships between bank provider 
and customer have weakened. At the same time demand 
for a personalised customer experience is high on the  
banking agenda. 

Banks must provide valuable customer experiences across 
the digital and physical environment going beyond customers’ 
accounts, building individualised offers and services, focus 
on evolving their business models and developing new  
revenue streams. 

Banks have already focused on improving the front-
end process. But they have now to optimise end to end 
capabilities to maintain their competitive differentiation and 
make products available immediately. In addition, services 
and related sources of revenues, may be better achieved 
through a third-party which means developing new forms  
of partnerships. 

At the same time, notably to achieve economies of scale 
and cost efficiency, banks should also offer white-label 
banking services through open APIs and new partnership 
models with innovative fintechs or working alongside GAFA. 

Finally, the key element is to effectively leverage consumers’ 
data which involves running Artificial Intelligence. 

Securing and leveraging larger volumes of sensitive 
information is one of the essential challenges 

In this context, for financial services companies, big 
data is both an opportunity and a threat since they face 
the challenges of securing and leveraging larger volumes of 
sensitive information but preserving their reputation and 
costumers’ confidence. 

This challenge is notably illustrated by the various 
existing or emerging data protection regulations e.g. PCI DSS, 
which relates to the management of customers’ payment card 
information (12 requirements for payment card processors, 
including firewalls and antivirus software, the encryption 
of cardholder data…). The European Union’s General Data 
Protection Regulation (GDPR) will fundamentally change 
how EU institutions operate. 

In June 2018 California lawmakers passed one of the 
toughest data privacy laws in the United States: the California 

Consumer Privacy Act of 2018 which is similar to Europe’s 
new GDPR protections. 

In most regulations, organisations must inform users 
how they collect and process their personal information and 
allow them to opt out from such processing. The regulation 
affects all organisations that process the data of EU citizens 
and residents, meaning that international companies are 
impacted as well. 

Beyond important managerial and technology challenges 
to be addressed, such evolutions provide an opportunity for 
companies notably financial ones, to distinguish themselves 
and to be more competitive by demonstrating and prominently 
advertising compliance with data privacy regulations. 

Data portability is an essential feature of data protection 
regulations

The effectiveness of the portability of data introduced 
by the GDPR is an essential issue. Data portability creates an 
opportunity to develop services and to increase the awareness 
of citizens regarding the value of their data, namely that 
it is their data and they can use it to fulfil their needs with 
different actors. Interesting portability initiatives have been 
observed around the world, such as the ‘blue button’ in the 
United States that allows patients to transfer their data from 
one health institution to another. The ‘Rainbow Initiative’ 
in France aims at facilitating cross-sector portability which 
should help to improve and redefine services.

The challenge however is huge since despite increased 
awareness of data issues, people are not necessarily aware 
of what is acceptable in terms of the use of their personal 
data, nor are they necessarily aware of the value of that data. 
Consequently, whereas the GDPR strengthens the rights of 
individuals as far as the right to portability and the right to 
be forgotten are concerned, people have different opinions 
regarding their rights in terms of privacy.

Regulators are also faced with the challenge of adapting to 
a moving economy and technology

Regulators are thus challenged since striking the right 
balance between the effectiveness and stability of the rules 
and the need to adapt to a moving economy and technology, 
is difficult. Regulators have to anticipate the issues in order 
to protect customers and the favoured actors’ capability  
to innovate. 

Increasing progressively the consistency of data related 
regulations is also necessary. For example, the GDPR might 
require a company to ‘forget’ data that it may need to keep 
in order to comply with other regulations and laws. In 
particular, the requirement to maintain audit trails can result 
in a customer’s data being retained after that customer have 
asked to be ‘forgotten’. 

Another area for progress is facilitating consistently the 
portability of data. In the EU, while the payment service 
provider can access data of current accounts through 
standardised APIs, nothing concrete is at this stage envisaged 
to make effective the portability proposed by the GDPR. 
This is essential notably in order to balance the competition 
between the GAFAs which are lightly regulated, and financial 
institutions. 

The GDPR entails significant investment and adaptation 
efforts and public authorities need time to adapt their controls 
and to contend with interpretation issues. To this end, the 
G29, the organisation of public authorities in charge of the 
protection of privacy and data in Europe, has been asked to 
develop a common interpretation on data issues in order to 
strike the right balance between privacy and efficiency.
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16:45 to 18:10

Supervision of EU  
and third country CCPs

KLIMT ROOM

The objective of this session is to discuss the main pending issues regarding the proposals made for improving the 
supervision of EU and third-country CCPs, given the progress made in discussions with the Council.
The Commission published in June 2017 a proposal aiming to improve the cross-border supervision of CCPs 
operating in the EU and better address the financial stability implications of third-country (TC) CCPs handling 
significant volumes of clearing denominated in EU currencies. Proposals include providing ESMA and the relevant 
central banks of issue (CBIs) with a stronger role in the supervision of cross-border CCPs and creating a tiering 
system for TC CCPs according to their systemic implications for the EU. It has also been proposed that systemically 
important TC CCPs (Tier 2) would be subject to additional prudential requirements and ESMA’s oversight and that 
recognition could be denied to some TC CCPs deemed ‘substantially systemic’.
The Parliament report adopted in May 2018 further specifies the decisions that may be taken respectively by ESMA 
and the National Competent Autorities (NCAs) for EU CCPs and the involvement and powers of CBIs pertaining 
to monetary policy in the recognition and supervision of EU and TC CCPs. The report also recommends setting 
up an internal (rather than a separate) committee within ESMA to supervise CCPs. It moreover supports the use 
of an evidence-based decision-making process for evaluating the systemicity of TC CCPs and allows a denial of 
recognition for certain clearing services rather than the whole CCP. Outstanding issues relate more to EU CCPs and 
include the precise allocation of supervisory tasks and responsibilities between ESMA and the NCAs, the role of CCP 
colleges and also the precise calibration of the involvement and powers of CBIs, including the ECB.

Chair
Steven Maijoor
Chair, ESMA

Public Authorities

David Bailey
Executive Director, Financial Market Infrastructure, 
Financial Stability, Bank of England
Danuta Hübner
MEP, ECON Committee, European Parliament
Jochen Metzger
Director General, Payments and Settlement Systems, 
Deutsche Bundesbank
Paul Pitnik
Senior Legal Advisor, Legal Affairs of Banks and the 
Capital Market, Federal Ministry of Finance, Austria 
& Chair of the Council Working Group on EMIR CCP 
Supervision
 
Industry Representatives

Laurence Caron-Habib
Head of Public Affairs, Strategy and CSR,  
BNP Paribas Securities Services
Finbarr Hutcheson
President, ICE Clear Europe
Daniel Maguire
Chief Executive Officer, LCH Group
Erik Tim Müller
Chief Executive Officer, Eurex Clearing AG

SPEAKERS POINTS OF DISCUSSION

What are the main remaining issues to be further 
assessed and decided regarding the supervision of EU 
CCPs? How should supervisory tasks and decision-
making powers be defined and allocated in order 
to ensure the safety of cross-border EU CCPs both 
in normal times and in times of crisis? What needs 
further clarifying regarding the role of CBIs?

What are the main pending questions and issues 
regarding the supervision of cross-border third-
country CCPs that may have a systemic importance for 
the EU (Tier 2 and ‘significantly systemic’ CCPs) and 
how may they be addressed? 
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16:45 to 18:00

Improving financing prospects of EU  
infrastructure projects

BRUCKNER ROOM

The session is intended for tacking stock on what has been achieved or initiated in the EU to improve the mobilisation 
of private and public financial resource in favour of infrastructure investment, and for proposing a general view of all 
the challenges that still need to be addressed in this respect. 
The session takes place in the context of the definition by the EU of instruments to push investment forward and the 
creation of InvestEU a plan following up on the Juncker Plan. 
These coordinated efforts at European level have been initiated to reverse a downward investment trend by better 
mobilising such resources across the EU. Furthermore, in addition to basic infrastructure, energy, water and 
sanitation, health and education, as well as investment in productive capacity to generate jobs and income growth, 
progress on sustainable development requires more investment. An additional challenge for policymakers is today’s  
digital investment needs.

Chair
Benjamin Angel
Director for Treasury and Financial Operations,  
DG ECFIN, European Commission 

Public Authorities

Raffaele Della Croce
Senior Economist, OECD
Alain Godard
Director General, Risk Management, EIB 
Petr Ježek
MEP, ECON Committee and Chair, TAX 3,  
European Parliament

Industry Representatives

Sophie Barbier
Head of European Affairs,   
CDC
Alexander Batchvarov
PhD, CFA, Managing Director,  
BofA Merrill Lynch Global Research
Emmanuel Gillet-Lagarde
Global Head of Infrastructure Finance, Natixis

SPEAKERS POINTS OF DISCUSSION

 What are the main achievements of EFSI and EFSI 
2.0 in filling the investment gap in the EU, providing 
technical assistance, and stimulating and informing on 
the EU project pipeline? What are the ambitions and 
specific strength of the InvestEU new initiative in this 
context? What are the lessons learned at the global level 
regarding better financing infrastructure projects (e.g. 
the primary investment models being used to finance 
innovation and technology, ways to mobilise additional 
capital, role for private equity and venture capital, …)? 

What are the main contributions to infrastructure 
financing of the recent or expected evolutions of 
the financial regulatory framework (e.g. regulation 
infrastructure asset class, further risk sensitive 
securitisation regulatory framework for insurance 
companies, Basel IV)? What are the priority evolutions 
to be envisaged? Are we heading toward an optimal 
involvement of banks, insurance companies, Funds, 
Pensions funds… in infrastructure financing?

How to define the « long term challenges and issues » 
often associated with the involvement of investors in 
infrastructure financing? 



18:10 to 19:00

Cyber-resilience: priorities at global  
and EU levels

KLIMT ROOM

This session will discuss the main challenges that regulators and the financial industry are facing in fighting cyber-
risks at the EU and global levels, whether current policy and industry approaches are adapted to the mitigation of 
these risks and what additional measures or resources might be needed. 
Strengthening resilience to cyber-risk is a growing priority in the financial sector. Financial institutions and market 
infrastructures due to their high usage of technology and their strong level of interconnectedness with other financial 
and non-financial players are particularly vulnerable to cyber-risk. 
Financial institutions are doing a great deal to improve their ability to prevent and handle cyber-threats, anticipate 
new risks and share information. These increasing risks are a strong regulatory focus as well. Policy measures and 
standards have been defined at the EU and global levels aiming to better detect, respond to and communicate about 
cyber-risks, test the cyber-resilience of individual institutions and also improve the governance of cyber-risks in 
financial institutions.
On-going challenges include keeping pace with the increasing sophistication of cyber-attacks and with the 
implications of technological change for cyber-resilience, improving the sharing of information across all stakeholders 
and enhancing international coordination.

Chair
Marc Bayle de Jessé
Director General, Market Infrastructure and Payments, 
ECB

Public Authorities

Morten Linnemann Bech
Head of Secretariat, CPMI, BIS
Carlos Conesa
Associate Director General, Financial Innovation  
and Market Infrastructures, Banco de España
Nausicaa Delfas
Executive Director of International, FCA

Industry Representatives

Daniel Barriuso
Global Chief Information Security Officer,  
Grupo Santander
Saskia Devolder
Managing Director, Head of Western and Central 
Europe, SWIFT

SPEAKERS POINTS OF DISCUSSION

Are current policy measures and supervision at the EU 
level appropriate to address developing cyber-threats? 
In which areas may improvements be needed? How 
can policy-makers and supervisors keep pace with 
technological change and the increasing sophistication 
of attacks? How flexible or adaptive should cyber-
security approaches be and what degree of prescription 
is needed?

How to ensure an effective coordination and 
consistency of cyber-security approaches at the global 
level? Is further guidance needed by international 
standard-setting bodies in some areas and are there 
any obstacles to international coordination?

How may financial industry players further contribute 
to ensuring cyber-resilience? Does the cooperation 
between the financial industry and the public 
authorities need improving?
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18:00 to 19:00

Financing and investment challenges  
in the CESEE region

BRUCKNER ROOM

This session will discuss the main issues and challenges that the CESEE region is facing regarding the financing of 
its economy, the underlying supply and demand factors of these challenges and how they are evolving, as well as the 
progress that can be expected from on-going actions led by the EU and domestic authorities and the International 
Financial Institutions (IFIs).
The supply of financing to businesses and infrastructure projects continues to be constrained in the CESEE region, 
where bank financing is largely dominant. Credit is picking up but is generally still insufficient compared to the 
demand of corporates. Foreign bank funding remains significantly below pre-crisis levels and NPL issues remain to 
be tackled in several CESEE countries despite some improvement. 
Capital markets are under-developed in most CESEE countries, hindering the diversification of funding and the 
financing of intangible capital and innovation in particular and financing is predominantly debt oriented. Most 
companies in the region are small and their managers have limited financial literacy, thus hindering their capacity to 
access capital markets. Obstacles also need overcoming on the investor side, such as relatively low saving rates, low 
financial literacy of investors and a domestic institutional investor base that is insufficiently developed.

Chair
Gertrude Tumpel-Gugerell
Supervisory Board Member, Commerzbank

Public Authorities

Anita Angelovska Bezhoska, PhD.
Governor, National Bank of the Republic  
of Macedonia
Peter Paluš
Head of the Financial Unit, Permanent Representation 
of the Slovak Republic to EU
Debora Revoltella
Director Economics Department, EIB

Industry Representatives

Lucian Anghel
Chairman and Chief Executive Officer,  
Bucharest Stock Exchange
Jens Hagel
Managing Director, BlackRock 
Carlo Vivaldi
Head of Central and Eastern Europe Division,  
UniCredit S.p.A.

SPEAKERS POINTS OF DISCUSSION

Are there major issues of credit supply and constraints 
on financing and investment in the CESEE region 
and what are the trends of evolution? What are the 
underlying drivers of the supply and demand of 
financing in the region and how are they evolving? 
What are the main obstacles on the investor and issuer 
side limiting the development of capital markets  
in the region?

Are on-going actions led by the EU and domestic 
authorities and the IFIs at the regional and local levels 
(e.g. Vienna initiative, SRSS, other CMU actions…) 
appropriately addressing these issues? What impacts 
can be expected and what are the factors of success 
of these initiatives? What more could be done on the 
supply and demand sides by the authorities, the IFIs 
and the financial industry? 



19:00 to 19:20

Speech: Recent macro-economic and regulatory   
developments impacting the global financial system

KLIMT ROOM

Richard Gnodde
Chief Executive Officer, Goldman Sachs International

SPEAKER
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19:20 to 20:30

Are the post-Brexit contours of the future EU – UK  
financial services trade relationship in sight?

KLIMT ROOM

This roundtable will discuss the main remaining options for EU-UK financial services trade relationships post-Brexit 
given the latest state of negotiations and the UK’s recent White Paper, the possible impacts of these options on 
the financing of the EU economy and how the negative consequences of the most likely post-Brexit scenario(s) for 
financial services can be mitigated. 

At this point in time it is still not clear what the future EU-UK trade relationship will be for financial services and 
whether there will be a transition period until December 2020, which depends on the ratification of the withdrawal 
agreement before the end of March 2019 requiring an agreement by the EU and the UK in October 2018. The EU has 
rejected any bespoke deal for financial services on the basis that it would result in ‘cherry picking’ the single market. 
The UK thus focused its proposals concerning the financial sector in its July White Paper on an enhancement of the 
existing equivalence regime of EU financial regulations with more stability and a broadening of the range of cross-
border activities covered. 

In this uncertain context financial institutions have been asked by the authorities to prepare for all scenarios 
including the absence of a withdrawal agreement. This involves inter alia for UK-based financial institutions setting 
up or reinforcing a local presence in the EU27 through which they can passport across the single market if they wish 
to continue operating in the EU, which will add costs and management complexity at least in the short term. The 
fragmentation of the European financial market might also increase as a result.

Chair
David Wright
President, EUROFI

Public Authorities

John Berrigan
Deputy Director-General, DG FISMA,  
European Commission
Katharine Braddick
Director General, Financial Services, HM Treasury
Levin Holle
Director General, Financial Markets Policy,  
Federal Ministry of Finance, Germany

Industry Representatives

Dermot McDonogh
Chief Operating Officer for EMEA,  
Goldman Sachs International
Hiroshi Nagamine
Managing Executive Officer, Mizuho Bank, Ltd.  
and Head of EMEA, Mizuho Financial Group, Inc.
Shriti Vadera
Chairman, Santander UK

Expert

Christian Noyer
Honorary Governor, Banque de France

SPEAKERS POINTS OF DISCUSSION

What are the main remaining options for EU-UK 
financial services relations post-Brexit given the latest 
state of negotiations and the UK’s recent White Paper? 
Is an enhancement of the existing equivalence regime 
for EU regulations the most likely outcome and what 
would this involve? 

What are the potential implications of these options 
for the financing of the EU economy and the European 
financial sector? What could be the specific impacts 
of an absence of a transition period? How can the 
potential negative impacts be alleviated? 



08:00 to 09:30

Regulatory implications of sustainable finance

KLIMT 1 ROOM

This session is intended for providing an opportunity for exchanging views regarding the EU action plan on financing 
sustainable growth presented by the Commission and followed in May 2018 by a package of measures.
Indeed, the extraordinary nature of the challenges faced in the context of the sustainability transition, leads to 
propose unprecedented policy measures in the financial area, in the areas of taxonomy, disclosures, fiduciary duties 
and risk assessment which require demanding ongoing assessment. 

Chair
John Berrigan
Deputy Director-General, DG FISMA,  
European Commission

Public Authorities

Adam Farkas
Executive Director, EBA
Fausto Parente
Executive Director, EIOPA
Paul Tang
MEP, ECON Committee, European Parliament
Gerassimos Thomas
Deputy Director General, DG ENER,  
European Commission

Industry Representatives

Rami Feghali
Partner, FS Risk & Regulation, PwC France
John Scott
Head of Sustainability Risk, Zurich Insurance Group
Rhian-Mari Thomas
Global Head of Green Banking, Barclays Bank
Andreas Utermann
Chief Executive Officer, Allianz Global Investors

SPEAKERS POINTS OF DISCUSSION

What is the main progress and expected benefits 
achieved by the proposal for a regulation made by 
the EU Commission in May 2018 (uniform criteria 
on the environmental sustainability of an economic 
activity)? What will be achieved before the end the 
current EU legislature? Is there a risk of penalising 
or creating disincentives for investments into other 
economic (sustainability neutral) activities and on 
circular economy investments...)? Is there a risk that 
EU criteria and taxonomy clash with criteria and 
taxonomy adopted in other regions of the world? 
Should the taxonomy be extended toward criteria to 
identify brown assets? What is at stake?

How will the sustainability criteria regarding 
economic activities be used to set up labels for 
sustainable financial products? What are the expected 
benefits of the proposed legislations on the disclosures 
by the various financial players regarding sustainable 
investments? What are the challenges faced by the 
financial industry when adopting these sustainability 
criteria? May these criteria impact competition within 
and between industries, on existing green financial 
products and markets, or the liquidity in financial 
markets?  

