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Asiakirjat:

Komissio julkisti 4.3. kev&dn huippukokoukselle osoitetun tiedonannon elvytyksesta
Euroopassa, jossa se esittelee eurooppalaisella ja kansallisella tasolla toteutettuja tai
suunniteltuja toimia finanssi- ja talouskriisin lieventamiseksi.

Komissio hakeel9.-20.3.2009 kokoontuvalta Eurooppa-neuvostolta periaatteellista
hyvaksyntéd ndkemykselleen, jonka mukaan tarvitaan uus finanssisektorin
uudistuspaketti, johon sisdltyis uusi kehikko EU:n finanssivalvonnalle. Yksittéisiin
sdddoshankkeisiin  Eurooppa-neuvostoa e pyydetd ottamaan kantaa. Komission on
tarkoitus esittda yksityiskohtaisemmat ehdotuksensa toukokuussa siten, etté Eurooppa-
neuvosto voisi hyvaksyé valvontakehikon keskeiset elementit kesakuun kokouksessaan
Ecofin-neuvoston valmistelun pohjalta. Lisdks komissio pyytdd Eurooppa-neuvostoa
hyvaksymaén yhteisen EU-kannan huhtikuun alussa pidettavaa G-20 — huippukokousta
silméall& pitéen.

Komissio kehottaa jasenvaltioita toteuttamaan pitkén aikavalin vakavaraisuuden
takaamiseks tarvittavat toimet tal oustilanteen sen salliessa.

KOM(2009) 114 lopullinen

EU:n oikeuden mukainen oikeusperusta/pdatoksentekomenettely:
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Suomen kanta/ohje:

Suomi suhtautuu EU-tason finanssival vonnan kehittémiseen myonteisesti. Suomi
madrittad yksityiskohtaisemmat kantansa finanssivalvonnan uudistushankkeeseen ja
voimassa olevan finanssilainsaddannén muuttamista ja taydentamista koskeviin
komission aloitteisiin kevaan aikana, ja pitda tahan liittyen tarpeellisena, ettéd komissio
tasment&aa ehdotuksiaan.

Ottaen huomioon tehdyill& ehdotuksilla on todennakoisesti merkittavia suoria ja
epasuoria taloudellisia ja ingtitutionaalisia vaikutuksia, Suomi pitaa tarkeana, etta
yksityiskohtaiset sadntelyesitykset valmistellaan noudattaen hyvan sdantelyn periaatteita
(better regulation) ja, erityisesti, ettd niihin liitetédan perusteelliset vaikutusarviot. Uuden
sdantelyn toteutusaikataulu ei saisi heikentaa saéntelyn laatua tai jasenvaltioiden
hallitusten ja parlamenttien mahdollisuuksia asianmukaisesti my6tavai kuttaa hankkeiden
valmisteluun sovittujen institutionaalisten periaatteiden mukaisesti. Sdantel ytaakan
vahentamiseksi hankkeet olisi tarkoituksenmukai sempaa selkedsti priorisoida ja niiden
toteutus aikataul uttaa sen mukai sesti.

Suomi kannattaa makro- ja mikrotason finanssivalvonnan |ahentamista komission
kaavailemalla tavalla. Suunniteltuihin hallinnollisiin ratkaisuihin liittyvat
talouspoliittiset ja oikeudelliset kysymykset edellyttavat kuitenkin vield jatkosel vityksi&.
Suomi pitéaa erityisen térkeand, etté ehdotuksia tasmennetaan silté osin, miten
valvonnasta vastaavien tahojen raportointi- ja tilivelvollisuus EU-tasolla jérjestetaan.

Sltéa osin kuin kaavailluille uusille EU-tason valvontaviranomaisille ehdotetaan
sirrettavaks sitovaa paatoksentekovaltaa, Suomi pitaa tarkedna, etta uusien
valvontaviranomaisten toimivaltaan liittyvat oikeudelliset kysymykset voidaan
tyydyttavasti ratkaista ennen lopullisia paétoksia valvontaviranomaisten perustamisesta.
Naita kysymyksia ovat erityisesti: 1) ehdotettujen viranomaisten toimivallan
yhdenmukai suus per ustamissopi muksen kanssa; 2) sen normiston selkea maarittaminen,
jota ehdotetut viranomaiset soveltaisivat: erityisesti on pyrittava varmistamaan, etta
uudelle viranomaiselle annettava paatoksentekovalta el voi suoraan syrjayttaa
kansallista lainsaadant6g; 3) valvottavien ja niiden asiakkaiden oikeusturvan riittava
jarjestaminen. Huomiota on niin ikaan kiinnitettava siihen, etté tehokkaan valvonnan
edellytyksena oleva paatoksenteon nopeus ja joustavuus voidaan riittavasti turvata ja
jarjestelmasta aiheutuva hallinnollisen taakan kasvu minimoida.

Lisaks Suomi pitaa tarkeand, etté uusien valvontaviranomaisten paatoksenteko-
jarjestelmasta, tilivelvollisuudesta ja rahoituksesta voidaan sopia tavalla, joka vastaa
tasapuolisesti kaikkien jasenvaltioiden etua. Suomi pitda kannatettavana komission
gjatusta siita, etta tutkittaisiin mahdollisuutta perustaa yksi yhtendinen valvontaelin
kunkin eri sektorin erillisen viranomaisen sijaan.
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Komission esittama el vytyssuunnitelma on toteutumassa pitkalti siind laajuudessa ja
niiden periaatteiden mukaisesti, joille joulukuun Eurooppa-neuvosto antoi tukensa,
vaikka kaikilla jasenvaltioilla e olekaan mahdollista osallistua sen toteutukseen. On
vield liian aikaista tehda johtopaatoksia essimerkiksi siita, tarvitsee ja voidaanko
lisatoimenpiteisiin ryhtya. Suomi on tehnyt oman osuutensa. Erityisen tarkeda on se, etta
varmistetaan myos ne toimet, joilla lisdantyneet alijadméat ja kasvava velkaantuminen
voidaan korvata, kun el pyminen kdynnistyy. Uhkana on muuten se, etta velkataakasta
tulee kasvun este pitemmaksi aikaa eika kestavyytta kyeta varmistamaan. Keskeinen osa
elvytyspolitiikassa on myos rakenteellisilla uudistuksilla, joilla voidaan vaikuttaa paitsi
kestavyyteen myos tulevaan kasvupotentiaaliin. Se kuinka Lissabonin strategian jatkoa
valmistellaan, liittyy olennaisena osana elvytyssuunnitel man toteutukseen.

Kevaan tyollisyyshuippukokous suuntaa huomion tyollisyyteen ja tydmarkkinoihin, joilla
taantuman seurauksena tullaan kokemaan merkittavia takaiskuja. Tyollisyysasteet
heikkenevat uudelleen ja samalla kun tyottomyyden kasvuun liittyvat inhimilliset
kustannukset lisdantyvat, etdannytadn yha enemman asetetuista kestavyystavoitteista.
Komission huippukokoukselle asettamat tavoitteet, eli tydmarkkinoiden yhtaaikaisen
joustavuuden ja taloudel lisen turvan seka sosiaalisen osallisuuden

edistaminen ja sosiaalipolitiikan modernisointi yhdessa tyomarkkinaosapuolten ja
muiden asianosaisten kanssa, ovat osuvia. Perusteltuna voidaan pitda myos sita, etta
huomio suunnataan nuoriin ja heikoimmassa asemassa oleviin tyontekijoihin.

EU:n jasenvaltioiden kesken tarvitaan laaja yksimielisyys tarvittavista toimenpiteisté ja
niiden priorisoinnista G20 huippukokoukseen valmistauduttaessa. Lyhyen aikavalin
prioriteetti on edelleen viranomaisten paattamien tukitoimien koordinoitu implementointi
vakauden palauttamiseks ja rahoituskriisin ratkaisemiseksi. Suurten rajat ylittéavien
pankkien taseiden osalta tulisi saada aikaan l&pivalaisu seké Euroopassa etté
Yhdysvalloissa, jotta huonojen omaisuuserien laajuudesta ja pankkien tilasta saadaan
oikea kasitys. Myos korkeimman tason poliittinen sitoutuminen G20:ssa WTO: n Dohan
kierroksen hyvaksymiseen ja protektionistisista toimista pidattymiseen ovat ensiarvoisen
tarkeita ja kaupan rahoitus tulee turvata. Finanssijarjestelman uudistamiseen tahtdavan
pidemman tahtaimen tyon osalta on tarkeaa, ettéa sdantelyd muutetaan harkiten ja etta
protektionismi e saa jalansijaa. Kehitysmaiden tar peiden huomioiminen tulee ndhda
osana ratkaisua maailmanlaajuiseen talouskriisiin.

Pa&asiallinen sisalto:

Komissio on koonnut tiedonantoonsa lukuisia kriisin hallinnassa ja tilanteen talouden elvyttémisessa
tarvittavia EU- ja kansallisen tason toimia. Komissio esittelee austavia suunnitelmiaan
finanssisektorin uudistamiseks seka tarkastel ee kysynnén yllapitamiseksi, investointien liséamiseks ja
tyopaikkojen luomiseksi tai sdilyttdmiseksi tehtdvid toimenpiteitd. Liséks se esittda prosessin
toukokuun tydllisyyshuippukokouksen vamistelua varten. Unionin sSiséisten toimien yhteys
lagjempaan asiakokonaisuuteen, jota kasitelléan tulevassa G-20 huippukokouksessa, on korostetusti
esilla Unionilla tulisi komission mukaan olla G-20:ss& kunnianhimoinen agenda kansainvélisen
finanssisektorin  uudistamiseksi. Komissio korostaa sisamarkkinoiden merkitystd Euroopan
talouskasvulle sekd kansalisten elvytystoimien koordinoinnin tarvetta: elvytystoimet olisivat
tehokkaimpia, kun ne toteutettaisiin selkedn EU-kehikon mukaisesti.

Vakaan ja luotettavan rahoitug arjestelman palauttaminen ja sailyttdminen

Komissio toteaa, ettd vakaa finanssisektori on ennakkoedellytys talouden kestévélle elpymiselle.
Komissio aikoo kuluvan vuoden aikana ehdottaa eurooppalaisen finanssijarjestelman uudistusta, jolla
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se pyrkii takaamaan EU:lle johtoaseman alan globaalissa muutosprosessissa. Samanaikaisesti komissio
aikoo jatkaa toimiaan taatakseen finanssisektorin kaynnissa olevien pelastustoimien toteuttamisen
valtiontukiséénnoksien mukai sesti.

Suunnitellun uudistuksen tavoitteena on taata, ettd kaikki keskeiset finanssialan toimijat jatkossa ovat
tarkoituksenmukaisesti sé@nneltyja ja valvottuja. Hanke pohjautuu suurelta osin  komission
marraskuussa 2008 asettaman asiantuntijaryhman 25.2.2009 valmistuneeseen raporttiin. Ryhman
puheenjohtgjan mukaan nimetyssa de Larosiére- raportissa tehtiin 31 suositusta finanssisektorin
sdantelyn ja valvonnan sekd kansainvélisten rakenteiden uudistamiseksi. Komissio toteaa osin jo
toteuttaneensa  raporttiin  sisdllytettyjen  suositusten mukaisia toimenpiteitd; esimerkiks
asetusehdotuksen luottoluokittgjista ja séanndsehdotukset viranomaisten muodostamien kollegioiden
perustamisesta rgjat ylittéavien pankkien ja vakuutusyhtitiden valvonnassa. Muita toimenpiteitd, kuten
ehdotus niin sanottujen hedge- rahastojen sdantelemiseksi, on vamisteilla.

Komissio pitéd erityisen mielenkiintoisena suositusta finanssisektorin  tdysharmonisoidun
"ydinsadnnoston” luomisesta. Komission tarkoituksena on tehda uus aoite, jolla pyritéén
vahentamdan EU-direktiivien taytantéonpanon yhteydessd kayttéon otetuista kansallisista
poikkeuksista ja lisdyksista aiheutuvia eroavaisuuksia. Komissio pitéa jatkotoimien arvoisena myos
suositusta kansallisten sanktioiden yhdenmukai stami sesta.

Komissio ilmoittaa olevansa de Larosiére- ryhman kanssa samaa mielta siita, ettd viimeaikaiset
kokemukset ovat osoittaneet vakavia puutteita valvojien [dhestymistavassa seka yksittéistapauksiin etta
koko finanssijarjestelmaén. Komissio pitda erityisen tervetulleena gjatusta EKP:n yhteydessa toimivan
uuden eurooppalaisen elimen luomisesta; seka komissio etta eurooppalaiset valvojien komiteat
osallistuisivat sen tyohon. Komission nékemyksen mukaan télainen elin vois yksiloida systeemiset
riskit Euroopan tasolla ja antaa varoituksia varhai sessa vaiheessa, ennen kriisin puhkeamista.

Komissio jakaa ryhman ndkemyksen siitd, ettéd nykyinen finanssivalvontajarjestelma, joka perustuu
kolmelle erilliselle kansallisista valvontaviranomaisista koostuvalle neuvoaantavale komiteale
(Euroopan pankkivalvojien komitea, Euroopan arvopaperimarkkinavalvojien komitea, Euroopan
vakuutusvalvojien komitea) e ole riittava vakauden takaamiseksi. Komission mielestd mallissa, jossa
yhdistyisi tiettyjen vastuiden keskittéminen eurooppalaiselle tasolle sek& jatkuvan valvonnan
sdilyminen selkeasti kansallisten valvontaviranomaisten vastuual ueena, on paljon etuja.

De Larosiere- ryhméa on ehdottanut eurooppalaisen finanssivalvontgjarjestelméan luomista kahdessa
vaiheessa diten, ettd auks vahvistettaisiin  nykyisia vavojien komiteoita sekda kansallisia
valvontaviranomaisia ja  harmonisoitaisiin =~ nykyista  tiiviimmin  valvontavatuudet ja
valvontaviranomaisten kayttssa olevat sanktiot. Toisessa vaiheessa nykyiset valvojien komiteat
muutettaisiin viranomaisiksi, joilla olis tietyt tehtavdt EU-tasolla, jatkuvan valvonnan sdilyessa
kuitenkin kansalisten viranomaisten sek& naden muodostamien kollegioiden vastuulla. Komissio
katsoo, ettéd ehdotetut vaiheet olisivat yhdistettévissd, jotta asiassa paastaisiin eteenpain nopeasti.
Komission mielestéd tulisi lisdks tutkia, tulisiko eri finanssisektoreiden (pankki, vakuutus,
arvopaperimarkkinat) viranomaisista joko kaks tai kaikki kolme yhdistéd johdonmukaisuuden
takaamiseksi. Komissio kaavailee, ettd naiden yhteisten viranomaisten tehtéviin voisi kuulua rajat
ylittévia finanssitoimijoita valvovien kollegioiden toiminnan seuranta seké eri kollegioiden toiminnan
yhdenmukaisuuden takaaminen, yhteisten tulkintojen tekeminen seka keskeinen asema
ennakkovaroitusmekanismeissa ja kriisien hallinnassa. Ne saattaisivat my0ds voida kayttaa lopullista
paétosvaltaa.

Komissio ilmoittaa akavansa kehittéd omia ehdotuksiaan  uuden  eurooppalaisen
finanssivalvontgjarjestelman luomiseksi kayttden de Larosiere- ryhman suosituksia tyénsa pohjana.
Paremman séantelyn periaatteiden mukaisesti ehdotukset perustuvat vaikutusarviointiin. Vamistelussa
otetaan huomioon my6s komission jasenvaltioilta, valvojien komiteoilta, Euroopan parlamentilta,
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Euroopan keskuspankilta ja muilta asianosaisilta saama palaute. Paketti finanssivalvonnan
kehittamisesta on tarkoitus esitella ennen toukokuun loppua, jotta kesdkuun Eurooppa-neuvosto voisi
ottaa siihen kantaa. Paketti koostuis makrotason vakavaraisuutta kasittelevdstd osiosta, jossa
ehdotetaan uuden elimen perustamista, seka mikrotason osiosta, jota koskevat ehdotukset koskevat
finanssivalvonnan uutta rakennetta. Komission tarkemmat ehdotukset tarvittaviksi lainséadanndllisiksi
muutoksiksi on tarkoitus tehda tulevan syksyn aikana. Uuden valvontajarjestelman tuliss komission
mukaan olla toiminnassa vuoden 2010 kuluessa.

Tiedonannossa listataan yksityiskohtaisemmin myos joukko muita aloitteita, joita komissio aikoo
kuluvan vuoden aikana. Nahin lukeutuvat muun muassa ehdotus toistaiseksi EU-lainsdddantokehikon
ulkopuolella olevien hedge- rahastojen sdantelemiseksi, valkea kirja finanssikriisien ennaltaehkaisyyn
kéytettévissd olevista védlineistd, finanssialan yritysten palkkakannustimia koskevat toimet, ehdotus
yhteisen euromaksualueen hyotyjen tdysimadédrdiseks hyodyntémiseksi, sek& sanktioiden
harmoni soitua vahvistamista ja parempaa toimeenpanoa koskevat toimet.

Reaalital ouden tukeminen

Rahoitusmarkkinoiden kriisilla ja reaalitalouden kehityksella on tiivis yhteytensa ja
vuorovaikutuksensa. Tiedonannossa todetaan se kehitys, joka veti reaalitalouden taantumaan erityisesti
vuoden 2008 viimeisista kuukausista ldhtien. Pitkdan jatkunut kansainvélisen kaupan nopea kasvu
pysadhtyi ja kdantyi jyrkkéén alamékeen. EU-alue e ole voinut pysya téman kehityksen ulkopuolella
vaan erityisesti teollisuus- ja rakennustuotanto ovat supistuneet tuntuvasti samalla kun kauppa sekéa
EU:n ulkopuolelle ettd EU-alueen sisdlla on vahentynyt selvasti. Tammikuussa laaditun komissio
ennusteen mukaan bruttokansantuote supistuisi tand vuonna ldhes kaks prosenttia, mutta tuoreimpien
ennusteiden mukaan tilanne lienee viela pahempi. Komissio on kuitenkin edelleen optimistinen ja
arvioi, etta elvytystoimenpiteet, joihin on ryhdytty sek& EU-alueella etta sen ulkopuolella, erityisesti
Y hdysvalloissa auttavat pahimman yli ja saavat aikaan lievaa positiivista kasvua jo ensi vuonna.

Komission arvio sen marraskuussa esittaman elvytyssuunnitelman vaikutuksesta on t&smentynyt siten,
etta kansallisella tasolla ja yhteisttasolla toteutettavat toimet kohoavat vuosina 2009-2010 yhteensa
automaattisten vakauttagjien vaikutus. Y htei sdtason toimien osuus tasta 30 miljardia euroa, josta puol et
on peraisin Euroopan investointipankin rahoituksesta. Valtaosa jasenvaltioiden toimista on niiden
lahtokohtien mukaisia, joita komissio esitti elvytyssuunnitelmassaan. Keskeinen kohdealue on
julkisten investointien liséksi pk-yritykset, joiden tyollistamispotentiaalia komissio kuvaa valtavaksi.
Pitemman aikavalin kasvumahdollisuuksien kannalta térkeitd kohdealueita ovat my6s osaamistason
nostaminen, innovaatiotoiminnan edellytysten edistdminen, nopeisiin internetyhteyksiin panostaminen,
liikenne- ja energiainfrastruktuurin uudistaminen sekd energiatehokkuuden ja uusiutuvan energian
kayton lisaéminen.

Komissio muistuttaa, etta samaan aikaan on tarked hallita kriisin pitk8aikaisia vaikutuksia julkiseen
talouteen ja sen kestéavyyteen. Tama on varmistettava vakaus- ja kasvusopimuksen puitteissa. On
pidettadva myos se, ettd erdissd maissa kuten Unkarissa ja Latviassa julkisen talouden alijéamien
supistaminen on  vattamdtiontd.  Tassd yhteydessd on  voitu  hyddyntda  unionin
maksutaseapuinstrumenttia.

Keskeinen osa elvytyssuunnitelmaa on yhteismarkkinoiden toiminta, jonka komissio nékee yhtena
kasvun moottorina. Ne tarjoavat mittakaava- ja tehokkuusetuja ja tukevat jésenvaltioiden
kilpailuetujen ja — vahvuuksien hyvéksikayttod. Tassd yhteydessid on hyddynnetty mahdollisuuksien
mukaan voimassa oleviin yhteisdn saantdihin sisdityvaa joustavuutta. Kansainvadlisen kaupan
supistuessa jyrkasti on myos erityisen tarkedd pitdd huolta siita, ettd protektionismi e levia ja
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muodostu elpymisen esteeksi. Jotta e syntyis haitallisia sivuvaikutuksia markkinoilla ja jotta
myonteiset heljastus vaikutukset olisivat mahdollisimman suuria, tarvitaan tehokasta koordinaatiota.

On myos kriisin jélkeiseen aikaan ja dSirtymista tulevaisuuden talouteen. Tama koskee mm.
vahdpaastoista taloutta ja rakenneuudistusten toteuttamista. Kansallistetut yritykset on palautettava
yksityiseen omistukseen ja valtion osallistuminen talousel@méan on palautettava normaaliksi. Kriisista
saadut opetukset on kyettdva hyodyntamaan. Kaikki tama liittyy vahvasti Lissabonin strategian
uudistamiseen, jotka ovat gankohtaisia tulevien Ruotsin ja Espanjan puheenjohtajakausien aikana. On
viela liian aikaista tehda johtopdétoksia elvytyssuunnitelman toteutumisesta, mutta komissio toteaa,

Tuki kansalaisille 1&pi kriisin

Taantuman vaikutukset vélittyvét tyomarkkinoille viivedlla. Komissio arvioi tydllisyyden, joka on
kehittynyt myonteisesti |&hestulkoon tdhén saakka, supistuvan seuraavien kahden vuoden akana.
Pelkastdan tand vuonna tdma tarkoittaa 3,5 miljoonaan menetettya tyopaikkaa. Tyottomyysasteen
odotetaan kohoavan 10 %:iin vuonna 2010. Taustala on kuitenkin my6s optimismia.
TyOmarkkinoiden toimintaa koskevien rakenneuudistusten vuoksi tilanne voi kohentua nopesasti, kun
elpyminen k&ynnistyy.

Komission mukaan jasenvaltiot ovat kohdentaneet toimensa neljdle painopistealueelle. Ne ovat
- nykyisten tydpaikkojen séilyttdminen, erityyppisten avustusten tuella

- varmistamalla tyontekij6iden nopea pagsy tai paluu tyémarkkinoille

- tukemalla hetkoimmassa asemassa olevia, seké

- vahvistamalla sosiaalista suojelua ja investoimalla sosiaali- ja terveysalan infrastruktuuriin.

Tiedonannossa selvitetédn myo6s Euroopan globalisaatiorahaston ja Euroopan sosiaalirahaston
vaikutusta. Kussakin jasenvaltiossa on raataoity tyollisyytta tukevia lisdtoimenpiteitd. Keskindisella
oppimisella ja parhaiden kéytdntgjen vaihtamisella voidaan maksimoida myoOnteiset
heijastusvaikutukset.

Komissio vamistelee toukokuussa 2009 pidettavaa tydllisyyshuippukokousta, jossa voidaan arvioida
tilanteen kehitystd ja sopia mahdollisista konkreettisista lisdtoimenpiteista Huippukokousta
valmistellaan yhdessa osapuolten kanssa uudistetun sosiaalisen toimintaohjelman myo6té. Kokouksella
on kolme tavoitetta. (i) On nopeutettava taantumasta palautumista keskittymalla tydmarkkinoiden
toimintaa edistavilla rakenneuudistuksilla. (ii) On sovittava yhtendisestd toimintainjasta kriisin
yhteiskunnallisten vaikutusten lieventamiseksi. (iii) Olisi saatava aikaan yhteisymmarrys osapuolten ja
sidosryhmien kanssa siité, ettd sosiaalipolitiikkaa voidaan nykyaikaistaa kaikkien yhteiseksi hyodyksi.
Erityinen paino halutaan antaa nuorten ja helkoimmassa asemassa oOlevien tyontekijoiden
sjoittumiselle. Komissio pitéa erityisen tarkednd huippukokouksen valmisteluvaihetta, jossa
muodostetaan vahva perusta lagjalle yhteisymmaérrykselle.

Maailmanlaajuisen elpymisen edistdminen: Euroopan panos G20-huippukokoukseen

Komissio korostaa tiedonannossaan EU:n tarvetta esiintya G20 huippukokouksessa 2.4.2009
Lontoossa yhtendisend. Huippukokouksessa olis sitouduttava kansainvalisen rahoitusjarjestelman
uudistamiseen siten, ettéa kaikkiin alan toimijoihin ja vaineisiin sovelletaan asianmukaista séantelya ja
valvontaa muun muassa: i) avoimuutta ja vastuullisuutta lisédmélld, ii) parempaa sdantelya
edistamdlld, iii) finanssimarkkinoiden integriteettia edistamallg, iv) kansainvalista valvontayhteistyota
vahvistamalla (kuten maailmanlagjuisia valvontakollegioita perustamalla), v) Kansainvdisen
vakausfoorumin  (FSF) jasenmé&rda lagjentamalla, vi) kansainvédisten rahoituslaitosten
hallinnonuudistuksia jatkamalla, vii) IMF.n toimintaa ja rahoitusta vahvistamalla, sek& viii)
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Maailmanpankin ja alueellisten kehityspankkien toimintaa kehittdmalla. Tarkoituksena on edistéa
EU:n omien finanssisektorin uudistusten toteuttamista myds lagjemmassa G20 kontekstissa.

Komission mukaan huippukokouksessa olisi myds tuettava lyhyella tahtéimella rahoitusmarkkinoiden
tasgpainoista kasvua erityisesti: i) koordinoimalla julkisen talouden elvytystoimenpiteita
kansainvalisesti, ii) sitoutumalla G20 ryhméssa korkeimmalla poliittisella tasolla WTO:n Dohan
kauppakierroksen saattamiseen loppuun, iii) tukemalla kaupan rahoittamisen jatkumiseen téhtéévaa
monenvadlista al oitetta seka iv) vahvistamalla sitoutuminen tukea kehitysmaiden kasvuun ja kdyhyyden
torjuntaan liittyvaa tyotd kriisista huolimatta, ml. pitdytyminen ODA-sitoumuksissa. Komissio
korostaa tiedonannossaan EU:n johtgjuutta kun tarvitaan koko maailman kattavia ratkaisuja esilla
oleviin haasteisiin.

Kansallinen kéasittely:

EU-ministerivaliokunta 13.3.2009
VM, TEM, UM, STM

Eduskuntakasittely:

Késittely Euroopan parlamentissa:

Kansallinen lainsdadantd, ml. Ahvenanmaan asema:

Taloudelliset vaikutukset:

Muut mahdolliset asiaan vaikuttavat tekijéat:
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Asiasanat
Hoitaa VM

Tiedoksi
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TIEDONANTO KEVAAN EUROOPPA-NEUVOSTOLLE

Elvytys Euroopassa

1. JOHDANTO

Kuuden viime kuukauden aikana maailmanlaajuinen talouskriisi on kohdistanut
ennenndkemdttomid paineita Eurooppaan. EU:n sinnikkyys ja reagointinopeus on pantu
koetukselle. Tilanne on myds luonut koordinointihaasteita ja lisdnnyt tarvetta solidaarisuuteen
27 jasenvaltion kesken. Viime syksynd EU toteutti tarvittavia toimia rahoitusmarkkinoiden
romahtamisen estdmiseksi. Joulukuussa se hyviksyi Euroopan talouden elvytyssuunnitelman
taantuman pysayttimiseksi ja edellytysten luomiseksi sille, ettd talous kééntyisi kasvuun.
Komissio ja jdsenvaltiot ovat reagoineet myodnteisesti tarpeeseen toteuttaa toimenpiteitd
kriisin selvittdmiseksi ja elpymiseen valmistautumiseksi.

Néiden toimenpiteiden toteuttamisen yhteydessd on huomattu, ettd koordinointia on lisittdva
toimenpiteiden myonteisten vaikutusten maksimoimiseksi. Tdmén tiedonannon tarkoituksena
on médrittdd, kuinka kriisin selvittdmisessd ja elpymisen kdynnistimisessd olisi edettidva
EU:ssa. Se sisdltdd rahoitusalan kunnianhimoisen uudistusohjelman ja siind tarkastellaan
toimenpiteitd, joita toteutetaan kysynnédn ylldpitimiseksi, investointien edistimiseksi ja
tyopaikkojen sdilyttimiseksi tai luomiseksi. Siind luodaan my0s suunnitelma toukokuun
tyOllisyyttd késittelevdn huippukokouksen valmistelemiseksi. Lisdksi EU:n sisdiset
ponnistelut asetetaan tiedonannossa laajempaan G20-huippukokouksen kontekstiin. EU:n olisi
esitettdvd tdssd huippukokouksessa kunnianhimoinen toimintasuunnitelma kansainvélisten
rahoitusmarkkinoiden hallintojarjestelmdn uudistamiseksi.

