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Europe's steady recovery is continuing
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Success Factor : Monetary Policy

Interest rates in %
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Success Factor : Ba

Coverage Ratio

nking regulation

Liquidity Coverage Ratio

Figure 11: Evolution of LCR by bank group (%)
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Success Factor: Investments

Real gross fixed capital formation
Baseline trand vs. historica! nomm vs. Investment Plan ELU-28, In 2013 prices (in bitiors of auros)
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What still needs to be done?

Guiding principles for deepening the Economic and
Monetary Union

E FSI, C M U Jobs, growth, social Process open to all

fairness, economic Member States

E S AS convergence and |

financial stability

CRD/CRR uid
TLAC/MREL prineipies
EDIS
NPL reduction
SRF Fiscal backstop ~
ESBies -

Guiding
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Targeting
Growth and Financial Stability:
the Capital Markets Union

Implementation and mid-term review of Action Plan to promote u ongoing
capital markets integration and establish a full Capital Markets Union
by 2019

Review of European Supervisory Authorities — first steps towards u ongoing
a single European capital markets supervisor




STS Securitisation

Retail Action Plan

Prospectuses

Investment Funds
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CMU objectives and actions

START-UPS

BANKS: SAFE WAYS AND SMES:
TO LEND TO HOMES WIDER ACCESS
AND BUSINESSES TO FUNDING

EUROPE'S
MEDIUM ECONOMY:

AND LARGE MORE DIVERSE
COMPANIES: % AND RESILIENT @&

ACCESS TO
CROSS-BORDER 3.
INVESTMENT

INFRASTRUCTURE
PROJECTS: MORE
INVESTMENT
FLOWS

SAVERS

AND INVESTORS:

MORE
OPPORTUNITIES
TO PUT MONEY
TO WORK

/ Venture Capital

Personal Pensions

Solvency II 9




November 2016 Banking Package
Reinforcing the banking Single Rulebook
with further risk-reducing measures
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Risk Reduction

Reducing risks and making banks more resilient

in place
under negotiation in the European Parliament/
Council

Developing a non-performing loans strategy along four key policy u commitment to agree on a strategy at the ECOFIN
areas: (i) Supervision, (i) Secondary markets, (iii) Structural issues
(including insolvency), (iv) Restructuring of the banking system

Council of June 2017
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Risk Sharing

(i.e. completing the Banking Union)

Completing the three pillars of the Banking Union
Single Supervisory Mechanism u fully operational

Single Resolution Mechanism

Single Resolution Board + Single Resolution Board up and running

Single Resolution Fund to be fully mutualised in 2025 Fiscal backstop to the Single Resolution Fund to
be put in place

European Deposit Insurance Scheme u currently under negotiation in the European
Parliament/Council




POLICY
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DESCRIPTION

o

Eurcpean Ceposit Insurance
Scheme

A key part of completng the Eurcpean Bankng Unfon
this proposal was tabiled by the Commssion in Bowember
2015 Although technical work has advarced, & has so
far proved difcult for ether coegisiaior to reach an

7 riemal consersus on e main polhbica? prostsans. The . ‘
Parfament aims b0 be nesdy with 3 negotiating mandste
in the autamn, while the tring of an eguealent step on
thee Councl side remairs difficult 1o predict.
Cagpital reguirements ths proposal from Mosember J01E has mow been
Hegulation reform split, to abow for mome rmpld orsderation of
ey elements the adaptaton of EU acoowmting
nabes to Imternaonal Fmancial Aepaorting
& Standard 9 and to deal with large financal exposures &
The Courcd is now ready o begn negotiatons on s
ismue and the Parfament should be resdy in September.
There should b2 a reasorabile prospect of neasching
agrezsnent this yeer
Supervision of credit
institutions and v estmeent
firms: Exempted entities, Fer current stade of play makes & highty onlkely that
fnancial holding companies, agresmient on this proposal From Novermber 2008 will be
12 | mixed fimancial holding possbie in 2017 The Fariament has scheduted to agree ] ] &
companies, remaneration, a negobating mandate by December whide the Coundl
SUDEFY iSOy MEeasisres has mot yet fued a target date:

and powers and capdtal
Conservation measures

AGREERENT PISSEILE

R AGREED W
W 2017

AGCSEEMENT POSSIELE IN 201E IF STROKG POLTICAL COMMITMERNT FROM ALL ELF INSTITUTIONS @
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: he oerent state o v in the consiceration by the co-
recapitalisation aclty — ! A
3 Hegulation iy legislaters aof these Srked proposals from Movembser . " -
016 makes # unlikely that agreement will be possible
in 2007 The Padiament has scheduled to agee a
!.-nu-lh-u-nrbirg and negotating manoaie Dy Uecemoer and the Councll has -_ ‘ '
10 ;:':"'Flhl'h'um capachty — nat yet fied a taget date
rective
Hanking of unsecured debt fhis. proposal, from Movember 201E has seen the
mstruments in Insobvency Councl agree a negotatng mandate m Some X117 and
11 | hieranchy the Parlament accelerate fs corsiderations with a vew o

to readtersy a mandate in Septenber. There showuid e
a ressonable prospect of readeng agreement this yeac

PRESENTED AND AGREED

AGREEWENT POSSHELE
AGCSEEMENT POSSIELE IN 201E IF STRONG POLTICAL COMMITHMENT FROM ALL EL

M 2017

MNSTITUTIOMNS
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NPL ratio by Member State
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NPL build-up

NPL work-out

European

Commission
—

NFC NPLs and investment
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End 2017: clarification on Supervisory powers
(provisioning, own funds deductions, etc.)

End 2017 : AMC Blueprint

End 2017 : NPL infrastructures (standardised data and
trading platforms)

Mid 2018 : Approach to foster secondary markets

End 2018 : ESRB will develop macroprudential
approaches

From 2017 : Focus on insolvency issues in the EU
Semester

From 2017 : updates to Council every 6 months
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SRF Fiscal Backstop
(in a wider context)

Dec @ € 6/12 Economic and Monetary Union package of proposals

» Transformation of the European Stability Mechanism into a European
Monetary Fund

. Creation of a dedicated euro area budget line within the EU budget providing
se=foun runctions: (1) structt el assistance, (2) a stabilisation function,
(3) a backstop for the Banking Union, and H) a convergence instrument
2. give pre-accession assistanceic “euro area Member States

. Creation of a double-hatted European Minister of Economy and Finance



It a bank has a capital shortfall
in the Banking Union

Can capital needs be raised in full from private sources?

5 2 Is the bank solvent?
State aid free solution o
= outside scope of BRRD (ECB deosnc')_n) EXCEPTION

& EU state aid rules | S~
NO YES
Bank is failing / likely to fail

Are all incurred & likely
(ECB decision)

losses covered by

private means?
AND

Is it in public interest to put bank

into resolution? (SRB* decision)

Bank is not failing
ﬁS NN

and viable in the
long-term?

YE%
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I
1
I
Resolution under Wind-down : }

EU framework - under national law | Precautionary
BRRD** (EC decision) (national authorities) il recapitalisation
(Art. 18(1) SRMR****) (Art. 18(1) SRMR) I (EC decision)

! (Art. 32(4) BRRD,
If use of SRF*** necessary: If Member State wants to 1 18(4) SRMR)
BRRD and EU state aid grant state aid — EU state aid 1 N
rules apply rules apply (EC decision) 1 All BRRD conditions
1 must be met AND
* SRB - Single Resolution Board 1 EU state aid rules apply

** BRRD - Bank Recovery&Resolution Directive

= SRF - Single Resolution Fund Competition RSl 4
=== SRMR - Single Resolution Mechanism Reguiation
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ESBies Framework

Fostering diversification of bank balance sheets, for example through u under assessment
sovereign bond-backed securities

Assets Liabilities
Diversified Senior Bonds
portfolio of (ESBies)
sovereign

bond
onds Junior Bonds
(EJBies)