What are the different risk faced by financial 
institution in the context of climate change and more 
generally the current resource ineffectiveness of the 
economy? What are the main challenges posed by the 
need to understand, measure and manage the financial 
risks posed by climate change? Can more climate-risk 
sensitive regulations have positive impacts on the 
adaptation pace of EU economies?
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The need for mainstreaming what we know about 
climate related medium- to long-term risks

“Any good policy to combat climate change “requires 
a “price” to act as an incentive to reduce a negative 
externality such as Green House Gas, in line with basic 
welfare economics”. This sentence from the Deputy General 
Manager of the Bank for International Settlements (BIS), 
summarises the challenges that the EU Commission is 
trying to face up to.  

In this perspective indeed, one critical issue is 
mainstreaming “what we know about medium- to long-term 
additional costs of climate change” i.e. providing a common 
definition of what is green, encouraging the disclosure of 
sustainability risk, and fostering the use of risk mitigation 
and information tools leveraging the information available.  

Indeed, the systematic provision of sustainability 
information will in particular help to address a huge moral 
hazard, notably existing in the financial sphere, by which 
investors, entrepreneurs and project sponsors may maintain 
or increase their contribution to environmental and social 
threats, since the cost of those threats are at present borne 
by others, or by society as a whole and such risks are likely to 
materialise over a longer time horizon.  

Main features of the EU Commission package
To address this need, in May 2018, the Commission 

adopted a package of measures implementing several key 
actions announced in its action plan on sustainable finance.  

The Commission’s package includes:
-   A proposal for a framework to facilitate sustainable 

investment by gradually creating a unified classification 
system (‘taxonomy’) on what can be considered an 
environmentally sustainable economic activity;

-   A proposal for a regulation on disclosures relating to 
sustainable investments and sustainability risks.  This 
regulation will introduce disclosure obligations notably on 
how institutional investors and asset managers integrate 
environmental, social and governance (ESG) factors in 
their risk processes. Requirements to integrate ESG factors 
in investment decision-making processes, as part of their 
duties will be further specified through delegated acts;

-   The proposal for a regulation creating a new category 
of benchmarks comprising low-carbon and positive 
carbon impact benchmarks, which will provide investors 
with better information on the carbon footprint of  
their investments;

-   In addition, the Commission has, from 24 May to 21 
June, been seeking feedback on proposals to include ESG 
considerations in the advice that investment firms and 
insurance distributors offer to individual clients.

The measures proposed by the EU Commission in may 2018 
aim to:
-   Provide clarity on what sustainable investments are to 

provide businesses and investors with a common language 
to identify to what degree economic activities can be 
considered environmentally-sustainable;

-   Foster a generally accepted market standard to measure a 
company’s footprint and, in consequence, an investment 
portfolio’s carbon footprint.  This would give investors 
who want to invest in low-carbon strategies an appropriate 
tool to enable them to compare the performance of their 
investment;

-   Ensure that asset managers, institutional investors, 
insurance distributors and investment advisors include 

economic, social and governance (ESG) factors in their 
investment decisions and advisory processes. This means 
greater transparency towards end-investors, ensuring 
comparability between products and discouraging ‘green-
washing’ or misleading information;

-   Ensure that investment firms and insurance distributors 
integrate sustainability preferences into their suitability 
tests when offering advice to investors and that the 
products offered meet their clients’ needs.  

The specific challenge posed by climate adaptation of 
prudential requirements are to address the implications 
for financial stability and providing incentives for 
adjusting credit and portfolio decisions

Yet, the Deputy General Manager of the BIS also stressed 
that since Climate Change entails considerable risks, the 
first need is to address the implications for financial stability.  
He stressed also that the challenge is at “the same time to 
provide incentives for financial market participants and 
make them adjust credit and portfolio decisions consistently 
without inadvertently creating other types of distortions.” 

Three channels through which climate risk affects 
financial stability (physical risk, liability risk, transition risk), 
have been identified:
-   The physical risks that arise from the increased frequency 

and severity of climate- and weather- related events that 
damage property and disrupt trade;

-   The liability risks stemming from parties who have 
suffered loss from the effects of climate change seeking 
compensation from those they hold responsible; and

-   The transition risks that can arise through a sudden and 
disorderly adjustment to a low carbon economy.

In this context the first mandatory step for the financial 
sphere is to better understand, measure and manage these 
financial risks posed by climate change.  Indeed, whereas 
late or inadequate transition investment may deteriorate 
counterpart risk, adaptation investments conversely can 
improve it (improved/preserved value of collateral, reduced 
energy spending etc.).  Finally, asset owners and asset 
managers have to consider the long-term viability of their 
portfolios in terms of the financial risks posed by climate 
change is vital. 

However, a general mapping of the possible climate 
change related risks for the whole financial sector is also 
necessary. Indeed, negative and positive large impacts of 
environment related issues on financial firms’ risk profiles 
are possible, which should in turn trigger large prudential 
burden adjustments by institutions.

Finally, to be better managed and made more consistent 
the adjustment to these risks throughout the financial 
profession, dedicated prudential rules may be needed to 
help to anticipate those risk profile shifts, notably providing 
general stress tests factoring in likely general deteriorations 
of the value of collateral, the impacts of climate events 
and sudden adjustments, etc.  This should also contribute 
to avoid un-level playing field between institutions using 
or not internal models. Simultaneously, a well anticipated 
evolution of risk weights (be it positive and negative) could 
contribute to increasing the awareness of households, 
corporates or local public institutions… on climate related 
risk and opportunities, and notably induce smoother 
price adaptations and early adaption by providing a sort of 
forward guidance.  

BACKGROUND PREPARED BY EUROFI
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08:00 to 09:00

Crypto-currencies: which policy approach?

KLIMT 2 ROOM

The objective of this session is to discuss the opportunities associated with the retail and wholesale use of 
cryptocurrencies, the challenges and risks they raise and the possible solutions and policy measures that may be needed 
for mitigating these risks (e.g. central bank backing, regulation of cryptocurrency service providers…) in addition to 
the existing financial frameworks.
ICOs, as an alternative fundraising mechanism to IPOs (e.g. for blockchain-backed businesses) and the frameworks 
that are currently envisaged for regulating them, will not be specifically covered during this session. This session 
will not cover either innovations in payment systems, which will be discussed during the session following this 
cryptocurrency panel.

Chair
Harald Waiglein
Director General for Economic Policy, Financial 
Markets and Customs, Federal Ministry of Finance, 
Austria

Public Authorities

Denis Beau
First Deputy Governor, Banque de France
Morten Linnemann Bech
Head of Secretariat, CPMI, BIS 
Hirotaka Hideshima
Deputy Director-General, Financial System and Bank 
Examination Department, National Bank of Japan
Jakob von Weizsäcker
MEP, ECON Committee, European Parliament

Industry Representative

José Manuel González-Páramo
Member of the Board of Directors, Chief Officer, 
Global Economics, Regulation & Public Affairs, BBVA

SPEAKERS POINTS OF DISCUSSION

What are the opportunities associated with the 
retail and wholesale use of cryptocurrencies? Can 
cryptocurrencies contribute to improving the 
efficiency of the financial system (e.g. facilitating 
payments or securities transactions)? Are there 
credible use cases in the short and medium term given 
the progress expected with DLT applications? 

What are the main challenges and risks raised by 
cryptocurrencies in terms of financial stability, 
transparency, security and customer protection? 
How may these challenges and risks be mitigated e.g. 
by a regulation of cryptocurrency-related activites 
and/or central bank backing of cryptocurrencies? 
What activities are already potentially covered by 
existing or planned financial frameworks? Should 
cryptocurrencies be considered: as cash, securities or 
other financial assets?
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Main features and potential use of cryptocurrencies

Payments can already be made in various digital ways (e.g. 
debit and credit cards, online transfers, mobile phone apps). 
However cryptocurrencies have one additional feature, which 
is their anonymity provided by their peer-to-peer nature and 
the usage of encryption codes. A cryptocurrency is indeed 
a combination of digital money with a payment system 
based on the blockchain technology. A decentralized ledger 
protected with encrypted codes allows payments and asset 
transfers to be made directly between counterparties without 
the transaction having to be processed by intermediaries 
(bank, card provider) or a centralized clearing system. 

Created in 2009, cryptocurrencies are booming at present. 
In April 2018 more than 1500 different cryptocurrencies 
were identified representing a market capitalisation of more 
than $300 B and about 0.4% of global GDP. It is however 
still negligible compared to the total amount of currency in 
circulation and their market cap is currently decreasing. 

Cryptocurrencies can potentially be used in a retail 
context, as a digital substitute to physical cash, due to their 
anonymity. This is currently being considered for example in 
Sweden (eKrona project), where the demand for physical cash 
has considerably dropped, with many shops that no longer 
accept it. However at present, cryptocurrencies are mainly 
used for illegal activities (e.g. criminal, money laundering or 
terrorist activities) or as a speculative investment. 

Crytocurrencies can also be used in a wholesale context, 
with some projects at the proof-of-concept stage. Digital 
coins backed directly or indirectly by central bank money can 
be used on distributed ledger technology (DLT) platforms, 
for example for supporting wholesale payment systems or 
accelerating the cash settlement of securities transactions 
and reducing the need for collateral. Another indirect 
application of cryptocurrencies is through the use of Initial 
Coin Offerings (ICOs), the primary issuance mechanism of 
cryptocurrencies, as a fundraising mechanism for blockchain-
backed businesses.

Potential issues and risks posed by cryptocurrencies

In addition to issues related to tax evasion, money 
laundering and terrorist financing, cryptocurrencies 
pose investor and customer protection risks due to their 
high volatility in terms of price and liquidity, the lack of 
guaranteed convertibility into fiat currency by a central 
authority and the absence of any recourse in case of fraud, 
theft or hacking. Secondly, the high cost and environmental 
impacts of crypto-currency processing are also criticized 
(notably high electricity consumption), as well as the lack 
of scalability and the congestion risks due to the relatively 
limited “mining” capacity for updating the ledger. Some 
other issues include the difficulty to (totally) guarantee the 
finality of payments in permissionless cryptocurrencies (i.e. 
those with no central agents in charge of determining who 
can join the network and update the ledger, such as bitcoin) 
or to avoid manipulations and also the impossibility to 
amend or reverse transactions. 

The BIS and domestic central banks have also stated that 
crypto-currencies should not be considered as “currencies” 
(but rather as “crypto-assets”), given that they do not satisfy 
the three functions of money: (1) their value fluctuates very 
significantly meaning that it is difficult to use them as a unit 
of account; (2) as a medium of exchange they are less effective 
than fiat currencies since their price fluctuates significantly, 

they generate relatively high transaction costs and there is 
no guarantee of reimbursement, and (3) their lack of intrinsic 
value and guaranteed convertibility into fiat currency and 
the fact that they are not based on any underlying economic 
fundamentals mean that they cannot be used as a trusted 
store of value. 

The FSB however believes that “at this time” 
cryptocurrencies do not pose a material risk to global financial 
stability given that they remain a very small part of the 
overall financial system and that their inter-connectedness 
to the regulated financial system is limited. 

A “vigilant monitoring” of cryptocurrencies in light 
of the speed of market developments is underway by the 
FSB in connection with other global standard setters. A 
framework has been developed by the FSB in collaboration 
with CPMI in order to monitor the financial stability 
implications of cryptoasset markets and be able to identify 
quickly any emerging financial stability risks. CPMI is 
monitoring applications of DLT in particular payment 
innovations. IOSCO is assessing issues associated with 
ICOs and cryptoasset trading platforms and whether any 
of them are not appropriately addressed by existing IOSCO 
principles. The BCBS is also conducting an initial stocktake 
on the materiality of banks’ direct and indirect exposures to 
cryptoassets and assessing the need to formally clarify the 
prudential treatment of cryptoassets.

Addressing cryptocurrency challenges

Central Bank cryptocurrencies (CBCCs) could mitigate 
some of the risks posed by privately-created cryptocurrencies, 
notably in terms of price volatility and customer protection, 
thanks to their central bank backing. CBCCs would be 
initially issued by a central bank and could then circulate with 
the support of a permissioned distributed ledger with the 
central bank determining who may act as an agent in charge 
of the ledger. Several projects of retail CBCCs have emerged, 
although they remain at the conceptual phase e.g. Fedcoins in 
the US and eKronas in Sweden. Retail CBCCs could provide 
a cheaper alternative to physical cash and could potentially 
be used to transmit monetary policy in a more efficient way. 
However CBCC could also threaten the business model of 
commercial banks, possibly disintermediating them for 
the provision of ordinary accounts, and could increase the 
possibility of bank runs by making it easier to convert money 
into risk-free central bank liabilities. 

The regulation of some activities associated with 
cryptocurrencies and of the related intermediaries has also 
been proposed, aiming to support Anti-Money Laundering / 
Combating the Financing of Terrorism actions and improve 
operational security and customer protection. Regulating 
the actual cryptocurrency platforms is indeed difficult, given 
the absence of legal entities or persons that can be brought 
into the regulatory perimeter in permissionless networks.

A first area that some authorities have proposed to further 
regulate is the exchange of crypto-assets for fiat currencies 
by internet platforms, the storage of cryptographic keys 
and the maintenance of crypto-wallets by service providers. 
A related question is whether cryptoassets are securities 
or some other form of financial product (if they cannot be 
considered as cash). A second potential area of regulation 
could be customer protection rules to limit or ban the sale 
of risky crypto-assets in the form of investments or loans to 
the general public. 

BACKGROUND PREPARED BY EUROFI
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09:30 to 10:00

How can sustainable investment be a major  
economic driver for Europe? 

KLIMT 1 ROOM

Globally the economies are facing essential sustainability challenges which involve huge financial dimensions. The 
session is aiming at finding out the conditions to effectively make these crucial transition needs major economic 
opportunities for the EU.

Chair
John Berrigan
Deputy Director-General, DG FISMA,  
European Commission

Public Authorities

Daniel Calleja Crespo
Director General, DG ENV, European Commission
Sirpa Pietikäinen
MEP, ECON Committee & EPP Shadow Rapporteur on 
Sustainable Finance, European Parliament

Industry Representatives

Suzanne Buchta
Managing Director, Global Head of ESG Fixed Income, 
Bank of America Merrill Lynch
Dominic Rossi
Senior Advisor, Fidelity International

SPEAKERS POINTS OF DISCUSSION

What are the main challenges raised by the size of 
the investments required by energy transition, the 
improvement of the resilience of EU economies to the 
climate-related threats and more generally economic 
sustainability? How to explain the limited number of 
sustainable investment projects in the EU pipeline?  
Is the related number of projects expected to 
sufficiently increase? 

How can sustainable investment be a major economic 
driver for Europe? How to make the investments 
effectively conducive to lasting economic growth in 
the EU? How to face up the high level of sunk-costs 
resulting from the need to adapt to climate change 
needs and risks notably in the context of high public 
and private indebtedness? How to ensure in particular 
that these investments contribute to relocate 
manufacturing, reduce unemployment in the EU and 
increase the competitiveness of Europe knowhow?

What are the priorities to fully leverage the financial 
sector in this context? How does the attractiveness 
of sustainability investments compare with other 
investment opportunities and notably shorter  
term ones?
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Climate adaptation and low carbon transition projects 
require incremental investments, which are both 
accessible and attractive economy wise 

European 2030 targets regarding Green House Gas 
(GHG) emissions, energy efficiency and the development of 
renewable energies are much more ambitious (i.e. % cut in 
greenhouse gas from 20% in 2020 to 40%, % of total energy 
consumption from renewable energy from 20% in 2020 
to 27%, % increase in energy efficiency from 20% in 2020  
to 27%).

Some figures elaborated in 2014 by the UK’s Department 
of Energy and Climate Change in the context of the proposal 
for an EU 2030 framework for climate and energy policies, 
stress that the benefits of EU 2030 GHS targets largely 
surpass the related cost. 

According to the study, implementing a GHG emissions 
reduction target will reduce EU dependence on imported 
energy sources. (i.e. energy import bill for fossil fuels in 
2030 reduced by over 0.4% of GDP). Finally, overall, reduced 
reliance on fossil fuel electricity n could reduce EU health 
costs (respiratory illness) by an average of 0.1% of GDP  
in 2030. 

In parallel, the GHG target of 40% reduction by 2030, 
require an additional cost for the EU, which amount to 0.2% 
of GDP in 2030 equivalent to a reduction in the average 
annual growth rate from 2014-2030 of 0.01 pp (from 1.59  
to 1.58%). 

Next EU targets regarding climate adaptation and low 
carbon transition of the EU economy, require changing 
gears in terms of investment ambitions and financing 
capacities

However, at present, the level of investment in the EU 
is not in the appropriate gear to address 2030 and 2050 
greenhouse gas, renewable energy share of consumption, 
and energy efficiency targets neither related adaptation 
plans of the member states. It is also necessary to make 
certain that the financial system will be able to answer 
the various and huge financing needs that climate-related  
investments require. 

Indeed, creating renewable energy generation capacities, 
up-grading the energy efficiency of existing buildings and 
developing the networks required to recharge batteries or fill 
up hydrogen tanks (fuel cell technology), etc. will now require 
procuring and financing large innovative infrastructure 
projects. 

Simultaneously, the financial sphere has to build up its 
capabilities to address the myriad of small financings that 
will be required notably to answer to households’ transition 
needs when they will have to invest in order to insulate their 
flats or make their heating equipment more energy efficient. 
In this respect the still limited size of the green bond 
market that is at the forefront of the financing of the energy 
transition, although not all green financing needs have the 
appropriate label, is a concern.

One essential challenge for the EU is also to set up 
appropriate balancing economic mechanisms, which make it 
possible to reimburse investment cost thanks to the savings 
made on energy and health bills, to enable the incremental 
level of investment and set up. 

Transitioning to a circular economy would involve 
considerable transition costs 

Similarly, a transition to the circular economy although, 
if well managed could also create an opportunity for 
economic and industrial renewal, would involve additional 
considerable transition costs (e.g. R&D and asset investments, 

stranded investments, subsidy payments to promote market 
penetration of new products, and public expenditure) . 

Mc Kinsey  quotes the British government who has 
estimated that creating a fully efficient reuse and recycling 
system would cost around €14 billion, which would translate 
according to the consultancy into €108 billion scaled to 
a Europe-wide level. The Ellen MacArthur Foundation , 
estimated in January 2017 that Europe has €320 Billion of 
circular economy investment opportunities. 

Channelling finance toward all investment areas
In this context according to a EUROFI study on the 

obstacles to the financing of the energy transition in the EU 
certain difficulties should be addressed. 

Firstly, whereas there is a relatively high volume of 
available financial resources at present, the financing is 
concentrated in a few areas: wind and solar plants, energy 
efficiency in transport, ... But big technological innovations 
lack financing. In addition, green finance is being developed 
much faster in market financing than in retail financing. 