Maailmantalouden jatkaessa laskuaan kysynndn vdheneminen ja tyOpaikkojen menettdminen
vaikuttavat yrityksiin, perheisiin ja yhteisoihin koko EU:ssa. Luottamus rahoitusalaan on
pysynyt vihdisend. Uusia heikkouksia ilmenee yhé ja ne edellyttivit koordinoituja toimia.
Pankkijérjestelmén siivoaminen on edellytys paluulle normaaleihin luotto-olosuhteisiin.
Tarvitaan paljon ponnisteluja, koska elpyminen vie aikaa.

Rahoitusmarkkinoiden vakauttaminen ei ole vield johtanut heikon luottotarjonnan
paranemiseen ja yrityksille ja kotitalouksille suunnatun lainanannon elpymiseen. Tdméin
vuoksi EU:n on pidettdvé ylld rahoitusalan uudistustahtia ja jatkettava sdéntelyn uudistamista.
Lisdksi valvontajdrjestelmd on sovitettava paremmin nykyiseen kansainviliseen
toimintaymparistoon.

Niin kauan kuin lainananto on véhaista, pyrkimykset lisdtd kysyntda ja kuluttajien luottamusta
ovat vaikutukseltaan pienid. Joulukuussa hyvéksytyssd elvytyssuunnitelmassa sovitun
elvytyspaketin tidytintéonpano on aloitettu. Vaikka viekin aikaa ennen kuin myonteiset
vaikutukset ovat ndhtivissd taloudessa, mittavat finanssipoliittiset toimet (joiden suuruus on
noin 3,3 prosenttia EU:n BKT:std tai yli 400 miljardia euroa) luovat uusia investointeja,
tukevat tyontekijoitd ja heiddn perheitdén ja edistdvat kysyntdd. Liséksi toteutetaan toimia,
joiden pitkén aikaviélin tavoitteena on luoda EU:hun kilpailukykyinen ja kestévé talous kasvua
ja tyollisyyttd koskevan Lissabonin strategian mukaisesti. Tamaé takaa sen, ettei EU pelkéstidén
puutu vallitsevaan taantumaan vaan valmistautuu myos kédyttimééan tulevat mahdollisuudet
hy6dyksi parhaalla mahdollisella tavalla.
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Samaan aikaan vaikutus tyOpaikkoihin on yhid suurempi. On toteutettava kohdennettuja
toimia, jotta rajoitetaan henkil6ihin kohdistuvia vastoinkdymisid ja estetddn arvokkaiden
taitojen menetys. Toimenpiteitd on mahdollista toteuttaa ja niitd olisikin toteutettava ihmisten
pitdmiseksi tydeldmidssd taantuman ldpi ja luovien ratkaisujen kehittimiseksi ty&voiman
taitojen lisddmiseksi.

Tdmd on maailmanlaajuinen kriisi, eikd elpyminen ole tédydellistd ennen kuin
maailmantalouden suurten toimijoiden talous on jilleen kdintynyt kasvuun ja ne kayvét
kauppaa keskenddn. EU:ssa toteutetut toimenpiteet ovat inspiroineet kumppaneitamme
maailmalla ja ne ovat auttaneet pdidsemidn yksimielisyyteen toimintamallista, joka olisi
muutettava konkreettisiksi toimiksi tulevassa G20-kokouksessa Lontoossa.

Kriisin aikana koko EU:n laajuisen ulottuvuuden merkitys on tullut yhd selvemmaksi.
Yhteismarkkinat ovat olleet EU:n talouskasvun perusta 15 viime vuoden ajan. Ne ovat
edistdneet kasvua, joka on luonut miljoonia tyopaikkoja ja tehnyt Euroopan
kilpailukykyisemmaiksi ja tehokkaammaksi. Ne ovat luoneet ennennékeméttomin keskindisen
riippuvuuden: kauppiaat, toimittajat, valmistajat ja kuluttajat eivit koskaan ole olleet yhta
titvisti yhteydessé toisiinsa. Kaikki jdsenvaltiot kdyvit enemmén kauppaa toistensa kuin muun
maailman kanssa. Sen vuoksi paras tapa piristdd taloutta on kayttda hyvéksi titd keskindistd
riippuvuutta  ja  vélttdd samalla pyrkimyksid asettaa  keinotekoisia  rajoitteita
elvytystoimenpiteiden vaikutukselle.

Tami korostaa koordinoinnin tdrkeyttd. Vaikka jdsenvaltioiden yhteiskunnallisissa ja
taloudellisissa tilanteissa on selvid eroja, jokaisella niistd on kéytettdvissddn runsaasti
vilineitd erityisolosuhteisiinsa vastaamiseksi. Ndméa vilineet ovat tehokkaimpia, jos niitd
kéytetddn selvdsti EU:n puitteissa. Esimerkiksi kansallisilla toimenpiteilld kysynnédn
edistdmiseksi on usein myonteinen rajat ylittdva vaikutus tavaroiden ja palvelujen kysyntddn
toisissa jasenvaltioissa. Tdma johtaa elpymiseen koko Euroopassa.

EU:n taloudella on suuria pitkdaikaisia vahvuuksia. Séilyttimélld vahvan asemansa maailman
vientimarkkinoilla EU on osoittanut, ettd sen kilpailukyky riittdd menestykseen globalisaation
aikakaudella. EU:n tydvoima on ammattitaitoista ja sen yhteiskuntamallit, jotka suojelevat
yhteiskuntamme heikoimmassa asemassa olevia, ovat osoittaneet arvonsa erityisen
voimakkaan paineen alla. EU:lla on erityisen hyvit mahdollisuudet siirtyd vdhédpaistdiseen
talouteen ja vastata ilmastonmuutoksen ratkaisemisen luomaan teknologiseen haasteeseen.
Yhteiset ponnistelut kriisid vastaan solidaarisuuden hengessd ovat Euroopalle paras tapa
kéyttdd nditd vahvuuksia taantuman pysdyttdmiseksi ja kasvu-uralle palaamiseksi.

2. VAKAAN JA LUOTETTAVAN RAHOITUSJARJESTELMAN PALAUTTAMINEN JA
SAILYTTAMINEN
2.1. Luottamuksen palauttaminen ja lainanannon elvyttiminen

Vakaa rahoitusala on edellytys kestdville elpymiselle. Viime syksynd toteutettiin
koordinoituja Euroopan tason toimia EU:n pankkien pddomapohjan vahvistamiseksi ja niiden
takaamiseksi, ja siten estettiin Euroopan pankkialan romahdus ja autettiin palauttamaan jonkin
verran likviditeettid pankkien vilisille markkinoille.

Nyt on aika siirtyd valvomaan néitd rahoitusalan tukipaketteja sen varmistamiseksi, ettd ne
pannaan tehokkaasti tdytdntoon. On kansainvilisten rahoituslaitosten koti- ja isdntdmaan
viranomaisten yhteisen edun mukaista sdilyttdd makrotalouden vakaus takaamalla paikallisten
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pankkijirjestelmien rahoitus ja vakaus ja noudattamalla pdfdoman vapaan liitkkuvuuden
periaatetta.

Komissio on jo esittdnyt lainsdddédntoehdotuksia pankkitalletusten suojan parantamiseksi,
luottoluokitusten  luotettavuuden  lisddmiseksi, oikeiden kannustimien luomiseksi
arvopaperistamismarkkinoille sekd pankkien ja vakuutusyhtiiden vakavaraisuuden ja
valvonnan vahvistamiseksi. Kirjanpitosddntdjen muutoksista sovittiin nopeasti, jotta
eurooppalaisille rahoituslaitoksille luotaisiin tasavertaiset toimintaedellytykset kansainvilisten
kilpailijoidensa kanssa. Namé toimenpiteet ovat osa vahvemman ja luotettavamman
jérjestelmdn luomista tulevaisuutta ajatellen.

Luottamus pankkialaan on kuitenkin edelleen vdhédinen. Pankit ja muut rahoitusalan toimijat
ovat edelleen velkaantumisen purkamisprosessissa eivdtkd ne ole palanneet tavanomaisiin
rooleihinsa rahoituksen tukku- ja vihittdismarkkinoilla. Ne suhtautuvat edelleen erittdin
tiukasti lainanantoon. Sen vuoksi reaalitalouden luottovirtojen palauttaminen on
avainasemassa talouskasvun hidastumisen estimiseksi.

On aika toteuttaa toimia vdhenevin luottamuksen ja lainanantohaluttomuuden muodostaman
noidankehén katkaisemiseksi. Joissakin tapauksissa timd merkitsee sitd, ettd on puututtava
suoraan pankkien taseiden vastaavaa-puolelle ja lopetettava epdvarmuus tulevien tappioiden
arvostuksesta ja sijainnista. Luottamuksen palauttamiseksi koko pankkialaan sellaisten
pankkien, joilla on arvoltaan alentuneita omaisuuserid, olisi ilmoitettava niisté toimivaltaisille
viranomaisille.

Niiden ohjeiden perusteella, joita komissio on jo antanut valtiontukisddntdjen soveltamisesta
toimenpiteisiin, joilla tuetaan rahoituslaitoksia ja vahvistetaan niiden padomapohjaa’,
komissio on antanut tiedonannon® auttaakseen jisenvaltioita suunnittelemaan toimenpiteiti
arvoltaan alentuneiden omaisuuserien késittelemiseksi. Vaihtoehtoja ovat valtion toteuttama
osto, valtiontakaukset, swap-jérjestelyt tai ndiden yhdistelmé. On jisenvaltioiden asia paattaa,
kéayttavatko ne néitéd vélineitd ja kuinka ne suunnitellaan. Yhteinen ja koordinoitu EU:n kehys,
joka perustuu avoimuuden, tietojen annon, arvostuksen ja taakanjaon periaatteisiin, auttaa
kuitenkin varmistamaan, ettd ongelmallisten omaisuuserien hoitotoimenpiteilld on suurin
mahdollinen vaikutus.

Kehyksessd varmistetaan pankkien viliset tasavertaiset toimintaedellytykset, helpotetaan
valtiontukisddntdjen noudattamista, rajoitetaan vaikutusta julkiseen talouteen ja valmistellaan
alan valttamatontd rakenneuudistusta. Komissio antaa ldhiaikoina tarkempia ohjeita
lahestymistavasta, jota se soveltaa arvioidessaan yksittdisten pankkien rakenneuudistus- ja
elinkelpoisuussuunnitelmia valtiontukisddntdjen perusteella. Se arvioi jokaisen tapauksen
erikseen ja ottaa huomioon padomapohjan vahvistamisen, takausten tai ongelmallisten
omaisuuserien hoitotoimenpiteiden muodossa saadun tuen kokonaisméidrdn varmistaakseen
Euroopan pankkialan pitkdaikaisen elinkelpoisuuden ja paluun normaaliin toimintaan.

Luotto-olosuhteiden parantamiseksi EKP ja muut keskuspankit ovat tarjonneet merkittévisti
likviditeettid. Ne ovat jo laskeneet korkoja, ja EKP on todennut, ettd korkoja voitaisiin laskea
edelleen. Finanssipoliittinen elvytys luo kysyntdd lainoille ja sitd kautta sen voidaan odottaa
lisddvin pankkien luottamusta ja lainanantohalukkuutta. Sen wvuoksi luottovirtoja olisi
seurattava erittdin tiiviisti tulevina kuukausina sen varmistamiseksi, ettd julkiset toimet

! EUVL C 270, 25.10.2008, s. 8, ja EUVL C 10, 15.1.2009, s. 2.
2 K(2009) 1345 (ei vield julkaistu).
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rahoitusalalla todella johtavat eurooppalaisten kotitalouksien ja yritysten tilanteen
helpottumiseen.

2.2, Vastuuntuntoiset ja luotettavat tulevaisuuden rahoitusmarkkinat

Kriisi on paljastanut kansainvélisten ja FEuroopan rahoitusmarkkinoiden nykyisessé
hallintajirjestelméssd riskejd, joita ei voida hyvdksyd. Nami riskit ovat osoittautuneet
todellisiksi ja systeemisiksi vakavien myllerrysten aikana. Alan vakauden palauttamiseksi
toteutettavien ainutlaatuisten toimenpiteiden rinnalla on toteutettava voimakas uudistus, jotta
voidaan korjata tiedossa olevat heikkoudet sekd havaita ja estdd uusien heikkouksien
syntyminen tulevaisuudessa. Eurooppalaisten yritysten ja Euroopan kansalaisten on voitava
luottaa rahoituslaitoksiin luotettavina kumppaneina, jotka muuttavat niiden sééstot talouden
pitkdn aikavilin toimintakunnon kannalta olennaisiksi sijoituksiksi. Markkinavalvonnalla
sekd sopimus- ja kaupantekokdytidntdjen tiytintoonpanolla tulee olemaan suuri merkitys
kuluttajien luottamuksen palauttamisessa véhittdispankkitoimintaan.

Komissio ehdottaa vuoden 2009 aikana Euroopan rahoitusjirjestelmin kunnianhimoista
uudistusta, jota esitellddn jéljempand yksityiskohtaisemmin liitteessd I. Uudistus antaa EU:n
toiminnalle selkeén suunnan ja muokkaa maailmanlaajuista muutosprosessia erityisesti G20:n
tyon kautta. Samanaikaisesti komissio jatkaa pankkien kiireellisid pelastamistoimenpiteité
sekd pitkdn aikavélin elinkelpoisuuden palauttamista koskevien puitteiden soveltamista
olemassa olevien valtiontukisdént6jen mukaisesti.

Uudistuksella varmistetaan, ettd kaikki alan toimijat ja kaikenlaiset rahoitusinstrumentit ovat
asianmukaisen sddntelyn ja valvonnan kohteena. Sen perustan muodostavat sellaiset arvot
kuin vastuullisuus, eheys, avoimuus ja johdonmukaisuus.

Viime vuoden marraskuussa komissio antoi Jacques de Larosiéren johtaman korkean tason
tyoryhmin tehtdviksi esittdd tatd uudistusta koskevia suosituksia erityisesti valvonnan osalta.
Komissio ottaa tyytyvdisend vastaan 25. helmikuuta 2009 esitetyn raportin ja yhtyy
tyoryhmin analyysiin rahoituskriisin syistd. Tyoryhmin 31 suositusta tarjoavat useita
konkreettisia ratkaisuja toimenpiteiksi, joilla korjataan sdintelyd, valvontaa ja
maailmanlaajuista tilannetta.

Monet tyoryhmén suosituksista sddntelyd koskeviksi korjaustoimenpiteiksi auttavat
paddsemddn suurempaan yksimielisyyteen siitd, missd muutoksia tarvitaan, ja heijastavat
avaintoimijoiden, kuten Euroopan parlamentin, esille ottamia seikkoja. Komissio on jo
toteuttanut konkreettisia aloitteita sellaisilla aloilla kuin luottoluokituslaitokset, vakuutus,
Basel II -sopimuksen mukaisten pddomavaatimusten tarkistus, arvopaperistetut tuotteet,
markkinahintaan perustuvaa arvostamista koskevat kirjanpitosddnnot ja
sadntelytoimenpiteiden myotisyklisyys. Alan toimijat ovat suostuneet komission pyyntoon
siirtdd eurooppalaisia yhteis6jd ja eurooppalaisista yhteisoistd muodostettuja indeksejd
koskevat luottoriskinvaihtosopimukset  keskusselvitysjarjestelmdin, joka perustetaan
Euroopassa 31. heindkuuta 2009 mennessid ja jonka toimintaa sddnnelldfin ja valvotaan.
Komissio asettaa ensisijaiseksi tehtdvidkseen esittdd tulevina kuukausina ehdotuksia, jotka
koskevat muita aloja, kuten hedgerahastojen ja muiden sijoitustoiminnan harjoittajien kuin
pankkien sdédntely, johdannaismarkkinoiden avoimuus ja parannetut kirjanpitosaannét.

Erityisen kiinnostava on tyoryhmén suositus, joka koskee tarvetta kehittdd yhdenmukainen ja
kaikkialla EU:ssa sovellettava normisto. Suurimmat kansallisten lainsddddntdjen erot, jotka
ovat seurausta kansallisella tasolla tehdyistd poikkeuksista ja lisdyksistd tai voimassa olevien
direktiivien epédselvyydesti, olisi tunnistettava ja poistettava. Tatd varten komissio kdynnistda
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merkittdvan uuden aloitteen. Seuraamusjérjestelmad koskevat tydryhmén havainnot osoittavat
myos, ettd tilld alalla tarvitaan uutta pontta.

Valvonnan alalla kansalliset valvontamallit ovat jddneet jélkeen siitd markkinoiden
todellisesta tilanteesta, jossa yhd useammat kansainvilisti toimintaa harjoittavat pankit ja
vakuutusyhtiot toimivat. Komissio on jo ehdottanut valvontakollegioiden perustamista
helpottamaan kansainvilisten pankkien ja vakuutusyhtididen valvontaviranomaisten vélista
yhteistyotd. Valvontaviranomaisten kolmen komitean harjoittama koordinointi on ollut
merkittdvd edistysaskel, mutta myds sithen liittyy rajoituksia. Komissio on muuttanut
kyseisten komiteoiden toimeksiantoja. Tdma muutos parantaa komiteoiden tehokkuutta ja
silld otetaan kdyttoon midrdenemmistoon perustuva padtoksenteko seké ldhestymistapa, jonka
mukaan sddntdd on noudatettava tai siitd poikkeamisen syyt selitettivd. Komiteoiden
toiminnan rahoituksen parantamista koskeva ehdotus on parhaillaan budjettivallan kayttéjan
késiteltdvana.

De Larosieren tyoryhmédn raportissa korostetaan nykyisid aukkoja kriisien estimisessi,
hallinnassa ja  ratkaisemisessa sekd  vaikeuksia, joita aiheutuu kansallisten
valvontaviranomaisten vélisestd puutteellisesta yhteistyosté, koordinoinnista,
johdonmukaisuudesta ja luottamuksesta. Yrityksille useiden erilaisten jdrjestelmien
noudattaminen lisdé hallinnollista ja sdéntelyyn liittyvéé taakkaa. Komissio yhtyy tyoryhmén
toteamukseen, jonka mukaan viimeaikainen kokemus on osoittanut vakavia puutteita siina,
kuinka valvontaviranomaiset tarkastelevat tiettyjd asioita, sekd niiden tavassa ldhestyd
rahoitusjarjestelmii kokonaisuutena.

Makrotalouden vakauden valvonnan osalta komissio ottaa erityisen tyytyvdisend vastaan
tyoryhmédn ajatuksen uudesta EU:n elimestd, joka toimisi EKP:n alaisuudessa ja jonka
toimintaan komissio ja Euroopan valvontaviranomaisten komiteat osallistuisivat. Kyseisen
elimen tehtdvéni olisi koota ja arvioida tietoja kaikista koko alaa koskevista riskeisté kaikilla
rahoituspalvelujen aloilla. Téllaisella elimelld olisi hyvat mahdollisuudet havaita systeemiset
riskit Euroopan tasolla ja antaa riskivaroituksia. Pakolliset seuranta- ja valvontavélineet sekd
mahdollisuus siirtdd kysymyksid maailmanlaajuisiin ennakkovaroitusjérjestelmiin olisivat
olennaisia.

Yksittdisten yritysten valvonnan osalta tydoryhmé on suositellut rahoitusalan eurooppalaisen
valvontajdrjestelmdn perustamista. Ensimmdiisessd vaiheessa vahvistettaisiin kolmea
Euroopan valvontaviranomaisten komiteaa sekd kansallisia valvontaviranomaisia ja otettaisiin
kayttoon yhdenmukaisemmat valvontavaltuudet ja seuraamusjirjestelmét. Toisessa vaiheessa
komiteat muutettaisiin viranomaisiksi, jotka hoitavat tiettyjd tehtdvid Euroopan tasolla.
Yksittdisten yritysten pdivittdinen valvonta puolestaan jdisi valvontakollegioiden ja
kansallisten valvontaviranomaisten tehtéviksi. Kolmen vuoden kuluttua tarkasteltaisiin
tarvetta timén valvontajérjestelmén vahvistamiseen edelleen.

Komissio yhtyy tyoryhmén toteamukseen, ettd nykyisten komiteoiden, joiden rooli on
saavuttanut oikeudelliset dirirajansa, rakenne ei riitd varmistamaan rahoitusalan vakautta
EU:ssa ja sen jdsenvaltioissa ja ettd nykyisen rakenteen heikkoudet on ratkaistava
mahdollisimman nopeasti. Komissio katsoo lisdksi, ettd omat etunsa on jérjestelmélld, jossa
tietyt vastuut keskitetddn Euroopan tasolle ja samalla siilytetdén selked rooli kansallisilla
valvontaviranomaisilla, jotka ovat 1dhinnd yritysten pdivittdistd toimintaa.

Komissio katsoo, ettd toimenpiteitd on toteutettava kiireellisesti, ja se ehdottaa tydoryhmin
suositusten tdytdntdonpanon nopeuttamista. Yhdistamélld tyoryhmén ehdottamat kaksi
vaihetta pitdisi olla mahdollista parantaa nopeammin valvonnan laatua ja yhdenmukaisuutta
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Euroopassa sekd muuttaa olemassa olevat kolme komiteaa rahoitusalan eurooppalaisen
valvontajdrjestelmédn viranomaisiksi. Mahdollisuutta yhdistdd yksi tai useampi niistd
viranomaisista olisi tutkittava sen varmistamiseksi, etti taataan valvonnan suurin mahdollinen
yhdenmukaisuus ja lisdtddn pankki-, vakuutus- ja markkinavalvonnan alan asiantuntijoiden
vilistd johdonmukaisuutta ja vuorovaikutusta.

Viranomaisille voitaisiin antaa tehtdvéksi rajat ylittdvien ryhmittymien valvontakollegioiden
valvonta ja niitd koskevat péédtoksentekovaltuudet sekd johdonmukaisuuden ja hyvin
kaytdnnon varmistaminen asettamalla yhteiset korkeat normit ja tekemailld yhteisid tulkintoja
valvontatoimintoja koskevista vaatimuksista. Lisdksi sille voitaisiin antaa merkittdvad rooli
ennakkovaroitusjarjestelmisséd ja kriisinhallinnassa yhdessda kokonaiskuvaa tarkastelemaan
perustettavan elimen kanssa.

Komissio aikoo laatia de Larosiéren tydoryhmén suositusten pohjalta ehdotuksia rahoitusalan
uuden eurooppalaisen valvontajirjestelmédn luomiseksi. Ottaen huomioon jésenvaltioiden,
olemassa olevien komiteoiden, Euroopan parlamentin, EKP:n ja muiden sidosryhmien
esittdmit kannanotot komissio laatii ehdotuksensa vaikutustenarvioinnin perusteella
paremman sddntelyn periaatteiden mukaisesti.

Vastuuntuntoisten ja luotettavien rahoitusmarkkinoiden luomiseksi tulevaisuutta varten
komissio ehdottaa kunnianhimoista uutta uudistusohjelmaa, jolla on viisi pdétavoitetta:

(1)  Uudistuksella pyritddan luomaan EU:lle valvontakehys, joka mahdollistaa
potentiaalisten riskien havaitsemisen varhain ja niiden tehokkaan kisittelyn ennen
kuin niilld on vaikutusta, sekd vastaa haasteeseen, jonka monimutkaiset kansainvéliset
rahoitusmarkkinat luovat. Komissio ehdottaa rahoitusalan eurooppalaista
valvontapakettia toukokuun 2009 loppuun mennessa, jotta siitd voidaan tehdd paitos
kesdkuun Eurooppa-neuvostossa. Lainsdddantomuutokset, joilla ndgmid ehdotukset
saatetaan voimaan, ovat vuorossa syksylld, ja niiden pitdisi olla hyviksyttyjéd
sellaisessa aikataulussa, ettd uudistetut valvontajérjestelyt voidaan ottaa kéyttoon
vuoden 2010 aikana. Pakettiin siséltyy kaksi osatekijai:

— makrotalouden vakauden valvonnan osalta toimenpiteitd, joilla perustetaan koko
rahoitusjirjestelmén vakautta tarkasteleva EU:n elin

— mikrotalouden vakauden valvonnan osalta ehdotuksia, jotka koskevat
rahoitusalan eurooppalaisen valvontajirjestelmén rakennetta.

(2)  Uudistuksella pyritddn tiyttdméadn aukot, joissa siddntely EU:ssa tai kansallisella
tasolla on riittimdtontd tai vaillinaista, ja siind asetetaan turvallisuus etusijalle.
Komissio esittdd

— kattavan sdddoksen, jossa vahvistetaan hedgerahastoja, piAfiomasijoituksia ja
muita koko jérjestelmén kannalta tirkeitd markkinatoimijoita koskevat sdintely-
ja valvontanormit (huhtikuu 2009)

— valkoisen kirjan vélineistd, joilla ongelmiin voidaan puuttua varhaisessa
vaiheessa kriisin estimiseksi (kesdkuu 2009).

— asianmukaisia aloitteita avoimuuden lisddmiseksi ja rahoitusalan vakauden
varmistamiseksi johdannaisten ja muiden rakenteeltaan monimutkaisten
tuotteiden kayttod koskevan raportin perusteella (kesdkuu 2009)
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— lainsdddantoehdotuksia pankkien kaupankidyntisalkkuun liittyviin toimintoihin
tarvitseman padomapohjan parantamiseksi laadullisesti ja madrdllisesti ja
monimutkaisen arvopaperistamista koskevan kysymyksen késittelemiseksi
(kesikuu  2009) sekd likviditeettiriskin  ja  liiallisen  velkaantumisen
kasittelemiseksi (syksy 2009)

— jatkuvan  toimenpideohjelman  paljon aiempaa johdonmukaisempien
valvontasiintdjen luomiseksi (kdynnistetdin vuonna 2009).

3) Sen varmistamiseksi, ettd eurooppalaiset sijoittajat, kuluttajat ja pk-yritykset voivat
olla varmoja sdistdistddn, luotonsaantimahdollisuuksistaan ja rahoitustuotteisiin
liittyvistd oikeuksistaan, komissio esittda

— tiedonannon vihittiissijoitustuotteista, jolla vahvistetaan markkinointia
koskevia suojatoimenpiteitd (huhtikuu 2009)

— lisdtoimenpiteitd tallettajien, sijoittajien ja vakuutuksenottajien suojan
parantamiseksi (syksy 2009)

— vastuuntuntoista lainanantoa ja lainanottoa koskevia toimenpiteitd (syksy
2009).

(4)  Uudistuksella pyritddn parantamaan riskinhallintaa rahoitusyrityksissd ja
sovittamaan palkkakannustimet yhteen kestdvén tulostason kanssa. Tatd varten
komissio

— vahvistaa vuoden 2004 suositustaan johtajien palkoista ja palkkioista (huhtikuu
2009)

— esittdd uuden suosituksen palkkioista rahoituspalvelujen alalla (huhtikuu 2009)
ja sen jidlkeen lainsdddiantoehdotuksia, joilla palkkiojirjestelmét saatetaan
rahoituksen vakauden valvonnan piiriin (syksy 2009).

%) Uudistuksella pyritddn varmistamaan tehokkaammat seuraamukset markkinoilla
toteutettuja vadrinkaytoksid vastaan. Tatd varten komissio

— tarkistaa markkinoiden viirinkayttod koskevan direktiivin (syksy 2009)

— esittdd  ehdotuksia  siitd, kuinka seuraamuksia voitaisiin  vahvistaa
yhdenmukaisesti ja panna ne paremmin taytantoon (syksy 2009).

Komissio pyytdd kevddn Eurooppa-neuvostoa antamaan tukensa tdlle uudistukselle ennen
Lontoon G20-huippukokousta. Néin osoitetaan Euroopan unionin halukkuus ja sitoumus
toteuttaa kunnianhimoisia toimenpiteitd G20:n  Washingtonin toimintasuunnitelman
toteuttamiseksi. Euroopan parlamenttia ja neuvostoa olisi kehotettava asettamaan komission
tulevat ehdotukset etusijalle.

3. REAALITALOUDEN TUKEMINEN

Maailmantalous on pahimman taantuman kourissa vuosikymmeniin. Maailmankauppa on
supistunut nopeasti. Teollisuustuotanto viheni nopeasti vuoden 2008 loppupuolella. BKT on
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laskenut selvisti sekd Yhdysvalloissa ettd Japanissa, ja Kiinassa sen kasvu oli alhaisimmillaan
sitten vuoden 2001, miké heijastaa maailmankaupan dramaattista vihentymista.

EU:n talous ei ole pystynyt vélttymdan tdltd maailmanlaajuiselta taantumalta. Seké euroalue
ettd EU kérsivdt nyt vakavasta taantumasta. Erityisesti kriisistd ovat kérsineet tehdas- ja
rakennusteollisuus, joiden arvioidut tappiot ovat 150 miljardia euroa koko vuoden osalta.
Autoteollisuuden alalla lasku oli 32,3 prosenttia, mikd kdynnisti heikkenemisen monilla
muilla aloilla. EU:n teollisuustuotteiden vienti EU:n ulkopuolisiin maihin laski 5,8 prosenttia
marras-joulukuussa 2008, kun taas EU:n sisdinen kauppa oli 13,7 prosenttia alhaisempi kuin
edellisvuonna.

