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 Three Pillars of Banking Union: 

 
1. Single Supervision 

 
 2.   Single Resolution 

 
 3.   Single Deposit Scheme 



1. Single Supervision 

 

 a. Much has been achieved since 2014 

 

 b. Risks of moving backwards (national  
      exceptions,…) 



2.  Single Resolution 

 

 a. Much has been achieved since 2014 

 

 b. Agreement to have the ESM as backstop  



3.  European Deposit Insurance Scheme 

 

 a. No progress since 2014 

 

 b. Restatement of parallelism between risk 
      reduction and risk sharing 



The parallelism between risk reduction and risk 
sharing is: 
 

 - “analytically weak”: EDIS is a measure to reduce risk   
    (LBS, ”European Banking Union needs its Final leg”, Financial 
    times 22.10.2017) 

 

 - Inevitable: It is part of the standard approach to       
    European institution building 

 

 - Realistic: The implementation is feasible  



The parallelism between risk reduction and risk 
sharing concerns: 
 

 - Further steps in the creation of EDIS (according 
    to proposals such as that by EC) 
 

 - Reduction of risks contained in banks’ balance    
   sheets (notably NPL and Government bonds) 
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Proposal: set convergence levels for NPL ratio to be 
reached as a pre-condition to start EDIS (Meseberg 
Declaration: 4.5%). 

 

Advantage: Clear objective, achievable based on 
past efforts, provides an anchor for expectations. 

 

 

 



Italy has so far opposed setting ambitious targets for 
NPL reductions, because: 

 
- It puts pressure on banks to under-sell 
- The market for NPL is not liquid enough 
- It may produce losses that require recapitalisation 

 

However… 
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The 4.5% NPL target is achievable within 2-3 years, 
based on the experience of the past 2 years, although: 

 - Banks may have sold their most attractive  
   assets (UTP may be more difficult to sell than   
   Bad loans) 

 - GACS provided important support (renewed?) 

  

The market appetite remains very strong, and.. 



The pressure to reduce NPL will continue from the 
regulators: 
 - ECB Addendum 
 - ECB Stress tests 
 - IFRS 9 
 - Directive on Credit Servicers 
 
But the strongest pressure will come from the 
markets… 
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Not reducing NPL quickly enough: 
 - destroys value for bank shareholders 
 - reduces credit growth for the economy 
 - makes banks vulnerable for takeover 
 
So, why is it not happening? 
 - managers’ (and board) incentives are not aligned 
 - capital increases may be required   
 - political uncertainty is a poison pill (?) 
  



Are we more vulnerable now than in 2008 in case of a 
new shock ( as suggested by Visco, ABI)?  

 

Who is we? Is it the Eurozone? 

Since the last crisis the architecture has been  
strengthened (ESM, BU, ECB…), albeit much more 
needs to be done. 

 

Or are we talking about Italy? 

 

 

 

 



Italy is more fragile today than in 2008 (and 2011)  

 - Lower GDP (by 8%) 

 - Higher Public debt/GDP (130% vs 106%) 

 - Higher Banks’ NPL and public debt holdings 

 

Why?  

 - Gradualism 

 - New divergent behaviour (?) 



«Per le banche una gestione più attiva delle 
esposizioni deteriorate rimane fondamentale… 
Nell’ambito della ordinaria attività di vigilanza le 
strategie predisposte dagli intermediari saranno 
valutate caso per caso; verranno adottate le misure 
più appropriate per continuare a ridurre l’incidenza 
dei prestiti deteriorati e adeguare in modo graduale e 
sostenibile il livello degli accantonamenti. Si terrà 
conto del fatto che l’obiettivo di contenere il rischio 
insito nel portafoglio creditizio dovrà essere 
compatibile con la capacità di assorbire le eventuali 
perdite derivanti dalle cessioni.» (Visco, ABI 
10.7.2018) 
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