Furthermore, there is a heated debate on the fact that 
the increase of funds coming from public actors both at 
European and Member States’ levels might not always lead to 
an additionality vis-à-vis private funding.

The European Union Emission Trading System (EU 
ETS) which is an essential economic balancing mechanism, 
should also have anchored expectations and facilitated the 
reduction of CO2 emissions, but has actually failed to give a 
realistic carbon price.

Creating investment mechanisms incentivising 
households is essential notably in a context where buildings 
account for 40% of the EU’s energy consumption and 36% of 
its CO2 emissions, and most of the stock of buildings in the 
EU (90% was built before 1990) needs to be renovated (only 
1 to 2% of the building stock is renovated each year). These 
mechanisms should closely involve bank networks, and 
facilitate the technology/economic choices that households 
just cannot make at present. 

Finally, one challenge is to address the disparities 
observed among European countries regarding the progress 
made on EU sustainability targets and related investments. 

Similarly, as illustrated by a survey issued by Oliver 
Wyman in 2017, in the EU while obstacles to circular 
economy encompass the fact that parties in the value chain 
are not being ready, a lack of demand for circular products, 
possible regulatory impediments or difficulties to price 
competitively circular products, which suggests multiform 
policies, the ability to obtain funding is still considered as the 
main obstacle by respondents.

Improving long-term green finance attractiveness
Among the necessary investments many are capital 

intensive investments that only fully yield their benefits in 
the long run (battery charging networks or hydrogen fuel cell 
refill stations, renewable energy generation capacities, …).  

One essential climate adaptation, low carbon transition 
and circular economy enabler is therefore to make the 
attractiveness of those climate related investments, 
compare favourably with other shorter term investment 
opportunities, notably avoiding unnecessary fluctuations of 
their investment holdings among which are those provoked 
by market short term evolutions. 

In addition, some of these investments also require risk 
mitigation approaches involving the public sector since they 
include significant technology and industrial challenges (fuel 
cell versus electric cars, electric storage, offshore windfarms, 
etc.), while others may be subject to the risk of political 
U-turns. 

BACKGROUND PREPARED BY EUROFI



09:00 to 10:00

Digital and regulatory disruptions  
in EU retail payments

KLIMT 2 ROOM

This session is intended to outline on-going disruptions - be they regulatory, related to infrastructures or to business 
models - in the area of retail payments. 
The panel will also identify the possible improvements that the regulatory framework and arrangements deserve in 
order to make all the players involved (supervisors, standard setters, Fintech, Banks, payment infrastructures, etc.) as 
agile as required by permanent digital innovation. 

Chair
Madis Müller
Deputy Governor, Eesti Pank

Public Authorities

Marc Bayle de Jessé
Director General, Market Infrastructure  
and Payments, ECB
Ashley Fox
MEP, ECON Committee, European Parliament
Livio Tornetta
Deputy Director General for Markers and Payment 
System, Banca d’Italia

Industry Representatives

Massimiliano Alvisini
Senior Vice President & General Manager, Europe  
and CIS, Western Union
Kim Laustsen
Chief Analyst, Regulatory Affairs, Nykredit
Laureen Seeger
Executive Vice President and General Counsel, 
American Express

SPEAKERS POINTS OF DISCUSSION

What are the disruption observed in the area of 
payment in the EU e.g. Bigtech payment solutions, 
development of multi-channel commerce, regulation 
(PSD2, GDPR, …), technology (contactless, instant 
payment, m-payment, crypto currencies…), 
flourishing innovative payment services, cybersecurity 
challenges…? 

What are their specific impact on the payment area 
(e.g. increase of electronic payment volume, reduction 
of cash, reduction payment cost, change of payment 
and even banking business models, un-level playing 
field, etc.)? 

What are the special challenges and efforts demanded 
to EU incumbents to take up those evolutions (e.g. 
improved versatility of technical building blocks, 
increased outsourcing, investment on cyber resilience, 
increased innovation capabilities, etc.)? How are 
these trends impacting incumbent’s economic 
performance, value chains and value proposition (new 
product mix, outsourcing, partnerships, evolution and 
interoperability of EU infrastructures (EBA, Tips, ...), 
technology (DLT, …)? 

What should be the policy agenda to address any 
possible issue (e.g. un level playing field, emerging 
monopolies, un-even level of security or resilience, etc.)? 
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 In the EU regulators are trying to leverage digitalisation in 
the payment area 

By introducing third party entities into the market and 
obliging banks to give access to their customers’ payment 
accounts, the PSD2 fundamentally changes the landscape. 
Indeed, PSD2 is expected to increase competition resulting 
in better services to customers, lower costs, and a better use  
of data. 

The General Data Protection Regulation is also challenging 
since a great deal of data is exchanged in the field of payments. 

Other challenges lie in the security and cyber-resilience 
of the new systems. The risk of fraud is not new, but new 
technologies allow fraud on a wider scale, and the infrastructure 
to protect the safety of payments is critical. 

Finally, strengthening anti money laundering and counter-
terrorist-financing rules also interplay with PSD2. There, a 
wrong approach would be just bringing established methods 
into a new space without understanding the threats created by 
technology. Fostering innovation does not mean either setting 
aside the principles underpinning the need to establish clearly 
the inherent AML, terrorism financing or cyber-risk, and to 
mitigate it appropriately. Rather the challenge is to leverage 
new technology notably to find fit-for-purpose and risk-
responsive methods to KYC.

Regulation consistency and clarity and a level and swift 
adoption across the EU remain essential targets

The legislation to some extent contains conflicts that 
should be addressed. For example, PSD2 talks of explicit 
consent, whilst GDPR just talks of consent regarding the use 
of customers’ data. 

To achieve deeper competition, a harmonised and rapid 
implementation of PSD2 across Europe is also key. 

PSD2 introduces third parties into the relationship 
between banks and customers and creates a question of who is 
liable to the customer. This brings potential problems because 
there is no relationship with the third party. Each player in the 
payment value chain must be liable for what it does and the 
customer should be clearly aware of that situation.

Although regulatory technical standards related to the 
PSD2 will provide a context and principles for harmonising 
APIs and practices and processing payments, it would be a pity 
to have multiple APIs in the EU. Developing quickly an API 
which is expected to safely enable third parties to access bank 
customers’ accounts, is crucial. 

The emerging Instant Payment scheme is an additional 
source for disruption

Instant payment is based on an account-to-account model 
(needed by e-commerce, P2P and in physical points of sale). 
Instant payment has however the potential to change customer 
behaviour.

Instant payments are an essential tool for Europe. Wide 
instant credit-transfer scheme (SCT-Inst) and EU inter-
operability (the EPC has developed a Sepa-wide scheme) will 
progressively increase customer choice and value and allow 
businesses to scale up. This paves the way for having instant 
payments as the new norm for transferring funds. 

Operators have opened instant payment services, some 
at a national level and others at the Euro area level. Large 
banks have already started to exchange instant payments on 
RT1, the first operational clearing and settlement system for 
SCT Inst, which is operated by EBA Clearing. The Eurosystem 
supports the establishment of an integrated instant payment 
market through TARGET Instant Payment Services (TIPS). It 
is designed to offer multi-currency settlement in central bank 
money for usage throughout the EU and not just the euro area. 

Challenges faced by Instant payment
However, risks of AML and counter-terrorist financing 

are a challenge in the context of instant payment (only a few 

seconds are available to go through the necessary screening). 
Yet tackling these problems will benefit from technology. 

Furthermore, developing payments at the European level 
means risk management must also develop at that level. 

Consistent implementation across the EU is crucial and 
is a challenge for the future. If the capacity for harmonisation 
does not exist, payments will be rejected.  Furthermore, the 
effective instant reachability in the EU of any beneficiary is not 
guaranteed so far because contrary to normal credit transfers 
which are mandatory services offered by all banks, SCT-Inst is 
an optional scheme. 

Finally, provided that the business model of instant 
payments has not been specified and that it might well 
progressively develop as a free service, the emerging 
payment scheme would impair the revenues of incumbent  
payment services. 

The future of payment cards
In this context, the rise of purchases on the Internet and 

the widespread use of contactless payment have given it a 
boost to card transactions. 

The arrival of new mobile phone banks (N26, Revolut…), 
which all offer cards, and the arrival of new players and new 
payment solutions give the card a second youth.  All in all, card 
payments are expected to increase by 5-7% per year in Europe 
over the next three years. Indeed, the majority of new payment 
solutions – PayPal, Apple Pay - are based on the consumer’s 
payment card, whose details are integrated into the mobile 
phone or Internet. Not forgetting the almost invisible payment 
models implemented by many service platforms, such as Uber, 
Deliveroo or Netflix, or Amazon. With a smart card the time 
spent is about 20 seconds. 

The business model of each payment solution is specific 
Consequently, business models are diversifying. A payment 

solution like Lyfpay invoices the merchant for the costs 
associated with payment, as for any means of payment, in the 
form of commissions. As far as the commercial animation 
part is concerned, additional services are added, the work 
unit of which may be the shop, the user or the service. PayPal, 
for example, reassures customers and merchants, because its 
teams know how to manage Internet fraud, more numerous 
than in physical stores.

Unlike other electronic wallets, Apple Pay does not ask for 
any extra fees. With 4 million payment points in the United 
States, one transaction out of two is now settled via Apple Pay 
in the United States. Apple Pay is beginning to find its way into 
Europe with 8 countries already integrated (France - Ireland - 
Italy - Russia - Spain - Switzerland – the United Kingdom). 

Payment card revenues of banks which are generated 
by annual card fees borne by individual customers, and the 
interchange fees paid by merchants, are increasingly reducing.

The bank business model in the area of payments, is also 
evolving

Therefore, as this develops, it is critical notably for payment 
and credit card companies and schemes, to demonstrate 
specific value. 

In this respect, understanding new third-party players’ 
business models is one of the various interesting issues  
to understand. 

Similarly, while banks are perhaps progressively losing their 
monopoly, they will likely retain the management of inter-PSP 
payment infrastructure. 

Banks work also with merchants to improve services in 
collecting payment information. 

Finally, addressing fraud and safety challenges, which could 
be increasingly countered by predicting behavioural patterns, 
identifying irregularities and connecting with customers, 
might represent an attractive service. 
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10:15 to 10:30

Exchange of views: Forthcoming challenges  
and prospects for the EU asset management sector

KLIMT 1 ROOM

The objective of this exchange of views is to discuss the main opportunities and challenges that the EU asset 
management sector is facing, whether the existing asset management regulatory framework and on-going proposals 
can support further development of the sector and what should be the priorities of the upcoming Commission in 
this area.

Patrick Thomson
Chief Executive Officer, EMEA,  
J.P. Morgan Asset Management
David Wright
President, EUROFI

SPEAKERS POINTS OF DISCUSSION

What are the key opportunities and challenges that the 
EU asset management sector is facing in the short and 
longer term within the EU and at the international 
level? 

Do the existing EU legislative frameworks and policies 
and the new proposals notably related to the CMU 
action plan allow the EU asset management industry 
to seize effectively the main opportunities and 
challenges it is facing in the market? 

What should be the priorities of the upcoming 
Commission in the asset management area  
going forward? 
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10:30 to 11:15

Harnessing the potential of FinTech and digitalisation 
in the EU to improve customer service and efficiency

KLIMT 1 ROOM

Chair
David Wright
President, EUROFI

Public Authorities 
Sébastien Raspiller
Assistant Secretary,  
Ministry of Economy and Finance, France
Joachim Wuermeling
Member of the Executive Board,  
Deutsche Bundesbank

Industry Representatives 
Ian Ormerod
Head of New Digital Business,  
BBVA
Lauri Rosendahl
President,  
Nasdaq Nordic 
Mark Wetjen
Managing Director, Head of Global Public Policy, 
DTCC

SPEAKERS POINTS OF DISCUSSION

 What are the expected concrete benefits of the first 
“Digital Europe” programme and related investments on 
Supercomputers, Artificial Intelligence and Cybersecurity 
and trust, for the financial sphere in the EU? What are the 
specific opportunities and threats faced by EU Fintechs 
and financial institutions notably compared to the 
situation in other geographies (Asia, USA…)?

What are the key success factors required to leverage 
digitalisation in order to reduce existing fragmentation 
and make effective the EU single market for financial 
services? What is a credible time horizon for perceptible 
progress in this respect? What are the financial areas 
(e.g. securities, whole sale or retail banking, mortgages, 
distribution of UCITS, pensions, insurance, etc.) which 
are expected to first benefit from the deepening of the 
EU single market triggered by digitalisation? What is 
the expected added value in this respect of the various 
innovative technologies (DLT, AI, …)?

Are existing regulatory and supervisory practices 
achieving an effective technology neutrality in the 
financial area? Is existing cooperation between 
supervisors in the EU sufficient for Fintechs to reach 
the EU scale? Are the forthcoming policy initiatives 
(e.g. coordinated approaches on standards for FinTech, 
standardised application programming interfaces, 
guidelines on Fintech facilitators and sandboxes, mapping 
of unjustified regulatory obstacles to financial innovation, 
lifting of cloud computing obstacles, EU FinTech Lab, 
etc.) expected to bring decisive breakthrough in  
this respect?

The session is aimed at assessing the concrete and realistic benefits expected from the first “Digital Europe” 
programme, and at finding out the key success factors required to leverage digitalisation in order to reduce existing 
fragmentation and make effective the EU single market for financial services, notably by achieving an effective 
technology-neutrality and proportionality in order to foster innovation while preserving a level playing field. 



11:15 to 12:15

Profitability challenges of EU banks:  
impacts and possible solutions

KLIMT 1 ROOM

Considerable progress has been made in the European banking sector over the past few years. Regulations have been 
strengthened, supervision has been enhanced with the implementation of the Banking Union. EU banks have higher 
levels of capital and liquidity. After a prolonged period of low profitability, bank performance in Europe rebounded in 
2017. However, the overall profitability improvement masks considerable differences across banks. A number of euro 
area banks do not earn the cost of their capital and this situation is not sustainable over the longer term.
The objective of this session is to discuss the level of profitability of EU banks, to assess the differences in terms of 
profitability across the EU and according to the type of banks and compared with their equivalent US ones. The 
speakers will also be invited to express their views on the structural features which compound profitability challenges 
(e.g. level of competition, overbanking, digitalisation), the perspectives of cross-border consolidation in Europe and 
EU policy actions which could foster conditions for banks to improve their profitability.
Another session is more specifically dedicated to legacy challenges and the sovereign-bank nexus (non-performing 
loans, sovereign risks etc…).

Chair
Burkhard Balz
Member of the Executive Board, Deutsche Bundesbank

Public Authorities

Paolo Angelini
Deputy Director General for Financial Supervision  
and Regulation, Banca d’Italia
Florin Georgescu
First Deputy Governor, National Bank of Romania
Korbinian Ibel
Director General, Micro-Prudential Supervision IV, 
ECB
Leena Mörttinen
Director General, Financial Markets Department, 
Ministry of Finance, Finland

Industry Representatives

Philippe Bordenave
Chief Operating Officer, BNP Paribas
Bernard de Longevialle
Head of Financial Services & Sovereign International 
Public Finance Ratings, S&P Global
Jordi Gual
Chairman, CaixaBank

SPEAKERS POINTS OF DISCUSSION

How to explain the insufficient level of profitability 
of EU banks? How to explain that EU banks are less 
profitable than equivalent US ones since the financial 
crisis?

Can the Banking Union contribute to improving the 
situation? What are the perspectives of cross border 
bank consolidation in the EU? What policy measures 
could contribute to address the structural features 
which are compounding profitability challenges for 
domestic and transnational banks?
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Profitability remains the key challenge for the EU  
banking sector

Throughout 2017, euro area banks further strengthened 
their capital positions and improved their balance sheets. 
Their average CET1 ratio increased to 14.8% in Q4 2017. CET1 
ratios are now above 11% for all institutions. Continued efforts 
to tackle NPLs resulted in an overall decrease of the NPL 
ratio for banks under ECB supervision from 6.5% in the third 
quarter of 2016 to 5.2% one year later. However profitability 
remains a key challenge for the EU banking sector.

EU Bank profitability recovered in 2017, supported by the 
improvement in Economic growth but remains weak 

After a prolonged period of low profitability, bank 
performance in Europe rebounded in 2017. According to the 
Financial Stability Review issued by the ECB in May 2018, 
Euro area significant institutions’ aggregate return on equity 
increased to around 6% in 2017, compared with 3.5% one year 
earlier. The main driver of higher profitability was lower 
impairment costs, as new NPL formation slowed. 

Across countries, the bulk of the euro area-wide 
improvement was driven by banks operating in the countries 
most affected by the crisis. The bulk of the improvement in 
these countries was concentrated within the largest banks, 
while profitability levels remained subdued at other banks. 
At the same time, the aggregate profitability of banks in 
countries less affected by the crisis remained broadly stable 
as the positive impact of declining impairment and operating 
costs was offset by somewhat lower revenues.

A number of euro area banks do not earn the cost of their capital 
and this situation is not sustainable over the longer term

The updated “Risk Dashboard” issued by the EBA in April 
2018 stressed that the return on equity for a number of EU 
banks remains below the cost of equity with legacy assets, cost-
efficiency and bank business models still being some of the 
main obstacles towards reaching sustainable profitability levels. 

Despite recent positive signs, profitability remains 
uneven across EU banks and is at a low level with return 
on equity remaining below the cost of equity. NPLs, cost-
efficiency and bank business models are still among the main 
obstacles towards reaching sustainable profitability levels. 
Bank profitability is on average still driven by more volatile 
components, like trading and other incomes. Banks have not 
yet managed to increase the share of sustainable components 
in their income.

Unprofitable banks cannot support economic growth and 
build up capital buffers. Low profitability weakens a bank’s 
ability to accumulate capital through retained earnings and it 
may also negatively affect its ability to raise funds externally 
by issuing equities. Furthermore, the incentive for managers 
to generate higher returns could result in excessive risk-taking 
or cost-cutting, which may make their bank more vulnerable  
to risks.

Lasting low interest rates have negative consequences on EU 
banks profitability

Banks are very sensitive to the spread between their funding 
costs (deposits and borrowings) and the return on their assets.  
A long-lasting low interest rate environment indeed impairs 
bank performance because it compresses net interest margins 
notably in an environment with strong competitive pressures 
as it is the case in Europe. These adverse effects are however 
counterbalanced by improvements in macro-economic 
conditions associated with low interest rates.

Overbanking in some systems should be reduced
The European Central Bank has said that overbanking 

and overcapacity create intense competition and affect 

bank profitability. Here, the term “overbanking” refers to 
the variety of structural factors that lead to an overly large 
banking sector that affects the profitability of the banks in 
the system. The Global Financial Stability Report issued by 
the IMF (April 2017) pointed out that overbanking can affect 
revenues and can affect costs and operational efficiency. The 
causes of overbanking can vary from country to country. In 
addition, system structure may have an impact on profitability 
according to this IMF report. 