Vaikka reaaliméirdisen BKT:n odotetaan laskevan lihes 2 prosenttia vuonna 2009°, sen
pitdisi vahitellen elpyd noin '%2 prosenttiin vuonna 2010 osittain seurauksena poliittisista
toimenpiteistd, joita toteutetaan EU:n tasolla ja kansallisella tasolla Euroopan talouden
elvytyssuunnitelman mukaisesti.

3.1. Euroopan talouden elvytyssuunnitelman tiytintoonpano

Joulukuussa 2008 sovittiin komission ehdotusten perusteella kunnianhimoisesta Euroopan
talouden elvytyssuunnitelmasta. Sen ytimend oli yhdistetty pyrkimys antaa Euroopan
taloudelle vilitontd finanssipoliittista elvytystd ja kohdistaa tdmid investointi Euroopan
talouden vahvistamiseen tulevia pitkdn aikavélin haasteita varten. Siind tunnustettiin, etté
yksityisen kysynnén vihenemisen vuoksi julkisilla menoilla on entistdkin suurempi merkitys
lyhyelld aikavélilla.

Elvytyssuunnitelman kokonaisvaikutus ilmenee vasta tulevina kuukausina, mutta varhaiset
merkit ovat myonteisid sekd elvytyksen méirdn ettd uudistusten suunnan suhteen. Useimmat
jdsenvaltiot ovat nyt toteuttaneet finanssipoliittisia elvytystoimia tai ilmoittaneet sellaisista.
Vuosina 2009 ja 2010 finanssipoliittinen tuki taloudelle on suunnilleen 3,3 prosenttia
BKT:std, mikd vastaa yli 400 miljardia euroa. T&lldi summalla on mahdollista tukea
merkittdvisti kasvua ja ty6llisyyttd EU:n alueella.

Suuri osa tésté tuesta tulee EU:ssa erityisen vahvojen automaattisten vakauttajien toiminnasta.
Sitd tulee myds jasenvaltioiden harkinnanvaraisista finanssipoliittisista elvytyspaketeista, joita
elvytyssuunnitelmassa edellytettiin ja jotka ovat suuruudeltaan noin 1,2 prosenttia BKT:sté.
Niiden suuruus kuitenkin vaihtelee paljon jdsenvaltioiden finanssipoliittisesta liikkumavarasta
riippuen. Lisdksi EU:n ldhteisti on annettu kdyttoon 30 miljardia euroa, joka vastaa
0,3 prosenttia BKT:stid*. Komissio on ehdottanut kohdennettua 5 miljardin euron investointia
energiavarmuuden haasteeseen vastaamiseksi ja nopeiden internetyhteyksien tuomiseksi
maaseudulle, sekd koheesiopolitiikan varoista maksettavien ennakkomaksujen nostamista
11 miljardilla eurolla, josta 7 miljardia euroa osoitetaan uusille jisenvaltioille. Lisdksi
Euroopan investointipankki (EIP) on lisdnnyt pk-yritysten lainamahdollisuuksia 15 miljardilla
eurolla.

Useimmat jdsenvaltioiden toteuttamat toimenpiteet on kohdistettu tarkkaan kysynnén
edistimiseen: tukeen kotitalouksille, yrityksille ja tydllisyyteen, kysynnidn suoraan
lisddmiseen julkisten investointien kautta ja infrastruktuurin uudenaikaistamiseen (tarkempia

Komission tammikuun ennusteiden mukaan.
Mukaan lukien joukko uusia julkisen ja yksityisen sektorin kumppanuuksia.
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tietoja liitteessd I1). Useimmat niistd toimenpiteistd ovat yhdenmukaisia kasvua ja tyollisyytta
koskevan Lissabonin strategian nojalla annetuissa maakohtaisissa suosituksissa esitettyjen
pitemmaén aikavélin tavoitteiden kanssa. Téllaisia tavoitteita ovat Euroopan tietimysperustan
parantaminen, energiavarmuuden vahvistaminen ja sopeutuminen vihépaistdiseen talouteen.

Niiden toimenpiteiden tehokas ja nopea tidytintoonpano on ratkaisevan tirkedd, ja sitd on
tdydennettivid liiketoimintaolosuhteiden parantamiseen tdhtdédvilld toimilla. On EU:n etujen
mukaista sdilyttdd vahva ja kilpailukykyinen teollisuus siirryttidessd kohti osaamistaloutta ja
vihdpadstoistd taloutta. Ottaen huomioon nykyaikaisen teollisuustuotannon monimutkaisen
luonteen sekd yhteismarkkinoiden tarjoamat mittakaavaedut ja mahdollisuudet toiminnan
monipuolistamiseen, EU on kehittdnyt viime vuosina teollisuuden horisontaalista tukemista
koskevan ohjelman. Tdmd merkitsee sekd EU:n tasolla ettd kansallisella tasolla sitd, ettd
T&K:ta, innovointia, uusia teknologioita ja ympdristoteknologioita sekd koulutusta voidaan
rahoittaa tuki- ja kehitystoimenpiteind. Néitd horisontaalisia toimenpiteitd voidaan toteuttaa
EU:n talouden eri aloilla, kuten 25. helmikuuta hyviksytyt autoteollisuuden uudet puitteet’
osoittavat.

Jasenvaltiot asettavat myOs etusijalle tarpeet pk-yrityksissd, joilla on valtava vaikutus
kokonaisty6llisyyteen EU:ssa. Niitd kehotetaan nopeuttamaan eurooppalaisia pk-yrityksid
tukevan Small Business Act -aloitteen tdytdntoonpanoa. Komissio antaa ldhiaikoina
lainsdddantoehdotuksen, joka koskee maksuviivistysten kasittelyd tehokkaammin. Lisdksi
paremman sddntelyn tarjoamia mahdollisuuksia olisi kdytettivd hyviksi tidysiméariisesti,
erityisesti hallinnollisen taakan pienentymisen kautta.

Toimet, joiden tavoitteena on osaamistason nostaminen, tutkimusinvestointien lisddminen,
innovoinnin edellytysten edistdminen, nopeiden internetyhteyksien levittdminen, olemassa
olevan liitkenne- ja energiainfrastruktuurin uudistaminen muun muassa kdyttdmalld enemmaén
julkisen ja yksityisen sektorin kumppanuuksia, energiatehokkuuden parantaminen ja
uusiutuvan energian lisddminen, ovat kaikki elvytyssuunnitelman tavoitteiden mukaisia
toimia. Téllaisia toimia helpottaa koheesiopolitiikkalainsddddnnén ehdotetun muutoksen
nopea hyviksyminen. Jasenvaltioita kannustetaan nyt kiyttiméén tdysimadriisesti hyvéikseen
ndiden muutosten tarjoamat mahdollisuudet tirkeiden investointien nopeuttamiseksi.

On hyvin tirked ymmartda ja hallita kriisin pitkdaikaisia vaikutuksia julkiseen talouteen seka
hallita myds vaikutuksia eldke- ja terveydenhuoltojdrjestelmiin. Budjettialijidmien olisi
erityisesti ikddntyvistd véestOstd tulevaisuudessa aiheutuvien kustannusten vuoksi palattava
tasolle, joka on sopusoinnussa sen tarpeen kanssa, ettd julkisen talouden kestdvyys on
varmistettava heti taloudellisten olosuhteiden salliessa. Pitkdn aikavidlin kestdvyys olisi
varmistettava vakaus- ja kasvusopimuksen puitteissa.

Jotkin jdsenvaltiot ovat parhaillaan supistamassa budjettialijddmadnsd vahentddkseen
riippuvuuttaan ulkoisista luottovirroista. Tukivéline, jolla tuetaan keskipitkélld aikavalilla
euroalueen ulkopuolisten jdsenvaltioiden maksutaseita, on vahvistunut sen jdlkeen kun
Unkarille ja Latvialle annettiin tukea oikeaan aikaan.

Elvytyssuunnitelma on osa kasvua ja tyollisyyttd koskevaa Lissabonin strategiaa vallitsevassa
kriisissd. Se tarjoaa sopivan tasapainon vélittdmien elvytystoimien ja tarvittavan pitkén
aikavélin ndkokulman vilille. Tuloksena Euroopan pitdisi timén kriisin jdlkeen olla paremmin

> KOM (2009) 104, 25.2.2009.
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valmistautunut kohtaamaan sellaisen maailmantalouden haasteet, joka on suunnattu
vahdpiistoisiin ja innovatiivisiin toimiin.

Komissio seuraa huolellisesti toteutettujen toimenpiteiden vaikutusta yhdessé jasenvaltioiden
kanssa ja raportoi edistyksestd kesdkuun Eurooppa-neuvostolle.

3.2 Yhteismarkkinat elpymisen edistdjini

Euroopan talouden menestyksekds elpyminen riippuu kyvystdimme kayttdd parhaalla
mahdollisella  tavalla hyvdksi sekd sisdmarkkinoita ettd maailmanmarkkinoita.
Yhteismarkkinat ovat olleet taloudellisen ja sosiaalisen hyvinvoinnin sekd tyOpaikkojen
luomisen moottori EU:ssa’. Ne tarjoavat mittakaavaetuja, tehokkuusetuja ja mahdollisuuden
valjastaa EU:n vahvuudet. Se voivat toimia yhtend elvytyksen liikkeellepanevista voimista,
jos Euroopan tason koordinointi on tiivist.

Auttaakseen koordinoimaan tapaa, jolla kriisiin vastataan, komissio on varmistanut, ettd
suunnitellessaan kysyntdd tukevia toimenpiteitd jasenvaltiot voivat kéyttdd tdysimédrdisesti
hyodykseen joustavuutta, joka sisdltyy voimassa oleviin yhteison sdéntoihin. Nopeutetun
julkisia  hankintoja koskevan menettelyn kiyttd —merkitsee sitd, ettd julkiset
investointisopimukset ~on  mahdollista  allekirjoittaa  kuukaudessa.  Viliaikaisten
valtiontukitoimenpiteiden avulla yritykset voivat saada rahoitusta pankkien lainanannon
ollessa  véhiistd. Jdsenvaltiot voivat julkisten elinten kautta myoOntdd lisaa
vientiluottovakuutuksia, jos tillaisia vakuutuksia ei ole endi saatavilla yksityiseltd sektorilta
finanssikriisin vuoksi.

Samaan aikaan komission on jatkettava litketoimintaympdriston parantamiseen tdhtddavia
omaa tyOtddn, jolla tuetaan pienid ja keskisuuria yrityksid, jotka todenndkdisesti ovat
eturintamassa talouden elpyessd. Komissio on vdhin aikaa sitten esittinyt ehdotuksia
mikroyritysten kirjanpitorasitteiden pienentdmiseksi, mikd voisi tuoda yrityksille noin
6 miljardin euron siistot’. Se jatkaa uusien aloitteiden aiheuttamien rasitteiden huolellista
seurantaa. Palveludirektiivin oikea-aikainen saattaminen osaksi kansallista lainsdédéntod tana
vuonna tarjoaa  lisdimahdollisuuden  edistdd uutta taloudellista  toimintaa ja
tyollistimismahdollisuuksia.

Yhteismarkkinoiden etujen sdilyttiminen ja samojen arvojen edistiminen Euroopan
ulkopuolella antavat EU:lle ainutlaatuisen ponnahduslaudan kasvuun palaamiseksi.
Protektionismi ja vetdytyminen kohti kansallisia markkinoita voivat johtaa ainoastaan
pysdhtyneisyyteen, syvempéén ja pitempéén taantumaan ja hyvinvoinnin laskemiseen.

Jasenvaltioiden toimissa kriisiin vastaamiseksi on otettava huomioon
yhteismarkkinaulottuvuus. Useimmat, jolleivdt jopa kaikki, jdsenvaltiot aikovat tukea
taloudellista toimintaa alueellaan tdmén kriisin aikana. Kansallisten vélineiden jarkeva kayttd
Euroopan laajuisessa yhteydessé on paras keino varmistaa toiminnan tehokkuus.

Kansalliset toimenpiteet ovat tehokkaimpia, jos jésenvaltiot ovat tietoisia siitd, ettd niiden
toiminta vastaa yhteismarkkinoiden toimintaperiaatteita. Komissio tekee yhteistyotéd

Sisdmarkkinat ovat vuodesta toiseen parantaneet EU:n hyvinvointia 21,5 prosenttia suhteessa EU:n
BKT:hen ja luoneet 2,75 miljoonaa uutta tydpaikkaa vuosien 1992 ja 2006 vililld. EU:n sisdinen
kauppa suhteessa BKT:hen lisdédntyi 30 prosenttia vuosien 1995 ja 2005 vililla.

’ KOM (2009) 83, 26.2.2009.

11

Fl



Fl

jasenvaltioiden kanssa ja on valmis antamaan apua konkreettisten toimenpiteiden
suunnittelussa ja tdytdntdonpanossa, ja se edistdd hyvien kdyténteiden vaihtoa ja poliittisen
kokemuksen jakamista. Télld koordinoinnilla voidaan varmistaa, ettd mydnteiset
heijastusvaikutukset ovat mahdollisimman suuria. Siihen olisi siséllyttdva tietojen jakamista
toteutetuista toimenpiteistd sekd nididen toimenpiteiden arviointia yhdessd. Liitteessd III
annetaan enemmaén ohjeita siitd, kuinka jdsenvaltiot voivat suunnitella elvytystoimenpiteet
varmistaakseen, ettd ne ovat yhdenmukaisia tarkeimpien yhteison sdddosten kanssa.

3.3. Euroopan talouden uudistaminen Kkriisin jilkeen

Ei ole epdilystdkédn, etteikd vallitseva kaksitahoinen — rahoitukseen ja talouteen liittyvd —
kriisi aiheuttaisi Euroopan kotitalouksille ja yrityksille todellista huolta. Talouden elpyminen
on asteittaista ja edellyttdd kaikilta asianomaisilta suuria ponnisteluja Lissabonin strategiaan
perustuvien rakenteellisten uudistusten nopeuttamiseksi. Jos yhdistimme voimamme ja
kdytimme hyviksi kilpailuvahvuuksiamme ja erityisesti yhteismarkkinoita, Eurooppa voi
selviytyd taantumasta nopeammin.

Kun noudatamme yhteisid periaatteitamme ja pitkdn aikavélin poliittisia tavoitteita, kriisistd
selvidmiseksi toteuttamamme toimenpiteet helpottavat Euroopassa my0s siirtymisti
tulevaisuuden talouteen. Erityisesti olisi pidettdvd ylld entistd vauhtia matkalla kohti
vahdpadstoistd taloutta: kun talouden nousu alkaa, johtavilla markkinoilla on jo nk. vihredd
teknologiaa ja vihreitd tuotteita. Jo nyt on ryhdyttdvd pohtimaan, miten rakenteita voidaan
parantaa elpymisen alkaessa: yritykset toteuttavat rakenneuudistuksia, toiset niistd
monipuolistavat toimintaansa ja toisten on ehkd poistuttava markkinoilta. Kansallistettujen
yritysten palauttaminen yksityiseen omistukseen ja valtion talouseldmén normalisoituminen
edellyttavit tilanteen huolellista hallintaa. Yhteison kilpailupolitiikalla voidaan tukea tatd
keskeisen tirkedd prosessia, jotta sen tulokset olisivat mahdollisimman avoimia, tehokkaita ja
innovatiivisia.

Kriisistd saadut opetukset on otettava huomioon myds laadittaessa Euroopan
rakenneuudistusohjelmaa. Komissio aikoo aloittaa viimeaikaisten kokemusten pohjalta
keskustelun Lissabonin strategiaan perustuvista kasvua ja tyollisyyttd koskevista
yhdennetyistd suuntaviivoista, joilla ohjataan jdsenvaltioita ja Euroopan yhteiséd niiden
valmistellessa omia rakenneuudistusohjelmiaan.

Komissio tekee ldheistd yhteistyotd jdsenvaltioiden ja muiden Lissabonin strategian
sidosryhmien kanssa ja ottaa keskustelun lopputuloksen huomioon suunnitellessaan
Lissabonin strategian jatkoa vuoden 2010 jilkeiselle ajalle. Tdma prosessi alkaa, kun Ruotsin
puheenjohtajuuskaudella tarkastellaan tarkistettua Lissabonin strategiaa yleisesti ja
valmistellaan paatoksid, jotka puolestaan on médrd tehdd kevailld 2010 Espanjan
puheenjohtajuuskaudella.
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Elvytyssuunnitelman kokonaisvaikutus ilmenee vasta tulevina kuukausina, mutta varhaiset
merkit ovat myonteisid sekd elvytyksen médrin ettd uudistusten suunnan suhteen:

— Useimmat jdsenvaltiot ovat nyt hyvéksyneet finanssipoliittisen elvytyspaketin, joka
noudattaa yleistd tavoitetta (1,5 prosenttia suhteessa EU:n BKT:hen), tai ne ovat
ilmoittaneet sellaisesta. Kun otetaan huomioon automaattisten vakauttajien vaikutus,
elvytykseen annetun julkisen tuen osuus BKT:std on noin 3,3 prosenttia. Tdmé on yli
400 miljardia euroa — valtava kannustin kasvulle ja tydpaikoille.

— Useimmat jdsenvaltioiden toimenpiteisti on kohdennettu edistimiidn kysyntdd ja niilld
noudatetaan pitkdn aikavilin tavoitteita, joita ovat taitojen hankkiminen, lisdinvestoinnit
innovaatioon, nopeiden internetyhteyksien lisddminen ja nykyisen liikenne- ja
energiainfrastruktuurin uudistaminen.

— Komissio on varmistanut, ettd suunnitellessaan kysyntda tukevia toimenpiteitd jasenvaltiot
voivat kiyttdd tdysimadrdisesti hyddykseen joustavuutta, joka sisdltyy yhteison sddntdihin.
Komissio esitti esimerkiksi hiljattain autoteollisuuteen liittyvid toimenpiteitd koskevia
suuntaviivoja avuksi jdsenvaltioille, jotka tukevat alan rakenneuudistuksia.

Kaikki jisenvaltiot saavat yhteismarkkinoiden kautta suoraa tai epdsuoraa hyotya
elvytyspaketin myo6té tehdyistd tavara- ja palvelutilauksista. Jasenvaltioiden olisi kiinnitettdva
erityistd huomiota yhteismarkkinoiden myonteisten heijastusvaikutusten maksimointiin, silld
yhteismarkkinat ovat olleet aiemmin ja ovat tulevaisuudessakin taloudellisen ja sosiaalisen
hyvinvoinnin ja tyopaikkojen luomisen moottori EU:ssa.

Jasenvaltioiden tukiessa reaalitaloutta niiden toimien olisi perustuttava seuraaviin
periaatteisiin:

— Siéilytetdédn avoimuus sisimarkkinoilla, jatketaan esteiden poistamista ja véltetddn uusien
esteiden luomista.

— Varmistetaan syrjimittomyys kohtelemalla muista jisenvaltioista tulevia tuotteita ja
palveluja EU:n sddntdjen ja perustamissopimuksen periaatteiden mukaisesti.

— Kohdennetaan  toimia  pitemmén aikaviilin poliittisiin tavoitteisiimme:
rakennemuutoksen helpottamiseen, kilpailukyvyn parantamiseen pitkélld aikavélilld ja
tarkeimpiin haasteisiin kuten vahépaistoisen talouden luomisen haasteeseen vastaamiseen.

— Otetaan huomioon pk-yritysten erityisen tdrked asema soveltamalla “pienet ensin” —
periaatetta.

— Jaetaan tietoja ja parhaita kdyténteitd yleisen myonteisen vaikutuksen maksimoimiseksi
mittakaavaetujen kautta.

— Yhdistetddn ponnisteluja ja suunnitellaan toimenpiteet siten, ettd ne luovat synergiaetuja
muiden jisenvaltioiden toteuttamien toimenpiteiden kanssa. Vahvempi yhteistyé Euroopan
tasolla on tdltd osin avainasemassa.

— Kaéytetddn vastuuntuntoisesti uudistetun vakaus- ja kasvusopimuksen tarjoamaa
joustavuutta, jonka avulla julkisen talouden alijdfimien osalta voidaan mahdollisimman
nopeasti palata kestiviin julkiseen talouteen samalla kun selvitetddn mééritietoisesti
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makrotalouden epitasapainon taustalla olevia syita.

— Pidetdlin sisimarkkinat avoinna kauppakumppaneillemme ja kunnioitetaan
kansainvilisid sitoumuksia, erityisesti WTO:ssa annettuja sitoumuksia.

Jasenvaltioiden on nyt varmistettava Euroopan talouden elvytyssuunnitelman mukaisesti, ettd
julkisen talouden elvytyspakettien yhteydessd nopeutetaan rakenteellisia uudistuksia niilld
aloilla, jotka mainitaan erityisesti Lissabonin strategian maakohtaisissa suosituksissa. Ndin
voidaan parhaiten varmistaa, ettdi menot ovat kustannustehokkaita, niilli edistetddn
tulevaisuuden kasvupotentiaalia ja ne haittaavat mahdollisimman vidhén julkisen talouden
tilannetta pitkdlld aikavélilld. Euroopan on ehdottoman térked tarttua kriisin tarjoamiin
mahdollisuuksiin, joiden kautta se voi valmistautua uuden maailmantalouden haasteisiin —
padstojen vihentdmiseen, innovaatioon, tieto- ja viestintdtekniikkaan ja erityistaitoihin.

Komissio valvoo edistystd sddnndllisesti ja raportoi siitd seuraavissa Eurooppa-neuvoston
kokouksissa. Komissio ottaa Euroopan talouden elvytyssuunnitelman lopputuloksen
huomioon myds suunnitellessaan Lissabonin strategian jatkoa vuoden 2010 jalkeiseksi ajaksi.

4. TUKI KANSALAISILLE LAPI KRIISIN

Taantuman vaikutus kotitalouksiin ja tyontekijoihin  on jatkuvasti tuntuvampi.
Tyomarkkinatilanne on viime vuosina ollut hyvd, mutta heikkenee nyt nopeasti ja
merkittdvisti. Komission ennusteen mukaan tyollisyys véhenee seuraavien kahden vuoden
ajan. Tyottomyyden taas odotetaan lisddntyvén jyrkasti. Vaikka tilanne vaihtelee
jdsenvaltioittain, kokonaistydllisyyden odotetaan vdhenevdn ténd vuonna 1,6 prosenttia —
mikd tarkoittaa noin 3,5 miljoonaa menetettyd tyOpaikkaa — ja tyOttOmyysaste saattaa
vuonna 2010 olla EU:ssa jo 10 prosenttia.

Tietyt  tyomarkkinoiden = mukautukset ovat osoitus aiemmista  onnistuneista
rakennemuutoksista. Niiden ansiosta ty6llisyys voi kohentua nopeammin, kun talous alkaa
elpyd, mutta lyhyelld aikavililld tilanne on vaikea. Vaikeimmassa asemassa ovat
todennékoisesti nuoret, erityisesti lyhyilld tydsopimuksilla palkatut, seki siirtotyoléiset.

4.1. Kriisin inhimillisten kustannuksien keventiminen

Useimmissa jésenvaltioissa on otettu kdyttoon tydllisyys- ja sosiaalitoimenpiteitd kansalaisten
tukemiseksi ja kriisin inhimillisten kustannuksien keventdmiseksi. Ensisijaisesti ndihin
haasteisiin vastaaminen kuuluu jésenvaltioille, mutta yhteiset eurooppalaiset toimintalinjat
tarjoavat lisdarvoa helpottamalla tyOpaikkoihin ja sosiaaliseen yhteenkuuluvuuteen liittyvien
ongelmien ratkaisemista.

Jasenvaltiot ovat keskittyneet toimenpiteissidén neljdén painopistealueeseen. Namé ovat

— toimenpiteet, joilla pyritddn sdilyttAimdin nykyiset tyopaikat: lyhytaikaiset
tyoskentelyavustukset, tyOnantajien sosiaaliturvamaksujen pienentiminen, palkkatuki ja
julkinen tuki pk-yrityksille,

— toimenpiteet, joilla varmistetaan tyontekijoiden nopea pidsy tai paluu
tyomarkkinoille: heikoimmassa asemassa olevien ammattikoulutus ja tuki, muutokset
sairaus- tai tyOkyvyttdmyysturvaan ja uudet sddnndt tyottdmyysturvan piiriin
kuulumisesta,
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— toimenpiteet, joilla tuetaan heikoimmassa asemassa olevia: vihimmaistulon/-palkan
korottaminen, ty6ttdmyysturvan laajentaminen, asumis- ja perheavustusten korottaminen ja
verohelpotusten ja -vapautusten lisddminen sekd toimenpiteet ylivelkaantumisen tai
ulosottojen torjumiseksi,

— toimenpiteet, joilla vahvistetaan sosiaalista suojelua ja investoidaan sosiaali- ja
terveysalan infrastruktuuriin: investoinnit asuntoihin, sairaaloihin,
perusterveydenhuoltoon, pitkdaikaishoidon rakenteisiin ja kouluihin sekd toimet, joilla
eldkerahastoja autetaan huolehtimaan pitkaaikaisista veloistaan.

Kriisin vaikutus ty6llisyyteen ja sosiaalikysymyksiin on vasta selvidmassi ja on pahempi kuin
useimpia alkuperdisid toimenpiteitd kdyttoon otettaessa odotettiin. Tdmédn vuoksi kaikilla
tasoilla on vauhditettava ponnisteluja tyottomyyden hoitamiseksi ja  sosiaalituki-,
terveydenhuolto- ja kansanterveysjirjestelmien mukauttamiseksi ja nykyaikaistamiseksi.
Toimeentulotuki sekd aktiiviset toimenpiteet edistdviat yhdessd kysyntdd ja helpottavat
tydeldmidin palaamista sekd ehkidisevit sosiaalista syrjdytyneisyytta.

Jotta jdsenvaltioita auttaa selviytymddn kriisistd ja soveltamaan elvyttimistoimenpiteitd,
kaytettdvissd olevia rahoitusvélineitd vahvistetaan. Euroopan globalisaatiorahaston
uudistamisen® my6td voidaan auttaa nopeasti tydntekijoiti ja yhteisdjd, joita tydpaikkojen
vihentdminen on koskettanut erityisen merkittdvisti.

Nykyisistd Euroopan sosiaalirahaston ESR:n ohjelmista annetaan tukea vuosittain
9 miljoonalle tyontekijélle, ja pelkdstidn vuonna 2009 niiden kautta annetaan avustuksia
10,8 miljardia euroa. ESR:n avulla voidaan vastata kriisin synnyttdmiin tarpeisiin esimerkiksi
tyovoiman kysynndn ja tarjonnan yhteensovittamiseksi, tyomarkkinaosapuolten yhteisten
aloitteiden tukemiseksi, sosiaalisen innovaation ja tyollisyyttd koskevan kumppanuuden
edistimiseksi ~ tai  julkisten  tyollisyyspalvelujen = vahvistamiseksi.  Sé@dntdjensd
yksinkertaistamisen’ ansiosta ESR:n ennakkomaksuja voidaan lisiti vélittdmasti
1,8 miljardilla eurolla. Jos ESR:n ohjelmia on muutettava kriisin synnyttdmistd tarpeista
huolehtimiseksi, komissio varmistaa aina, etti ohjelmien muutokset saadaan valmiiksi
mahdollisimman nopeasti.

Jasenvaltioissa on raitiloitdivd tyollisyyden tukemiseen lisdtoimenpiteitd yhdessa
tyomarkkinaosapuolten  kanssa ~ kunkin  maan  omien  talousolosuhteiden  ja
tyomarkkinatilanteen mukaisesti, mutta samalla on otettava huomioon pitkdn aikavélin
rakenneuudistustarpeet. Toimenpiteilld olisi helpotettava pitkdn aikavélin rakenneuudistuksia
aloilla, joilla tarvetta on eniten, sekd lisdtd alojen kilpailukykyd ja inhimillistd pddomaa.
Lisdksi toimenpiteiden avulla olisi pystyttdva vastaamaan keskeisiin pitkdaikaisiin haasteisiin,
kuten véeston ikddntymisen vaikutus tyOvoiman tarjontaan, ja tuettava siirtymista
vahdpaistoiseen talouteen.

Komissio edistdd jasenvaltioiden keskindistd oppimista ja parhaiden kdytinteiden vaihtoa,
jotta voitaisiin maksimoida myonteiset heijastusvaikutukset ja hakea yhdessa ratkaisua kriisin
myoOtd ensimmadistd kertaa esiin tulleisiin haasteisiin.

8 KOM(2008) 867, 16.12.2008.
? KOM(2008) 813, 26.11.2008.
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Seuraavat osatekijdt voivat auttaa jdsenvaltioita asianmukaisten ja tehokkaiden
toimenpiteiden suunnittelussa:

— Tydvoiman pitiminen tydllistettyni erityisesti antamalla taloudellista tukea véliaikaisiin
joustavan tydajan jérjestelyihin. Tydajan viliaikainen mukauttaminen (lyhennetty tydaika)
tuotantotarpeiden mukaan voi helpottaa tyopanoksen joustoa. Kun laajoja irtisanomisia ei
tule, kriisin yhteiskunnalliset vaikutukset voivat lieventyd ja yritykset voivat séddstya
merkittaviltd kustannuksilta, joita irtisanomisista ja (uudelleen)palkkaamisesta aiheutuu,
sekd yrityskohtaisilta inhimillisen pddoman menetyksiltd. Tdhidn on yhdistettdva
toimenpiteitd, joilla tuetaan tyollistettivyyttd ja ohjataan ihmisid uusiin tyOpaikkoihin,
jolloin tydntekijét pystyvét tarttumaan uusiin mahdollisuuksiin noususuhdanteen alettua.
Toimenpiteitd on koordinoitava, jotta véltetddn kielteiset heijastusvaikutukset muihin
jasenvaltioihin.

— Aktivoinnin lisdfiiminen ja riittivin toimeentulotuen tarjoaminen niille, joita taantuma
koskettaa eniten, sekd sosiaaliturvan tdysiméiirdinen kdyttdminen joustoturvan mukaisesti.
Tyottomyysturvan véliaikaista laajentamista ja/tai vahimmaistulosddnnosten vahvistamista
olisi harkittava niissd maissa, joissa tyottomyysturva on ajallisesti tiukasti rajoitettu.
Ty6hon palaamiseen liittyvét kannustimet olisi sdilytettdva entisellddn ja heikoimmassa
asemassa olevia ryhmié tuettava aktiivista osallisuutta koskevan strategian mukaisesti.

— Investointi uudelleenkouluttamiseen ja taitojen parantamiseen, erityisesti lyhyttd
tyOaikaa tekevien tyOntekijoiden osalta ja niilld aloilla, joilla tilanne on heikkenemassa.
Ensisijaisena olisi pidettdvd koulutusta, jolla tdhdatdan tulevien tydvoimatarpeiden
tayttdmiseen, esimerkiksi nk. vihreisiin tyOpaikkoihin. Tulevia tydvoimatarpeita olisi siis
osattava ennakoida. TyOvoimapalveluja olisi vahvistettava, jotta lisddntyneestd
tyottomyydestd pystyttdisiin huolehtimaan.

— Finanssikriisin  yksiloihin  kohdistuvan suoran vaikutuksen lieventiminen
erityistoimenpiteilld ylivelkaantumisen estdmiseksi ja rahoituspalvelujen
kéyttomahdollisuuden ylldpitimiseksi. Niissd maissa, joiden elidkejdrjestelmit ovat suurelta
osin ennalta rahoitettuja, rahastojen toiminnan ennalleen palaaminen on erityisen tarkedi
elidkeldisten nykyisen ja tulevan toimeentulon varmistamiseksi.

— Tyontekijoiden vapaan liikkuvuuden varmistaminen yhteismarkkinoiden sisilld tuo
taantuman yhteydessd mukanaan uusia mahdollisuuksia. Se voi auttaa jopa taantuman
aikaan sovittamaan yhteen tyontekijéiden taidot ja tyomarkkinoiden tarpeet. Lahetettyja
tyontekijoitd koskevassa direktiivissd helpotetaan tyontekijoiden vapaata liikkuvuutta rajat
ylittdvien palvelujen tarjoamisen yhteydessd ja suojataan tyOntekijoitd sosiaaliselta
polkumyynniltd. Komissio pyrkii saamaan jdsenvaltioiden ja tydmarkkinaosapuolten
kanssa aikaan yhteisen tulkinnan direktiivistd, jotta sen kdytdnnon soveltaminen, erityisesti
jasenvaltioiden vélinen hallintoyhteistyd, voisi toimia aiotulla tavalla.

— Tukitoimien harkitseminen, esimerkkind vdhdn koulutettujen  tyontekijoiden
sosiaaliturvamaksujen laskeminen. Palkkaa ja verotusta koskevissa toimenpiteissd olisi
otettava huomioon kunkin jdsenvaltion kilpailuasema ja tuottavuuden kasvu.

— Riittdvd tuki nuorisotyéttomyyteen ja pelkdn oppivelvollisuuskoulun suorittamiseen
liittyvien ongelmien ratkaisemiseen. Nuoruudessa koulutuksen ulkopuolella tai ty6ttomana
vietetylld ajalla voi olla pysyvid vaikutuksia. Jisenvaltioiden olisi valmistauduttava siihen
ja kannustettava sitd, ettd koulutuksen kysyntd kasvaa, kun nykyiset opiskelijat jatkavat
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opintojaan ja tyonsid menettineet pyrkivét opiskelemaan uusia taitoja. Ndin voidaan jo
ennakoida tulevia tydvoimamarkkinoiden kasvualoja, kuten nk. vihreitd tyopaikkoja.

— Tyollisyysturvalainsddddnnoén uudistamiseen téhtddvien toimenpiteiden sisdllyttiminen
joustoturvaan, jossa otetaan huomioon kaikki lainsdddannon osatekijit, jotta vihennetddn
segmentoitumista ja parannetaan tyomarkkinoiden toimintaa.

4.2, Euroopan tyollisyytti kisittelevi huippukokous

Eurooppalaisesta lahestymistavasta voi olla lisdarvoa jasenvaltioiden tydllisyyteen liittyvissa
ponnisteluissa, ja sen avulla voidaan vilttdd véiristdva vaikutus. Toukokuussa pidettdva
tyollisyysasioita késittelevd huippukokous tarjoaa mahdollisuuden arvioida tilanteen
kehittymistd ja sopia konkreettisista lisdtoimenpiteistd. Huippukokousta valmistellaan yhdessa
tyomarkkinaosapuolten kanssa uudistetun sosiaalisen toimintaohjelman myo6td viime vuoden
aikana saavutetun edistyksen pohjalta.

Huippukokouksessa pyritiddn kolmeen tavoitteeseen:

— Sen avulla olisi nopeutettava taantumasta palautumista keskittymélld rakenneuudistukseen,
jolla luodaan joustavammat, turvatummat ja osallisuutta edistivit tyomarkkinat.

— Sen yhteydessd olisi sovittava yhtendisestd toimintalinjasta kriisin yhteiskunnallisten
vaikutusten lieventdmiseksi.

— Sen myo0ti olisi saatava tyomarkkinaosapuolten ja sidosryhmien edustajien kanssa aikaan
yhteisymmarrys siitd, miten sosiaalipolititkkaa voitaisiin nykyaikaistaa tyontekijoiden ja
tyonantajien yhteiseksi hyodyksi.

Erityistd huomiota voitaisiin antaa tyottdmyyden torjumiseen siten, ettd pdépaino on nuorten
ja heikoimmassa asemassa olevien tyOntekijoiden sijoittumisessa tyomarkkinoille.
Huippukokouksessa voitaisiin my06s tarkastella, miten EU:n toimintalinjoilla tuettaisiin
paremmin jdsenvaltioiden tyotd erityisesti tyOmarkkinoiden rakenteellisten heikkouksien
korjaamiseksi kasvua ja tyollisyyttd koskevan Lissabonin strategian suositusten mukaisesti.

Huippukokousta valmistellaan yhdessd tyomarkkinaosapuolten kanssa ja kaikkia sidosryhmié
kuullaan. Keridtdkseen pohdintoja huippukokouksen aiheista ja toivottavista tuloksista
komissio jarjestid seminaareja useissa eri jdsenvaltioissa saattaakseen yhteen Euroopan
parlamentin, tydmarkkinaosapuolten, kansalaisjarjestdjen ja kansalaisyhteiskunnan edustajat.
Niin tdydennetddn komission jatkuvasti kdymédd vuoropuhelua jésenvaltioiden ja Euroopan
tyomarkkinaosapuolten kanssa. Tdméd laaja ja avoin valmisteluvaihe muodostanee vahvan
perustan laajalle yhteisymmarrykselle toukokuussa odotettavissa olevista konkreettisista
tuloksista.

5. MAAILMANLAAJUISEN ELPYMISEN EDISTAMINEN: EUROOPAN PANOS G20-
HUIPPUKOKOUKSEEN

Meneillddn oleva kriisi on maailmanlaajuinen. Se, miten laajasti ja nopeasti tapahtumat
yhdelld maailman rahoitusjirjestelmédn kannalta keskeiselld finanssimarkkina-alueella
vaikuttivat koko finanssijarjestelmidn ja heijastuivat reaalitalouteen kaikkialla, on osoitus
maailman eri alueiden keskindisesté riippuvuudesta.
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EU oli tirkedssé roolissa, kun pyrittiin tekemiin selviksi, ettd nyt tarvitaan koko maailman
kattavia ratkaisuja. EU:n aloitteesta Washingtonissa pidettiin marraskuussa 2008 G20-ryhmén
huippukokous, jossa sovittiin toimintasuunnitelmasta kansainvilisen rahoitusjirjestelméin
uudistamiseksi globalisaation realiteettien mukaan.

EU:n on esiinnyttdvd edelleen yhtend rintamana G20:n huippukokouksessa, joka pidetdin
Lontoossa 2. huhtikuuta. Voimme olla vahva ja vaikutusvaltainen kumppani, silld
taustallamme on pitkd ja menestyksekds kokemus markkinoiden alueellisesta yhdentymisesté
ja tehokkaasta hallintorakenteiden kehittdmisesta.

Euroopan talouden elvytyssuunnitelman toteuttaminen on péddseméssd vauhtiin taustanaan
Euroopan rahoitusmarkkinoiden kunnianhimoinen uudistus. Euroopan unioni pystyy sen
vuoksi erityisen hyvin ottamaan ohjat kisiinsd ja ehdottamaan konkreettisia ratkaisuja, jotka
voivat johtaa tehokkaisiin tuloksiin maailmanlaajuisesti.

Téassé tyOssa olisi otettava huomioon my0s tarve saada aikaan ilmastonmuutokseen liittyvia
koko maailman kattavia ratkaisuja. Siirtyminen véhdpaistoiseen talouteen tuonee mukanaan
uusia kasvumahdollisuuksia paitsi Euroopassa, myds maailmanlaajuisesti. Lontoon
huippukokouksessa olisi ndin ollen vahvistettava sitoumus kunnianhimoisen tuloksen
aikaansaamisesta YK:n ilmastonmuutosneuvotteluissa Kodpenhaminassa joulukuussa 2009.

Meidédn olisi myos varmistettava, ettd Lontoon huippukokouksessa annetaan selked viesti
tarpeesta pitdd maailmanmarkkinat avoimina. Vaikka kaikki ovat yhtd mieltd siitd, ettd
historian esimerkit protektionismista taantuman yhteydessd ovat katastrofaalisia, eri maissa
sisdinen paine soveltaa rajoittavia toimenpiteitd voi olla voimakas. Téllainen uhka on hyvin
tiarked sulkea pois yksiselitteiselld viestilla.

Kriisi vaikuttaa my6s EU:n mahdollisiin ehdokasmaihin ja naapurimaihin. Komissio on
edelleen sitoutunut tydskentelemddn eurooppalaisten ja kansainvélisten rahoituslaitosten
kanssa tukeakseen niiden taloudellista vakautta ja kehitystd. Komissio on ottanut myonteisesti
vastaan Euroopan jélleenrakennus- ja kehityspankin, EIP:n ja Maailmanpankin laatiman
toimintasuunnitelman pankkien avustamisesta ja lainanannon tukemisesta joissakin Keski- ja
Itd-Euroopan talouksissa.

Koska maailmanlaajuisen kriisin vaikutukset ulottuvat laajalle ja aiheuttavat taloustilanteen
hidastumista kehitysmaissakin, meididn on pidettdvd kiinni sitoumuksestamme auttaa myos
niitd kriisin ldpi, irti kOyhyydestd ja kohti kestdvdd kasvua. Kestdvissd ja avoimessa
taloudessa on maailmantalouden elpymisen kannalta elintdrkedd tukea kehitysmaita
saavuttamaan vuosituhattavoitteet.

EU:n on noudatettava virallista kehitysapua koskevia tavoitteitaan, jotta kehitysapua voidaan
kéyttdd yhdessd muiden mahdollisten keinojen kanssa kasvun, investointien, kaupan ja
tyOopaikkojen luomiseen. EU:n olisi keskityttivd komission, jidsenvaltioiden ja EIP:n eri
vélineiden kautta esimerkiksi maatalouteen, ilmastonmuutokseen ja infrastruktuuriin, joissa
on mahdollista suoraan tasata suhdanteita. Tamin lisdksi kehitysmaiden olisi otettava vahvasti
vastuuta siité, ettd niiden makrotalouden ja julkisen talouden hallinto on moitteetonta.

EU:n olisi pidettivd Lontoon huippukokouksessa tavoitteenaan kattavan ja konkreettisen
toimenpidekokonaisuuden laatimista viimeaikaisten sisdisten pédédtostensd mukaisesti.
Huippukokouksessa olisi saatava aikaan vahva sitoumus parantaa maailmanlaajuista
rahoitus- ja séiintelyjirjestelmia siten, ettd kaikkiin alan toimijoihin ja vélineisiin
sovelletaan asianmukaista sddntelyd ja valvontaa seuraavin keinoin:
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Avoimuuden ja vastuullisuuden lisdéiminen: pankkien vakavaraisuutta koskevia sdantdja
sekd kirjanpitostandardeja olisi parannettava siséllyttdmilld niihin suhdanteita tasaavia
mekanismeja ja ratkaisemalla kdypien arvojen ongelma; pankkien pddomavaatimusten olisi
heijastettava paremmin maksuvalmiusriskejd ja arvopaperistamista koskevia kannustimia
olisi  jérjestettdvd  uudelleen; kansainvidlisen tilinpdatosstandardilautakunnan
hallintorakenteita olisi parannettava.

Hyvdn sdfdntelyn edistiminen: sdintely ja valvonta, erityisesti Baselin
pankkivalvontakomitean vakavaraisuusnormit, olisi ulotettava koskemaan kaikkia
asianomaisia jarjestelmadn kuuluvia toimijoita, kuten hedge-rahastoja,
pddomasijoitusrahastoja  ja  sddntelyn ulottumattomissa olevia luottolaitoksia;
luottoluokituslaitoksiin olisi sovellettava tiukkoja vaatimuksia, jotta voidaan varmistaa
luokitusten laatu ja avoimuus seké se, ettei niihin liity eturistiriitoja; palkkiokdytinteet olisi
oikaistava, jotta voidaan vilttdd lyhyen aikavilin liiallinen riskinotto ja saada palkkiot
valvonnan piiriin.

Finanssimarkkinoiden integriteetin edistiminen: yhteistyohaluttomista tuomioistuimista
olisi laadittava luettelo ja suunniteltava niiden vastaisten yhteisten toimenpiteiden
kokonaisuus valvonnan, rahanpesun torjunnan, terrorismin rahoittamisen ja verotuksen
suhteen; pankkeja olisi varoitettava lisdtyin vakavaraisuusvaatimuksin ja tiukennetuin
avoimuussaanndin toimimasta verokeitaissa'’; vilitettyjen arvopaperien hallintaa ja siirtoa
koskevia sddntdjé olisi yhdenmukaistettava maailmanlaajuisesti.

Kansainvilisen valvontayhteistyon vahvistaminen: olisi perustettava maailmanlaajuisia
valvontakollegioita, joilla on tehokkuuden kannalta riittdvit valtaoikeudet; valvojien olisi
vaihdettava hyvid kdytinteitd ja edistettdva niiden yhdenmukaistamista koko maailmassa.

Vakausfoorumia olisi laajennettava ennen 2. huhtikuuta pidettivaa huippukokousta siten,
ettd mukaan tulevat kaikki tdrkeimmait nopeasti kasvavan talouden maan sekd Euroopan
komissio.

Kansainvilisten rahoituslaitosten hallintotavan uudistaminen: Lontoon
huippukokouksessa olisi sovittava aikataulusta, jonka mukaan Kansainvélisen
valuuttarahaston IMF:n ja Maailmanpankin hallintoa uudistetaan. Ndiden kahden laitoksen
huippuvirkojen nimitysjérjestelmai olisi arvioitava uudelleen.

IMF:n vahvistaminen: jisenvaltioiden olisi tuettava yhdessd IMF:n varojen véliaikaista
kaksinkertaistamista. IMF:n olisi vahvistettava valvontaansa syventdmilld rahoitusalan
kysymysten seurantaa, lujittamalla monenvilistd valvontaa ja varmistamalla, ettd
esimerkiksi maailmantalouden epétasapainon korjaamisesta kédydddn monenvilisid
neuvotteluja. Yhteistyotd vakausfoorumin kanssa olisi lisdttdvd ja perustettava yhteiset
ennakkovaroitusjdrjestelmédt. IMF:n olisi tarkasteltava sddnnoéllisesti vakausfoorumin
jésenid ja muita jarjestelmdn kannalta tirkeitd maita ja ilmoitettava havaitut heikkoudet
ennakkovaroitusjdrjestelméén; uudistuksiin olisi siséllyttivé sisdisid menettelyjd, ja niilla
olisi varmistettava, ettd IMF:n valvonnan tirkeimmit [0ydokset toimitetaan
kansainvéliselle valuutta- ja rahoituskomitealle.

10

Komissio esittdd piakkoin ehdotuksia, jotka koskevat tietojenvaihtoa ja avoimuutta verotusasioissa
EU:n siséllé ja kolmansien maiden kanssa.
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— Maailmanpankin ja alueellisten Kkehityspankkien kehittiminen: pankkien olisi
kiytettdva vilineitddn joustavasti antaakseen tukea jo ennakolta kriisin vaikutusten
lieventdmiseen erityisesti kun kyseessd ovat heikoimmassa asemassa olevat vdestonosat.
Pankkien toimintaan olisi taattava riittdvésti rahoitusta.

Huippukokouksessa olisi tuettava maailmanmarkkinoiden tasapainoista kasvua seuraavin
keinoin:

— Maailmanlaajuisen elpymisen edistiminen koordinoimalla julkisen talouden
toimenpiteiti ja niiden reaalivaikutuksia kansainvilisesti. EU hoitaa oman osansa
maailman ponnisteluista kasvun palauttamiseksi. Kansainvéliselld yhteistyolld olisi
varmistettava, ettd nykyiset toimenpiteet mukautuvat julkisen talouden pitkdn aikavélin
kestdvyyteen; samalla olisi pohdittava, miten voidaan pitdd yllad tarvittavia investointeja
pitkin  aikavdlin  toimintaperiaatteisiin, kuten  innovaatioon, koulutukseen,
energiatechokkuuteen ja véhipaistdiseen talouteen. Kun elpyminen alkaa, on syytd palata
makrotaloudellisiin kannustimiin jérjestiytyneesti ja koordinoidusti.

— Avoimen kaupan edistiminen tidydennyksend finanssipoliittisille elvytystoimille. G20-
maiden olisi pyrittivd avaamaan maailmanmarkkinoita edelleen. Dohan kierros on tdrked
saada loppuun ajoissa nykyisten maataloutta ja teollisuustuotteita koskevien
neuvotteluasiakirjojen pohjalta. Lontoon huippukokouksessa olisi toistettava vahva
yhteinen protektionismin vastainen kanta Washingtonissa sovitun sitoumuksen ja WTO:n
seurantamekanismin mukaisesti. G20-kumppaneiden olisi tuotava esiin vahva yhteinen
aikomus panna sitoumus tiytdntoon korkeimmalla poliittisella tasolla.

— Kaupan rahoittamista koskeva monenviélinen aloite, jolla  tuetaan
Maailmanpankkiryhmén ja muiden asiaa késittelevien monenvalisten
kehitysyhteistyotahojen ty6td niiden laajentaessa kaupan rahoitukseen liittyvaa
toimintaansa.

— Maailmanlaajuinen kehitysyhteistyo on osa maailmanlaajuisen kriisin ratkaisua ja
perusta rauhan ja vakauden edistimiselle kaikkialla ~maailmassa. Lontoon
huippukokouksessa olisi vahvistettava sitoumus tukea kehitysmaiden kasvuun ja
koyhyyden torjuntaan liittyvdd tyotd erityisesti vuosituhattavoitteiden kautta. Jotta
voitaisiin helpottaa kehitysmaiden aktiivista osallistumista kansainviliseen kauppaan,
G20:n olisi taytettdvd kauppaa tukevaa apua (“aid for trade”) koskevat lupauksensa ja
annettava vihiten kehittyneille maille mahdollisuus tulla niiden markkinoille tulleitta ja
kiintioitta.

6. PAATELMAT

Téssé tiedonannossa esitetddn, miten Euroopan unioni voi vastata finanssi- ja talouskriisiin jo
toteutettujen  toimenpiteiden  pohjalta. EU on siirtymdssd uuteen vaiheeseen
elvytyssuunnitelman tdytintoonpanossa. Nyt tarvitaan tehokasta toteutettujen toimenpiteiden
koordinointia, jotta voidaan varmistaa, etti toimenpiteet toimivat mahdollisimman hyvin
yritysten, kotitalouksien ja yhteisdjen auttamiseksi eri puolilla Eurooppaa. Témé tiedonanto
heijastelee valtioiden ja hallitusten padmiesten 1. maaliskuuta 2009 kdyméaa keskustelua. Sen
mukaan elpymistd helpottaa, jos jasenvaltioiden toimet suunnitellaan siten, ettd ne voivat olla
edistimassd talouden kasvua my0s muissa jdsenvaltioissa. Tehokkaan koordinoinnin ansiosta
yhteismarkkinat voivat olla ponnahduslautana talouden elpymiselle.
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Komissio esittdd, ettd kevddn Eurooppa-neuvosto

katsoo tarpeelliseksi kehittdd finanssialalle uusi uudistustoimenpidepaketti, johon
kuuluvat my6s uudet, Larosiéren tyoryhmén tuloksiin perustuvat finanssialan
valvontapuitteet, ja piittdd kyseisten puitteiden péadkohdista kesdkuussa
pidettivdssd kokouksessaan komission tuonnempana esittimien ehdotusten
pohjalta, sekd kehottaa neuvostoa ja Euroopan parlamenttia antamaan etusijan
ehdotuksille, joita komissio esittdd tulevien kuukausien aikana rahoituspalvelujen
sadntelyn alalla,

kehottaa jdsenvaltioita toteuttamaan tarvittavat toimet pitkédn aikavilin
taloudellisen vakauden varmistamiseksi tarkistetun kasvu- ja vakaussopimuksen

mukaisesti heti, kun talouden olosuhteet sen sallivat,

kehottaa  jdsenvaltioita nopeuttamaan kansallisten elvytyspakettien ja
rakenneuudistusten toteuttamista,

kehottaa jdsenvaltiota soveltamaan 3.2 kohdassa esitettyjd yhteisid periaatteita
niiden suunnitellessa ja toteuttaessa toimenpiteitd reaalitalouden vahvistamiseksi,

kehottaa jdsenvaltiota tukemaan kansalaisia kriisin ldpi tdssd tiedonannossa
esitettyjen osatekijoiden pohjalta,

tukee toukokuussa pidettdvin Euroopan tyollisyyttd koskevan huippukokouksen
valmisteluprosessia,

hyvéksyy Euroopan unionin yhteisen kannan Lontoossa pidettivdd G20-
huippukokousta varten.
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MEDDELANDE INFOR EUROPEISKA RADETS VARMOTE

Frimja aterhimtning i Europa

1. INLEDNING

Under de senaste sex manaderna har den vérldsomfattande ekonomiska krisen lett till
svarigheter utan motstycke i Europa. EU:s motstdndskraft och forméga att reagera har satts pa
prov. Situationen har ocksa medfort utmaningar nér det giller samordning och dkat behovet
av solidaritet mellan de 27 medlemsstaterna. I hostas vidtog EU de atgarder som behovdes for
att forhindra ett sammanbrott pd finansmarknaderna. I december godkidnde EU en ekonomisk
aterhdmtningsplan for Europa, som ska bromsa upp nedgéngen och skapa forutsittningar for
ett uppsving. Kommissionen och medlemsstaterna har reagerat positivt pa behovet att vidta
atgérder for att hantera krisen och forbereda sig for en aterhdmtning.

Atgirderna héller nu pé att genomfdras, och det bérjar bli uppenbart att det finns ett behov av
mer omfattande samordning for att maximera atgidrdernas positiva griansoverskridande
effekter. Syftet med detta meddelande &r att skissera niista steg nér det géller att hantera krisen
och leda in EU i en aterhdimtningsfas. Meddelandet innehaller ett ambitidst program for
reformer av finanssektorn, en Oversyn av de atgirder som vidtagits for att upprétthalla
efterfragan, Oka investeringarna och bevara eller skapa arbetstillfillen och en plan for hur
sysselsdttningstoppmotet 1 maj ska forberedas. EU:s interna insatser ses mot bakgrund av det
kommande G20-toppmétet, ddr EU bor ligga fram en ambitids agenda for reformer av det
internationella systemet for finansiell styrning.

I takt med att den globala ekonomin har fortsatt sin nedgang, drabbas foretag, familjer och
samhéllen 1 hela EU av den minskade efterfragan och forlorade arbetstillfdllen. Fortroendet
for finanssektorn dr svagt. Nya brister uppdagas fortfarande och de méste bemotas pa ett
samordnat sitt. En upprensning inom banksystemet dr en fOrutsittning for en dtergang till
normala kreditvillkor. Det behdvs en bred mobilisering av insatser, eftersom aterhdmtningen
kommer att ta tid.

Stabiliseringen av finansmarknaderna har &nnu inte lett till en upplosning av atstramningen pa
kreditmarknaderna och satt ny fart pa utlaningen till féretag och hushall. Det dr darfér EU
méste upprétthalla takten i reformerna av finanssektorn, genomfora reformer av regleringen
och ta sikte pa ett tillsynssystem som béttre stimmer verens med dagens gransoverskridande
verklighet.

Sa ldnge utlaningen &ar begrdnsad kommer insatserna for att stimulera efterfrdgan och
fortroendet hos konsumenterna att stota pa hinder. Efter det att aterhdmtningsplanen antogs i
december har genomfdrandet av det dverenskomna stimulanspaketet inletts. Aven om det
kommer att ta tid for de positiva effekterna att bli mérkbara i det ekonomiska systemet,
kommer omfattningen av den finanspolitiska stimulanspaketet (ca 3,3 % av EU:s BNP eller
over 400 miljarder euro) att fora med sig nya investeringar, stodja arbetstagare och deras
familjer och leda till 6kad efterfrdgan. Dessutom genomfors atgiarder for att pa lang sikt bygga
upp en konkurrenskraftig och hallbar ekonomi i EU, i enlighet med Lissabonstrategin for
tillvixt och sysselsédttning. P4 sa sitt sorjer EU inte bara for att dtgdrda den omedelbara
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nedgangen, utan forbereder sig for att till fullo utnyttja de mojligheter som kommer att ges i
framtiden.

Samtidigt har effekterna pa sysselséttningen tilltagit. Det behovs malinriktade insatser for att
begridnsa problemen for enskilda personer och forhindra att vardefull kompetens gar forlorad.
Atgirder kan och bor vidtas for att bevara sysselsittningen under den ekonomiska
avmattningen och utnyttja kreativa 16sningar for att upprétthalla malet att hoja arbetskraftens
kompetensniva.

Vi har att géra med en vérldsomfattande kris, och en fullstindig aterhdmtning kan inte ske
forrdn de viktigaste aktorerna i1 varldsekonomin har aterfatt tillvixten och bedriver handel
sinsemellan. De atgirder som har vidtagits i EU har tjdnat som inspiration for dess
internationella partner och har bidragit till att skapa enighet om att insatser dr nodvindiga,
vilket bor aterspeglas 1 konkreta atgérder vid det kommande G20-métet 1 London.

Under krisens framfart har betydelsen av EU-dimensionen framgatt allt tydligare. Den
gemensamma marknaden har utgjort grundvalen for den ekonomiska tillvixten 1 EU under de
senaste 15 aren, en drivkraft som har skapat miljontals arbetstillfdllen och gjort EU mer
konkurrenskraftigt och effektivt. Den har ocksa gett upphov till ett inbordes beroende utan
tidigare motstycke, vilket innebér att handlare, leverantorer, tillverkare och konsumenter har
ndrmare kopplingar till varandra dn ndgonsin tidigare. Alla medlemsstater bedriver mer
handel med andra medlemsstater 4n med resten av virlden. Det bista séttet att stimulera
ekonomin dr darfor att arbeta 1 samklang med detta inbordes beroende och undvika att stilla
upp artificiella hinder for atgdrdernas inverkan pa aterhdmtningen.

Detta visar pd vikten av samordning. Det finns klara skillnader mellan de enskilda
medlemsstaterna nir det géller den sociala och ekonomiska situationen, men var och en av
dem har tillgédng till ett brett utbud av atgédrder for att hantera sina specifika forhallanden.
Atgirderna dr mest effektiva om de anvinds inom en tydlig EU-ram. Exempelvis far
nationella atgirder for att stimulera efterfragan ofta positiva gransoverskridande effekter for
varor och tjinster i andra medlemsstater och leder till en positiv kedjereaktion av
aterhdmtning for hela Europa.