The rapid pace of technological advances, along with a change 
in the competitive landscape represent a key strategic challenge 
for banks

Banks have been facing the dual challenge of persistently 
and unusually low interest rates eating away at their net 
interest margins, and growing competition from new 
technology-savvy players – big tech and fintech.

These adjustments have to take place at a time of rapid 
technological change in the financial sector. On the one hand, 
many of the “fintech innovations” allow banks to better exploit 
scale economies and – ultimately – reduce costs. On the other 
hand, client expectations are changing – and with them 
the nature of bank competitors. Clients, in particular those 
on the retail side, increasingly ask for a “seamless customer 
experience”. While this may help segment the customer base 
and support price discrimination, the corresponding shift to 
multipurpose internet platforms invites new competitors. 
Here, so-called “big tech” players – dominant technology 
firms from the online sales or messaging sector – loom large. 
These already have the necessary IT infrastructure, analytical 
skills, financial resources and established client base to erode 
banks’ market share.

EU banks are less profitable than equivalent US ones since 
the financial crisis

The profitability of European banks is weaker than that of 
American ones. Unlike their US peers, they do not enjoy the 
benefits of a single market and the economies of scale that  
it brings. 

As B. de Longevialle stressed in his article for the Eurofi 
Vienna Magazine, US banks also tend to sell lower-risk 
residential mortgages into the securitisation market and have 
deeper nonmortgage consumer finance and more attractive 
midsize corporate lending businesses. Large US banks 
generate a higher interest spread on loans and deposits than 
many European banks, reflecting the higher interest rates in 
the US, and high levels of nonperforming, nonaccrual loans in 
several European countries. The focus of European banks on 
low-risk mortgage loans, where industry overcapacity affects 
pricing, contributes to erode profitability.

In addition, the way regulations are applied by national 
supervisors has led to a retreat of the Single Market 
and to higher fragmentation. In particular the lack of 
“branchification” and waivers on stand-alone capital, liquidity 
and internal MREL requirements for foreign subsidiaries 
impedes the efficient and seamless use of resources across the 
euro area.

At a time when the industry is transforming into the 
digital rules the current EU prudential and accounting rules 
continue to require their deduction from capital. P. Bordenave 
in his article for the Eurofi Magazine pointed out that this 
is also a key issue that further accentuates the competitive 
disadvantage of European banks versus US banks, which are 
able to record software investments as tangible assets with a 
RWA of 100%.
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13:00 to 14:00

Building an effective CMU for the EU27 post-Brexit: 
does the project need redesign, prioritization  
and a delivery timetable?

KLIMT ROOM

The objective of this session is to discuss the challenges that the CMU initiative is currently facing, what may be 
achieved by the end of the present Commission, whether the project needs redesign, prioritisation, a reviewed 
timetable, or all three to ensure its effective implementation and how this may be achieved.

Chair
David Wright
President, EUROFI

Public Authorities

John Berrigan
Deputy Director-General, DG FISMA,  
European Commission
Roberto Gualtieri
MEP, ECON Committee & Chair and Member  
of the Brexit Steering Group, European Parliament
Steven Maijoor
Chair, ESMA
Robert Ophèle
President, AMF

Industry Representatives

Stéphane Boujnah
Group Chief Executive Officer, Euronext 
Vittorio Grilli
Chairman of the Corporate and Investment Bank 
EMEA, J.P. Morgan
Susan Revell
Deputy Chair and General Counsel, EMEA,  
BNY Mellon

SPEAKERS POINTS OF DISCUSSION

Is the CMU initiative as it currently stands on track 
and is it likely to achieve its goals? What are the main 
challenges that the CMU project is facing? Does it 
need a complete overhaul possibly around a smaller 
set of key priorities or a different focus? Is Brexit just 
‘sand in the machine’ and a transitional fragmentation 
factor or does it require rethinking the fundamental 
objectives of the CMU?

What should be the priorities and the main focus areas 
of the CMU initiative going forward? Does the scope 
of the project need reviewing with a stronger EU27 
perspective given Brexit?
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Many new CMU-related legislations have been proposed, 
but the effective progress made so far in their adoption and 
implementation is limited

The CMU was designed at the end of 2014 as an EU-wide 
project aimed at developing and further integrating capital 
markets in the EU28. The objective is to better connect savings 
to investment across the Union and foster growth by providing 
SMEs and infrastructure projects in particular with alternative 
sources of financing. The Action Plan of September 2015 set out 
a broad range of 33 actions. These were completed at the end 
of 2016 with an additional set of priorities regarding fintech, 
sustainable finance and personal pensions (PEPP).

Most of the legislative proposals corresponding to the 
CMU action plan have now been delivered by the Commission, 
which considers that with these proposals all the necessary 
building blocks for the CMU are on the table. However only a 
limited number of them have so far been adopted (securitization 
framework, reviewed prospectus rules, amendments to 
EuVECA venture capital fund rules) together with a code of 
conduct regarding withholding tax. It is therefore likely that the 
implementation of the CMU will only be quite partial by the end 
of the present Commission. 

In addition, the political and macro-economic context in 
Europe creates further challenges for the CMU. Brexit is a first 
issue given the current importance of the City for EU capital 
market activities. A second concern are the lasting fiscal and 
structural economic divergences across Member States and 
developing nationalistic trends that may increase domestic 
retrenchment in the Union.   

With the European elections in sight, the time has come to 
reassess the CMU project

Completing the CMU should be a key objective of the 
upcoming Commission. Several key issues need to be considered 
in this perspective.

Prioritization: The current CMU action plan adopts a toolbox 
approach and comprises a large number of legislative and non-
legislative actions (around 70) that have quite diverse objectives 
and scopes. Some actions aim to improve fundamental 
components of EU capital markets (e.g. related to market 
infrastructure, tax or supervision), while some others have more 
specific objectives (e.g. focusing on SME listing, crowdfunding 
platforms or fund cross-border distribution) and others yet 
(such as securitisation or sustainable investment) have a broader 
agenda going beyond the development of capital markets.

This multiplicity and diversity of actions is understandable 
due to the complexity of capital markets and the number of 
improvements that are needed. But it makes the building 
of momentum and of an appropriate CMU timetable quite 
challenging, and exposes it to multiple negotiations and 
potential blockages at Parliament and Council levels.

A further prioritization of the actions needed to achieve 
the CMU seems necessary to accelerate the implementation 
of its key components in the short term. This idea was recently 
supported by eight EU Finance Ministers in particular who called 
in July for focusing resources on the outstanding parts of the 
CMU with the largest impact, which enjoy broad support among 
Member States and can be completed quickly¹, on proposals that 
will allow the financial services industry in Europe to benefit 

fully from technological developments and on implementing 
an effective supervisory framework in the context of the  
ESAs review². 

Longer term ambition: The current CMU action plan, which is 
focused on actions that were initially considered to be achievable 
by 2019, mostly leaves out more ambitious but essential 
objectives regarding fundamental components of EU capital 
markets such as insolvency law or taxation processes. Some 
specific issues are being addressed in the CMU or thanks to T2S 
(e.g. regarding withholding taxes or conflicts of law), but further 
improvement and harmonization of these rules is necessary, at 
least as a longer term objective, in areas that impact the most 
issuers and investors in order to eventually achieve a real CMU.

Moreover, some key issues for the development of EU capital 
markets seem under-developed in the current action plan, 
despite its breadth. One is equity financing, which is essential for 
financing innovative and immaterial projects in particular and 
could benefit from a specific workstream³. A second area is the 
further development of a retail and institutional investor base in 
the EU27 that would be more likely to invest in EU businesses 
and be more stable in case of economic shock⁴. 

Brexit: Brexit is a potential catalyst for the CMU. But adapting 
the CMU action plan, which was designed prior to the Brexit 
process, to a European capital market context that is likely to be 
more fragmented post-Brexit, with activity moving to different 
EU27 locations and new frictions between the EU and the UK 
is essential. This means in particular ensuring that there is an 
appropriate focus in the CMU action plan on further developing 
and integrating EU27 capital markets and connecting EU27 
financial centres and on reviewing regulatory and supervisory 
approaches for handling relationships with third-countries. 

Technology: Another important development is the growth of 
new technologies, which may substantially change financial 
business models and the structure of the EU financial sector in 
the coming years. This may require a more substantial change 
of paradigm of the CMU than what the current Fintech and 
crowdfunding proposals may allow. Technology is indeed likely 
to be a key driver of the efficiency and cross-border development 
of capital market activities in the coming years and the policy 
actions needed to support these changes for the benefit of EU27 
issuers and investors need to be anticipated appropriately in  
the CMU.

Connection with the Banking Union: A final question that needs 
further addressing is the positioning of the CMU vis a vis the 
Banking Union and more specifically the role that the banking 
sector may play in the achievement of the CMU, given its 
importance for the financing of the EU economy.

Basel and CRD IV rules have resulted in reducing banking 
activities, therefore the need to complete financing resources 
through the capital markets is unquestionable. However, how 
this should be done, building on the role that banks will continue 
to play (e.g. as intermediaries, market-makers) in capital markets 
needs defining more precisely. Another question is whether 
the achievement of the CMU is dependent on the support of a 
sufficiently integrated banking sector in the EU and of stronger 
pan-European banks, in which case a more European approach 
to banking regulation and supervision than what is possible in 
the current Banking Union structure would be needed. 
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¹  Priorities proposed include the investment firms review, the proposed framework for covered bonds and proposals regarding sustainable 
investment (Shared views of the Finance Ministers from Denmark, Estonia, Finland, Ireland, Latvia, Lithuania, Sweden and the NL about the 
CMU – 18 July 2018).

²  Support was also brought by these ministers to the pursuit of national reforms to develop local capital markets possibly backed by the Commission’s 
Structural Reform Support Service.

3  Which could include in particular a review of Solvency II prudential requirements regarding equity investment and of the debt-equity fiscal bias, 
in addition to on-going CMU actions likely to impact equity markets (prospectus, SME listing, EuVECA…).

4  Proposals have been made regarding the PEPP and some adjustments to prudential requirements but many market observers consider that further 
efforts are needed at EU level to e.g. reinforce the long term investment capacity of European insurance companies, develop pension funds and 
encourage retail investment.



14:00 to 15:00

Enhancing supervision and resolution 
in the Banking Union

KLIMT ROOM

In response to the sovereign debt crisis, the EU created the Banking Union in 2012 to safeguard financial stability 
(reduce financial fragmentation, break the link between banks and their national sovereigns), to deliver a safer 
banking sector and protect the taxpayer from the cost of bank failures. 
The Single Supervisory Mechanism (SSM) was fully established in 2014 and the Single Resolution Mechanism (SRM) 
became operational in 2016, together with a Single Resolution Fund which will gradually accumulate and become 
mutualized in the period to 2024. 
The objective of this session is to discuss the priority areas for improving supervision and resolution in the  
Banking Union.

Chair
Edouard Fernandez-Bollo
Secretary General, ACPR

Public Authorities

Felix Hufeld
President, BaFin
Elke König
Chair, SRB
Sabine Lautenschläger
Member of the Executive Board and Vice-Chair  
of the Supervisory Board, ECB
James Morsink
Deputy Director, IMF

Industry Representatives

Diony Lebot
Deputy Chief Executive Officer, Société Générale
Johannes-Jörg Riegler
President, Association of German Public Banks  
& Chief Executive Officer, BayernLB
Diederik van Wassenaer
Global Head Regulatory and International Affairs,  
ING Group

SPEAKERS POINTS OF DISCUSSION

What are the priority areas for improving bank 
supervision in the Banking Union?

In which priority areas can the resolution framework 
of the Banking Union be improved?
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Ring fencing should no longer be an issue in the 
Banking Union as there is now a single supervision 
authority and a single resolution authority which 
together unite all the National Competent Authorities. 
This institutional set up should now fully deliver to 
make Member States feel more confident that, in time 
of crisis, there will be no national bias. However there is 
still a lack of trust of national supervisory authorities vis 
a vis the Single Supervisory Mechanism and Resolution 
Mechanisms. 

However, the Banking Union currently remains a 
mixture of European and national elements. The single 
rule book is not a truly single comprehensive framework 
for banking activities which makes supervision less 
effective and efficient. The legal framework underpinning 
banking activity in the euro area remains fragmented. 
Banking markets are still fissured along national 
borders. The SSM has indeed to cope with a patchwork 
of national laws that create gaps and inconsistencies and 
work against the level playing field. 

While the ECB has done all it could to harmonise 
the rules, the legislation remains partly uneven, leaving 
opportunities for national diversions and hampering the 
level playing field. 

It is also essential to address the concerns of “host 
countries” vis a vis the EU crisis management framework 
(see Eurofi paper on “Optimising the Banking Union”) in 
order to suppress the perceived need for Options and 
Discretions at purely national level: discretion if justified 
should be able to be exercised at European level. 

Moreover, supervision remains still fragmented with 
tools applied in different ways in different countries 
e.g. onsite inspections and some tools existing in some 
countries and not in others e.g. moratorium.

In terms of control or policy coordination, the SSM 
and SRM are responsible for bank supervision and 
resolution, but bank liquidation are still executed by 
Member States under national law, which can lead to a 
different treatment among the creditors of the same type 
in case of liquidation. In terms of liability, the European 
level now bears part of the cost of bank failures:  in 
addition to losses imposed on the private sector via 
bail-in, a Single Resolution Fund (SRF) and its backstop 
are being established. However an important part of 
the potential costs still lies with Member States since 
possible costs in the case of bank liquidation remain 
addressed entity by entity at the national level.
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14:00 to 15:00

Developing EU securities markets: SME listing  
package, corporate bonds

BRUCKNER ROOM

The objective of this session is to discuss the impact that can be expected from the measures recently proposed by 
the Commission for developing SME listing and the assessments regarding corporate bond markets, the conditions 
of success of these initiatives and whether additional proposals are needed.

Chair
Verena Ross
Executive Director, ESMA

Public Authorities

Sebastián Albella Amigo
Chairman, CNMV
Nicoletta Giusto
Director of the International Relations Office, 
CONSOB

Industry Representatives

Hank Erbe III
Global Head of Strategic Relationship Management 
and Public Policy, Fidelity International
Vincent Remay
Advisor to the Chairman, Tradition
Lauri Rosendahl
President, Nasdaq Nordic
Antonio J. Zoido
Executive Chairman, BME

SPEAKERS POINTS OF DISCUSSION

What impacts can be expected from the measures 
proposed by the Commission to support SME listing 
on SME Growth Markets? Are they sufficient for 
developing more active SME listed markets and for the 
EU IPO market to regain pre-crisis levels? What other 
policy measures may be needed? 

What are the key short and longer term priorities 
for further developing European corporate bond 
markets following the different assessments and 
recommendations made regarding liquidity drivers, 
private placements and possible improvements to  
the market? 
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Proposals for facilitating the listing of SMEs on MiFID II 
“SME Growth Markets” 

The Commission published in May 2018 proposals aiming 
to make SME Growth Markets (SME GM) more attractive, 
while maintaining a high level of investor protection and 
preserving market integrity. These proposals are the first of a 
set of actions (the SME listing package) which will also include 
a study on SME research provisions and an assessment of the 
role that public financial support could play in encouraging 
more listing on public markets.

Developing the access of SMEs to bond and equity markets 
is a key objective of the CMU in order to diversify their funding 
sources and facilitate their funding with instruments that are 
more appropriate to the financing of innovative projects and 
growing businesses. However EU public markets for SMEs are 
currently struggling to attract new issuers, Europe is producing 
only half of the SME IPOs that were generated before the 
crisis and SME bond markets remain underdeveloped notably 
compared to the US. This low level of activity has consequences 
for the funding of SMEs but also affects the “funding escalator”, 
decreasing the potential number of companies that may 
eventually access to the main regulated markets (RM). The 
main obstacles identified by the Commission are the high 
compliance costs and complexity for issuers to list on public 
markets and the low level of liquidity of these markets, which 
affects issuers, investors as well as intermediaries.  

SME GMs are a new category of trading venue that was 
introduced by MiFID II in January 2018 with the objective to 
raise the profile and visibility of SME Markets across the EU. 
In order to qualify as an SME GM, at least 50% of the issuers 
whose financial instruments are traded on the venue need to 
be SMEs, the listing rules of SME GMs must also satisfy certain 
quality standards including appropriate admission documents 
and periodic financial reporting and SME GMs are also subject 
to the Market Abuse Regulation (MAR) with some alleviated 
rules. However SME GMs have so far not generated much 
enthusiasm with only three venues registered as such. This has 
been explained by the insufficient alleviation that is provided 
at present from Prospectus and MAR requirements, the lack of 
authorized mechanisms to promote trading and liquidity on 
SME GMs and an inadequate definition of SME GM.

In order to address these issues, the Commission has 
proposed targeted amendments to the Prospectus and MAR 
regulations as well as technical adjustments to MiFID II for 
SME GM that include: 
• Adapting current obligations to keep registers of persons 

that have access to price-sensitive information so as to 
avoid excessive administrative burden for SMEs, while 
ensuring that competent authorities can still investigate 
cases of insider dealing;

• Allowing issuers with at least three years of listing on SME 
GMs to produce a lighter prospectus when transferring to 
a regulated market;

• Making it easier for trading venues specialised in bond 
issuance to register as SME GMs by setting a new definition 
of debt-only issuers (i.e. companies that issue less than 
EUR 50 million of bonds over a 12-months period);

• Creating a common set of rules on liquidity contracts for 
SME GMs (i.e. agreements between issuers and financial 
intermediaries for buying and selling shares) in all Member 
States, in parallel to national rules. 

Recommendations to improve the functioning of European 
corporate bond markets

Developing more integrated, more liquid and deeper 
corporate bond markets in the EU is another important 
objective of the CMU. The issuance of corporate bonds has 

significantly increased in Europe over the last few years, 
notably driven by low interest rates, the corporate sector 
purchase programme of the ECB and the reduction of bank 
funding since the implementation of new Basel rules. However 
questions remain about the sustainability of this trend in 
the future. In addition corporate bond markets are still quite 
underused in the EU compared notably to the US.

Concerns have also been raised by market participants 
about a perceived reduction of liquidity on secondary bond 
markets and the segmentation of EU corporate bond markets 
along national lines. Although most studies on bond market 
liquidity conducted to date have not allowed to confirm these 
claims, a study on the drivers of corporate bond liquidity 
conducted recently under the aegis of the Commission 
concludes that there is some evidence of reduced liquidity in 
the European corporate bond market since the crisis. This is 
shown by significant declines in certain key activity indicators 
and a deterioration of price-based indicators of liquidity and 
market depth measures. Regulatory changes affecting market-
making activities and dealer inventories (new Basel capital and 
liquidity rules in particular) are considered to be a contributing 
factor of this evolution, although it is difficult to draw definitive 
conclusions, according to the study. 