EU:s ekonomi har oerhort starka sidor pa ldng sikt. Genom att bibehdlla sin starka stdllning pa
varldens exportmarknader har EU gett prov pa sin konkurrenskraft 1 globaliseringens tidevarv.
EU har en hogt kvalificerad arbetskraft och dess sociala modeller, som skyddar de mest
utsatta grupperna i samhéllet, har visat sitt virde 1 en ytterst svar situation. EU har sérskilt
goda mojligheter att klara av 6vergéngen till en ekonomi med laga koldioxidutslapp och anta
den tekniska utmaningen att motverka klimatférdndringarna. Att tillsammans, i solidarisk
anda ta itu med den utmaning som krisen utgdr ir det bésta sittet for Europa att utnyttja dessa
starka sidor for att hejda nedgangen och atervinna tillvaxten.

2. ATERSTALLA OCH BIBEHALLA ETT STABILT OCH PALITLIGT FINANSIELLT SYSTEM
2.1. Aterstiilla fortroendet och utliningen

En stabil finansiell sektor dr en forutsdttning for att skapa hallbar terhdmtning. Samordnade
insatser pa europeisk niva for att rekapitalisera och garantera banker i hela EU forhindrade i
hostas ett totalt sammanbrott for den europeiska banksektorn och bidrog till att dterstélla viss
likviditet péd interbankmarknaden.
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Nu maéste dessa stodpaket till den finansiella sektorn Gvervakas for att sékerstélla att de
genomfors effektivt. Myndigheterna i bdde hem- och vérdlandet for gransdverskridande
finansinstitut har ett starkt Omsesidigt intresse av att bibehélla makroekonomisk stabilitet
genom att garantera finansieringen och stabiliteten i1 lokala banksystem och att hélla fast vid
principen om fri rorlighet for kapital.

Kommissionen har redan lagt fram lagstiftningsforslag for att forbattra skyddet for
banksparare, 6ka kreditvirderingarnas tillforlitlighet, ge rétt incitament inom marknaden for
vardepapperisering och stirka soliditeten for och tillsynen av banker och forsdkringsbolag.
Man enades snabbt om en anpassning av reglerna for redovisning for att ge europeiska
finansinstitut samma villkor som deras internationella konkurrenter. Dessa atgirder ingér i
arbetet med att bygga upp ett starkare och stabilare system for framtiden.

Fortroendet for banksektorn dr emellertid fortfarande lagt. Banker och andra finansiella
aktorer héller fortfarande pé att minska lanen och har inte atertagit sina vanliga roller varken
pa grossist- eller pa detaljmarknaderna. De héller fast vid en mycket restriktiv hallning nér det
giller utlaning. Att aterstdlla kreditflodet for den reala ekonomin &r dirfér en viktig
prioritering for att forhindra en ytterligare forsvagning av den ekonomiska tillvéaxten.

Det dr nu dags att ingripa for att bryta utvecklingen mot allt lagre fortroende och allt storre
ovilja att ldna ut. I vissa fall betyder detta att direkt angripa tillgangssidan i bankernas
balansrikning och undanrdja den osdkerhet som rader om vérderingen och lokaliseringen av
framtida forluster. For att dterstélla fortroendet for banksektorn som helhet borde banker med
tillgangar som minskat i virde redovisa dessa for de behdriga myndigheterna.

Med utgangspunkt i1 redan befintlig vigledning om tilldimpningen av reglerna for statligt stod
pé atgdrder for att stddja och rekapitalisera finansinstitut', har kommissionen lagt fram ett
meddelande” for att hjilpa medlemsstaterna att utforma atgérder for att hantera tillgingar som
minskat i virde. De alternativ som stér till buds omfattar statligt uppkdp, statliga garantier,
swappar eller en kombination av dessa alternativ. Det &r medlemsstaterna som bestimmer
huruvida dessa verktyg ska anvdndas och hur de ska utformas. Men en gemensam och
samordnad europeisk ram som bygger pa principerna om Oppenhet, offentlighet, virdering
och delade bordor kommer att bidra till att dtgirderna for dvertagande av osdkra tillgangar far
onskad effekt.

Ramen kommer att sékerstélla lika villkor for bankerna, underlitta forenlighet med reglerna
for statligt stod och begrinsa inverkan pd de offentliga finanserna och forbereda for den
nodvindiga omstruktureringen av sektorn. Kommissionen kommer inom kort att ge mer
detaljerad vidgledning om sin strategi for bedomningen av omstrukturerings- och
lonsamhetsplaner for enskilda banker enligt reglerna for statligt stod. Den kommer att bedoma
varje enskilt fall for sig och ta hdnsyn till det totala stod som erhéllits genom rekapitalisering,
garantier eller 6vertagande av osékra tillgdngar i syfte att sikerstdlla lonsamhet pa lang sikt
och en dtergéang till en normalt fungerande europeisk banksektor.

I syfte att forbdttra kreditvillkoren har ECB och andra centralbanker tillhandahallit en
betydande méngd likvida medel. De har redan sdnkt rantorna och ECB har signalerat att det
kan finnas utrymme fOr ytterligare sidnkningar. Genom att skapa efterfragan pd lan kan
effekterna av de finanspolitiska stimulansatgidrderna ocksd forvéntas oka fortroendet for

! EUT C 270, 25.10.2008, s. 8 och EUT C 10, 15.1.2009, s. 2.
2 K(2009) 1345 (4nnu ej offentliggjort).
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bankerna och viljan att lana ut. Kreditflodena bor darfor overvakas mycket uppméarksamt
under de kommande manaderna for att sékerstilla att det omfattande offentliga ingripandet i
den finansiella sektorn verkligen leder till lattnader for europeiska hushall och foretag.

2.2, Ansvarstagande och stabila finansmarknader i framtiden

Genom krisen har oacceptabla risker blottlagts i den nuvarande forvaltningen av
internationella och europeiska finansmarknader som har blivit verkliga och gett upphov till
systemrisker 1 tider med allvarlig turbulens. De atgérder av hittills icke skddad omfattning
som vidtas for att aterstélla stabiliteten i sektorn maste foljas upp av genomgripande reformer
for att rdda bot pa kénda svagheter och identifiera och forhindra att nya svaga punkter uppstér
i framtiden. Europeiska foretag och medborgare méste kunna lita pé finansinstituten och se
dem som palitliga partner som omsitter deras insdttningar i investeringar, som &r av sa central
betydelse for en sund ekonomi péd ldng sikt. Marknadsovervakning och tillimpning av
avtalsforfaranden och affirsmetoder kommer att spela en viktig roll for att aterstilla
konsumenternas fortroende for banktjanster till privatpersoner och mindre foretag.

Under 2009 kommer kommissionen att foresld den ambitidsa reform av det europeiska
finansiella systemet som beskrivs nedan och, mer ingdende, i bilaga I. Reformen kommer att
faststilla en tydlig kurs for EU for att leda och utforma processen med global foréndring,
framfor allt genom arbetet 1 G-20. Parallellt med detta kommer kommissionen att fortsétta att
tillimpa ramarna for akut undsittning liksom for aterstdllande av lonsamheten pa lang sikt 1
enlighet med de befintliga reglerna for statligt stod.

Genom reformen sdkerstills att alla relevanta aktorer och alla typer av finansiella instrument
omfattas av ldmplig reglering och tillsyn. Den bygger pa virderingar som ansvar, integritet,
Oppenhet och konsekvens.

I november forra aret gav kommissionen en hognivigrupp med Jacques De Larosiere som
ordforande 1 uppdrag att foresld rekommendationer for denna reform, med sérskild tonvikt pa
tillsyn. Kommissionen vdlkomnar den rapport som lades fram den 25 februari 2009 och
instimmer 1 gruppens analys av orsakerna till finanskrisen. Gruppens 31 rekommendationer
ger en rad konkreta l0sningar ndr det géller reglering, tillsyn och Overgripande
reparationsétgirder.

Manga av gruppens rekommendationer nér det géller reglering bidrar till att skapa allt storre
enighet om var fordndringar behdvs och avspeglar fragor som tagits upp av manga
huvudaktorer, daribland Europaparlamentet. Kommissionen har redan tagit konkreta initiativ
inom omraden som kreditviarderingsinstitut, forsdkringar, oversyn av kapitalkraven enligt
Basel II, virdepapperiserade produkter, redovisningsregler baserade pd marknadsvéirde och
atgidrdande av myndighetsingripandenas konjunkturforstarkande effekter. Branschen har gatt
med pa kommissionens begiran att kreditswappar for europeiska enheter och for index for
europeiska enheter flyttas till en central clearingplattform som ska ha inréittats, reglerats och
kontrollerats i Europa senast den 31 juli 2009. P4 andra omriden, som t.ex. reglering av
hedgefonder och andra investerare &n banker, Oppenhet pd derivatmarknader och béttre
redovisningsregler, kommer kommissionens fOrslag att prioriteras under de kommande
ménaderna.

Gruppens rekommendation om behovet av att utarbeta harmoniserade grundliggande
standarder som ska tillimpas over hela EU &r sirskilt intressant. Viktiga skillnader i de
nationella lagstiftningarna som harroér frdn undantag och tilldgg som gjorts pd nationell niva
eller oklarheter i géllande direktiv bor faststdllas och undanrdjas. Kommissionen kommer
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darfor att lansera ett nytt viktigt initiativ i denna riktning. Gruppens slutsatser nér det giller
sanktionssystemet pekar ocksa pa ett behov av nya krafttag pa det omradet.

Nir det giller tillsynsomradet dr de nationellt baserade modellerna foraldrade mot bakgrund
av hur marknaden ser ut idag med allt fler banker och forsdkringsforetag verksamma over
granserna. Kommissionen har redan lagt fram forslag om inréttande av tillsynskollegier for att
underldtta samarbetet mellan tillsynsorgan for banker och forsdkringsforetag med
gransoverskridande verksamhet. Samordningen inom de tre kommittéerna for europeiska
tillsynsorgan har inneburit ett viktigt steg framat men har vissa begransningar. Kommissionen
har &@ndrat kommittéernas mandat vilket kommer att gora dem effektivare och mer
verkningsfulla, infora beslutsfattande med kvalificerad majoritet och en folj-eller-forklara”-
strategi. Ett forslag for att oka finansieringen av kommittéernas verksamhet héller for
ndrvarande pa att behandlas av budgetmyndigheten.

I de Larosiére-gruppens rapport framhélls bristerna nir det géller att forebygga, hantera och
16sa kriser och de svérigheter som orsakas av bristande samarbete, samordning, konsekvens
och tillit mellan nationella tillsynsorgan. Att uppfylla kraven i manga olika system leder till
ytterligare administrativa bordor och regleringsbordor for foretagen. Kommissionen
instdimmer 1 gruppens slutsatser om att den senaste tidens erfarenheter har visat pa omfattande
misstag bade 1 hur tillsynsorganen ser pd sérskilda fall och deras instéllning till det finansiella
systemet som helhet.

Nér det géller makroprudentiell tillsyn vdlkomnar kommissionen sérskilt de Larosiére-
gruppens idé om ett nytt europeiskt organ, under ECB:s ledning och med deltagande av
kommissionen och kommittéerna for europeiska tillsynsorgan, som skulle samla och bedoma
information frin alla finanssektorer om riskerna for sektorn som helhet. Ett sidant organ
skulle ha goda mdjligheter att identifiera systemrisker pd europeisk niva och utfdrda
riskvarningar. Obligatoriska uppfoljnings- och Overvakningsverktyg liksom mdojlighet att
vidarebefordra fragor till 6vergripande mekanismer for tidig varning skulle vara avgorande.

Niér det géller kontroll av enskilda foretag rekommenderar gruppen att ett europeiskt system
for finansiell tillsyn inrdttas. I den forsta fasen skulle de tre kommittéerna for europeiska
tillsynsorgan  liksom nationella tillsynsorgan stirkas och mer harmoniserade
tillsynsbefogenheter och sanktionssystem inforas. Under den andra fasen skulle kommittéerna
omvandlas till myndigheter som genomfor vissa uppgifter pa europeisk niva, men tar hjilp av
tillsynskollegier och nationella tillsynsorgan for den l6pande tillsynen av enskilda foretag.
Vid oversynen efter tre ar skulle behovet av ytterligare konsolidering av det europeiska
systemet for finansiell tillsyn dvervégas.

Kommissionen instdmmer 1 gruppens slutsatser att strukturen i de befintliga kommittéerna —
som har nétt grinsen for vad de kan astadkomma enligt géllande lagstiftning — inte riacker for
att sdkerstdlla finansiell stabilitet 1 EU och medlemsstaterna, och att den bristande
effektiviteten i den nuvarande strukturen maste atgirdas snarast mojligt. Kommissionen anser
ockséd att det finns fordelar med ett system som kombinerar visst centraliserat ansvar pa
europeisk nivd med en tydlig roll f6r de nationella tillsynsorganen, som dr de som &r nirmast
den l6pande verksamheten pa foretagen.

Kommissionen anser att det krdvs akuta atgérder och kommer att foresla att genomforandet av
gruppens slutsatser paskyndas. Genom att kombinera de tvé faser som gruppen foreslér, skulle
det vara mojligt att snabbare bade forbéttra kvaliteten och samstimmigheten vad giller
tillsynen 1 Europa och att omvandla de tre befintliga kommittéerna till myndigheter i ett
europeiskt system for finansiell tillsyn. Mojligheten att kombinera en eller flera av dessa
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myndigheter bor undersdkas med sikte pa att sidkerstélla storsta mojliga samstimmighet i
tillsynen och stirka konsekvensen och samverkan mellan experter pd tillsyn for banker,
forsakringsforetag och marknader.

Myndigheterna skulle skota tillsyn och ha slutgiltiga beslutsbefogenheter for
tillsynskollegierna for grinsoverskridande koncerner, sikerstélla konsekvens och god praxis
genom att faststilla gemensamma hdga standarder och tillhandahélla gemensamma tolkningar
av kraven for tillsynsverksamhet. De skulle ocksé spela en nyckelroll for mekanismer for tidig
varning och krishantering i samarbete med det organ som inréttas for att undersoka
helhetsbilden.

Med utgéngspunkt i de Larosiére-gruppens rekommendationer kommer kommissionen att
borja utarbeta forslag till inrdttande av ett nytt europeiskt system for finansiell tillsyn. Pa
grundval av yttrandena fran medlemsstaterna, de befintliga kommittéerna, Europaparlamentet,
ECB och ovriga aktorer kommer kommissionen att utarbeta sina forslag pa grundval av en
konsekvensanalys i enlighet med principerna for battre lagstiftning.

For att skapa forutsittningar for ansvarstagande och stabila finansmarknaden i framtiden
kommer kommissionen att foresld ett ambitiost nytt reformprogram med foljande fem
huvudmal:

(D) Forse EU med en tillsynsram som uppticker potentiella risker pa ett tidigt stadium,
atgdrdar dem effektivt innan de fatt ndgra konsekvenser och som klarar den utmaning
som situationen med komplexa internationella finansmarknader innebar.
Kommissionen kommer att ldgga fram ett dtgirdspaket for europeisk finansiell
tillsyn fore slutet av maj 2009 for beslut vid Europeiska radets mote i juni. De
lagstiftningsmassiga fordndringar som krévs for att genomfora forslagen foljer under
hosten och bor antas 1 sa god tid att den nya tillsynsordningen kan inréttas och tas i
drift 2010. Paketet kommer att besta av tvé delar:

— I fraga om makroprudentiell tillsyn, atgirder for att inrdtta ett europeiskt organ
som har uppsikt Over stabiliteten i det finansiella systemet som helhet.

— I frdga om mikroprudentiell tillsyn, forslag till uppbyggnaden av ett europeiskt
system for finansiell tillsyn.

2) Tappa till de luckor dir lagstiftningen pd EU-niva eller pa nationell nivd &ar
otillracklig eller ofullstindig enligt en strategi som bygger pd sdkerhet i forsta hand.
Kommissionen kommer att foresla foljande:

— En 6vergripande rittsakt for upprittande av standarder for reglering och tillsyn nér
det géller hedgefonder, private equity och andra systemviktiga marknadsaktorer
(april 2009).

— En vitbok om verktyg for tidigt ingripande for att undvika kriser (juni 2009).

— Léampliga initiativ for att 0ka Oppenheten och sidkerstélla finansiell stabilitet pa
grundval av en rapport om anvindningen av derivat och andra komplexa
strukturerade produkter (juni 2009).

— Lagstiftningsforslag for att oka kvantiteten och forbéttra kvaliteten pad den
foreskrivna kapitalbasen for verksamhet i samband med handelslager, atgirda
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komplex virdepapperisering (hdsten 2009) liksom likviditetsrisker och dverdrivet
utnyttjande av hivstangseffekter (april 2009).

— Ett 16pande program av atgirder for att uppritta mer enhetliga tillsynsregler
(lanseras 2009).

3) Sdkerstélla att europeiska investerare, konsumenter samt smd och medelstora
foretag kan kénna sig trygga nir det giller besparingar, tillgdngen till kredit och
rittigheter nar det géller finansiella produkter. Kommissionen foreslér darfor foljande:

— Ett meddelande om produkter for privata investerare for att gora
skyddsatgarderna vid forsiljning effektivare (april 2009)

— Ytterligare &tgdrder for att stirka skyddet for insittare, investerare och
forsikringstagare (hosten 2009).

— Atgiirder avseende ansvarsfull kreditgivning och skuldsittning (hosten 2009).

4) Forbittra riskhanteringen i finansforetagen och anpassa prestationslonerna till
hallbar utveckling. Kommissionen kommer 1 detta syfte att

— skdrpa 2004 ars rekommendation om ersittningen till ledande
befattningshavare (april 2009),

— foresld en ny rekommendation om ersédttning inom sektorn for finansiella
tjinster (april 2009) och dérefter lagstiftningsforslag med syftet att
ersittningssystem ska omfattas av stabilitetstillsyn (hosten 2009).

(&) Sdkerstdlla effektivare sanktioner for otillborligt upptriddande pa marknaden.
Kommissionen avser darfor att

— se over direktivet om marknadsmissbruk (hosten 2009),

— lagga fram forslag till hur sanktioner kan skérpas pa ett harmoniserat sitt och
tillampas béttre (hdsten 2009)

Kommissionen uppmanar Europeiska radets varmote att ge sitt stod till denna reform infor G-
20-toppmoétet 1 London. Detta kommer att visa Europeiska unionens beredvillighet och
engagemang att vidta ambitiosa atgérder for att genomfora G-20-handlingsplanen fran
Washington. Europaparlamentet och radet bor uppmanas att prioritera kommissionens
kommande forslag.

3. STOD TILL DEN REALA EKONOMIN

Virldsekonomin befinner sig mitt uppe 1 den vérsta recessionen pa flera Artionden.
Virldshandeln har krympt i snabb takt. Industriproduktionen minskade snabbt i slutet av
2008. Bade Forenta staterna och Japan har upplevt en tydlig nedgéng i BNP medan Kina hade
den légsta tillvaxten sedan 2001, vilket visar den dramatiska minskningen av vérldshandeln.

EU:s ekonomi kunde inte undkomma denna globala nedgang och béde euroomradet och EU
befinner sig nu i en allvarlig recession. Sérskilt tillverknings- och byggnadsindustrin har
drabbats hart med forluster som berdknas till 150 miljarder euro pé ett ar. Enbart bilsektorn
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gick tillbaka med 32,3 %, vilket 1 sin tur ledde till forsdmringar inom flera andra sektorer.
EU:s export av industrivaror till ldnder utanfér EU minskade med 5,8% i
november/december 2008, medan handeln inom EU var 13,7 % lagre dn det foregéende aret.

Men samtidigt som den reala BNP vintas falla med nira 2 % 2009° bor den stegvis hidmta sig
till ungefar 0,5 % 2010, delvis som ett resultat av de politiska atgidrder som nu vidtas pa
europeisk och nationell nivd inom ramen for den ekonomiska aterhdmtningsplanen for
Europa.

3.1. Genomforande av den ekonomiska dterhdmtningsplanen for Europa

I december 2008 enades man om en ambitiés ekonomisk aterhdmtningsplan for Europa pa
grundval av kommissionens forslag. Kirnan 1 dterhdmtningsplanen var kombinerade insatser
for att ge Europas ekonomi omedelbar finanspolitisk stimulans och samtidigt styra denna
investering mot att stirka den europeiska ekonomin infor framtida 1&ngsiktiga utmaningar. I
planen medgavs att de offentliga utgifterna hade &nnu storre betydelse pé kort sikt mot
bakgrund av minskningen av den privata efterfragan.

Aterhimtningsplanens fulla effekt kommer inte att bli tydlig forrin under de nirmaste
ménaderna, men tidiga tecken pekar i positiv riktning bade ndr det giller stimulansens
omfattning och reformernas inriktning. Majoriteten av medlemsstaterna har nu antagit eller
tillkdnnagett finanspolitiska stimulansatgiarder. Under 2009 och 2010 kommer finanspolitiken
att stddja ekonomin i regionen med 3,3 % av BNP, dvs. mer dn 400 miljarder euro, vilket kan
ge tillvaxten och sysselséttningen 6ver hela EU ett enormt stod.

En stor del av stodet dr ett resultat av automatiska stabilisatorer som &r sérskilt starka inom
EU. Det ar ocksa ett resultat av de riktade finanspolitiska stimulanspaket pa omkring 1,2 % av
BNP som medlemsstaterna uppmanades till i dterhdmtningsplanen, &ven om omfattningen av
dessa varierar stort beroende medlemsstaternas finanspolitiska svingrum. Ytterligare 30
miljarder euro, eller 0,3 % av BNP, har stillts till forfogande fran EU-killor*. Kommissionen
har foreslagit malinriktade investeringar pa omkring 5 miljarder euro for att mota utmaningen
att trygga energiforsorjningen och for att bygga ut hoghastighetsinternet i
landsbygdssamhéllena, liksom ytterligare forskott inom ramen for sammanhéllningspolitiken
pa 11 miljarder euro, varav 7 miljarder till de nya medlemsstaterna. Dessutom har Europeiska
investeringsbanken utdkat utlaningsmojligheterna for sma och medelstora foretag med 15
miljarder euro.

Flertalet av medlemsstaternas atgirder ar vil inriktade pd att stimulera efterfragan: stod till
hushéll, foretag och sysselséttning, direkt Okning av efterfrigan genom offentliga
investeringar och modernisering av infrastruktur (se bilaga II for ndrmare information).
Flertalet av dessa dtgidrder Overensstimmer med de langsiktiga mal som faststillts i de
landsspecifika rekommendationerna inom ramen for Lissabonstrategin for tillvixt och
sysselsittning, t.ex. att bygga upp Europas kunskapsbas, stirka energitryggheten och gora
anpassningar till ett utslappssnalt samhaélle.

Det dr avgorande att dessa dtgirder genomfors snabbt och effektivt och att de kompletteras
med insatser for att forbéttra villkoren for foretagsamhet. Det ligger pé alla sétt i EU:s intresse

Enligt kommissionens januariprognos.
Inbegripet en rad nya offentligprivata partnerskap.
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att bevara en stark och konkurrenskraftig industriell bas vid Overgidngen till ett
kunskapsbaserat och utsldppssndlt samhélle. Mot bakgrund av den moderna
industriproduktionens komplexa natur och de stordriftsfordelar och mdjligheter till
diversifiering som den inre marknaden medfor har EU utvecklat en politik med &vergripande
stod for industrin under senare ar. P4 bade EU-nivd och pé nationell niva innebir detta att
FoU, innovation, ny teknik och milj6teknik samt utbildning kan finansieras som stod- och
utvecklingséatgarder. Sddana Overgripande atgirder kan genomforas inom olika sektorer av
EU:s ekonomi, vilket nyligen illustrerades av den EU-ram {6r bilindustrin som kommissionen
lade fram den 25 februari’.

Medlemsstaterna prioriterar ocksa de sma och medelstora foretagens behov pa grund av deras
enorma bidrag till sysselsittningen i EU 1 stort, och uppmanas att paskynda genomforandet av
smaforetagsakten. Kommissionen kommer inom kort att ligga fram lagstiftningsforslag for att
mer effektivt dtgirda problemet med sena betalningar. Dessutom bor potentialen i béttre
lagstiftning utnyttjas fullt ut, sédrskilt genom att minska den administrativa bordan.

Insatser for att hoja kompetensen, dka investeringarna i forskning, frimja forutsittningarna
for innovation, bygga ut hdoghastighetsinternet, modernisera befintlig transport- och
energiinfrastruktur, t.ex. genom oOkad anvindning av offentlig-privata partnerskap, stirka
energieffektiviteten och dka andelen fornybar energi stimmer helt och héllet 6verens med
mélsittningarna i den ekonomiska aterhdmtningsplanen for Europa. Denna typ av atgirder
kommer att underldttas genom ett snabbt antagande av de foreslagna &ndringarna av
lagstiftningen for sammanhallningspolitiken. Medlemsstaterna uppmuntras att fullt ut utnyttja
de mojligheter att skynda pé viktiga investeringar som dessa édndringar ger upphov till.

Det kommer att vara avgorande att forsta och rétt hantera de ldngsiktiga konsekvenserna av
krisen for de offentliga finanserna — och att hantera foljderna for pensions- och hilso- och
sjukvérdssystemen. Underskotten i de offentliga finanserna bor atgd till en omfattning som &r
forenlig med behovet av att sdkerstélla langsiktig héllbarhet 1 de offentliga finanserna sa snart
den ekonomiska situationen medger detta, sdrskilt mot bakgrund av de framtida kostnaderna i
samband med en &ldrande befolkning. Langsiktig hédllbarhet bor sdkerstdllas inom ramen for
stabilitets- och tillvaxtpakten.

Vissa medlemsstater haller for nirvarande pa att minska sina underskott 1 de offentliga
finanserna 1 syfte att minska sitt beroende av externa kreditfloden. Stddet pa medellang sikt
for att bidra till betalningsbalansen for de medlemsstater som inte ingar i euroomradet har
starkts efter effektivt och tidsmassigt rétt stod till Ungern och Lettland.

Den ekonomiska aterhdmtningsplanen for Europa dr en del av Lissabonstrategin for tillvaxt
och sysselsittning under den pagéende krisen. Den sorjer for en god balans mellan omedelbar
stimulans och ett nddvandigt langsiktigt perspektiv. Den bor leda till att Europa gér ut ur
krisen béttre rustat att mota utmaningarna i en vérldsekonomi som styr mot ldga
koldioxidutsldapp och innovationsverksambhet.

Kommissionen kommer att noga folja effekterna av de atgérder som vidtagits tillsammans
med medlemsstaterna och rapportera om utvecklingen fére Europeiska radets mote 1 juni.

: KOM(2009) 104, 25.2.2009.
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3.2 Den inre marknaden som drivkraft for Aterhimtning

En framgéngsrik ekonomisk aterhdmtning f6r Europa ar avhingig av var formaga att pd basta
sitt utnyttja bade de interna och globala marknaderna. Den inre marknaden har varit motorn
for ekonomiskt och socialt vilstdnd och nya arbetstillfillen i EU®. Den ger stordriftsfordelar,
effektivitetsvinster och mojlighet att utnyttja EU:s styrka, och kan fungera som en av de
viktigaste drivkrafterna for dterhdmtningen om det finns en stram samordning pa EU-niv4.

For att bidra till samordningen av atgirder for att mota krisen har kommissionen sett till att
medlemsstaterna fullt ut kan utnyttja flexibiliteten i de befintliga gemenskapsreglerna nér de
utformar stodatgérder for att stimulera efterfrigan. Paskyndande forfaranden for offentlig
upphandling innebédr att avtal om offentlig upphandling kan undertecknas inom en méanad.
Den tillfilliga gemenskapsramen for statliga stodatgirder hjilper foretag att fa tillgdng till
finansiering i tider av restriktiv utlaning fran bankerna. Medlemsstaterna far tillhandahélla
ytterligare exportkreditforsdkringar genom offentliga organ nir sddana fOrsdkringar inte
langre ar tillgéngliga fran den privata sektorn pd grund av finanskrisen.

Samtidigt maste EU fortsétta sitt eget arbete med att forbéttra foretagsklimatet, stodja de sma
och medelstora foretag som formodligen kommer att ga i spetsen nir aterhamtningen vél
kommer. Kommissionen lade nyligen fram forslag for att minska redovisningsbérdan for
mikroforetag vilket kan leda till besparingar for foretagen med omkring 6 miljarder euro’, och
kommer att fortsétta att noggrant undersoka den bérda som nya initiativ kan ge upphov till.
Inforlivandet av tjanstedirektivet i ar enligt planerna innebér ytterligare ett sitt att frimja nya
mojligheter for ekonomisk aktivitet och sysselséttning.

Genom att upprétthalla fordelarna med den inre marknaden och frdmja samma vérderingar
utanfor Europa kommer EU att ha ett unikt ldge nér tillvixten atervénder. Protektionism och
en dtergéng till nationella marknader kan enbart leda till stagnation, en djupare och langre
recession och forlorat vilstand.

Den inre marknadens dimension méste beaktas i medlemsstaternas insatser for att dtgirda
krisen. De flesta, om &n inte alla, medlemsstater kommer att ingripa for att stodja den
ekonomiska verksamheten pa sitt territorium under krisen. Ett intelligent utnyttjande av
nationella atgirder 1 ett europeiskt sammanhang &r det bista sittet att sdkerstélla att insatserna
blir effektiva.

Nationella atgirder blir effektivast om medlemsstaterna agerar med vetskapen om att deras
insatser dr 1 Overensstimmelse med den inre marknaden. [ sitt samarbete med
medlemsstaterna dr kommissionen beredd att ge stod vid utformningen och genomférandet av
konkreta atgérder genom att frimja utbyte av god praxis och vunna erfarenheter. Genom en
sddan samordning kan de positiva externa effekterna maximeras. Samordningen bor omfatta
informationsutbyte om vilka atgirder som vidtas liksom gemensamma beddmningar av
atgirdernas effekter. I bilaga III ges ytterligare vigledning om hur medlemsstaternas atgéarder
kan utformas for att sdkerstilla att de 4r fOorenliga med de mest relevanta delarna av
gemenskapslagstiftningen.

Inre marknaden har 6kat EU:s vilstdnd med 2,15 % av EU:s BNP per ar och skapat 2,75 miljoner nya
arbetstillfallen mellan 1992 och 2006. Handeln inom EU i forhallande till BNP steg med 30 % mellan
1995 och 2005.

’ KOM(2009) 83, 26.2.2009.
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3.3. Fornyelse av den europeiska ekonomin bortom krisen

Det dr ingen tvekan om att denna finansiella och ekonomiska kris dr mycket pldgsam for de
europeiska hushéllen och foretagen. Aterhimtningen kommer att ske gradvis och kriva en
stor anstrangning av alla berorda parter for att paskynda genomforandet av strukturreformerna
inom ramen for Lissabonstrategin. Genom att agera gemensamt och gora det mesta av vara
konkurrensfordelar, sérskilt var inre marknad, kan vi se till att Europa snabbare kommer ut ur
recessionen.

Genom att bestdmt hélla fast vid vdra gemensamma principer och mer langsiktiga politiska
mal kommer de dtgidrder som vi vidtar for att klara oss igenom den nuvarande krisen att ldgga
grunden for en smidig 6vergéng till Europas framtida ekonomi. Vi bor sérskilt halla farten
uppe nér det géller att stélla om till ett utsldppssnalt samhéille: nir uppsvinget inleds borde
miljovénlig teknik och miljovanliga produkter vara de ledande marknaderna. Vi maste nu
borja arbeta med hur vi ska forbéttra de strukturer som vi har till vart forfogande for att kunna
genomfora dterhdmtningen: foretag kommer att omstruktureras, vissa kommer att diversifiera
verksamheten och andra kan komma att ldmna marknaden. En omsorgsfull forvaltning
kommer att krdvas for att dterfora nationaliserade foretag till privat d4gande och i allménhet for
att det statliga ingripandet 1 vdra ekonomier ater ska nd mer normala nivder. Gemenskapens
konkurrenspolitik kan stodja denna centrala process och leda den mot 6ppna, effektiva och
innovativa resultat.

Lirdomarna av krisen maste ocksd beaktas vid fornyelsen av den europeiska
strukturreformplanen. P4 grundval av de slutsatser som dragits av den senaste tidens
erfarenheter har kommissionen for avsikt att inleda en debatt om de integrerade riktlinjerna
for tillvixt och sysselsédttning inom ramen for Lissabonstrategin som fungerar som en
vigledning for medlemsstaterna och gemenskapen 1 utarbetandet av deras respektive
strukturreformprogram.

Kommissionen kommer att samarbeta ndra med medlemsstaterna och andra berdrda parter
inom ramen for Lissabonstrategin for att beakta resultatet av denna debatt vid utformandet av
Lissabonstrategin efter 2010. Denna process kommer att inledas med en allmidn 6versyn av
den reviderade Lissabonstrategin under det svenska ordfoérandeskapet som en forberedelse
infor de beslut som kommer att fattas varen 2010 under det spanska ordférandeskapet.
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Den fulla effekten av den ekonomiska aterhdmtningsplanen for Europa kommer forst att bli
tydlig under de kommande manaderna, men de tidiga tecknen dr positiva bade nér det géller
stimulanspaketets omfattning och reformernas inriktning:

— De flesta medlemsstater har nu antagit eller tillkdnnagivit finanspolitiska stimulanspaket
som uppfyller det dvergripande malet pd 1,5 % av EU:s BNP. Om hénsyn tas till effekten
av de automatiska stabilisatorerna har ett finanspolitiskt stod pad omkring 3,3 % av BNP
gjorts tillgéngligt for aterhdmtningen. Detta motsvarar mer én 400 miljarder euro, vilket &r
en enorm drivkraft for tillvixt och sysselséttning.

— De flesta av medlemsstaternas dtgirder syftar till att stimulera efterfridgan och &r forenliga
med mer langsiktiga mal som t.ex. h6jd kompetensniva, dkade investeringar i innovation,
frimjande av hoghastighetsinternet och fornyelse av befintlig transport- och
energiinfrastruktur.

— Kommissionen har sett till att medlemsstaterna vid utformningen av dtgarder for att stodja
efterfragan kan dra full nytta av flexibiliteten inom ramen for gemenskapsbestimmelserna.
Nyligen lade kommissionen t.ex. fram riktlinjer avseende atgérder for fordonsindustrin for
att bistd medlemsstaterna nér de tillhandahéller stod for omstruktureringen av denna sektor.

Genom den inre marknaden kommer alla medlemsstater att direkt och indirekt dra nytta av
den orderingdng pa varor och tjidnster som é&r ett resultat av detta stimulanspaket.
Medlemsstaterna bor sdrskilt se till att maximera de positiva spill-over-effekterna fran den
inre marknaden, som har varit och kommer att forbli motorn fér ekonomiskt och socialt
vélstdnd och skapande av arbetstillfdllen i EU.

Foljande principer bor i1 detta syfte forma medlemsstaternas atgiarder till stod f{or
realekonomin:

— Bibehélla 6ppenheten inom den inre marknaden genom att fortsétta att undanrdja hinder
och undvika att skapa nya hinder.

— Sékerstilla icke-diskriminering genom att behandla varor och tjdnster fran andra
medlemsstater i enlighet med EU:s regler och fordragets principer.

— Rikta in insatserna pa véra mer lingsiktiga politiska mal: underlitta strukturférdndringar,
forbéttra konkurrenskraften pa ldng sikt och ta itu med avgdérande utmaningar som t.ex.
skapandet av ett utsldppssnélt samhélle.

— Ta full hiansyn till smi och medelstora foretags avgorande betydelse genom att tillimpa
principen om att “tdnka smaskaligt forst”.

— Utbyta information och bédsta praxis for att maximera de overgripande positiva
effekterna genom skaleffekter.

— Gora gemensamma insatser och utforma atgirderna sa att de skapar synergier med de
atgarder som andra medlemsstater vidtar. Béttre samarbete pd EU-niva dr i detta hiinseende
av avgorande betydelse.

— Anvindning av flexibiliteten inom ramen for den fornyade stabilitets- och tillvixtpakten pé
ett ansvarsfullt sdtt genom att snarast aterfora de offentliga underskotten till nivier som
ar forenliga med hallbara offentliga finanser och samtidigt kraftfullt dtgirda orsakerna
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bakom de makroekonomiska obalanserna.

— Haélla den inre marknaden oppen for vira handelspartner och respektera internationella
ataganden, sirskilt de som gjorts inom WTO.

I linje med den ekonomiska dterhimtningsplanen for Europa maste medlemsstaterna nu se till
att de finanspolitiska stimulanspaketen &tf6ljs av péskyndade strukturreformer inom de
omraden som lyfts fram i1 Lissabonstrategins landsspecifika rekommendationer. Det dr bésta
sdttet att garantera att utgifterna nu kommer att vara si kostnadseffektiva som mojligt, oka
den framtida potentiella tillvixten och ha minimal negativ inverkan pa de langfristiga
utsikterna for de offentliga finanserna. Det dr en grundldggande forutséttning for att Europa
ska kunna utnyttja den mdjlighet som denna kris ocksa innebédr och sta vil rustat for att
hantera utmaningarna i en ny virldsekonomi som é&r inriktad pé ladga koldioxidutsldpp,
innovation, IKT och kompetens.

Kommissionen kommer regelbundet att 6vervaka framstegen och rapportera i god tid infor
Europeiska radets kommande moten. Med beaktande av resultaten av den ekonomiska
aterhdmtningsplanen for Europa kommer kommissionen ocksa att borja forbereda
Lissabonstrategin efter 2010.

4. STODJA MANNISKOR GENOM KRISEN

Den ekonomiska avmattningens effekter pd hushall och arbetstagare blir allt mer kénnbara.
Efter de senaste arens framgéngar ser vi nu en snabb och allvarlig forsimring av
arbetsmarknadsldget. Enligt kommissionens prognos kommer sysselséttningstillvixten att
vara negativ under de nirmaste tvd aren. Arbetsldsheten kommer att 6ka markant. Aven om
laget varierar frdn en medlemsstat till en annan, férvéintas den totala sysselsdttningsgraden i ar
minska med 1,6 %, dvs. ca 3,5 miljoner arbetstillfdllen, och arbetsldshetsgraden i EU kan
stiga till 10 % ér 2010.

Vissa anpassningar pa arbetsmarknaden aterspeglar de framgéngsrika strukturella reformer
som har genomforts. Tack vare dem kan sysselsdttningen forbdttras snabbt nir ekonomin
aterhdamtar sig, men det stér klart att problemen pé kort sikt kommer att vara betydande. Unga
ménniskor, personer anstillda pé korta kontrakt och migrerande arbetstagare kommer troligen
att drabbas hérdast.

4.1. Lindra krisens foljder pa det méinskliga planet

De flesta medlemsstater har infort dtgarder pa sysselséttningsomradet och det sociala omradet
for att stodja ménniskor och lindra krisens foljder pa det manskliga planet. Medlemsstaterna
gér 1 brdschen ndr det giller att bemodta dessa utmaningar, men EU-politiken tillfor ett
mervérde nédr de ska utarbeta och genomfora effektiva insatser for att 16sa de problem som ror
sysselséttning och social sammanhallning.

Medlemsstaterna har riktat in sina atgérder pa foljande fyra prioriterade omraden:

— Atgiirder for att bevara befintliga arbetstillfillen: bidrag till anstillda med reducerad
arbetstid, sdnkta socialforsdkringar for arbetstagarna, I6nesubventionering och stdd till sma
och medelstora foretag.
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— Atgirder for att sorja for ett snabbt (iter)intride pa arbetsmarknaden: yrkesutbildning
och stod till missgynnade grupper, dndringar av formaner som uppbérs pa grund av
sjukdom eller funktionshinder och nya regler for vem som &r berdttigad till
arbetsloshetserséttning.

— Atgirder for att stddja de mest utsatta grupperna: hdjd minimiinkomst eller minimilon,
utvidgad tickning for arbetsloshetsersittningen eller arbetsloshetserséttning under en
langre tid, hojda bostads- eller familjebidrag, skattenedséttningar eller skattebefrielse samt
atgirder for att forhindra dverskuldsittning eller utmétning.

— Atgirder for att stirka den sociala tryggheten och investera i infrastruktur pa det
sociala omridet och hilsoomradet: investeringar 1 bostdder, sjukhus, primérvard,
infrastruktur for langtidsvard, skolor och atgirder som underlittar att pensionsfonderna kan
fullgora sina dtaganden.

Effekterna av krisen pé sysselsdttningsomradet och det sociala omradet haller fortfarande pa
att utvecklas, och de ér allvarligare dn vad som forvédntades nér de forsta dtgdrderna sattes in.
Av denna orsak maéste insatserna pa alla nivder intensifieras for att motverka arbetslosheten
och anpassa och modernisera socialbidragssystemen och hélso- och sjukvéardsvéardssystemen.
Inkomststdd 1 kombination med aktiva atgdrder kommer att stimulera efterfragan, underlitta
ett aterintrade 1 arbetslivet och forhindra social utestingning.

For att stodja medlemsstaterna i deras insatser for att motverka krisen och genomfGra
atgiarderna for aterhdmtning stirks de befintliga finansiella instrumenten. Genom att férnya
Europeiska fonden for justering for globaliseringseffekter8 kommer denna fond att kunna
aktiveras snabbt for att stodja arbetstagare och samhéllen som drabbats av betydande
minskningar av antalet arbetstillfallen.

Genom Europeiska socialfondens (ESF) nuvarande program stods 9 miljoner arbetstagare
varje ar. Enbart under 2009 anslas 10,8 miljarder euro i bidrag genom ESF. Fonden kan svara
pa behov som hédnger ihop med krisen, t.ex. se till att utbud och efterfragan pa arbetskraft i
hogre grad motsvarar varandra, stodja gemensamma initiativ frin arbetsmarknadens parter,
frimja social innovation och partnerskap for sysselsittning eller stirka de offentliga
arbetsformedlingarna. Forenklingen av reglerna for ESF’ kommer att gdra det méjligt att
omedelbart oka forskottsutbetalningarna med 1,8 miljarder euro. I samtliga fall dir ESF:s
program behdver anpassas till de krisrelaterade behoven kommer kommissionen att se till att
programéndringarna slutfors sa snabbt som mojligt.

Medlemsstaterna maste tillsammans med arbetsmarknadens parter utarbeta ytterligare
atgarder till stod for sysselséttningen sa att de svarar mot de specifika ekonomiska villkoren
och arbetsmarknadssituationen i respektive medlemsstat, men det ar viktigt att de stimmer
overens med behoven av strukturreformer pa lang sikt. Atgirderna bor frimja den langsiktiga
processen for omstrukturering av de mest drabbade sektorerna, stirka deras konkurrenskraft
och humankapital. De bor ocksé bidra till att man kan mdta de viktigaste utmaningarna pa
lang sikt, t.ex. den é&ldrande befolkningens inverkan pé tillgdngen péd arbetskraft och
mojligheterna 1 en ekonomi med 14ga koldioxidutslépp.

8 KOM(2008) 867, 16.12.2008.
? KOM(2008) 813, 26.11.2008.
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Kommissionen fridmjar Omsesidigt ldrande och utbyte av bésta metoder mellan
medlemsstaterna for att de positiva kringeffekterna ska kunna maximeras och man ska né
fram till bittre gemensamma l6sningar pa de utmaningar utan motstycke som krisen gett
upphov till.

Foljande faktorer kan hjilpa medlemsstaterna néar det giller att utarbeta lampliga och
effektiva dtgéirder:

— Att uppritthalla sysselséittningen, bland annat genom att tillhandahalla ekonomiskt stod
for tillfdlliga flexibla arbetstidsarrangemang. Tillféllig anpassning av arbetstiden till
produktionens behov (arbetstidsforkortning) kan utgora en viktig kélla till flexibilitet nir
det géller arbetskraftsinsatser. Om omfattande fristdllningar kan forhindras kan detta lindra
krisens sociala verkningar, leda till besparingar ndr det géller uppsdgnings- och
(ater)anstdllningskostnader for foretagen och forhindra att foretagsspecifikt humankapital
gér forlorat. Sddana atgidrder méste kombineras med insatser till stod for anstillningsbarhet
och vigledning till nya arbeten, vilket gor att arbetstagarna kan ta vara pd de nya
mojligheter som ges nir konjunkturerna viinder uppat igen. Atgirderna maste samordnas
for att negativa effekter i andra medlemsstater ska undvikas.

— Att o6ka aktiveringen och tillhandahilla limpligt inkomststéd for dem som drabbats
hardast av den ekonomiska avmattningen, och till fullo utnyttja sociala férmaner, i linje
med flexicuritymodellen. I de lander dér arbetsloshetsforsdkringen &r strikt begransad
tidsmaéssigt, bor det Overvigas att tillfdlligt utvidga arbetsloshetsforsdkringen och/eller
starka bestimmelserna om minimiinkomst. Incitamenten till att dtervinda till arbetet bor
bibehallas och utsatta grupper stddjas 1 enlighet med strategin for aktiv inkludering.

— Att investera i omskolning och kompetenshdjning, sérskilt for deltidsarbetsldsa och i
sektorer pa tillbakagédng. Foretrdde bor ges till utbildning som tar sikte pd de framtida
behoven pd arbetsmarknaden, t.ex. grona jobb. Man bor dérfor kunna utarbeta prognoser
om framtida kompetensbehov. Arbetsformedlingarna bor utvecklas sé att de kan hantera en
okning av arbetslosheten.

— Att lindra finanskrisens direkta effekter for enskilda genom sirskilda atgérder for att
forhindra overskuldséttning och upprétthélla tillgdngen till finansiella tjénster. I 1inder med
pensionssystem som till stor del bygger pad forfinansiering kommer aterhdmtningen av
pensionsfonderna att vara av avgdrande betydelse for att pensiondrernas inkomster ska
tryggas nu och i framtiden.

— Att siikra den fria rorligheten for arbetstagare pad den gemensamma marknaden, som en
kdlla till nya mdjligheter. Den kan bidra till att 16sa det ldngvariga problemet med
bristande verensstimmelse mellan kompetensutbudet och arbetsmarknadens behov, dven
under nedgangen. Genom direktivet om utstationering av arbetstagare underldttas
arbetstagarnas fria rorlighet nér det géller gransdverskridande tillhandahallande av tjinster,
men det ger ocksé arbetstagarna ett effektivt skydd mot social dumpning. Kommissionen
kommer att samarbeta med medlemsstaterna och arbetsmarknadens parter i syfte att
komma fram till en gemensam tolkning av direktivet, for att se till att den praktiska
tillimpningen av direktivet fungerar som planerat, sirskilt nir det giller administrativt
samarbete mellan medlemsstaterna.

— Att Overviga stodatgirder sdsom att minska de indirekta arbetskostnaderna for
lagutbildade arbetstagare. Loneutvecklingen och skatteatgdrderna méiste ta hénsyn till
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konkurrensldget och produktivitetsokningen i de enskilda medlemsstaterna.

— Tillhandahdlla tillrdckligt med stod for atgirder mot ungdomsarbetslosheten och
problemet med ungdomar som ldmnar skolan i fortid. Om en ung ménniska under en
langre tid varken deltar 1 utbildning eller arbetsliv kan foljden bli bestdende men.
Medlemsstaterna bor bereda sig pd och uppmuntra en okad efterfrigan pé utbildning,
eftersom nuvarande studerande fortsétter sina studier och uppsagda arbetstagare soker sig
till vidareutbildning. I detta sammanhang kan det redan forutses tillvixtomraden pa
arbetsmarknaden, sdsom grona jobb”.

— Integrera atgédrder for en Oversyn av lagstiftningen om anstillningstrygghet i en strategi
for flexicurity som omfattar alla delfaktorer, for att minska segmenteringen och forbéttra
arbetsmarknadernas funktion.

4.2, Ett europeiskt toppmaote for sysselsittningen

En EU-strategi kan ge ett mervérde till medlemsstaternas anstringningar att mota utmaningen
pa sysselsdttningsomrddet, samtidigt som snedvridande effekter kan undvikas. EU:s
sysselsdttningstoppmote i maj erbjuder en mdjlighet att gora en analys av ldget och komma
Overens om ytterligare, konkreta atgirder. Toppmotet, som forbereds tillsammans med
arbetsmarknadens parter, kommer att bygga pa de framsteg i friga om den férnyade sociala
agendan som gjordes under fjolaret.

For toppmotet har foljande tre mal stillts upp:

— Det bor bidra till att snabba upp aterhdmtningen genom att fokusera péd strukturella
reformer, for att skapa mer flexibla och tryggare arbetsmarknader som dr 6ppna for alla.

— Det bor komma dverens om en samlad strategi for att minska krisens sociala verkningar.

— Motet bor ocksa lansera ett nytt samforstind med arbetsmarknadens parter och andra
berdrda parter om hur socialpolitiken ska moderniseras for att gagna béde arbetstagare och
arbetsgivare.

Sarskilt fokus kan ldggas pd atgirder for att motverka arbetsloshet, med tyngdpunkt pa att
integrera yngre och mer utsatta arbetstagare pa arbetsmarknaden. Toppmdétet bor granska hur
EU:s politik battre kan stodja medlemsstaternas insatser, sdrskilt for att atgarda de strukturella
svagheterna pa arbetsmarknaderna, i linje med rekommendationerna i Lissabonstrategin for
tillvaxt och sysselsittning.

Toppmotet kommer att forberedas med arbetsmarknadens parter och i samrad med alla
berorda intressenter. For att erhalla synpunkter pa toppmotets teman och eventuella resultat
kommer kommissionen att anordna en rad workshopar i olika medlemsstater, for att
sammanfora foretrddare for Europaparlamentet, arbetsmarknadens parter, icke-statliga
organisationer och det civila samhéllet. De utgdr ett komplement till kommissionens
pagaende utbyte med medlemsstaterna och arbetsmarknadens parter inom ramen for den
europeiska sociala dialogen. Denna breda och 6ppna forberedelseprocess bor fungera som en
solid bas f0r att skapa ett brett samforstand om en rad konkreta fragor i maj.
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5. FRAMJA GLOBAL ATERHAMTNING: DET EUROPEISKA BIDRAGET TILL G-20-
TOPPMOTET

Denna kris dr vérldsomspannande. Den hastighet och kraft med vilken en chock i en
systemviktig finansmarknad péverkade det finansiella systemet och spred sig till
realekonomierna runtom i vérlden har visat omfattningen av det globala Omsesidiga
beroendet.

EU spelade en ledande roll i arbetet med att vicka insikt om behovet av globala 10sningar.
Som en f6ljd av EU:s initiativ kunde man vid toppmotet 1 Washington i november 2008 na
enighet om en handlingsplan for att fornya de internationella finansiella strukturerna i linje
med globaliseringens realiteter.

EU maste fortsétta att tala med en rost vid G-20-toppmétet i London den 2 april. Med tanke
pa var langa och framgéngsrika erfarenhet av regional marknadsintegration och effektivt
institutionsbyggande kan vi vara en stark och inflytelserik partner i detta arbete.

I takt med att genomforandet av den ekonomiska dterhdmtningsplanen for Europa tar fart och
mot bakgrund av en ambitiés reform av de europeiska finansmarknaderna har Europeiska
unionen mycket goda forutsittningar att visa vigen genom att foresla konkreta lI6sningar som
kan ge effektiva resultat pa global niva.

Dessa insatser bor vara forenliga med behovet av globala losningar ndr det giller
klimatforindringarna. Overgéngen till ett utslippssnalt samhille borde skapa nya méjligheter
for tillvaxt inte bara 1 Europa utan runtom i virlden. Toppmotet i London bor dérfor bekrifta
sitt engagemang for ett ambitiost Overgripande resultat av FN:s forhandlingar om
klimatfordndringarna i Képenhamn i december 2009.

Vi bor ocksa se till att toppmotet i London ger klara besked om behovet av att de globala
marknaderna forblir dppna. Aven om man i hela virlden erkiinner att den historiska
erfarenheten av protektionism i konjunkturnedgéngar &r katastrofal, kan det finnas starka
inhemska patryckningar for att infora restriktiva atgiarder. Det fordras ett entydigt budskap for
att motverka dessa hot.

Potentiella EU-kandidater och grannlédnder drabbas ocksd av krisen. Kommissionen stér fast
vid sitt atagande att samarbeta med europeiska och internationella finansinstitut for att stodja
dessa ldnders ekonomiska stabilitet och utveckling. Kommissionen har vilkomnat den
handlingsplan som utarbetats av Europeiska banken for ateruppbyggnad och utveckling, EIB
och Virldsbanken 1 syfte att [dimna bistand for att starka banker och stodja utldningen till vissa
ekonomier i Central- och Osteuropa.

Mot bakgrund av den globala krisens och den resulterande avmattningens langtgaende
effekter pd utvecklingsldnderna maste vi slutligen sta fast vid vért atagande att hjilpa dessa
lander genom krisen, ut ur fattigdom och till hallbar tillvixt. Det dr av avgérande betydelse
for den globala &terhdmtningen i en hallbar dppen ekonomi att vi hjélper dem att uppnd
millennieutvecklingsmalen.

EU maéste uppfylla sina ataganden om offentligt utvecklingsbistdnd s att detta, tillsammans
med andra tillgdngliga medel, kan anvidndas for att stimulera tillvixt, investeringar, handel
och sysselsdttning. Genom kommissionens, medlemsstaternas och EIB:s olika instrument bor
EU fokusera pa omraden som jordbruk, klimatfériandring och infrastruktur diar en direkt
konjunkturutjimnande effekt kan dstadkommas. Dessa insatser bor kompletteras med ett stort
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ansvarstagande fran utvecklingslindernas sida for att garantera god makroekonomisk och
finanspolitisk styrning.

Vid toppmoétet i London bor EU, i enlighet med sina pagéende interna beslut, frimja en
overenskommelse om en heltickande uppséttning konkreta resultat. Vid toppmotet bor
bestimda &taganden goras om att forbéttra det globala finansiella systemet och
regelsystemet sd att alla relevanta aktorer och instrument underkastas 1dmplig reglering och
tillsyn, genom att foljande atgéirder vidtas:

Okad insyn och ansvarsskyldighet: Savil bankernas stabilitetsregler som
redovisningsstandarderna bor forbittras genom att man bygger in konjunkturutjamnande
mekanismer och beaktar det verkliga vérdet pa ett korrekt sitt. Bankernas kapitalkrav bor
battre avspegla likviditetsriskerna och incitamenten avseende vérdepapperisering bor
justeras. Styrelseformerna i International Accounting Standards Board bor forbittras.

Frimjande av sund reglering: Regleringen och tillsynen, sdrskilt Baselkommitténs
stabilitetsnormer, bor utvidgas till alla relevanta systemaktorer — hedgefonder, private
equity och andra icke-reglerade kreditinstitutioner. Kreditvdrderingsinstituten bor
underkastas stringa krav for att garantera kreditvérderingarnas kvalitet och 6ppenhet samt
for att se till att inga intressekonflikter foreligger. Principerna for loner och andra
ersdttningar bor justeras for att undvika overdrivna risker pa kort sikt och bli foremél for
tillsyn.

Frimjande av integritet pa finansmarknaderna: Det bor upprittas en forteckning over
icke-samarbetsvilliga jurisdiktioner och en uppsittning gemensamma atgarder mot dessa
ndr det géller tillsyn, insatser mot penningtvitt, finansiering av terrorism och beskattning.
Banker bor avskrickas fran att verka i offshore-centrum'® genom hogre stabilitetskrav och
strangare bestimmelser om insyn. Reglerna om innehav av och dverforing av formedlade
sdkerheter bor harmoniseras pé global niva.

Forbittrad internationell samordning av tillsynen: Globala tillsynskollegier bor inrittas
och ges de befogenheter som krivs for att de ska vara effektiva. Tillsynsmyndigheterna bor
utbyta god praxis och frimja en global konvergens 1 fraiga om praxis.

Forum for finansiell stabilitet bor utvidgas fore toppmotet den 2 april till att omfatta alla
viktiga tillvixtekonomier och Europeiska kommissionen.

Reform av de internationella finansinstitutens styrelseformer: Toppmotet i London bor
enas om en tidsplan for ytterligare reformer av Internationella valutafondens och
Virldsbankens styrelseformer. Systemet for utndmningar av héga tjinstemén i bdda dessa
institutioner bor ses dver.

Forstirkning av IMF: Medlemsstaterna bor gemensamt bidra till en tillféllig fordubbling
av IMF:s resurser. IMF bor stirka sin dvervakning genom att fordjupa bevakningen av
finansvdsendet, stirka den multilaterala Overvakningen och genomféra multilaterala
samrad som omfattar en ordnad justering av globala obalanser. Samarbetet med Forum for
finansiell stabilitet bor forstirkas och effektiva gemensamma mekanismer for tidig varning
bor inrittas. IMF bor regelbundet utvirdera medlemmarna 1 Forum for finansiell stabilitet

Kommissionen kommer inom kort att ligga fram forslag om informationsutbyte och dppenhet nir det
géller skattefragor i EU och med tredjelinder.
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och andra systemrelevanta linder och de svagheter som iakttas bor inforlivas i mekanismen
for tidig varning. Reformerna bdr omfatta interna forfaranden och sékerstilla att de
viktigaste slutsatserna fran IMF:s Gvervakning inforlivas i Internationella monetira och
finansiella radet (International Monetary and Financial Council).

Utveckling av Virldsbanken och regionala utvecklingsbanker: Bankerna bor
genomfora de instrument som de har till forfogande pa ett flexibelt sitt for att tidigareldgga
stodet 1 syfte att mildra krisens effekter, sérskilt for utsatta befolkningar. Lamplig
finansiering bor sikerstéllas for deras verksamhet.

Toppmotet bor stodja balanserad tillvixt pa de globala marknaderna genom att f6ljande
atgirder vidtas:

— Frimjande av en global dterhimtning genom fortsatt internationell samordning av

finanspolitiska atgirder och av deras verkliga effekter. EU gor sitt 1 den globala
anstrangningen for att aterstélla tillvéxten. Det internationella samarbetet bor sdkerstilla att
de aktuella finanspolitiska atgirderna &r forenliga med langsiktig finansiell héllbarhet.
Tillrdckliga investeringar bor dessutom goras i langsiktiga strategier som innovation,
utbildning, energieffektivitet och ett utslappssnélt samhélle. Nar dterhdmtningen vél tar fart
ar en ordnad och samordnad omvindning av de makroekonomiska stimulansdtgirderna
berittigad.