An expert group set up by the Commission in the context of 
the CMU made recommendations at the end of 2017 to improve 
European corporate bond markets. 22 recommendations were 
formulated, building on existing EU initiatives in the capital 
markets area and pursuing six main objectives: (1) Making 
issuance easier for companies with changes to the MAR and 
prospectus rules in particular; (2) Increasing access and options 
for investors by harmonizing insolvency regimes across the EU, 
recalibrating Solvency II rules and developing the PEPP and 
ETFs; (3) Ensuring the efficiency of intermediation and trading 
activities and notably avoiding a dis-incentivisation of market-
making; (4) Fostering the development of new forms of trading 
(e-trading, fintech enabled) and improving the post-trade 
environment; (5) Ensuring an appropriate level of information 
and transparency following the implementation of MiFID II; 
(6) Improving the supervisory and policy framework and its 
consistency in the EU with stronger supervisory convergence 
at ESMA level (see Eurofi Regulatory Update for further detail). 

Another study on the development of private placement of 
debt in the EU confirmed the potential of this type of instrument 
on a national and cross-border basis in complementing 
traditional funding instruments, given the success of these 
markets in Germany and France. The main target is companies 
with revenues ranging between €75M and €5B and with strong 
credit ratings. No specific regulatory obstacles to the expansion 
of private placements at the national and cross-border levels 
were identified by this study, apart from concerns already 
identified for corporate bond markets.

Some policy steps were proposed in this study at the 
European and national levels in order to foster the development 
of domestic private placement markets; however the study did 
not envisage the creation of a European framework for these 
instruments. Actions proposed include information campaigns 
to increase the awareness of issuers and investors about 
private placements, the exchange of best practices between 
Member States and financial institutions, the standardisation 
of documentation and processes and reviewing the regulatory 
framework applying to private placements at domestic level 
in order to relax overly prescriptive laws and create private 
placement specific provisions. Considering how to provide 
an independent and cost-efficient third-party opinion on the 
credit quality of private placement issuers was also suggested.
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15:00 to 16:00

Effectiveness and integration of the EU fund sector

KLIMT ROOM

This session will discuss the main opportunities and challenges that the EU asset management sector is facing in 
terms of integration and competitiveness, how the existing EU regulatory framework and the proposals made by the 
Commission e.g. to facilitate cross-border fund distribution may help to address them and whether any additional 
measures are needed. This panel will also assess the new opportunities and challenges raised by technology for  
the sector. 
The development of the asset management sector is a key driver of the CMU, given the role that funds may play in the 
intermediation of capital, the diversification of portfolios and the allocation of capital across the EU. Fund markets 
are however still predominantly domestic at present in the EU, despite UCITS and AIFM passports, and fragmented 
with a high number of funds of a relatively small average size compared to the US, which increases costs and lowers 
potential investor return. 
Different EU measures aim to facilitate a further integration and rationalisation of fund markets in the Union. UCITS 
IV includes rules to facilitate cross-border fund mergers and master-feeder structures. Measures were also proposed 
in March 2018 by the Commission to facilitate fund cross-border distribution (covering areas such as marketing 
requirements, supervisory fees, local presence requirements and notification procedures, and the provision of a 
centralised access to information on domestic fund rules by ESMA). 
New technologies such as artificial intelligence and DLT and digitalised services such as robo-advice are also expected 
to play a major role in the future in the asset management sector in all steps of the value chain. These technologies 
offer new opportunities in terms of efficiency and customer interaction but can also create new challenges in terms 
of competition and business model redesign.

Chair
Mario Nava
Chairman, CONSOB

Public Authorities

Sirpa Pietikäinen
MEP, ECON Committee & EPP Shadow Rapporteur  
on Sustainable Finance, European Parliament
Hanzo van Beusekom
Executive Board Member, Dutch AFM

Industry Representatives

David Claus
Luxembourg Country Head, BNY Mellon
Eric Derobert
Group Head of Communications & Public Affairs, Caceis
Dennis Gepp
Senior Vice President, Managing Director and Chief 
Investment Officer, Cash, Federated Investors (UK) LLP
Stéphane Janin
Head of Global Regulatory Development,  
AXA Investment Managers

Expert

Niels Lemmers
Managing Director, European Investors

SPEAKERS POINTS OF DISCUSSION

What are the main opportunities and challenges that 
the EU fund sector is facing at the European and 
global levels? What are the objectives of the sector in 
terms of further integration and competitiveness? 

To what extent can the integration and 
competitiveness of the EU asset management sector 
be improved with the existing EU fund frameworks 
and the CMU-related policy proposals? What 
additional regulatory or industry-driven measures 
might be needed to improve the integration and 
competitiveness of the EU fund sector? Can new 
technologies support these improvements and what 
are the related challenges?
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15:00 to 16:00

Review of the Solvency II long term package

BRUCKNER ROOM

This roundtable as an informal contribution to the review by the EU Commission of the LTG measures and the 
measures on equity risk, by 1 January 2021.  The purpose is firstly to take stock on the current features of the Solvency 
II long-term guaranties (LTG) package, by notably discussing their observed added value and the main issues 
identified so far. 
In addition, the session will try to sort out new challenges in terms of economic developments, that might be 
taken into account on the occasion of this review, and to outline the possible priorities required to adjust the  
regulatory package. 

Chair
Martin Merlin
Director, Regulation and Prudential Supervision  
of Financial Institutions, DG FISMA,  
European Commission

Public Authorities

Pervenche Berès
MEP, ECON Committee, European Parliament
Lionel Corre
Deputy Director Insurance Division,  
Ministry of Economy and Finance, France
Frank Grund
Chief Executive Director, Insurance and Pension Funds 
Supervision, BaFin
Manuela Zweimueller
Head of the Policy Department, EIOPA

Industry Representatives

Tobias Bücheler
Head of Regulatory Strategy, Allianz SE
Clément Michaud
Chief Financial Officer, Crédit Agricole Assurances

Expert

Jean-Jacques Bonnaud
Member of the Board and Treasurer, EUROFI

SPEAKERS POINTS OF DISCUSSION

What are the features of the LT package which should 
be preserved? What are the main issues identified so 
far regarding the Solvency II long-term (LT) package 
(e.g. inappropriate impacts of the extrapolation of the 
risk-free interest rate curve on the financial position 
of undertakings, relevance of matching and volatility 
adjustment mechanisms, unintended evolution of 
insurance products featuring long-term guarantees, 
undue penalisation of longer term assets, etc.)? 

Are there new challenges that might be taken into 
account for the revision of the LT package (e.g. need to 
further invest on long term in the context of climate 
related challenges, sustainability liability or adaptation 
risks, ABA global systemic risk approach, new 
accounting standards (IFRS 17), CMU which targets 
institutional investors to further invest on equities, 
low for long context, etc.)? 

What are the possible priorities to adjust the LT 
package (e.g. deep recalibration of the stress on 
certain assets, reconsider the discount rate approach, 
adopt a different time horizon for stressing the assets 
related to LT Guarantees, definition of stress testing 
approaches to cope with emerging risks, etc.)?
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European insurers are important institutional investors in 
Europe’s financial markets. It is therefore crucial that prudential 
regulation does not unduly restrain their appetite for long-term 
investments, while properly depicting the risks.

Indeed, matching financial cash-flows of long-term assets with 
insurers’ long-term guarantees means insurers are less exposed 
to the short-term market-type price movements of their assets, 
which are unrelated to potential credit defaults. 

Firstly, Solvency II withdrew some existing investment limits 
imposed by Member States regarding in particular less liquid ones 
such as infrastructure.  Instead, insurers are now free to invest 
provided that they apply the ‘prudent person principle’ that capital 
requirements depend on the actual investment risk. 

Consequently, the standard formula is detailed enough to 
cater for different asset classes, featuring different risk profiles 
among which: 
-   certain types of investment fund that have been created recently 

under EU legislation, such as European Social Entrepreneurship 
Funds and European Venture Capital Funds;

-    investments in closed-ended, unleveraged alternative investment 
funds, which capture in particular other private equity funds and 
infrastructure funds other than the European Funds mentioned 
above;

-   infrastructure assets which are considered as a specific asset class 
to cope with its specific (and attractive) long term risk profile;

-  unrated bonds and loans targeting in particular SMEs;
-   debt instruments fully guaranteed by multilateral development 

banks, such as the European Investment Bank or the European 
Investment Fund, which are exempted from any capital 
requirement for spread and concentration risk.

Finally, the identification of a high-quality category of 
securitisation should also be a significant enabler for insurers to 
invest in a diversified type of safe long term (mortgage backed 
securities notably) real economy assets.

Since a perfect match in duration neutralises the capital 
requirement for interest rate risk, which is one of the main 
components of the total capital requirement for life insurers in 
particular, the Solvency II capital requirements also incentivise 
insurers to match the duration of assets and liabilities. 

In addition, besides this, the capital requirements seek to 
reduce undue volatility. The so-called “long-term guarantees” 
(LTG) measures, introduced by Omnibus II, mitigates this artificial 
volatility by partially reflecting movements in asset prices in the 
market-consistent valuation of the liabilities, thereby reducing 
artificial balance sheet volatility.

In this perspective, in certain portfolios where cash-flows are 
matched and insurers can hold fixed-income assets to maturity, 
one may also use the ‘matching adjustment’, which smooths out 
the artificial volatility of their balance sheet and significantly 
reduces the capital requirement corresponding to short-term 
spread fluctuation risk. 

Alternatively, a volatility adjustment applied to the discount 
rates for calculating technical provisions, can stabilise insurers’ 
capital resources, and avoid triggering pro-cyclical divestments 
behaviours in response to a deterioration of bond prices. 

The EIOPA is required to provide an annual report on the 
LTG measures until 1 January 2021 (two of our annual reports have 
already been published in December 2016 and December 2017). 
These reports provide an instructive basis for understanding the 
impact and the sensitivity of these measures.

LTG measures as a whole are being widely used. More than 
25% of the undertakings accounting for 74% of technical provisions 
of European insurers in the European Economic Area use one 
of voluntary measures. On a Europe-wide basis, the volatility 
adjustment is the most frequently used measure.

The impact of the LTG measures is significant. For the ones 
using them, they result in an increase in the SCR ratio of an 
average of 69 percentage points. According to the EIOPA the first 
observations from the impact of Solvency II point to an increase in 
long-term investment and a stable allocation to equity.

However, despite LTG measures, the EIOPA also points point 
to more illiquid investments and to non-traditional asset classes, 
such as infrastructure, which improve asset diversification but are 
attributed to the low interest rate environment. 

In addition, the EIOPA also witnesses an acceleration of the 
change in business models, especially in life insurance, with the 
move towards contracts with lower and more flexible guarantees 
and, in some countries, the significant increase of pure unit-linked 
products to ensure the long-term sustainability of the insurers’ 
commitments and optimise capital in a Solvency II environment. 
This evolution also increases the transfer of risks to policyholders.

In this context, whereas Insurance Europe welcomed the 
improvements the European Commission has already made 
to the framework in particular by recognising infrastructure 
investment as a separate asset class and by removing barriers to 
standardised transparent securitisations, a survey of insurers  from 
across Europe completed by this EU trade association, shows that 
Solvency II brings benefits but deters long-term business. 

While the survey has shown that over three quarters of 
the respondents have seen a positive effect from the EU’s 2016 
Solvency II regulation on their risk management and governance 
practices and on their management of assets and liabilities, 58% 
of the respondents offering long-term savings products with 
guarantees said that Solvency II has had a negative effect on those 
products. And 48% said that Solvency II has led them to invest 
less than optimum amounts in equities, long-term bonds, private 
placements or unrated debt.

The survey also provides evidence that insurers are under 
pressure to shift risk to customers and to withdraw from long-
term guaranteed savings products and that Solvency II is affecting 
the ability of insurers to invest long-term in the economy at a time 
when the European Commission is seeking to boost sustainable 
EU growth.

Insurance Europe suggests consequently that 2018 and 
2020 reviews should address the overly conservative nature of 
the regulation, that resulting notably from the fact that it treats 
insurers as if they were short-term traders when they are, in fact, 
mostly long-term investors.

Among the issues to be addressed in the current Solvency II 
review features reducing the cost of capital in the risk margin, 
which requires all insurers to set aside extra capital. This currently 
removes over €200bn of capital from insurers’ balance sheets, 
which could be put to productive use since in practice such 
resources are only needed in the very rare cases of failure. 

The EIOPA acknowledges that Specific work is required in this 
area, in order to explore the development of a specific regulatory 
treatment of the spread and equity risk charges associated with 
long-term assets backing certain types of truly long-term illiquid 
liabilities. 

The review of Solvency II follows the structured process 
envisaged in the legislative texts:
-   by 2018, the review of the Solvency Capital Requirement (SCR) 

and,
-   by 2021, the overall review of the regime, including the treatment 

of long-term guarantees (LTG).
This is the occasion to address those building blocks of 

insurers’ regulatory framework and accounting standards – 
calibration, time horizon for assessing risk, etc. - that still prevent 
these regimes from fully properly capturing risks and restraining 
the appetite of insurers for long-term investments. 

Although they require often more than marginal recalibrations 
and prefer defining certain fundamental principles, which should 
enable not to consider insurers as “short term traders” expected 
adjustments should not trigger a revolution in the investment 
strategy of insurers since the profession “only” points to “less 
than optimum amounts in equities, long-term bonds, private 
placements or unrated debt”. 

Another challenge is to deliver two sets of revisions which are 
fully consistent and apply evenly to the insurers using the standard 
formula or internal models. 
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16:00 to 16h50

Can existing market infrastructures sufficiently  
support the CMU?

KLIMT ROOM

This session will assess the changes to the EU27 securities market structure that are resulting from the implementation 
of EU trading and post-trading regulations, TARGET2-Securities (T2S) and also technological innovation and discuss 
whether EU27 market infrastructures, given these changes and expected impacts from Brexit, can appropriately 
support the achievement of the objectives of the CMU.
Efficient and resilient trading and post-trading market infrastructures are essential for the functioning of securities 
markets. Their regulatory framework has been completed and reviewed in the EU since the financial crisis (with 
EMIR, CSDR and MiFID II). This has led to significant changes in the structure of these markets notably with the 
emergence of new venues, the development of open access and interoperability and enhanced transparency. In 
addition the implementation of T2S is helping to improve the harmonization and integration of EU securities post-
trade markets. 
New technologies and digital services such as DLT, the cloud or machine learning moreover have the potential 
to further transform trading and post-trading processes and the role of central market infrastructures, although 
the scalability of these technologies remains a challenge for their use in mainstream processes. Brexit is a further 
challenge since UK-based market infrastructures (stock exchanges, CCPs) handle a significant proportion of the 
trading and clearing of securities issued by EU27 firms.  

Chair
Markus Ferber
MEP, 1st Vice-Chair, ECON Committee,  
European Parliament

Public Authorities

Sébastien Raspiller
Assistant Secretary,  
Ministry of Economy and Finance, France
Verena Ross
Executive Director, ESMA
Joachim Wuermeling
Member of the Executive Board, Deutsche Bundesbank

Industry Representatives

Alexandra Hachmeister
Chief Regulatory Officer, Deutsche Börse Group
Ilse Peeters
Head of Government Relations and Public Affairs, 
Euroclear

SPEAKERS POINTS OF DISCUSSION

How is the EU market structure evolving following 
the implementation of EU trading and post-trading 
regulations and T2S? Are new technologies expected 
to change significantly the structure of EU securities 
markets and the role of market infrastructures in the 
medium term?

Does the EU27 have the appropriate market 
infrastructure to support CMU objectives and to allow 
the EU27 to face up to Brexit challenges, given these 
on-going changes? What additional policy changes 
might be needed? Should the actions to improve the 
consistency of rules pertaining to securities markets 
be more ambitious? Should the supervision of EU 
cross-border market infrastructures (e.g. CSDs, 
trading venues) be reviewed in the same way as what is 
proposed regarding CCPs?
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Eurofi would like to thank very warmly 
the Austrian EU Council Presidency 

for their support to the organization of this event
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16:00 to 17:00

European retirement needs: prospects of the PEPP

BRUCKNER ROOM

Europe’s population is ageing. In 2060, for every retired person there will only be two people of working age, 
compared to four today. This has led to reforms intended to make public pensions more sustainable – and often less 
generous- in future.
On 29 June 2017, the EU Commission set out a legislative proposal for a pan-European Pension Product (PEPP), a 
simple and cost-effective 3rd pillar retirement framework which will be portable across EU Member States. The PEPP 
is designed to give millions of savers in the EU more choice in the fragmented and uneven European market, where 
options are nearly non-existent in some Member States. But it will also create new opportunities for providers to tap 
into a European-wide single market for personal pensions estimated to grow from € 0.7 tn to €2.1tn over the next 
decade, assuming tax incentives for PEPP.
PEPP is a voluntary framework for a 3rd pillar pension product and will complement existing state-based, occupational 
and national personal pensions, but neither replace nor harmonise national personal pension regimes.
The PEPP proposal is also a key component of the European Commission’s Plan for an EU Capital Markets Union as 
it seeks to channel more savings into long-term investment in the EU. The Commission‘s PEPP proposal is currently 
under discussion in the European Parliament with a plenary vote scheduled for September, while the Council already 
has agreed on a negotiating mandate.
The objective of this session is to discuss the remaining issues to achieve a successful agreement at the EU level 
on this legislative proposal. Speakers will notably be invited to express their views on the ability of the EU PEPP 
framework to encourage citizens to increase their savings for retirement and foster the development of personal 
pensions across borders and long-term investment in Europe.

Chair
Martin Merlin
Director, Regulation and Prudential Supervision  
of Financial Institutions, DG FISMA,  
European Commission

Public Authorities

Gabriel Bernardino
Chair, EIOPA
Brian Hayes
MEP, ECON Committee, European Parliament
Nadine Wiedermann-Ondrej
Head of Division, Legal Matters on Insurance, Legal 
Matters on Auditor Oversight, Beneficial Owner Registry 
Authority and State Guarantees, Federal Ministry  
of Finance, Austria

Industry Representatives

Xavier Larnaudie-Eiffel
Deputy General Manager, CNP Assurances
Natalie Westerbarkey
Head of EU Public Policy, Fidelity International

Expert

Guillaume Prache
Managing Director, Better Finance

SPEAKERS POINTS OF DISCUSSION

Following the position adopted by the Council and the 
recent developments in the European Parliament, what 
are the remaining issues concerned with obtaining a 
successful agreement on the PEPP legislative proposal 
(e.g. role of EIOPA, cross-border portability, eligible 
PEPP providers,  default option, out-payment options)? 

What should be the added value of PEPP compared 
with domestic personal pension products in the 
different Member States?



Reasons for and objectives of the Proposal of the European 
Commission

Europe is facing an unprecedented demographic 
challenge. In 2060, for every retired person there will only 
be two people of working age, compared to four today. Our 
social and welfare systems are already coming under pressure. 
That is why it is urgently needed to bridge the pension gap 
created by our ageing population.

Alongside occupational pensions, personal pension plans 
are part of the solution to supplement state-based pensions. 
But today they are underused: only 27% of Europeans between 
25 and 59 years of age save towards a voluntary personal 
pension plan.