Frimjande av ett oppet handelssystem som ett komplement till de finanspolitiska
stimulansatgirderna. G20-ldnderna bor striva efter en ytterligare 6ppning av de globala
marknaderna. Nyckeln till detta dr att snabbt slutféra Doha-rundan pa grundval av
befintliga forhandlingstexter om jordbruk och industrivaror. Toppmdtet i London bor
bekrifta en kraftfull gemensam hallning mot protektionism i enlighet med det d&tagande om
att inte dndra regelverket (standstill commitment”) som Overenskoms 1 Washington och
den effektiva overvakningsmekanism som inréttats inom ramen for WTO. Partnerna i G-20
bor ge uttryck for en gemensam beslutsamhet att genomfora detta atagande pd hogsta
politiska niva.

Lansering av ett multilateralt initiativ om handelsfinansiering till stod for
Virldsbanksgruppens och andra relevanta multilaterala utvecklingsorgans insatser for att
utvidga sin verksamhet inom handelsfinansiering.

Frimjande av den globala utvecklingen ar en del av 16sningen av den globala krisen och
bidrar till fred och stabilitet runtom 1 véarlden. Toppmétet 1 London bor bekréfta atagandet
att stodja utvecklingslédndernas insatser for att skapa tillvdxt och kampen mot fattigdom,
sarskilt genom att dstadkomma resultat 1 frdga om millennieutvecklingsmélen. For att
underldtta utvecklingsldndernas aktiva deltagande i den internationella handeln bor G-20-
landerna uppfylla sina 16ften om bistdnd for handel” och ge de minst utvecklade linderna
tilltrade till sina marknader utan tullar och kvoter.

SLUTSATSER

I detta meddelande faststills hur Europeiska unionen kan bygga pa de dtgirder som redan
vidtagits for att hantera den finansiella och ekonomiska krisen. En ny fas inleds nu i och med
genomforandet av EU:s aterhdimtningsplan varvid atgérderna méste samordnas pa ett effektivt
sdtt sa att de pd bidsta sitt kan bista foretag, hushall och samhéllen 6ver hela Europa.

20

SV



SV

Meddelandet aterspeglar de diskussioner som stats- och regeringscheferna forde den 1 mars
2009 och betonar att aterhdmtningen kommer att underlittas om atgérder i en medlemsstat
utformas sé att de ger upphov till ett uppsving i andra medlemsstater. En effektiv samordning
kommer att géra den inre marknaden till en sprdngbréida for aterhdmtning.

Kommissionen uppmanar Europeiska radet att vid sitt vdrmote gora foljande:

Enas om behovet av ett nytt paket med atgérder for att reformera finanssektorn
inbegripet en ny ram for tillsynen av EU:s finanssektor pad grundval av de
Larosiere-gruppens arbete, och besluta om huvudbestandsdelarna i denna nya ram
vid Europeiska raddets mote i juni pd grundval av ytterligare forslag fran
kommissionen, samt uppmana radet och FEuropaparlamentet att prioritera
antagandet av de forslag om reglering av finansiella tjinster som kommissionen
kommer att ldgga fram under de kommande manaderna.

Uppmana medlemsstaterna att vidta de atgérder som krdvs for att sdkerstilla
langsiktig ekonomisk stabilitet sd snart som de ekonomiska villkoren mojliggor

detta, 1 enlighet med den reviderade stabilitets- och tillvixtpakten.

Uppmana medlemsstaterna att pédskynda genomforandet av sina nationella
aterhdmtningsplaner och strukturreformer.

Uppmana medlemsstaterna att tillimpa de gemensamma principerna i avsnitt 3.2
nér de utformar och genomfor atgérder for att stirka realekonomin.

Uppmana medlemsstaterna att pa ett effektivt sétt stodja ménniskor genom krisen
genom att anvédnda dtgédrder som beskrivs 1 detta meddelande.

Stdlla sig bakom processen for fOrberedandet av det europeiska
sysselsittningstoppmotet i maj.

Godkinna den gemensamma europeiska stdndpunkten infor G-20-toppmotet i
London.
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Annex I

A PROGRAMME FOR FINANCIAL MARKET REFORM

To deliver responsible and reliable financial markets for the future, the Commission will
propose an ambitious new reform programme in the course of this year with five key
objectives:

(a) Providing the EU with a supervisory framework that detects potential risks
early, deals with them effectively before they have an impact, and meets the
challenge of complex international financial markets;

(b)  Filling the gaps where European or national regulation is insufficient or
incomplete, based on a "safety first" approach;

(c) Ensuring that European investors and small and medium-sized companies can
be confident about their savings, access to credit and their rights as investors in
financial products;

(d) Improving risk management in financial firms and aligning pay incentives
with sustainable performance;

(e) Ensuring more effective sanctions against market wrongdoing.

Reforming the European supervisory framework

One of the major lessons of the crisis was that when it came to the crunch, cross-border
supervisory cooperation was ineffective and unresponsive. The EU's supervisory system has
failed to adjust to the complexity, internationalisation and inter-linkages of financial markets.

Building on the recommendations of the de Larosieére Group, the Commission will present a
European financial supervision package before the end of May 2009, for decision at the June
European Council. The legislative changes to give effect to these proposals will follow in the
autumn and should be adopted in time for the renewed supervisory arrangements to be up and
running by the end of 2010. The package will include measures to establish a European body
to oversee the stability of the financial system as a whole and proposals on the architecture
of a European financial supervision system.

It is also crucial to strengthen the EU's crisis management and intervention mechanisms.
Appropriate crisis intervention tools must be available in all Member States to allow early
intervention in ailing banks or insurance firms to stabilise the financial sector, ensure
confidence in the financial system and guarantee the continuity of key financial services,
whilst minimising the costs to the taxpayer. Given the increasing degree to which the EU
financial market is integrated, cross-border crisis arrangements need to be efficient and
generate confidence among Member States. The Commission will publish a White Paper on
early intervention by June 2009.
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Stronger, more comprehensive and 'safety-first' regulation

The crisis exposed certain shortcomings in current European and national regulatory
frameworks. It also brought to light the problems of a fragmented and incomplete regulatory
coverage of the financial sector. Parts of the financial system were free from any effective
regulatory oversight. Some complex financial products were inadequately understood or
regulated. Debates have very much focused on hedge funds and private equity. By the end
of April the Commission will come forward with legislative proposals to ensure appropriate
oversight and regulation of these and other systemically important market players.

Equally, there needs to be better capitalisation and less debt and leverage. The
Commission is therefore reviewing the prudential treatment of bank's trading activities and
will reinforce both the level and the quality of capital. In particular, it will:

reinforce capital requirements for trading book activities (i.e. the capital
requirements related to assets that banks hold for short-term resale). This proposal
will be introduced in the context of the revision of the Capital Requirements
Directive (CRD), to be presented by June 2009;

upgrade capital requirements for complex securitisations, both in the banking
and the trading book. This proposal will also be introduced in the context of the
revision of the Capital Requirements Directive (CRD), to be proposed by June
2009;

mitigate any excessive procyclicality of existing capital requirements through
measures including the possibility of building up additional reserves in good
times. It is also crucial to provide good and transparent accounting treatment of
these counter-cyclical buffers ('dynamic provisioning'). Conversely, banks should
be allowed to reduce capital buffers during difficult times, thus ensuring adequate
availability of capital over the whole economic cycle. A report on "excessive"
pro-cyclicality in the CRD will be presented by the end of 2009;

initiate a rolling programme of actions to introduce a far more consistent set of
supervisory rules. Key differences in national legislation stemming from
exceptions, derogations, additions made at national level or ambiguities contained
in current directives should be identified and removed, so a harmonised core set of
standards is defined and applied throughout the Member States;

work on measures supplementary to risk-based requirements in the CRD. In the
G-20 and the Basel Committee fora, the Commission has already raised the need
for a new and simple metric to supplement the existing risk-based capital
requirements (e.g. addressing leverage and/or liquidity risk). The international
dimension and the need for coordination and coherence are important when
developing this work. Nevertheless, the specific needs of the EU banking system
may require the EU to adopt different measures that are most suited to its own
needs. The Commission will present proposals in autumn 2009.

The EU also needs to act to avert the dangers of complex financial products that pose
systemic risks. The Commission will come forward with initiatives to make sure that the
industry uses central counterparty clearing for such products. On 19 February, the industry
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confirmed its engagement to use EU-based central clearing for eligible EU contracts by end-
July 2009. Signatories will work closely with infrastructure providers, regulators and the
European authorities including the ECB in resolving outstanding technical, regulatory, legal
and practical issues. Moreover, as part of a review of complex financial products the
Commission will present a report on the use of derivatives by June 2009 and will follow this
up with appropriate initiatives to increase transparency and address any financial stability
concerns.

The Commission will also introduce legislation to simplify and harmonise the national
substantive laws regarding securities holding and transaction in the EU by the end of 2009.

While the UCITS regulatory framework has worked well during the crisis in shielding
investors from exposure to risks other than market risk, some weaknesses have been revealed.
Particular attention will be paid to money market funds and the lessons from the alleged
Madoft fraud.

Reinforcing the protection of investors, consumers and small companies

The interests of European investors, consumers and SMEs, must be at the centre of the
reform. Additional measures are needed to reinforce depositor, investor and policy holder
protection, covering the overall adequacy and scope of a broad range of existing financial
market directives.

An effective and comprehensive legal framework for retail financial services needs to be put
into place. The Commission will therefore:

e come forward with a Communication by April 2009 on retail investment
products. This will explain the legislative actions that the Commission will
propose to strengthen the effectiveness of safeguards to be respected when
financial institutions market, sell or recommend packaged investment products to
retail investors. These measures will aim to create a regulatory environment that
takes account of consumer behaviour, delivers clear comparable pre-contractual
information to investors, places clear responsibilities on financial intermediaries
to help retail investors in selecting investments adapted to their needs and risk
profile;

e review, by the end of the year, the adequacy of existing deposit guarantee
schemes in banking, securities and insurance and make appropriate legislative
proposals;

e reflect on how to ensure responsible lending and borrowing, including a reliable
framework on credit intermediation. A public hearing on responsible lending and
borrowing will be organised in July 2009. Follow-up measures will be presented
by autumn 2009;

e ensure that the voice of European investors is much more strongly heard on all
financial issues. The Commission therefore proposes to provide direct funding to
facilitate the capacity-building of investor stakeholders to represent their interests
in financial services policies at EU level, through training, research and
information. A proposal will be presented by the end of 2009;
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e promote the strengthening of financial education throughout Europe, by
continuing to help teachers to incorporate financial matters into the school
curriculum, while respecting the competence of Member States in the field of
education;

e cxamine ways to ensure that foreclosure procedures are avoided wherever
possible, to prevent citizens from losing their homes. A report setting out best
practices in this area will be published by the end of this year;

e come forward by mid-2009 with proposals to ensure that the full benefits of a
Single Euro Payments Area are realised.

Improving risk management and getting pay incentives right

Pay and bonuses inside many financial institutions have been inappropriate and too orientated
towards excessive risk-taking. Questionable profits and short-termism have been rewarded.
Long-term planning was ignored. Controls by shareholders were almost non-existent. If
financial institutions are to earn back the trust and confidence of the European investors and
businesses, action must be taken on corporate governance and remuneration structures.

The Commission will strengthen its 2004 Recommendation on remuneration of directors of
listed companies by April 2009. On remuneration schemes in the financial sector, perverse
incentives and excessive risk-taking must be urgently addressed throughout firms. In April the
Commission will therefore also table a new Recommendation specifically on remuneration
in financial services. In autumn, the Commission will, in the context of the revision of the
Capital Requirements Directive as well as in other relevant sectoral legislation, provide that
supervisory authorities may impose capital ‘sanctions’ on financial institutions whose
remuneration policy is found to generate unacceptable risk.

More generally, the Commission will examine the application of the Basel Committee
recommendations on corporate governance for banks. By the end of 2009 the Commission
will report on current practices. Regulatory action may have to be initiated on the basis of this
analysis.

Making sanctions more of a deterrent

If confidence is to return to markets and adequate incentives for good behaviour are to be put
in place, investors, consumers and companies must be confident that misbehaviour within the
financial industry will be dealt with quickly, fairly and effectively. At present, sanctioning
regimes are often weak and quite heterogeneous. The Commission is examining this issue
and will report to the ECOFIN Council in autumn 2009. In this context, the Commission will
review the Market Abuse Directive by autumn 2009. In the light of this review, it will make
proposals on how Member State sanctions should be strengthened and adequately enforced.
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Annex II

STRUCTURAL REFORM STIMULI MEASURES IN RESPONSE TO THE EERP

1. An overview and some first general insights.

Structural reform measures are a central part of the EERP. The December European
Council endorsed a multifaceted European Economic Recovery Programme (EERP). Inter
alia, it called for an overall fiscal stimulus equivalent to 1.5% of EU27 GDP as well as for
priority to be given to structural reform measures as part of the Lisbon strategy for Growth
and Jobs. Thus, the EERP recognised that while the aim of structural reforms is to tackle
long-run strategic challenges, many measures can immediately contribute to recovery efforts
by sustaining aggregate demand, supporting employment, addressing competitiveness
problems and protecting incomes of disadvantaged groups.

Member States have taken relevant action across a broad spectrum of policy areas. Based
on information drawn from National Reform Programmes, stability/convergence programmes
and a consultation with national authorities via the Economic Policy Committee and the
Employment Committee, some 500 measures have been identified which are relevant for the
recovery process in 2009 and 2010. These can be grouped under four broad policy types
namely: 1) measures and reforms aimed towards supporting industrial sectors, businesses and
companies; i1) measures and reforms aimed at supporting a good functioning of labour
markets; ii1) measures and reforms aimed at supporting investment activity; iv) measures and
reforms that support household purchasing power, including social policies.

It is too early to comprehensively assess the impact of these measures, but some first insights
can already be drawn. As shown on Table 1, a substantial part of the measures (32% of the
measures in the data set) fall under the heading of "supporting investment activity", reflecting
a degree of commonality across Member States. Of the 500 measures for which information is
available, some 30% are classified as "supporting industrial sectors, business and companies",
whilst lowest share (16%) is for to "supporting the labour market", which may reflect the
lagging impact of the slowdown on the labour market so far. More than half (55%) are
considered to bolster "aggregate demand", and a large share (28%) are considered relevant for
supporting employment. Interestingly, approximately half of all measures were already
planned as part of medium-term reform strategies, and the other half can be considered as a
new response of governments to the slowdown.

The fiscal space is diminishing and there is growing evidence that measures have cross-
border spill-over effects raising questions as regards the effectiveness and protection of the
single market. A first reading suggests that many measures are in areas identified as
potentially useful in the EERP, and there are no obvious cases of rolling-back past reform
measures or repeating major policy errors, e.g. widening access to early retirement schemes
which reduces labour supply or large scale direct employment creation schemes which have
proved ineffective. There is nonetheless an opportunity to better understand the effectiveness
of measures in coming months. An exchange of best practices can help to improve mutual
learning and enhance the effectiveness of measures in order to use the potential of the single
market to the full.
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Table 1: Overview of structural reform measures relevant for recovery programmes
based on available information

Policy type Economic policy objectives Status
1. Supportin ) .
Member indus?r‘i)al o i.gSol;p;pomng 3. Supporting ?r;eSuppomng Sustaining - Addressing  Frotecting  Jimplementati Frontioading/
States sec?ors, functioning of . household |aggregate Sustaining competitiven incomes of Jon OT upgr?dlng of New action
businesses labour |nvg§tmen\ purchasing |demand employment ess problems disadvantagelmedium term medium term
and activity d groups agenda agenda
companies markets power
BE 6 12 5 6 9 14 3 6 6 1 18
BG 6 8 7 1 9 9 3 1 11 2 6
cz 6 2 18 2 25 10 1 0 15 0 11
DK 2 0 3 2 7 0 0 0 2 1 3
DE 11 6 6 12 18 13 0 4 2 4 24
EE 2 3 9 0 9 7 0 0 9 2 1
IE 2 0 6 2 8 2 0 1 6 1 1
EL 5 7 6 4 1 4 5 3 12 0 3
ES 21 5 9 13 20 10 10 4 5 2 12
FR 19 6 11 13 26 7 2 1 10 3 16
IT 6 2 8 5 9 4 4 2 6 1 10
cYy 3 0 7 2 10 4 1 0 6 0 4
Lv 8 2 8 5 6 2 5 4 9 3 3
LT 4 3 13 1 14 7 1 3 10 2 11
LU 6 1 7 5 10 5 2 1 6 0 7
HU 6 2 6 2 12 7 0 1 3 2 7
MT 3 2 3 2 6 4 2 0 4 3 2
NL 8 3 3 5 14 3 0 2 3 2 10
AT 11 3 9 9 16 6 2 0 4 0 3
PL 8 4 19 3 20 6 3 2 18 2 8
PT 11 5 5 5 19 9 1 3 1 3 12
RO 11 6 3 5 9 4 0 2 0 0 21
Sl 7 1 9 0 10 6 5 0 5 0 2
SK 3 2 2 0 5 3 0 0 1 1 4
FI 2 2 4 2 6 6 2 0 3 1 6
SE 5 6 3 8 6 7 1 1 2 3 4
UK 5 4 6 4 9 6 4 3 1 8 7
total EU27 187 97 195 128 323 165 57 44 160 47 216
% Total 31% 16% 32% 21% 55% 28% 10% 7% 38% 11% 51%

Note: In some cases, a measure can be relevantly classified under two policy type headings or to contribute to multiple policy
objectives. The resulting "double counting" implies that in the summary tables reported below, the total sum of measures are
not always equal to 503, but can be more or less. For example, they have been classified 607 times under the different policy
types. Finally, the status of 80 measures needs clarification and these measures have, therefore, not been included.

2. A closer look at individual policy areas
Measures aimed at supporting industrial sectors, businesses and companies

These account for 31% of all actions (see Table 2). The majority of these measures (60%) are
designed to alleviate financing constraints of businesses and SMEs, which seems to reflect the
very restrictive credit conditions facing companies. They are envisaged in practically all
Member States. Many measures are very similar in nature to existing SME access-to-finance
schemes which address market failures associated with information asymmetries, and thus
they tend to focus either on increasing the volumes of subsidised loans or loan guarantees
available and/or their concessionary nature. Measures bolstering sector-specific demand
represent about 16% of the proposed actions. Most measures are fiscal incentives or direct
subsidies to consumers in the car, tourism and construction sectors, sometimes also related to
environmental policy objectives, such as CO, emissions.

An example are measures in support of demand in the car industry (AT, DE, ES, FR, IT, LU,
RO) which couple tax exemptions for cars with lower CO, emissions with a direct financial
incentive for scrapping an old vehicle when buying a new one. Measures providing non-
financial support to businesses concern mainly reductions in administrative burdens or the
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expansion of special public SME support services: they are envisaged in 12 Member States.
Sector-specific direct subsidies to firms are only proposed in nine Member State (BE, CY,
EL, ES, FR, IT, LU, AT, SE) and concern fiscal advantages and aid to lengthen the maturity
structure of debt for companies in the real estate sector as well as the creation of a fund to aid
strategically important sectors. It can also be mentioned that in many countries, investments in
social services infrastructures (incl. health care, social housing, child care, long-term care) are
intended to boost the construction sector and generate labour demand, while improving access
to various social services (CZ, DE, DK, FI, IE, HU, LT, PT,RO, SK, SE, UK).

As noted above, measures which provide specific support to individual sectors warrant
reflection to ensure efficiency at EU level. A key question is whether the focus of sector
specific actions should be on supporting workers, with a high priority on demand side
measures.

Table 2: Summary of structural reform measures; business sector and labour markets

1. Supporting industrial sectors, businesses and companies 2. Supporting a good functioning of labour markets
. 1.3 Non- . 24 2.5 Easing
;n‘;:;z:g 1.2 Sector- financial 1.4 Sector- ;t.‘ajt:artlal 21 22 3 Unemploy  labour market
Member constraints s‘ ecific measures s‘ ecific takeovers of Promoting  Temporary R’leduction ment transitions
States for dgmand supporting d?rect large non- wage working- of tax on benefit (training,
. business . arge n moderatio  time system placement,
businesses/  support subsidies financial . labour . N
SMEs (e.g. companies n. reduction and social  other job-
regulatory) P assistance  search help)
BE 4 0 1 1 0 0 0 7 1 4
BG 3 1 2 0 0 1 1 1 1 4
cz 6 0 0 0 0 0 0 2 0 0
DK 2 0 0 0 0 0 0 0 0 0
DE 8 3 0 0 0 0 2 1 2 3
EE 0 0 1 0 0 1 0 0 1 1
IE 1 1 0 0 0 0 0 0 0 0
EL 3 0 0 2 0 0 0 1 3 3
ES 7 2 4 7 0 0 0 2 1 2
FR 9 7 0 3 0 0 1 3 1 2
IT 1 1 1 1 0 0 0 2 0 1
cYy 0 1 0 2 0 0 0 0 0 0
LV 7 1 0 0 0 1 0 0 0 0
LT 1 0 2 0 0 1 0 1 0 1
LU 3 2 0 1 0 0 1 0 0 0
HU 4 0 2 0 0 0 0 0 0 1
MT 0 2 1 0 0 0 0 1 0 2
NL 7 1 0 0 0 0 2 0 0 1
AT 7 1 1 2 0 0 1 0 0 2
PL 5 1 2 0 0 0 0 2 0 1
PT 6 2 3 0 0 0 0 3 1 4
RO 8 2 2 0 0 2 0 1 1 2
Sl 6 0 0 0 0 0 1 1 0 0
SK 2 1 0 0 0 0 0 0 0 2
FI 2 0 0 0 0 0 0 1 1 1
SE 4 0 0 1 0 0 0 4 0 2
UK 4 1 0 0 0 0 0 0 0 3
Total EU27 110 30 22 20 0 6 9 33 13 41
% Total 60% 16% 12% 11% 0% 6% 9% 32% 13% 40%
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Measures and reforms aimed at supporting a good functioning of labour markets

These account for 16% of measures in the information set. Many of them facilitate flexibility
within firms (through retraining and working time arrangement) or labour market transitions
(through job placement, training, and encouragement to geographical mobility). Temporary
working-time reductions and flexible working-time arrangements might prove to be a key
instrument to prevent mass lay-offs during times of crisis. Measures extending or introducing
new forms of support to short-time schemes are recorded in AT, BG, DE, LU, NL, PT and SI.
In some countries, these arrangements have been agreed or in the process of negotiation with
social partners (AT, LT) and, in some cases, the cancelled hours of work are used for training
and lifelong learning activities (DE, CZ, HU, SI). A wide variety of reforms focus on easing
labour market transitions by increasing training opportunities (e.g. in BG, FI, IE, IT, PT) and
strengthening the public employment agencies to limit the friction in the labour market and
enhance the matching process between workers and firms (AT, ES, DE, EL, FR, PT, RO,
UK). The improvement of the job-search counselling to the unemployed and the
modernization of public employment services (PES) are a priority in several Member States
(for example in BE, DE, DK, ES, FI, FR, HU, LT, NL, SE, SK, UK). Some countries are
making recently laid off people and new unemployed people a priority group for ALMPs (e.g.
BG, EL, ES and FR). Others are providing funds to encourage start-ups (AT, PT) or self-
employment (CZ, ES, LT, SE, SI). Reduction of taxes on labour is applied in many Member
States (32% of labour market measures) and can boost both labour demand and labour supply
while supporting household purchasing power. General cuts in social security contributions
have for example been implemented or planned in SE and RO, whereas targeted tax cuts
(generally on the low-skilled and low-paid) are recorded in several Member States (such as
AT, BE, BG, CZ, DE, ES, FR, IT, FI, MT, PL, PT, RO and SE ). These actions need to be
seen together with targeted changes in the design of unemployment benefit systems, which
have been applied or planned in a number of countries. Such measures tend to take two main
directions, either guaranteeing an adequate safety net by increasing the level of
unemployment benefits (BG, FR), extending their duration (LT, RO) or coverage (ES, FR,
FI), or fostering activation (e.g. BG, CZ, DK, IT, SK).

Finally, important measures to promote wage developments in line with productivity have
been taken by some non-euro area countries, especially those with large current account
imbalances. While EE, LV and LT have cut the public sector wage bill, BG has aligned
incomes in the public sector to productivity growth: these developments may contribute to
restore competitiveness positions. The overview again point to the need to look at policy
responses also from the perspective of cross-country spill-over effects, for example, for
temporary working time reductions and targeted transfer payments.

Measures to support investment activity

These account for 32% of measures in the information set (see Table 3). Regarding physical
infrastructure (42% of investment measures), many measures consist of investment in roads,
railroads, ports and airports, but also measures to increase the share of renewable energy.
Also, most transport infrastructure projects imply regular implementation of medium term
agendas, in many cases co-financed from Structural and Cohesion funds. Energy efficiency
measures (25%) vary according to their targeted beneficiary, i.e., households or firms. Such
projects usually consist of financial instruments for promoting investments (e.g. subsidies,
loans with lower interest rates, tax credits), regulatory instruments (regulations for buildings,
regulations on energy saving production), and public grants for certain types of investment.
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R&D and innovation (33%) measures mostly consist of funding activities (i.e., increase R&D
spending), both across the economy, specifically targeted at start-ups, SMEs, sectors (e.g.
automobile), specific purposes (e.g. green transport, biotechnologies), and institutions (such
as universities). Other measures concern patent regulations, develop or implement R&D plans
and support the recruitment of researchers. While the majority of infrastructure measures have
specific budgets and clear timelines, the budgets and transposition of R&D investment
measures are less certain. Nevertheless, a number of Member States have announced
ambitious new increase in investment funding (for example DE). AT, LU, FI, ES, and UK are
among countries that plan significant increase in investment in 2009-2010 either as new or
frontloaded projects. Recently acceded Member States appear to prioritise existing
commitments that are often co-financed by the Structural Funds.

A first assessment tentatively suggests that more than half of measures could come on stream
in 2009 and 2010, thus bolstering aggregate demand in this period. Some projects may
produce positive spill-over effects on other Member States and contribute to value added at
EU level. For example, about a third of countries plan to modernise railway infrastructure,
including projects in the TEN-T network, and about half of all physical infrastructure
investments are co-financed from Structural Funds. Going forward, the demand will need to
focus on efficiency especially as public investment budgets will come under pressure given
fiscal consolidation needs. One key question is whether more emphasis should be placed ion
the maintenance of existing infrastructure and the upgrading private housing (e.g. energy
efficiency) as opposed to large scale new projects.

Table 3: Summary of structural reform measures — investment and purchasing power

3. Supporting the investment activity 4. Supporting the household purchasing
power
4.3
Member Houslehold
States 3.1 Physical 3.2 Energy 3.3 R&D and 4.1 Income 4.2 Income subs.l_dy for
infrastructure efficiency innovation support, support, certain type
general targeted of
goods/servic
es
BE 3 1 o 2 4 [0}
BG 1 1 3 0 1 0
cz 8 1 8 2 (0] (0]
DK 1 1 1 2 [0} [0}
DE 2 2 o 4 5 1
EE 2 1 6 (0] (0] (0]
1IE 2 4 (0} [0} 1 1
EL 1 [0} 3 1 3 (0]
ES 1 1 1 8 3 2
FR 4 1 1 3 5 4
IT 1 3 4 (0] 4 1
cY 3 2 1 [0} 1 1
Lv [0} [0} 3 1 4 [0}
LT 6 3 4 4 4 1
LU 4 1 2 1 1 3
HU 3 (0] (0] (0] 1 [0}
MT 1 2 (0} 2 [0} [0}
NL 1 1 1 3 2 [0}
AT 1 4 3 1 6 2
PL 9 3 4 1 1 [0}
PT 2 3 (0} 1 4 [0}
RO 2 o) 1 1 2 2
Si 3 1 4 (0] (0] (0]
SK 1 1 (0] (0] (0] (0]
] 1 1 2 2 [0} [0}
SE 1 o) o 2 5 [0}
UK 3 2 0 2 1 1
Total EU27 67 40 52 43 58 19
% Total 42% 25% 33% 36% 48% 16%
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Measures to support household purchasing power

Those account for 21% of all measures in the information set (see Table3), and of these some
60% are targeted towards specific groups, in particular low income households (but also
pensioners and families with children). By focussing on groups with relatively high marginal
propensity to consume such measures may be efficient in terms of impact on consumption.
General tax reductions have been most pronounced in those Member States where these tax
cuts, in particular on labour income, have been part of a longer term structural policy agenda
to lower taxes on labour (AT, SE, DK, FI and EL). This suggests positive effects of ensuring
that short term countercyclical policies are consistent with the long term structural policy
agenda. Other countries have made more limited changes to tax bands or other parametric
changes (such as LU, ES, MT, LV). General income tax reductions have the advantage of
being transparent, easily implemented, unbiased towards specific sectors, and increase
incentives to work. However, they are not targeted and are often costly from a fiscal
perspective, which may explain their limited scope in many Member States.