This is linked to the underdevelopment of the personal 
pensions market. In many Member States, supply is limited, 
and savers often face limited competition between providers, 
hidden fees and expensive or no switching between providers. 
For those providers wishing to develop EU-wide products, a 
patchwork of rules stands in the way.

The legislative proposal of the European Commission 
aims to address this situation by contributing to a European 
market for personal pensions and encouraging competition 
between providers of the benefits of consumers. The 
European market for personal pensions is indeed fragmented 
and uneven. Supply is concentrated in a few Member States, 
while in some others it is nearly non-existent. In only 5 
Member States (SI, DE, ES, AT, SE), has more than 15% of the 
population bought a personal pension product. 
Some key issues
Eligible providers 

The legislative proposal enables a broad range of 
providers to offer a PEPP. The proposed financial institutions 
are regulated by different EU instruments, for example, 
CRD IV, Solvency II, IORPII, MiFID, IDD, UCITS and AIFM. 
Considering the diversity of applicable regimes, every effort 
must be made to ensure a level playing field for providers,  
and clear and even rights of PEPP users regardless of the  
type of provider.
Portability

With regard to the portability service, the Commission 
proposes in Article 13(3) that compartments must have been 
set up in all Member States within three years after entry 
into force of the Regulation. The compartments feature will 
ensure that PEPP is easily portable and enable providers to 
adapt their product to the requirements of each Member 
State, so that their savers can benefit from the tax incentives 
of their successive Member State of residence. 

This is an important feature, but some providers, in 
particular smaller ones, have expressed concerns about the 
difficulties to comply with the obligation on compartments. 
Solutions can be found to address these concerns, such as 
encouraging partnerships with other eligible PEPP providers, 
or creating a central EU database with information on the 
specific requirements of each Member State. Speakers could 
share their views on how the final legislative text could strike 
the right balance between the need to ensure the portability 
of the PEPP and the need to alleviate burdens in particular  
for small providers.  
Capital protection

PEPP will be a new product on the market. It will have to 
be both attractive and trusted by consumers and providers. 
The Commission proposes that providers should offer up  
to five PEPP investment options, including a default  
option. Providers may also offer the option of a coverage of 
biometric risks.

The default option must ensure capital protection either 
by a guarantee or by other risk mitigation techniques, such 
a life-cycle investment strategy. However irrespective of the 
type of capital protection, providers must ensure that the 
default option enables savers to recoup at least the capital 
invested. A capital guarantee lifts the investment risk from 
the saver to the provider, giving the savers a high degree of 
certainty over their investment. However, the safety of a 
guarantee has the downside of being expensive, and providers 
will generally invest via low risk/low return investment 
strategies. Furthermore, not all providers will be able to offer 
capital guarantees.

A life-cycle investment strategy does not provide a capital 
guarantee, but it may well deliver a better investment result 
because the risk mitigation generally sets in a number of years 
before the retirement age. Most assets in life-cycle strategies 
are invested in higher risk/higher return assets, with a 
switching mechanism to more conservative investments 
shortly before retirement.

 ‘Life cycle investment strategy’ can take the form of asset 
allocation using “risk desensitization grids” between funds. 
This strategy ensures that most savings are invested in equities 
for younger savers and include a de-risking mechanism to 
increase the proportion of bonds and monetary instruments 
as the planned retirement approaches achieved by the 
switching of funds. This is done quarterly or annually, the 
allocation being determined depending on investors’ age. 

The extent of the capital protection to be offered by the 
default option is still subject to discussions (whether the 
capital should cover also inflation and costs, and whether 
providers offering a default option taking the form of other 
risk mitigation techniques should have a legal obligation to 
ensure capital protection). Irrespective of the final response 
to these questions, savers should be fully aware of the 
characteristics of their default option and of the differences 
that might exist between guarantees and other risk mitigation 
techniques.  
Decumulation phase and out-payment options

According to the Commission’s proposal, the type 
of decumulation options proposed to savers is up to the 
providers’ choice (annuities, lump sum, regular withdrawals 
or a combination of options). This flexibility would enable 
providers to adapt their product to the specific requirements 
of each Member State, as conditions for the decumulation 
phase will generally be determined by national legislation. 

Savers would have the right to change the form of out 
payments once every five years during the accumulation period. 
However, savers exercising this right need to be aware that 
this might trigger tax consequences, if the tax treatment of the 
relevant Member State depends on the type of outpayments. 
Information, advice, costs and consumer rights 

Given that “trust” must be the key word, information on 
the product to consumers, and protection of their rights, 
must be an essential feature of PEPP. The Commission has 
proposed a specific PEPP KID (Key Information Document) 
that takes into account the particular retirement-related 
features of the PEPP. It is extremely important to provide 
savers with targeted information that is simple and accessible 
for a very broad audience, including people with limited 
financial literacy.

A pan-European product with the options of cross-
border portability and switching, clearly requires a single, 
harmonised PEPP Benefit Statement. It would also require 
pan-European consumer protection rules, and a single 
harmonised complaints and redress procedure.
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17:00 to 17:20

Speech: The key financial challenges facing the EU

KLIMT ROOM

Valdis Dombrovskis
Vice-President for the Euro and Social Dialogue,  
also in charge of FISMA, European Commission

SPEAKER
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Chair
Sylvie Goulard
Second Deputy Governor, Banque de France

Discussants

Jörg Kukies
State Secretary, Federal Ministry of Finance, Germany
Xavier Musca
Deputy Chief Executive Officer, Crédit Agricole S.A.
Vitas Vasiliauskas
Chairman of the Board, Bank of Lithuania 
Casper von Koskull
President and Group Chief Executive Officer,  
Nordea Bank

17:20 to 18:00

Exchange of views: Enhancing cross-border risk  
sharing and capital allocation in the Eurozone

KLIMT ROOM

In an effective Banking Union, there should no longer be any distinction between home and host supervisors for 
banks operating across borders and the possibility of “national bias” playing a part in regulation or supervision should 
be eliminated. 
However the EU legislative prudential framework does not recognize trans-national groups at the consolidated level 
but as a sum of separate subsidiaries (“national or solo approach”) notably due to the insufficient trust of Member 
States vis a vis the institutional set up of the Banking Union. Consequently the Banking Union represents a source 
of costs for the significant supervised entities - contribution to the Single Resolution Fund, internal loss absorbing 
capacity (iMREL), additional compliance costs - but has not yet produced beneficial effects on banking integration 
notably due to the national ring-fencing policies of capital and liquidity which clearly fragment the banking markets 
and impede the restructuring of the banking sector.
The objective of this exchange of views is to assess the reasons why banking systems are so fragmented in the 
Eurozone despite the implementation of the Single Supervisory Mechanism and the Single Resolution Mechanism 
and to discuss the possible way-forward. Speakers will also be invited to express their views on the priorities needed 
to foster cross-border consolidation in the euro area.

SPEAKERS POINTS OF DISCUSSION

 How to explain the deepening of the fragmentation of 
the EU banking markets despite the implementation 
of the Banking Union? How to explain the low level 
of cross-border consolidation in the Banking Union? 
What are the main root causes of this fragmentation?

What measures would address these root causes of ring 
fencing practices and allow considering transnational 
banking groups as integrated entities in the EU 
regulatory and supervisory practices?

How to achieve the conditions needed to allow an 
integrated functioning of banking groups? What 
are the challenges and benefits of transforming 
the subsidiaries of a euro area banking group into 
branches? How may this process be facilitated? Are 
there any other credible alternatives?
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Several essential building blocks are missing in order 
to progress towards a fully integrated EU banking system.

Despite the implementation of the Single 
Supervisory Mechanism (SSM) and the Single Resolution 
Mechanism (SRM), the distinction between home and 
host supervisors and the “national bias” still exists for 
banks operating across borders in the Banking Union. 
Ring-fencing policies applied to capital, liquidity and 
bailinable liabilities clearly distort the functioning of 
free banking markets, fragment them and impede the 
restructuring of the banking sector in Europe, which 
cannot benefit from the economies of scale of the single 
market compared to US banks for instance, which rely 
on a large unified domestic market.

In addition, defining prudential requirements at 
group level should contribute to enhance financial 
stability. For instance the main benefit of defining MREL 
only at the group level rather than also on the level of 
each subsidiary (internal MREL) is that it increases 
flexibility. In the case of a loss in a subsidiary that 
would be greater than the amount of internal MRELs 
prepositioned in the country of this subsidiary, it would 
be easier to mobilize the required capital using centrally 
held resource from the parent company. If all resources 
has been pre-allocated, it is unlikely that any local 
supervisor would accept that internal MRELs located 
in their jurisdiction be released and transferred to  
another one.

In such a context, it is essential to consider 
transnational banking groups of the euro area as unique 
entities from an operational, regulatory and supervisory 
perspective, and not as a sum of separate subsidiaries 
(“the solo approach”). To ensure such an objective, it 
is necessary to tackle the root cause of domestic ring-
fencing practices which, in general, lie in the concern 
that, should a banking group face difficulties, the parent 
company will repatriate liquidity and capital, to the 
detriment of subsidiaries in other jurisdictions. This lack 
of trust between national authorities is one of the most 
damaging legacies of the recent financial and sovereign 
debt crises.

The perception of this problem is particularly acute 
in countries that are strongly dependent on foreign 
banks for the financing of their economies. In order 
to reassure local supervisors, European transnational 
banking groups that wish to operate in an integrated 
way need to commit to providing credible guarantees 
to each subsidiary located in the euro area in case of 
difficulty and before a possible resolution situation (“the 
outright group support”).  This “outright group support” 
would consist of mobilizing the own funds of the Group 
to support any difficulties of a subsidiary located in the 
euro area. Since the level of own funds and the creation 
of MRELs have considerably increased the solvency of 
EU banking groups, they should be able to face up any 
difficulty of their subsidiary located in the euro area.  
This group support should be based on EU law and 
enforced by EU authorities. 

This commitment is the key condition for these 
banking groups to define prudential requirements 
at the consolidated level. Given the high degree of 
banking intermediation in Europe, compared to other 
jurisdictions around the world, striving for a smoother 
movement of capital and liquidity, across EU countries, 
is essential.

In addition if the group was to go into liquidation 
(and not only local subsidiaries), a European approach to 
liquidation of these transnational banking groups is also 
required.  Indeed despite the fact that these transnational 
banking groups are supervised at the EU level and that 
the impacts of this liquidation would impact the whole 
euro area, the liquidation is still managed at the national 
level (entity by entity) and this can require public money 
of the Member State of the entity. A common liquidation 
regime for these banking groups should ensure an equal 
treatment of creditors of the same rank within the group 
and to address the possible costs at the EU level. 

These are the two conditions for the abandonment of 
the “national and solo approach”. 

It is also important to assess if the governance of 
the SSM and the SRB needs to be improved in order to 
ensure an effective confidence by national supervisors 
on SSM and SRB decisions and to clarify possible trade-
offs between local financial stability issues and euro area 
wide ones ad how to deal with both.

Finally the more fiscal and structural convergences 
(such as a reasonable level of public debt in all Eurozone 
countries, …) are achieved, the more positive integration 
trends creep in the Union and reduce the incentives for 
national authorities to “ring fence” transnational banks 
in terms of capital and liquidity, thus  strengthening 
banks in their capacity to become pan-European players.  
In other words, a monetary union and all the more a 
banking (or capital) union are not workable without 
economic convergence and fiscal discipline.
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18:00 to 18:20

Speech: The future of the Euro area

KLIMT ROOM

Mário Centeno
Minister of Finance, Portugal
& President of the Eurogroup 

SPEAKER
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18:20 to 19:00

Speeches: Multilateralism and global coordination

KLIMT ROOM

Andrew Bailey
Chief Executive, FCA
John Berrigan
Deputy Director-General, DG FISMA,  
European Commission
Christopher Giancarlo
Chairman, U.S. CFTC

David Wright
President, EUROFI

SPEAKERS
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19:00 to 20:15

Way forward to address increasing financial  
fragmentation at the global level

KLIMT ROOM

Following the 2008 crisis, global cooperation on financial regulation has become increasingly important over the last 
decade to achieve a resilient financial system. Ten years have passed since the onset of the worst financial crisis since 
the Great Depression. In 2009, the G20 launched a comprehensive programme of reforms, coordinated through 
the Financial Stability Board (FSB), to increase the resilience of the global financial system while preserving its  
open and integrated structure. Timely and consistent implementation of these reforms is essential to achieve 
sustainable growth. 
The objective of this session is to discuss the perspectives for global financial regulation in a context where some 
jurisdictions want to act independently or make sure that regulation takes into account their own specificities. 
Speakers will be invited in particular to express their views on the key new areas where global coordination  
is necessary.

Chair
David Wright
President, EUROFI

Public Authorities

Mark Branson
Chief Executive Officer, FINMA
William Coen
Secretary General, BCBS
Ryozo Himino
Vice Minister for International Affairs, Japan FSA
Martin Merlin
Director, Regulation and Prudential Supervision of 
Financial Institutions, DG FISMA, European Commission
Eric Pan
Director, Office of International Affairs, U.S. CFTC

Industry Representatives

Masahiro Kuwahara
Chief Executive Officer of Europe, the Middle East  
& Africa, MUFG Bank
Sylvie Matherat
Chief Regulatory Officer & Member  
of the Management Board, Deutsche Bank AG
Sandie O’Connor
Chief Regulatory Affairs Officer, JP Morgan Chase & Co
Faryar Shirzad
Managing Director, Goldman Sachs International
Larry E. Thompson
Vice Chairman, DTCC

SPEAKERS POINTS OF DISCUSSION

Now that post crisis G20 reforms are being 
implemented, is global regulatory activity really 
slowing down? 

What are the main priorities of the BCBS for 
2019/2020? 

What are the remaining issues to be addressed with 
regard to the coverage, quality and accessibility of 
market data in order to far better assess emerging risks 
and to monitor more effectively market trends? How is 
the implementation of data related standards such as 
LEI, UTI, UPI progressing?
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21:00 to 22:30

Gala Dinner

VIENNA ROOM

Hartwig Löger
Federal Minister of Finance, Austria

KEYNOTE SPEECH
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07:45 to 08:35

Exchange of views: Ensuring a viable EMU:  
are we on the right track?

KLIMT 1 ROOM

By December, leaders should have been presented with a comprehensive package for a financially stable and 
economically resilient Economic and Monetary Union.
If the Economic and Monetary Union is a system in the process of repair, the Eurozone economy is still facing 
structural challenges and still looking for a new equilibrium.  A coordination of economic policies is urgently  
called for. 
After 10 years of divergence, the European economic system is gradually becoming more coherent. This favourable 
environment provides a unique window of opportunity for improving the resilience of the EU economy and tackling 
weaknesses in the euro area architecture. 
The objective of this session is to discuss the necessary actions required to ensure a viable EMU and in particular to 
achieve symmetrical in countries with large current account imbalances. Speakers will also be invited to express their 
views on the necessary conditions for achieving a political agreement on a Central Fiscal Capacity in the euro area.    

Chair
David Wright
President, EUROFI

Discussants

Nadia Calviño
Minister of Economy and Business, Spain
Peter Kažimír
Minister of Finance, Slovak Republic
Giovanni Tria
Ministry of Economy and Finance, Italy
Johan Van Overtveldt
Minister of Finance, Belgium

SPEAKERS POINTS OF DISCUSSION

Deepening the EMU: are we on the right track? Is 
the EMU a source of heterogeneity in terms of per 
capita income, of the productive specialization of the 
economies? Is the euro exchange rate proving to be 
overvalued for certain economies and undervalued for 
others, which exacerbates these heterogeneities?

How to address the “fundamental disequilibrium” 
in countries with large current account imbalances? 
How to address the currency advantage which benefit 
in effect to countries with persistent current account 
surpluses, in order to ensure the viability of the 
monetary union?

What would be the added value of a macroeconomic 
function in the euro area? What are the different 
institutional set-ups that can be envisaged for a 
macroeconomic stabilization function in the euro 
area (e.g. Rainy Day Fund, Euro-wide unemployment 
insurance scheme, Eurozone budget...)? 
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The euro area  in the process of steady repair

After a decade of poor economic performance and increased 
divergence, economic fortunes have improved significantly in re-
cent years in the euro area. However, in a few countries (Italy in 
particular), growth remains anaemic and fragile. 

Fiscal positions in most euro countries have improved visibly 
since 2016. All Member States, except Spain, have exited the Exces-
sive Deficit Procedure (EDP), compared to 24 Members in EDP in 
2011. About two-thirds of Member States have reduced or stabilised 
their government debt since 2011, but well above 60% of GDP in 
many Member States. At the same time, a number of countries (in 
particular France, Italy, and Spain) continue to face substantial fis-
cal imbalances: their fiscal deficits remain close to 3% of GDP and 
they exhibit high, and often further increasing, government debt.

The eurozone economy is still facing structural challenges and 
looking for a new equilibrium

The Eurozone is characterized by three main structural 
weaknesses: 

Growing heterogeneity in productive specialisation: As is normal in 
a currency area, the Member States of the Eurozone have divergent 
productive specialisations with consequences on relative produc-
tivity and potential growth rates. The elimination of foreign ex-
change risks encourages productive specialization within the mo-
netary union because it mainly benefits exporting countries. This 
process also leads to a divergence of per capital levels between the 
euro-zone countries. 

Moreover, the position of the best performing and most pro-
ductive countries tends to improve further as a result of the mone-
tary union itself:  the economies of the best performing countries 
benefit from the fact that the external value of the euro represents 
an average for the entire economic area and appears undervalued 
in relation to their economic performance, resulting in an ad-
ditional competitive advantage. For example, it is estimated that 
Germany’s exchange rate is 20 % undervalued (in terms of a real 
effective exchange rate towards the euro area). Its correction would 
imply arithmetically a 2% annual inflation rate in Germany and a 
0% inflation in the other countries for a decade, which would be 
unrealistic and probably misconceived.

Cross-border capital flows are almost inexistent: Since the financial 
and sovereign debt crisis, financial flows between Eurozone coun-
tries have declined. There has been a fall in cross-border loans in 
the euro area and the share of government bonds held by non-re-
sidents has dropped. Investors’ and banks’ portfolios have increa-
singly become national following the sovereign debt crisis.

Member States with excess savings (Germany and the Nether-
lands in particular) no longer finance investment projects in lower 
per-capita countries (Spain, Italy, Portugal, Greece). The euro area 
exhibits a savings surplus of more than €300 billion, or 3,5% of GDP, 
in 2017, which is no longer being lent to the other euro-area coun-
tries but to the rest of the world.

Rebalancing within the Eurozone remains essentially asymmetric: 
Virtually all Member States faced with major current account defi-
cits prior to the crisis have managed to obtain a remarkable turna-
round. All these -except France - have been able to achieve a balance 
or surplus in their external transactions. This has however been at 
the price of a collapse in domestic demand, in turn resulting in high 
unemployment. At the same time, the “Northern” part of the mo-
netary union has been running persistent excessive surpluses (Ger-
many 8,7% of GDP, Netherland 10%), but this has not benefitted 
the Eurozone as a whole and has had negative externalities for the 
economies of other countries. This results in a “fundamental dise-
quilibrium” within the Eurozone.

Lines of action to deepen the EMU

The relatively favourable current economic environment pro-
vides a unique window of opportunity for improving the resilience 
of the eurozone economy and tackling remaining fault lines in the 
EMU architecture. A certain number of actions are underway, but 
should be reinforced or enhanced.
Implementing structural reforms within each Member State with a 
view to achieving steady convergence towards resilient economies 

is fundamental for improving the functioning of the EMU. Redu-
cing vulnerabilities whilst enhancing the capacity to absorb shocks 
and reallocate resources will require comprehensive structural re-
forms. Furthermore, Eurozone fiscal rules should be more effective 
and binding. This would help to rebuild buffers and ensure debt 
sustainability. A monetary union cannot work without fiscal dis-
cipline and the enforcement of the Stability and Growth Pact has 
been too lenient since 2003.

Improving the Banking Union and advancing the Capital Markets 
Union is also essential. This would foster a more effective allocation 
of resources across the Eurozone, help to achieve a better diver-
sification of risks thus contributing to private risk sharing across 
the EU. Banking and financial integration has virtually stalled 
since the crisis. It is therefore of paramount importance for public 
decision-makers to strengthen the Banking Union by setting up 
a meaningful backstop to the Resolution Fund, as proposed, but 
addressing the concerns of host countries regarding the EU crisis 
management framework in order to eliminate the present ring fen-
cing of capital, liquidity and bailinable liabilities which is hindering 
the operation of true transnational banking groups in the Union is 
also essential.

Correcting the current disequilibrium in the monetary union is ne-
cessary for sufficient progress to be possible.

The pattern of euro area rebalancing that predominantly re-
lies on “adjustment in weaker countries” is not sustainable either 
politically or economically. Lack of solidarity and an unjustified 
mistrust towards countries with lower productivity will indeed 
feed populism in Europe and undermine the cohesion of the euro 
area. In addition, lasting and excessive current account surpluses 
are not sustainable within a monetary union because they result 
in effect in creating currency advantages for the best performing 
countries. This is true also at the international level, as illustrated 
by the recent complaints of the US administration. Symmetric eco-
nomic adjustment both in deficit and surplus countries is therefore 
a prerequisite for a durable rebalancing in the euro area.

This means that as long as deficit countries have embarked on 
the structural reforms needed to address their competitiveness gap, 
surplus countries should accept to reduce their surpluses and, for 
example, accept some degree of higher relative unit labour costs. 
Furthermore, if surpluses are persistent and excessive (for example 
above 3% to 5% of GDP), it could, for instance, be imagined at the 
level of the euro zone, to tax surpluses on balances of payments, 
symmetrically to the internal adjustments that are required from 
deficit countries when their economic situation is not improved. 
These taxes could then feed into a Rainy Day Fund and thus help to 
equalise cyclical divergences between euro area countries. 

This is not a matter of fiscal redistribution or of creating a 
«union of transfers». It is the correction of a «fundamental imba-
lance» which jeopardises the survival of the euro area and threatens 
the functioning of the international financial system It is up to the 
Eurogroup to deal with these malfunctions and to create automatic 
compensation mechanisms in the event of persistent current ac-
count deficits or surpluses. 

Two Commission proposals are on the table in order to contri-
bute to an improved implementation of the necessary structural 
reforms and fiscal consolidation: a stabilisation function and a re-
form delivery tool, within the Multi- annual financial framework 
(MFF). But steadfast and balanced efforts both in deficit and surplus 
countries are necessary to galvanise growth and stability in the euro 
area.

Until this has been achieved, private risk sharing through 
financial markets has to be complemented by public risk sharing. 
Indeed a Central Fiscal Capacity (CFC) would provide additional 
fiscal space for bad times, dampening any repeat of the recent 
crisis when countries were forced to raise taxes and cut spending, 
which further deepened the economic slump. Such a CFC will 
be politically acceptable only if it does not generate permanent 
transfers or debt mutualisation and minimises moral hazard. The 
recent Commission proposals are an interesting set of proposals 
in this perspective, usefully enriched with other proposals like 
those from the IMF and should be discussed without delay within  
the Eurogroup. 



08:40 to 09:45

Reviewing  the operation of the ESAs

KLIMT 1 ROOM

The three European supervisory authorities (ESMA, EBA, EIOPA) aim to sustainably strengthen the stability and 
efficiency of the European financial system in response to the financial crisis which exposed significant failures in 
financial supervision. Their responsibilities include defining common practices and standards for the regulation and 
supervision of banking, market and insurance activities, and ensuring the consistent application of these measures 
within the single market. They launched their activities on January 1, 2011. Since then, 8 years have elapsed and it is 
timely to assess the efficiency of these entities and their future in the context of the implementation of the Banking 
Union, the Capital Market Union and the Brexit. 
The objective of this session is to discuss the remaining issues to achieve a successful agreement at the EU level 
regarding the legislative proposal of the EU Commission on the ESAs review. Speakers will be invited to express their 
views in particular on the priorities to support a common implementation of the single rulebooks and the areas where 
direct supervisory powers should be given to the ESAs and in particular to ESMA.

Chair
Pervenche Berès
MEP, ECON Committee, European Parliament

Discussants

Helmut Ettl
Executive Director, Austrian FMA
Felix Hufeld
President, BaFin
Mario Nava
Chairman, CONSOB
Robert Ophèle
President, AMF
Jean-Paul Servais
Chairman, FSMA
Merel van Vroonhoven
Chair, Dutch AFM

SPEAKERS POINTS OF DISCUSSION

On which basis could a successful agreement on the 
ESAs review be achieved at the EU level and what are 
the current stumbling blocks?

What should be the priorities to improve the 
consistent implementation of the single rulebooks, the 
equivalence arrangements with third countries and 
appropriately support the CMU? 

Is the present format of the ESRB adequate to detect 
the potential systemic risks? Is the idea of introducing 
some academics or experts on the Board in order to 
reinforce the independence of the ESRB and enhance 
its influence?
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In response to the financial crisis of 2007/8 and buil-
ding on the recommendations of the High Level Group on 
financial supervision in the EU chaired by Jacques de La-
rosière, the Commission put forward legislative proposals 
to strengthen EU level financial supervision in October 
2009. The three ESAs – the European Banking Authority 
(«EBA»), the European Insurance and Occupational Pen-
sions Authority («EIOPA») and the European Securities 
and Markets Authority (“ESMA”) – became operational in  
January 2011.  

The responsibilities of the ESAs include defining 
common practices and standards for the regulation and 
supervision of banking, market and insurance activities, 
and ensuring the consistent application of these 
measures within the single market.

In a very short period of time the ESAs have established 
themselves are respected by market participants, 
Member States, the EU institutions and globally for 
the professional way in which they have undertaken 
their duties. In this way the ESAs have contributed to a 
smother functioning Single Market for financial services.  

The objective has however only partially been 
achieved since the implementation of EU laws is not 
always consistent across the Union. There remains 
significant potential to enhance regulatory and 
supervisory convergence in the Single Market. Integrated 
financial markets may require more integrated 
supervisory arrangements to function effectively, while 
more centralised supervisory arrangements can, in turn, 
foster market integration. The ESAs can play a key role in 
this symbiotic relationship between market integration 
and supervisory convergence and can assume more 
direct responsibility for supervision in targeted areas. 

The decision of the UK to leave the EU is a further 
reason for strengthening EU supervisory arrangements, 
particularly those regarding ESMA, since Brexit reinforces 
the importance of developing financial markets within 
the EU in order to continue to support the EU economy 
and of appropriately managing interactions with third 
countries. Moreover it is important to preserve the ability 
in the future for the ESAs to be a platform of European 
cooperation with non-EU financial centres such as the 
City to the mutual benefit of both parties.

On 20 September 2017, The EU Commission 
presented a proposal to review the operations of the 
ESAs. Its objective is to further enhance regulatory and 
supervisory convergence in the internal market in order 
to support the implementation of the Capital Markets 
Union (CMU) and the Banking Union in particular. 

The ESAs review proposal includes a broad range of 
measures concerning the governance of the ESAs, their 
direct supervisory responsibilities and their interactions 
with National Competent Authorities (NCAs) in order 
to ensure a more consistent application of EU law, 
the enhancement of the powers of the ESAs regarding 
third countries to support appropriately equivalence 
decisions, as well as measures to ensure that ESAs benefit 
from sufficient funding:

Governance: the EU Commission proposes the 
creation of an independent Executive Board (EB) 
consisting of the Chairperson and a number of full-time 
members in charge of preparing decisions to be taken 
by the Board of Supervisors (BoS), preparing the ESAs’ 
work programme and budget and making decisions 
in a number of areas including dispute settlements, 
breach of Union law and independent reviews. The EB 
would moreover be in charge of monitoring delegation, 
outsourcing and risk transfer arrangements to non-EU 
country entities and of decisions in relation to requests 
for information.

General supervisory powers: the powers of the ESAs 
would be enhanced in a number of areas: breach of 
Union law, settlement of cross-border disagreements 
(possibility for the ESAs to trigger a settlement 
on their own initiative), supervisory convergence 
and coordination (replacement of peer reviews by 
independent reviews under the responsibility of the 
EB, supervision by the ESAs of outsourcing, delegation 
and risk transfer arrangements to third countries…), a 
coordination role for ESMA in relation to market abuse 
investigations including the maintenance of a data 
storage facility to collect and disseminate appropriate 
information, publication of the results of individual stress 
tests, preparation of equivalence decisions regarding 
third-countries and monitoring their enforcement on 
an on-going basis, direct collection of information from 
market participants or financial institutions.

Direct supervisory powers in targeted areas: supervisory 
convergence on insurance internal models by EIOPA, 
authorisation, registration and supervision by ESMA of 
three types of EU funds (ELTIF, EuVECA, EuSEF) and 
their managers (while the on-going supervision would 
be retained by the NCA), authorisation and supervision 
by ESMA of data reporting service providers, explicit 
product intervention powers (restriction or prohibition 
of the marketing, sale or distribution) granted to ESMA 
regarding UCITS and AIF funds, direct supervision by 
ESMA of the administrators of critical benchmarks, 
transfer to ESMA of the supervision of certain 
categories of prospectuses  and prospectuses by non-EU  
country issuers.

Budgetary implications: At present the ESAs are funded 
by general contributions from the EU General Budget 
(40%) and contributions from NCAs (60%). For ESMA 
this distribution is slightly different with supervisory 
fees paid by the entities directly supervised by ESMA 
(such as CRAs and TRs). Following the ESA review, the 
ESAs budget would rely on three sources of financing: 
annual contributions paid by financial institutions 
indirectly supervised by the ESAs, supervisory fees 
paid by entities directly supervised by the ESAs (mainly 
ESMA), a balancing contribution from the EU that would 
not exceed 40% of the overall revenues of each agency. 
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08:40 to 09:45

Risk reduction measures in the EU banking sector 

KLIMT 2  ROOM

The Banking Union can only function if risk reduction and risk sharing go hand in hand. Public decision makers must 
agree both on the level of risk reduction in bank balance sheets and private risk sharing via the banking channel, the 
relationship between the two and the appropriate speed of change.
The objective of this session is to discuss how far the reduction of existing risks (e.g. non-performing loans, excessive 
domestic sovereign holdings) should go before engaging on private risk sharing via the banking channel and the 
possible additional measures required for accelerating risk reduction in the EU banking sector. Speakers will be 
invited to express their views notably on the effective contribution of the current EU initiatives to reduce NPL in 
bank’ balance sheets and the ways to mitigate the potential risks of excessive holdings of sovereign exposures.

Chair
Klaas Knot
President, De Nederlandsche Bank

Public Authorities

Sharon Donnery
Deputy Governor, Central Banking,  
Central Bank of Ireland
Andrea Enria
Chairperson, EBA
Pablo Hernández de Cos
Governor, Banco de España
Boris Vujčić
Governor, National Bank of Croatia

Industry Representatives

Andrei Magasiner
Corporate Treasurer, Bank of America
Fabrizio Saccomanni
Chairman, UniCredit S.p.A.
Tomás Varela
General Manager, Chief Financial Officer,  
Banc Sabadell

SPEAKERS POINTS OF DISCUSSION

How far should the reduction of existing risks 
go before engaging in a risk sharing approach 
(abandoning the solo approach and defining prudential 
requirements for banking groups at the consolidated 
level, addressing the mismatch between supervision 
and resolution which are elevated at the EU level and 
liquidation which is at the national level…)?

Are EU initiatives - SSM guidance, EU Commission 
legislative proposal (March 2018) - sufficient to 
encourage banks with high levels of NPLs to define 
and implement ambitious and realistic NPL strategies 
and improve the functioning of secondary markets  
for NPLs? 

Has the bank sovereign nexus sufficiently been 
reduced in the Banking Union? How to mitigate the 
potential risks of excessive holdings of sovereign 
exposures?
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Substantial risk reduction has already taken place

Common Equity Tier 1 ratios of significant banks – a key 
indicator of bank health – are now 67% higher than they were 
ten years ago.

Between end-2014 and end-2017, the CET1 capital ratio 
for significant banks directly supervised by the ECB rose on 
average by over 3 percentage points, to 14.6%, and the total 
capital ratio increased by over 4 percentage points to 18.1%. 
This was achieved mainly through genuine capital increases, 
rather than by adjustments in risk weights or deleveraging.

The strengthening of balance sheets was not limited to 
capital. Between end-2014 and end-2017, the liquidity coverage 
ratio of the banks we supervise rose on average by 16.4 
percentage points to 143.6%, and the net stable funding ratio 
rose by 11 percentage points to 113.4%.

The return on the equity of banks remain far below pre-
crisis level

Although better results in 2017 spurred bank stock over 
performance relative to the overall market indices, the return 
on the equity of banks remain far below pre-crisis level. The 
IMF staff report for the 2018 Article IV related to the euro area 
(July 2018) stressed that this reflects deep structural issues, 
including overbanking, both in terms of staff numbers and 
branch networks, and unviable business models in some cases. 
In some countries it also reflects still high NPL burdens.

Ambitious reduction targets should be agreed on in order to 
Reduce Non-Performing Loans (NPLs)

10 years after the start of the financial crisis, the legacy of 
the high stock of NPLs on the balance sheets of some EU banks 
continues to be a concern for policy makers. Though high NPL 
ratios are concentrated in some Member States, high NPL ratios 
can pose systemic-wide risks of spill-overs to other European 
countries and generate negative externalities. In addition, the 
profitability of banks is impaired by NPL exposures and NPLs 
lock capital in banks to back unproductive assets instead of 
funding new projects, with crippling effects on the bank lending 
channel for the transmission of monetary policy: if banks do 
not have the capacity to raise capital, they need to comply with 
prudential ratios thus impeding their ability to lend to the 
economy and decreasing the amount of credit available. 

Since its creation (2014), the SSM has developed its NPLs 
policy by first issuing a qualitative guidance on how banks 
should manage non-performing loans (NPLs), addressing 
their governance and requiring banks to draft plans to reduce 
them; and then issuing an addendum to this guidance in 2018 
indicating supervisory expectations with regard to prudent 
provisioning for new NPLs. 

These measures helped to put NPLs on a firm downward 
path. The gross NPL ratio of significant banks dropped to 
4.9% on a weighted average basis by the end of 2017, against 
7.6% at the end of 2014, as a result of a 25% reduction in the 
total outstanding NPL stock. Policies for further provisioning 
expectations on legacy NPLs are currently in progress.

According to the IMF, NPLs fell by €145billion in 2017, to near 
842 billion, with a €70 billion in Italy alone – the latter almost 
entirely reflecting proactive NPL sales by two large banks. 

Too many banks, however, still have double-digit NPL ratios 
and low provisioning coverage by international standards. 
Although the recent measures of the ECB and the Commission 
are steps in the right direction, the IMF encourages supervisors 
and policy makers to energize banks’ NPL restructuring 
and disposal efforts to set minimum standards for national 
insolvency laws and creditor right regimes. To advance further, 
it would help to require banks to write down nonperforming 
loans in a time-bound way, improve the consistency of legal 

insolvency frameworks (for example, regarding credit rights) 
across countries, and sharpen valuation rules. In parallel, 
an EU wide NPL clearing house to facilitate information 
dissemination could be a useful initial step toward developing 
secondary distressed debt markets.

Careful steps should be taken to encourage a gradual 
reduction of home bias in financial intermediaries’ 
sovereign exposures

This would help ameliorate the nexus between national 
governments and domestic financial institutions. According 
to the IMF, almost 60 percent of French, German, Italian and 
Spanish banking groups’ exposure to euro area sovereigns, 
for instance, is concentrated in securities issued by the 
home sovereign. Similarly 60-80 percent of French, Italian 
and Spanish insurance companies ‘investments in sovereign 
debt are in home-country bonds. Proposals to reduce the 
bias, ranging from concentration charges to sovereign risk 
weights to risk-based premia for common deposit issuance, 
warrant careful consideration, with due attention to serious 
transitional risks in a context where the international banking 
regulatory framework (Basel III) creates further incentives for 
banking institutions to purchase sovereign debt (Liquidity 
Coverage Ratio..).

Risk-sharing greatly helps risk reduction

The United States Federal Deposit Insurance Corporation 
has successfully resolved 500 banks without causing financial 
instability, also because it was backstopped by the US 
government. The corresponding number for the euro area was 
ten times lower, which is another reason why the euro area 
banking sector still faces structural challenges.

In other words, if risk-sharing were to lead to an orderly 
management of the financial stability consequences derived 
from risk reduction, risk reduction would proceed at a much 
faster pace. Moreover, a European deposit insurance scheme 
would avoid the risk of destabilising self-fulfilling prophecies in 
the form of bank runs. It would also reduce the risk of financial 
fragmentation and thus support the effectiveness of monetary 
policy throughout the EMU, contributing to its economic 
stability. As M. Draghi pointed out in a recent speech, “With 
the right policy framework, risk-sharing and risk reduction are 
thus mutually reinforcing”.

Optimising the Banking Union remains essential for 
reaping the benefits of the Banking Union

Several essential building blocks are missing in order to 
progress towards the integration of the EU banking sector. 
Despite the implementation of the Single Supervisory 
Mechanism (SSM) and the Single Resolution Mechanism 
(SRM), the distinction between home and host supervisors and 
the “national bias” still exist for banks operating across borders 
in the euro area: the ring-fencing policies of capital, liquidity 
and bail-inable liabilities clearly distort the functioning of free 
banking markets, fragment them and impede the restructuring 
of the banking sector in Europe.

In order to reassure local supervisors, European 
transnational banking groups that wish to operate in 
an integrated way need to commit to providing credible 
guarantees to each subsidiary located in the euro area in case of 
difficulty and before a possible resolution situation (“outright 
group support”). This group support should be based on EU 
law and enforced by EU authorities. This commitment is the 
key condition for these banking groups to define prudential 
requirements at the consolidated level, to suppress the current 
disincentives to cross-border banking consolidation and favour 
transnational private risk sharing via the banking channel (see 
Eurofi paper on “Optimising the Banking Union”).
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09:45 to 10:45

Optimising the Banking Union

KLIMT 1  ROOM

Yet the Banking Union remains fragmented and incomplete: Five years after its creation, centralised supervision is 
fragmented by an array of national legal provisions. Many national authorities continue to favor the ring fencing of 
capital, liquidity and bailinable liabilities, which runs contrary to “banking without borders”. 
Moreover, following the EU political agreement on the backstop to the Single Resolution Fund, the European Deposit 
insurance Scheme (EDIS) remains one of the missing pieces of the Banking Union. All depositors should enjoy the same 
level of protection in the euro area. In this way, the European Deposit insurance Scheme would underpin stability in 
the banking sector by providing strong and uniform insurance coverage for all such depositors, independent of their 
geographical location in the Banking Union.
Leaving the Banking Union fragmented and incomplete raises dysfunction risks in the face of a future shock.
The objective of this session is to discuss proposals that could contribute to integrate and complete the Banking 
Union. Speakers will be invited to express their views on the priorities and EU regulatory measures to build a 
borderless banking system and a possible way forward to complete the Banking Union (e.g. a European Reinsurance 
Fund (EReIF) with fiscal backstop… ) taking into account  that the rejection of a fully mutualized European system 
remains important in some Member States. 
The session will not focus on the actions required for achieving a truly single rule rulebook and suppress the remaining 
legal barriers (Options and National Discretions) since this issue is addressed in other sessions of this event.

Chair
Martin Merlin
Director, Regulation and Prudential Supervision 
of Financial Institutions, DG FISMA, 
European Commission 

Public Authorities

Sylvie Goulard
Second Deputy Governor, Banque de France
Klaas Knot
President, De Nederlandsche Bank
Olli Rehn
Governor, Bank of Finland
Peter Simon
MEP & Vice-Chair, ECON Committee, 
European Parliament

Industry Representatives

José Manuel González-Páramo
Member of the Board of Directors, Chief Officer, 
Global Economics, Regulation & Public Affairs, BBVA
Karl-Peter Schackmann-Fallis
Executive Member of the Board, DSGV

SPEAKERS POINTS OF DISCUSSION

What are the priorities for securing a unified 
transparent and predictable resolution regime?

Can the Banking Union efficiently function without 
EDIS?  In what way would EDIS contribute to the 
integration of banking markets and facilitate the 
development of pan EU transnational banking groups? 
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09:45 to 10:45

The role of digitalisation in further integrating  
EU retail financial services

KLIMT 2  ROOM

This session will assess the role that digitalisation and fintech can play in facilitating the further integration of retail 
financial services in the EU, the challenges and obstacles that remain to be overcome and the impact that can be 
expected from EU policy measures (notably the recently proposed fintech action plan and crowdfunding regulation) in  
this regard.
Digitalisation and fintech solutions can potentially support the further integration of retail financial markets in 
the EU by facilitating interactions between key stakeholders in the value chain, the distribution and storage of 
information and the analysis of multiple sources of information and data, as well as lowering the cost of cross-border 
expansion within the EU. 
There are however barriers to overcome. Current EU financial frameworks are not always adapted to the use of new 
technologies. Digital frameworks, such as those pertaining to crowdfunding platforms, have so far been developed first 
on a domestic basis in most cases, leading to inconsistencies. Knowledge concerning new technologies is also uneven 
across EU supervisors at present. In addition legal barriers that currently impede the cross-border development of 
retail financial services also impact digitalised services. 
The Fintech framework and the crowdfunding regulation recently proposed by the Commission aim to tackle some 
of these issues by encouraging the assessment of current EU financial rules in a digital perspective, the sharing of 
knowledge about digital developments and the dissemination of supervisory best practices and also by proposing an 
optional EU crowdfunding regime.

Chair
Andreas Dombret
Member of the Executive Board, 
Deutsche Bundesbank (retired)

Public Authorities

Andreas Ittner
Vice Governor, Financial Stability, Banking Supervision 
and Statistics, Oesterreichische Nationalbank
Cătălin-Sorin Ivan
MEP, ECON Committee, European Parliament
Anneli Tuominen
Director General, FSA Finland 

Industry Representatives

Jens Hagel
Managing Director, BlackRock
Florence Lustman
Chief Finance and Public Affairs Officer,  
La Banque Postale
Birte Quitt
Head of Group Retail Strategy, Erste Group Bank AG

SPEAKERS POINTS OF DISCUSSION

Can digitalisation and fintech play a major role in 
further integrating EU retail and corporate financial 
markets and what are the main opportunities 
associated with these developments? What are 
the main challenges and barriers to the further 
integration of EU retail financial services supported 
by digitalisation and fintech? What are the conditions 
of a cross-border development of retail and corporate 
digital financial services?

Do existing EU policies offer an appropriate 
framework for the cross-border development of 
fintech and digital retail financial services? What 
improvements can be expected from the Fintech 
action plan and crowdfunding regulation proposed by 
the Commission? How to avoid fragmentation in the 
development of digital financial services and should a 
more European approach be encouraged in this area?



11:00 to 12:00

Tackling the short term operational and practical  
challenges of Brexit

KLIMT 1  ROOM

This session will assess the short term operational and practical challenges that need to be addressed in the transition 
towards the Brexit end-state with or without an agreement on a withdrawal agreement (i.e. contract continuity and 
other operational issues). The panel will also discuss which issues must be tackled by the financial industry before the 
Brexit deadline and which, if any, require expedited regulatory action from the public authorities.

Introductory discussion
Bruce R. Thompson
Vice Chairman, Bank of America
David Wright
President, EUROFI

Roundtable

Chair 
David Wright
President, EUROFI

Public Authorities 

Denis Beau
First Deputy Governor, Banque de France
Jon Cunliffe
Deputy Governor, Financial Stability, Bank of England
Sharon Donnery
Deputy Governor, Central Banking, 
Central Bank of Ireland
Felix Hufeld
President, BaFin

Industry Representatives
Tetsuro Imaeda
Chief Executive Officer, SMBCE  
& Managing Executive Officer, Head of EMEA Division, 
SMBC
Bruce R. Thompson
Vice Chairman, Bank of America

SPEAKERS POINTS OF DISCUSSION

How significant are contractual continuity issues 
expected to be with or without a transition period, 
given the actions already underway to prepare for 
Brexit (i.e. establishing new entities and transferring 
contracts)? How can these issues be alleviated? How 
much can potentially be solved by the industry and 
what support or commitment may be needed by the 
EU and UK public authorities? 

What are the main other operational and practical 
challenges that financial institutions are facing in the 
short term in the transition towards the new post-
Brexit end state? Which issues are the most urgent and 
difficult to handle and can most of them be tackled by 
the industry by the end of the transition period? Are 
there any unknowns that may hinder progress? 
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Planning for a no-deal Brexit is underway given the 
current uncertainty

The UK has limited in its July 2018 White Paper 
its proposals concerning the financial sector to an 
enhancement of the existing equivalence regime of EU 
financial regulations, with more stability and a broadening 
of the range of cross-border activities covered. The final 
outcome of the discussions between the EU and the UK 
on the future EU-UK trade relationship is however still 
uncertain at the time we are writing this note and it is 
not sure either that there will be a transition period until 
December 2020, since this depends on the ratification of 
the withdrawal agreement before the end of March 2019.

In this uncertain context financial institutions have 
been asked by the authorities to prepare for all scenarios 
including the absence of a withdrawal agreement. This 
involves inter alia for non-EU and British financial 
institutions based in the UK establishing or growing a 
local EU27 presence with a subsidiary through which 
they can passport across the EU27, if they wish to pursue 
operations in the EU. Consequently these institutions 
need notably to apply for a licence in the EU27 if they 
do not have one, set up or reinforce a stand-alone 
governance structure and ring-fence capital and liquidity 
in their EU27 entity(ies). This is a relatively lengthy 
process leading to additional costs and complexity at 
least in the short term. 
Contract continuity issues

Ensuring cross-border contract continuity beyond 
Brexit is a major challenge according to many stake-
holders. When the UK leaves the EU, UK-based financial 
service providers will no longer be able to rely on pass-
ports and the right of establishment to service existing 
cross-border financial contracts throughout the EU. The 
same goes for EU providers having contracts with UK-
based parties. This may affect a large number of insur-
ance and derivative contracts in particular, with obliga-
tions extending beyond Brexit. The Bank of England has 
stressed the operational and also the potential financial 
stability implications of this situation.

In the absence of a blanket solution agreed between 
the EU and UK to ensure the legal validity of cross-border 
contracts after Brexit (e.g. allowing a grandfathering of 
existing cross-border contracts until maturity or run-off 
or granting these contracts a specific transition period), 
UK-based financial institutions need to assess the 
impact of Brexit on each of their cross-border contracts 
with EU27 customers or counterparties (and the reverse 
for EU based institutions). The contracts that involve 
regulated activities for some parts of their performance 
(e.g. making or receiving payments under insurance or 
pension fund contracts or paying claims) or for changing 
them (e.g. changes to derivative contracts in order to 
manage their risk) may be impacted by Brexit if the UK-
based entities that sold them are no longer authorized 
to service them in the EU27 (see further details in the 
Eurofi Regulatory Update). Such contracts would need 
to be transferred to an authorized entity in the EU27 
in order to ensure that these contractual activities or 
changes can continue to be performed (also referred to 
as ‘repapering’). In some cases the only option might be 

to terminate a contract (e.g. if the transfer is too costly or 
lengthy or if it is impossible to make because equivalent 
products do not exist in the home country of the 
customer). The Commission has however indicated that 
the performance of existing obligations can generally 
continue after Brexit according to their assessments, 
thus considering that “at this juncture” there does not 
appear to be a general problem of contract continuity.

The UK authorities have stated their intention to 
legislate if necessary to allow European counterparties to 
be able to service contracts with UK entities after Brexit. 
But until now there has been no reciprocal commitment 
from the EU authorities, who have expressed preference 
for a handling of necessary contract changes and transfers 
by the private sector, considering that the transition 
period would leave sufficient time for this process to be 
completed for most contracts. 

Market participants have generally initiated 
the process of establishing a EU-based entity and 
repapering as part of their preparations for Brexit, but 
many consider that the scale of the task (in terms of 
the number of contracts to handle and of the number 
of clients and counterparties concerned) and the time 
needed to obtain supervisory agreements and in some 
cases approval through a court procedure (e.g. for 
some insurance contracts) make it very difficult if not 
impossible to complete the process before the end of the 
transition period (and all the more before March 2019 
if there is no transition). The ESAs have been urging 
financial institutions to make the necessary changes 
related to the establishment of new entities in the EU27 
by the summer of 2018, but the EBA in particular has 
recently expressed concern at the “inadequate level” of 
preparation of lenders in particular for a March 2019 
deadline. The UK authorities have also warned that 
financial institutions need to prepare for all scenarios 
including a no-deal situation.
Additional operational and practical issues that need 
tackling

Financial institutions based in the UK are moreover 
facing a certain number of additional operational 
challenges in their preparation for Brexit. These include 
reviewing their booking model to clearly articulate how 
and where risk will be managed post-Brexit and adjusting 
their future capital planning, taking into account UK 
exposures; reviewing outsourcing arrangements with 
regard to possible substance requirements post-Brexit;  
identifying where client data is stored and possibly 
transferring the storage in line with GDPR requirements; 
reviewing options with regard to access to financial 
market infrastructures and possible collateral relocation 
needs; ensuring that access to wholesale funding is 
preserved post-Brexit; for entities subject to the BRRD, 
making sure that their MREL-eligible instruments 
remain so after; managing possible staff movements 
accordingly; and also making sure that changes are 
communicated to clients when necessary.

BACKGROUND PREPARED BY EUROFI
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12:00 to 12:35

Priorities for further developing financial markets  
in the CEE region

KLIMT 1  ROOM

This session will discuss the priorities for further developing financial markets in the CEE region, the impact 
that can be expected from on-going initiatives at the EU, regional or local level and what more could be done by 
the authorities, the International Financial Institutions (IFIs) and the private sector to improve the funding of  
the CEE economies.
Developing capital and financial markets in order to diversify and increase funding sources is a key objective in the 
CEE region, where the bulk of financing is provided by banks.
Proposals have been made notably in the context of the CMU working group of the Vienna initiative to further 
develop capital markets in the region. These include measures at the national level to develop local capital markets 
possibly with the assistance of the Commission’s structural reform support service (SRSS) and measures to improve 
the business environment, provide public financial support for companies to access the capital market and improve 
financial education and supervision. 
Progress in terms of the harmonisation of rules is also underway with the implementation of EU capital market 
legislations and the roll-out of TARGET2-Securities in Eurozone countries. Many stakeholders in the CEE region 
however call for appropriate proportionality given the small size of local players and the early stage of development 
of most markets. The IFIs such as the EIB and the EBRD also play a significant role in supporting the funding of SMEs 
in the region, providing investment in debt and equity capital market transactions and supporting the development 
of local and regional market infrastructures in particular.

Chair
Marinela Petrova
Deputy Minister of Finance of the Republic of Bulgaria

Discussants

Pierre Heilbronn
Vice President, Policy and Partnerships, EBRD
Ante Matijević
Assistant Minister, Ministry of Finance, Croatia
Andrew McDowell
Vice-President, EIB
Eugen Orlando Teodorovici
Minister of Public Finance, Romania 
Andreas Treichl
Chief Executive Officer, Erste Group Bank AG

SPEAKERS POINTS OF DISCUSSION

How important is the development of financial and 
capital markets for the economies of the CEE region? 
What are the objectives and key priorities for further 
developing capital and financial markets in the CEE 
region on the supply and demand sides? Do these 
objectives differ across countries in the region and 
to what extent are they specific to the CEE region 
compared to the rest of the EU?

Are on-going policy initiatives led at the EU 
and regional levels (e.g. Vienna initiative, SRSS, 
implementation of EU legislations…) moving in the 
right direction? How can the IFIs and the financial 
industry further contribute to the development of 
financial markets in the region on the supply and 
demand side? Do some regulatory or prudential 
obstacles need addressing to improve financing in the 
CEE region?
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12:35 to 13:15

Remarks

Bruno Le Maire
Minister of Economy and Finance, France

SPEAKER

Exchange of views: Priorities for the next  
EU Commission

Chair
David Wright
President, EUROFI

Discussants

Pervenche Berès
MEP, ECON Committee, European Parliament
Roberto Gualtieri
MEP, ECON Committee & Chair of the Brexit Steering 
Group, European Parliament

SPEAKERS

Concluding remarks

David Wright
President, EUROFI

SPEAKER

KLIMT 1  ROOM
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About EUROFI
The European Think Tank dedicated to Financial Services

•  A not-for-profit organization currently chaired by David Wright who succeeded Jacques de Larosière as 
Chairman in April 2016

•  A platform for exchanges between the financial services industry and the public authorities addressing issues 
related to the evolution of financial regulation and supervision and the economic and monetary context 
impacting the EU financial sector

MAIN ACTIVITIES

The main objectives of Eurofi are to help industry and public 
decision-makers reach a common understanding of possible 
evolutions required in the regulation and supervision of 
financial services and to open the way to legislative or 
industry-driven solutions that may enhance the safety and 
effectiveness of the EU financial sector and its contribution 
to economic growth.

Eurofi acts in a general interest perspective, facilitating 
exchanges of views between diverse financial industry 
players and the public authorities. These discussions are 
prepared by objective fact finding and issue analyses.

Eurofi has two main types of activities conducted by Didier 
Cahen, Secretary General of Eurofi, Jean-Marie Andres and 
Marc Truchet, Senior Fellows:
 
Events and meetings:
•  Eurofi organizes annually two major international 

events (the High Level Seminar in April and the Financial 
Forum in September) gathering industry leaders and 
EU and international public decision makers. The aim of 
these events is to facilitate open discussions on the main 

developments of EU and global financial regulation, the 
measures needed for facilitating the financing of the EU 
economy and enhancing financial stability and the way 
forward for strengthening and further integrating the EU 
financial sector.

•  These events are regularly organised in association with the 
EU Presidencies in parallel with informal ECOFIN councils 
and in some cases with the G20 Presidencies. They are 
organised with the support of Virginie Denis and her team.

•  Additional meetings involving the members of Eurofi are 
set up to exchange views on specific regulatory issues.

 
Research and documentation:
Assessments and proposals taking into account economic, 
risk and end-user impacts are prepared with the support of 
cross-sectoral working groups comprising members of Eurofi. 
Bilateral meetings are also organised with representatives of 
the public authorities and other stakeholders to complete 
assessments and proposals.
Topics addressed include prospective and on-going 
regulatory proposals at the EU and global levels, industry 
trends as well as the impacts of economic and monetary 
policies on the financial sector.

•  Measures and instruments needed to ensure an appropriate 
financing of the EU economy: impact of Brexit on the 
financing of the EU, impact of on-going monetary policies, 
measures to support bank financing (e.g. securitisation), 
diversification of the financing of SMEs and infrastructure 
projects, proposals for developing a long term investment 
perspective, sustainable and green finance.

•  Prospects of digitalisation and fintech: digital 
transformation in the banking, insurance and payments 
industries, fintech and blockchain applications in the 
capital markets area and related regulatory challenges, 
crypto-currencies and ICOs, cyber-resilience.

•  Prospects of further EU and Eurozone integration: 
optimizing and completing  the Banking Union, priorities 
for implementing the Capital Markets Union, prospects 
of a deepening of the EMU, review of the operation of the 
European Supervisory Authorities.

•  Evolutions of the prudential and regulatory framework of 
banks and non-banks: fine-tuning and implementation of 
banking and insurance prudential frameworks, mitigation 
of the systemic risks associated with insurance and market-
based finance activities, recovery and resolution of banks 
and nonbanks, culture and conduct measures.

•  Capital market and investment product regulations: 
implementation of the Capital Markets Union action 
plan, regulation of securities, derivatives and commodities 
markets and infrastructures, CCP supervision and 
recovery and resolution, SFT and collateral regulation, 
asset management regulations, distribution and investor 
protection regulations (PRIIPs, MiFID, IMD…).

•  Financial regulation at the global level: resolution of 
banking groups at the global level, coordination of financial 
regulation at the global level, systemicity of non-banks 
non-insurers, availability of data to assess systemic risks.

MAIN TOPICS CURRENTLY ADDRESSED



NEXT EUROFI EVENTS

3, 4 & 5 April 2019
Bucharest - Romania

11, 12 & 13 September 2019
Helsinki - Finland

April 2020
Zagreb - Croatia



www.eurofi.net

The European think tank dedicated 
to financial services

E U R O F I  M E M B E R S
Forum organised with the contribution of the Eurofi members

years