Several countries have adjusted social security contributions paid by employees (for example
DE, CZ, DK, NL). Such measures benefit by concentrating the increase in disposable incomes
and the reduction in work disincentives on low and middle class households. Finally, a
relatively large number of countries have introduced income support measures that target low
income households (for example AT, BE, BG, ES, EL, DE, NL, PT, RO, UK), although they
often are of a quite limited overall size in terms of budget impact. As low income households
also covers unemployed persons it would seem to be a group that is particularly hit by the
crisis. While in some cases questions could be posed as regards negative incentives to work
this may overall be less of a concern in a context of a shortfall of labour demand. A more
important concern may instead relate to the prospects of reversibility given that these
measures generally top-up of transfers or allowances (for example higher allowances to meet
higher energy costs which may now be on their way down). A particularly relevant issue to
consider in the context of changes to tax and benefits is the interplay between short term
efficiency and effectiveness to stimulate aggregate demand and the challenge to provide
proper incentives for employment and growth in the medium term.

Some Member States are introducing temporary or one-off measures to increase social
benefits, such one-off payments in child benefits (AT, DE) and a temporary special
allowances (FR), one off payment for heating charges to low income households (BG) and a
lump-sum to the unemployed, low-income pensioners and persons with disabilities on the
basis of specific criteria in EL .Member States have reviewed their capacity to monitor closely
the social impacts of the crisis. Such monitoring exists in some countries (CZ, DK, DE, LT,
PT, FI, SE) or is being set up in others (FR, EE, EL, AT, SK, UK).
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Annex IIT

MEMBER STATES’ RECOVERY MEASURES AND INTERNAL MARKET RULES

The internal market represents the home basis for EU business. Its smooth functioning is
essential for growth and job creation. It provides the Union with tools to better cope with
external shocks. At the same time, the internal market guarantees a high degree of protection
of health and environment as well as safety.

For EU countries the internal market has been of paramount importance when reaping the
productivity gains from openness. Focusing on intra-EU trade, recent research confirms the
important role of the internal market for productivity growth'. Findings stress the importance
of the Single Market, a common currency and eliminating border controls for doing business
within the EU and underline the economic potential of further improvements of the
functioning of the internal market.

Following the European Recovery Plan, in order to fight against the negative consequences of
the financial crisis on their domestic economies, Member States have undertaken a number of
recovery initiatives. These initiatives, while being designed domestically have a European
dimension as regards their impact.

In view of further maximising the benefits of the recovery measures for individual Member
States and for the European Union as a whole, Member States are invited to fully profit from
the possibilities foreseen in the EU legislation and flexibilities the Commission has
established within the EU rules.

Also providing the Commission with the information about the intended recovery measures
offers Member States additional transparency and constitutes opportunity for early exchange
of information as well as helps to avoid gold plating.

In order to best assist Member States in designing their recovery measures, the Commission
wishes to recall the main principles to be followed in order to ensure compatibility of the
recovery measures with the EU legislation.

1. RECOVERY MEASURES AND INTERNAL MARKET PRINCIPLES

In general, recovery measures must be characterised by:

— Non-discrimination of products, service-providers or investment on the basis of
their nationality or origin;

It is estimated that average productivity would be reduced by 13% if bilateral trade within the EU was
eliminated. Furthermore, it is also estimated that productivity can increase by 2% if trade costs within
the EU are further reduced by 5%.
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— Prohibition of quantitative restrictions or quotas;

— Prohibition of national campaigns promoting or inciting the purchasing of national
products, services or capital;

— With regard to public procurement, avoidance of measures aiming to award a
supply contract or work contract to tenderers offering/using national products;

— Avoidance of restrictive conditions in tax benefits schemes or subsidies schemes;

— Setting of maximum price that makes the sale of imported products or services
more difficult than the sale of domestic products or services.

Full details are set out in table below.

While designing their recovery measures, Member States shall refrain from creating any
direct or indirect barriers to the free movement of capital and investment within the Internal
Market and in the global context.

Member States may opt for nationalisation of undertakings as an economic policy option
which is fully compatible with the Treaty (Art. 295 EC). Just like in case of privatisation,
nationalisation process will have to be conducted in full respect of EU law and the principles
of the Treaty. Such recovery measures will have to be characterised by non-discrimination as
well as compensation and the respect of shareholders' rights as necessary elements to ensure
that the measures can be considered proportionate.

The Commission together with Member States will work to ensure that any national measures
do not further add to the current economic downturn and do not provoke further negative
economic policy reactions inconsistent with Treaty principles.

2. RECOVERY MEASURES AND PUBLIC PROCUREMENT RULES

The EC public procurement Directives 2004/17/EC and 2004/18/EC set out minimum
standards for the award of public contracts above certain thresholds®.

The Directives themselves allow for some flexibility in the application of the rules, in order to
speed up procurement procedures and thereby support Member States' action on economic
recovery. Directive 2004/18/EC provides for an accelerated procurement procedure in cases
where urgency renders impracticable the regular time limits. Following the conclusions of the
European Council of last December, the Commission recognized that the exceptional nature
of the current economic situation can justify the use of this accelerated procedure for major
public projects. This will bring the time limits of the procedure down from 87 to 30 days.

Another way of simplifying and speeding up procurement procedures, which is of particular
importance for national recovery measures, is a greater use of the possibilities of electronic
procurement provided for by the EU public procurement Directives. In case of a fully
electronic tender procedure, the time limits can be reduced to 25 days.

2 € 5,15 million for works, € 211 000 for services and supplies.
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As national public procurement legislation and practice often add additional requirements
which go beyond those of the EU public procurement rules and can therefore considerably
slow down and complicate the procurement process’, Member States are encouraged to
disburden public procurement procedures by applying a variety of simplification measures®.
For example, binding self-declarations should be regarded as a sufficient means of proof
during the tender procedure. Certificates should be valid for more than one tender procedure
or should have to be produced only by the winning bidder.

3. RECOVERY MEASURES AND STATE AIDS RULES

Whilst, Member States enjoy considerable discretion in designing State aid measures to help
companies restructure by making smart and sustainable investments that increase long term
productivity and business prospects, Member States must respect EU State aid rules.

Member States are invited to fully exploit the possibilities offered by EU State aid rules to
help companies to make such investments. In particular, MS can avail themselves of the
possibilities offered by the Commission Regulation (EC) No 800/2008 declaring certain
categories of aid compatible with the common market in application of Articles 87 and 88 of
the Treaty (General block exemption)’ and by the additional flexibility provided in the new
Temporary Community framework for State aid measures® to support access to finance in the
current crisis’. For undertakings that are in difficulty due to structural problems going beyond
the current crisis, the Rescue and Restructuring guidelines® appear to be the appropriate State
aid framework.

In its very nature, State aid distorts competition in the Internal Market which means that
through economic incentives it impacts on the free movement of goods, services and capital.
Therefore, State aid is only acceptable if its positive effects on the achievement of objectives
of common interest outweigh the negative effects on trade and competition’. Furthermore, the
State aid amount must be limited to the minimum necessary and any negative effect may not
go beyond what is indispensable in order to achieve the objective of the State aid scheme'’.

For example, national laws often contain disproportionate requirements for documentary evidence,
making life difficult for contracting authorities and undertakings alike.

Member States can for instance draw inspiration from the recommendations of the High Level Group of
Independent Stakeholders on Administrative Burdens (the "Stoiber Group") in its report of 10
December 2008.

Commission Regulation (EC) No 800/2008 of 6 August 2008 declaring certain categories of aid
compatible with the common market in application of Articles 87 and 88 of the Treaty (General block
exemption Regulation) (OJ L 214, 9.8.2008, p. 3).

Communication from the Commission — Temporary framework for State aid measures to support access
to finance in the current financial and economic crises (OJ C 16, 22.1.2009, p. 1).

Measures covered by Commission Regulation (EC) No 800/2008 do not need to be notified. Measures
covered by the Temporary Framework need to be modified and the Commission, in close cooperation
with the Member States concerned ensures swift adoption of decisions upon complete notification of
measures complying with the conditions laid down.

Commission Guidelines on State aid for rescuing and restructuring firms in difficulty (OJ C 244,
1.10.2004, p. 2).

’ Article 87 of the EC Treaty.

ECJ of 22 March 1977, Ianelli, Case 74/76: "Those aspects of aid which contravene specific provisions
of the treaty other than Art. 92 and 93 may be so indissolubly linked to the objective of the aid that it is
impossible to evaluate them separately so that their effect on the compatibility or incompatibility of the
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If the aid is subject to conditions which are not inherent to the aid itself and contravene
internal market rules it will for that reason be held to be incompatible with the Treaty. This
would be the case e.g. with an aid scheme which submits the granting of the aid to the fact
that the company would purchase only domestic goods or to limitations in the choice of
subcontractors. Similarly, conditions concerning the localisation of certain activities carried
out by the beneficiary may be permissible only if they are indispensable to achieve the
legitimate objective of the aid (e.g. to help underdeveloped regions in line with the relevant
Commission guidelines'").

4. RECOVERY MEASURES AND DIRECTIVE 98/34/EC

In accordance with Directive 98/34/EC, technical regulations have to be notified at a draft
stage. Technical regulations include so-called de facto technical regulations which are inter
alia "technical specifications or other requirements or rules on services which are linked to
fiscal or financial measures affecting the consumption of products or services by encouraging
compliance with such technical specifications or other requirements or rules on services;
technical specifications or other requirements or rules on services linked to national social
security systems are not included".

In practice, recovery measures such as fiscal or financial incentives linked to the acquisition
of products presenting certain characteristics affecting the consumption of products by
encouraging compliance purchase of products compliant with certain technical specifications
(such as scrapping schemes linked to CO, emissions, Euro emission standards etc.) constitute
de facto technical regulations and have to be notified to the Commission (which subsequently
circulates them to all Member States) at a draft stage'.

The European Court of Justice established that the breach of the notification obligation
renders the adopted technical regulation inapplicable vis-a-vis third parties'”.

Without prejudice to any legal obligations, Member States are invited to always notify the
Commission about their recovery measures which fall in the scope of Directive 98/34/EC on
technical regulations in the interest of transparency and to avoid problems after a scheme has
been put in place. The Commission commits to assess the scheme within 15 working days
and, if appropriate, to provide comments. Bilateral contacts could be rapidly established in

aid viewed as a whole must therefore of necessity be determined in the light of the procedure prescribed
by Art. 93."

1 Commission Guidelines on national regional aid for 2007-2013 (OJ C 54, 4.3.2006, p. 13).

However, according to Article 10(4) of Directive 98/34/EC no standstill period is laid down for the

adoption of technical specifications, ‘other requirements’ or rules on services linked to fiscal or

financial measures by Member States. However, the Commission and Member State have the right to
issue comments on the notified technical specifications and to issue a so-called detailed opinion where
the measure envisaged may create obstacles to the free movement of goods within the internal market.

With regard to fiscal or financial incentives such comments or detailed opinions may only concern

aspects “which may hinder trade [...] and not the fiscal or financial aspects of the measure” (Article 8,

point 1, last paragraph).

1 In its judgment, the Court ruled that Articles 8 and 9 of Directive 83/189/EEC (today Articles 8 and 9 of
Directive 98/34/EC): “are to be interpreted as meaning that individuals may rely upon them before the
national court which must decline to apply a national technical regulation which has not been notified
in accordance with the directive.” (“CIA Security”, Case C-194/94, ECR 1996 1-2201).
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order to assist Member States in rendering their proposed measures compatible with the

Single Market rules.

Table: Examples of measures which are not compatible with Articles 28-30 of the EC

Treaty

1. Quantitative
restrictions or quotas

State measures that establish quantitative restrictions and thereby
favour e.g. the national production/economy — such measures
would consist in a total or partial restraint on imports or goods in
transit. Quota systems are quantitative restrictions which apply
when certain import or export ceilings have been reached.

2. National campaigns to
promote or incite the
purchasing of national
products

Measures which encourage or give preference to the purchase of
domestic products only, are considered as breaching the free
movement of goods principles, for example the launching by
national authorities of a large campaign encouraging the purchase
of domestic goods rather than imported products. It is important
to note that no justification is possible, except for products
covered by rules on geographical indication or designation of
origin.

3. Financial incentives
for consumers (example:
“scrapping measures”)

National measures to promote the sale of new goods linked to the
scrapping of old ones can be discriminatory if linked to purchases
of national origin. To be compatible with internal market rules
the conditions must not discriminate against similar products
coming from other Member States (Articles 28 - 30 of the EC
Treaty).

4. Tax benefits/subsidies
scheme

National recovery measures comprise tax cuts or fiscal
deductibility measures and various incentives/subsidies schemes
(e.g. for the purchase of “greener” products including cars, better
building isolation, benefit schemes for biofuels, etc.).

On occasion it has been held that tax benefits schemes or subsidies
schemes contravened the free movement of goods rules where
restrictive conditions (technical or not) were attached to these
schemes.

For example the national measure granting a tax advantage to
newspaper publishers on the condition that publications were
printed in France has been considered as incompatible with Article
28 EC'. In another case the granting of subsidies for purchase of
national vehicles was also held to contravene Article 28 EC".

It is not the scheme as such which is incompatible with
Internal Market rules, but a particular condition attached to it
or its feature, which are considered unnecessary and

14
15

Court of Justice (Case 14/84 — Commission v France).
Court of Justice (Case 103/84 — Commission v Italy).

16

EN



EN

disproportionate.

5. Price fixing regime

Among the different measures to support household purchasing
power, price controls measures, in particular the setting of
maximum prices, might be contemplated by national authorities. It
should be reminded that although a maximum price applicable
without distinction to domestic products and imported products
does not in itself violate the internal market rules, it may have
such an effect if it is fixed at a level which makes the sale of the
imported product either impossible or more difficult than that of
the domestic product'®. The same principle applies to price
freezes.

This may concern in particular such products as: petrol, alcohol,
pharmaceutical products.

Price fixing regime cannot make the sale of the imported
product either impossible or more difficult than that of the
domestic product.

6. Guaranteed prices for
the exportation

National insurance schemes aimed at guaranteeing to exporters the
stability of the cost prices of the elements included in tenders for
export (supply contracts, provision of services, etc.) will be
contrary to Article 28, if only the domestic elements of the
tender may benefit from the insurance.

7. Public procurement
restrictions

National recovery plans include measures to support investments.
Regarding public investments, it should be reminded that
measures aiming to award a supply contract or work contract to
tenderers offering/using national products might violate the free
movement of goods rules This is the case where the inclusion in
the contract specification for tender for a public works contract of
a clause stipulating that the materials used must be certified as
complying with a national technical standard'”.

This kind of measures will be covered by public procurement
directives. However, below the thresholds they provide for,
Article 28 EC is still applicable.

e Court of Justice (Case 65/75 — Tasca).
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Court of Justice (Case 45/87 — Commission v Ireland).
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AVANT-PROPOS

I would like to thank the President of the European Commission, Jos¢ Manuel
Barroso, for the very important mandate he conferred on me in October 2008 to
chair an outstanding group of people to give advice on the future of European
financial regulation and supervision. The work has been very stimulating. I am
grateful to all members of the group for their excellent contributions to the work,
and for all other views and papers submitted to us by many interested parties.

This report is published as the world faces a very serious economic and financial
Crisis.

The European Union is suffering.
An economic recession.
Higher unemployment.

Huge government spending to stabilize the banking system — debts that future
generations will have to pay back.

Financial regulation and supervision have been too weak or have provided the
wrong incentives. Global markets have fanned the contagion. Opacity,
complexity have made things much worse.

Repair is necessary and urgent.

Action is required at all levels — Global, European and National and in all
financial sectors.

We must work with our partners to converge towards high global standards,
through the IMF, FSF, the Basel committee and G20 processes. This is critical.
But let us recognize that the implementation and enforcement of these standards
will only be effective and lasting if the European Union, with the biggest capital
markets in the world, has a strong and integrated European system of regulation
and supervision.

In spite of some progress, too much of the European Union's framework today
remains seriously fragmented. The regulatory rule book itself. The European
Unions' supervisory structures. Its crisis mechanisms.



This report lays out a framework to take the European Union forward.

Towards a new regulatory agenda — to reduce risk and improve risk
management; to improve systemic shock absorbers; to weaken pro-cyclical
amplifiers; to strengthen transparency; and to get the incentives in financial
markets right.

Towards stronger coordinated supervision — macro-prudential and micro-
prudential. Building on existing structures. Ambitiously, step by step but with a
simple objective. Much stronger, coordinated supervision for all financial actors
in the European Un ion. With equivalent standards for all, thereby preserving
fair competition throughout the internal market.

Towards effective crisis management procedures — to build confidence among
supervisors. And real trust. With agreed methods and criteria. So all Member
States can feel that their investors, their depositors, their citizens are properly
protected in the European Union.

In essence, we have two alternatives: the first "chacun pour soi" beggar-thy-
neighbour solutions; or the second - enhanced, pragmatic, sensible European
cooperation for the benefit of all to preserve an open world economy. This will
bring undoubted economic gains, and this is what we favour.

We must begin work immediately.

Jacques de Larosiere
Chairman



DISCLAIMER

The views expressed in thisreport are those of

the High-Level Group on supervision.
The Member s of the Group support all the recommendations.

However, they do not necessarily agree on all the detailed points

made in the report.




INTRODUCTION

1))

2)

3)

4)

5)

Since July 2007, the world has faced, and continues to face, the most serious and
disruptive financial crisis since 1929. Originating primarily in the United States, the crisis
i1s now global, deep, even worsening. It has proven to be highly contagious and complex,
rippling rapidly through different market segments and countries. Many parts of the
financial system remain under severe strain. Some markets and institutions have stopped
functioning. This, in turn, has negatively affected the real economy. Financial markets
depend on trust. But much of this trust has evaporated.

Significant global economic damage is occurring, strongly impacting on the cost and
availability of credit; household budgets; mortgages; pensions; big and small company
financing; far more restricted access to wholesale funding and now spillovers to the more
fragile emerging country economies. The economies of the OECD are shrinking into
recession and unemployment is increasing rapidly. So far banks and insurance companies
have written off more than 1 trillion euros. Even now, 18 months after the beginning of
the crisis, the full scale of the losses is unknown. Since August 2007, falls in global stock
markets alone have resulted in losses in the value of the listed companies of more than
€16 trillion, equivalent to about 1.5 times the GDP of the European Union.

Governments and Central Banks across the world have taken many measures to try to
improve the economic situation and reduce the systemic dangers: economic stimulus
packages of various forms; huge injections of Central Bank liquidity; recapitalising
financial institutions; providing guarantees for certain types of financial activity and in
particular inter-bank lending; or through direct asset purchases, and "Bad Bank" solutions
are being contemplated by some governments. So far there has been limited success.

The Group believes that the world's monetary authorities and its regulatory and
supervisory financial authorities can and must do much better in the future to reduce the
chances of events like these happening again. This is not to say that all crises can be
prevented in the future. This would not be a realistic objective. But what could and should
be prevented is the kind of systemic and inter-connected vulnerabilities we have seen and
which have carried such contagious effects. To prevent the recurrence of this type of
crisis, a number of critical policy changes are called for. These concern the European
Union but also the global system at large.

Chapter 1 of this report begins by analysing the complex causes of this financial crisis, a
sine qua non to determine the correct regulatory and supervisory responses.



CHAPTER I: CAUSES OF THE FINANCIAL CRISIS

M acr oeconomic issues

6)

7)

8)

9)

Ample liquidity and low interest rates have been the major underlying factor behind the
present crisis, but financial innovation amplified and accelerated the consequences of
excess liquidity and rapid credit expansion. Strong macro-economic growth since the mid-
nineties gave an illusion that permanent and sustainable high levels of growth were not
only possible, but likely. This was a period of benign macroeconomic conditions, low
rates of inflation and low interest rates. Credit volume grew rapidly and, as consumer
inflation remained low, central banks - particularly in the US - felt no need tighten
monetary policy. Rather than in the prices of goods and services, excess liquidity showed
up in rapidly rising asset prices. These monetary policies fed into growing imbalances in
global financial and commodity markets.

In turn, very low US interest rates helped create a widespread housing bubble. This was
fuelled by unregulated, or insufficiently regulated, mortgage lending and complex
securitization financing techniques. Insufficient oversight over US government sponsored
entities (GSEs) like Fannie Mae and Freddie Mac and strong political pressure on these
GSEs to promote home ownership for low income households aggravated the situation.
Within Europe there are different housing finance models. Whilst a number of EU
Member States witnessed unsustainable increases in house prices, in some Member States
they grew more moderately and, in general, mortgage lending was more responsible.

In the US, personal saving fell from 7% as a percentage of disposable income in 1990, to
below zero in 2005 and 2006. Consumer credit and mortgages expanded rapidly. In
particular, subprime mortgage lending in the US rose significantly from $180 billion in
2001 to $625 billion in 2005.

This was accompanied by the accumulation of huge global imbalances. The credit
expansion in the US' was financed by massive capital inflows from the major emerging
countries with external surpluses, notably China. By pegging their currencies to the
dollar, China and other economies such as Saudi Arabia in practice imported loose US
monetary policy, thus allowing global imbalances to build up. Current account surpluses
in these countries were recycled into US government securities and other lower-risk
assets, depressing their yields and encouraging other investors to search for higher yields
from more risky assets...

10) In this environment of plentiful liquidity and low returns, investors actively sought higher

yields and went searching for opportunities. Risk became mis-priced. Those originating
investment products responded to this by developing more and more innovative and
complex instruments designed to offer improved yields, often combined with increased
leverage. In particular, financial institutions converted their loans into mortgage or asset
backed securities (ABS), subsequently turned into collateralised debt obligations (CDOs)
often via off-balance special purpose vehicles (SPVs) and structured investment vehicles
(SIVs), generating a dramatic expansion of leverage within the financial system as a

Evidenced by a current account deficit of above 5% of GDP (or $700 billion a year) over a number of years.



whole. The issuance of US ABS, for example, quadrupled from $337 billion in 2000 to
over $1,250 billion in 2006 and non-agency US mortgage-backed securities (MBS) rose
from roughly $100 billion in 2000 to $773 billion in 2006. Although securitisation is in
principle a desirable economic model, it was accompanied by opacity which camouflaged
the poor quality of the underlying assets. This contributed to credit expansion and the
belief that risks were spread.

11) This led to increases in leverage and even more risky financial products. In the macro
conditions preceding the crisis described above, high levels of liquidity resulted finally in
risk premia falling to historically low levels. Exceptionally low interest rates combined
with fierce competition pushed most market participants — both banks and investors — to
search for higher returns, whether through an increase in leverage or investment in more
risky financial products. Greater risks were taken, but not properly priced as shown by the
historically very low spreads. Financial institutions engaged in very high leverage (on and
off balance sheet) - with many financial institutions having a leverage ratio of beyond 30 -
sometimes as high as 60 - making them exceedingly vulnerable to even a modest fall in
asset values.

12) These problems developed dynamically. The rapid recognition of profits which
accounting rules allowed led both to a view that risks were falling and to increases in
financial results. This combination, when accompanied by constant capital ratios, resulted
in a fast expansion of balance sheets and made institutions vulnerable to changes in
valuation as economic circumstances deteriorated.

Risk management

13) There have been quite fundamental failures in the assessment of risk, both by financial
firms and by those who regulated and supervised them. There are many manifestations of
this: a misunderstanding of the interaction between credit and liquidity and a failure to
verify fully the leverage of institutions were among the most important. The cumulative
effect of these failures was an overestimation of the ability of financial firms as a whole to
manage their risks, and a corresponding underestimation of the capital they should hold.

14) The extreme complexity of structured financial products, sometimes involving several
layers of CDOs, made proper risk assessment challenging for even the most sophisticated
in the market. Moreover, model-based risk assessments underestimated the exposure to
common shocks and tail risks and thereby the overall risk exposure. Stress-testing too
often was based on mild or even wrong assumptions. Clearly, no bank expected a total
freezing of the inter-bank or commercial paper markets.

15) This was aggravated further by a lack of transparency in important segments of financial
markets — even within financial institutions — and the build up of a "shadow" banking
system. There was little knowledge of either the size or location of credit risks. While
securitised instruments were meant to spread risks more evenly across the financial
system, the nature of the system made it impossible to verify whether risk had actually
been spread or simply re-concentrated in less visible parts of the system. This contributed
to uncertainty on the credit quality of counterparties, a breakdown in confidence and, in
turn, the spreading of tensions to other parts of the financial sector.



16) Two aspects are important in this respect. First, the fact that the Basel 1 framework did
not cater adequately for, and in fact encouraged, pushing risk taking off balance-sheets.
This has been partly corrected by the Basel 2 framework. Second, the explosive growth of
the Over-The-Counter credit derivatives markets, which were supposed to mitigate risk,
but in fact added to it.

17) The originate-to-distribute model as it developed, created perverse incentives. Not only
did it blur the relationship between borrower and lender but also it diverted attention away
from the ability of the borrower to pay towards lending — often without recourse - against
collateral. A mortgage lender knowing beforehand that he would transfer (sell) his entire
default risks through MBS or CDOs had no incentive to ensure high lending standards.
The lack of regulation, in particular on the US mortgage market, made things far worse.
Empirical evidence suggests that there was a drastic deterioration in mortgage lending
standards in the US in the period 2005 to 2007 with default rates increasing.

18) This was compounded by financial institutions and supervisors substantially
underestimating liquidity risk. Many financial institutions did not manage the maturity
transformation process with sufficient care. What looked like an attractive business model
in the context of liquid money markets and positively sloped yield curves (borrowing
short and lending long), turned out to be a dangerous trap once liquidity in credit markets
dried up and the yield curve flattened.

Therole of Credit Rating Agencies

19) Credit Rating Agencies (CRAs) lowered the perception of credit risk by giving AAA
ratings to the senior tranches of structured financial products like CDOs, the same rating
they gave to standard government and corporate bonds.

20) The major underestimation by CRAs of the credit default risks of instruments
collateralised by subprime mortgages resulted largely from flaws in their rating
methodologies. The lack of sufficient historical data relating to the US sub-prime market,
the underestimation of correlations in the defaults that would occur during a downturn and
the inability to take into account the severe weakening of underwriting standards by
certain originators have contributed to poor rating performances of structured products
between 2004 and 2007.

21) The conflicts of interests in CRAs made matters worse. The issuer-pays model, as it has
developed, has had particularly damaging effects in the area of structured finance. Since
structured products are designed to take advantage of different investor risk appetites, they
are structured for each tranche to achieve a particular rating. Conflicts of interests become
more acute as the rating implications of different structures were discussed between the
originator and the CRA. Issuers shopped around to ensure they could get an AAA rating
for their products.

22) Furthermore, the fact that regulators required certain regulated investors to only invest in
AAA-rated products also increased demand for such financial assets.



Cor por ate gover nance failures

23) Failures in risk assessment and risk management were aggravated by the fact that the
checks and balances of corporate governance also failed. Many boards and senior
managements of financial firms neither understood the characteristics of the new, highly
complex financial products they were dealing with, nor were they aware of the aggregate
exposure of their companies, thus seriously underestimating the risks they were running.
Many board members did not provide the necessary oversight or control of management.
Nor did the owners of these companies — the shareholders.

24) Remuneration and incentive schemes within financial institutions contributed to excessive
risk-taking by rewarding short-term expansion of the volume of (risky) trades rather than
the long-term profitability of investments. Furthermore, shareholders' pressure on
management to deliver higher share prices and dividends for investors meant that
exceeding expected quarterly earnings became the benchmark for many companies'
performance.

Regulatory, supervisory and crisis management failures

25) These pressures were not contained by regulatory or supervisory policy or practice. Some
long-standing policies such as the definition of capital requirements for banks placed too
much reliance on both the risk management capabilities of the banks themselves and on
the adequacy of ratings. In fact, it has been the regulated financial institutions that have
turned out to be the largest source of problems. For instance, capital requirements were
particularly light on proprietary trading transactions while (as events showed later) the
risks involved in these transactions proved to be much higher than the internal models had
expected.

26) One of the mistakes made was that insufficient attention was given to the liquidity of
markets. In addition, too much attention was paid to each individual firm and too little to
the impact of general developments on sectors or markets as a whole. These problems
occurred in very many markets and countries, and aggregated together contributed
substantially to the developing problems. Once problems escalated into specific crises,
there were real problems of information exchange and collective decision making
involving central banks, supervisors and finance ministries.

27) Derivatives markets rapidly expanded (especially credit derivatives markets) and off-
balance sheet vehicles were allowed to proliferate— with credit derivatives playing a
significant role triggering the crisis. While US supervisors should have been able to
identify (and prevent) the marked deterioration in mortgage lending standards and
intervene accordingly, EU supervisors had a more difficult task in assessing the extent to
which exposure to subprime risk had seeped into EU-based financial institutions.
Nevertheless, they failed to spot the degree to which a number of EU financial institutions
had accumulated — often in off balance-sheet constructions- exceptionally high exposure
to highly complex, later to become illiquid financial assets. Taken together, these
developments led over time to opacity and a lack of transparency.

28) This points to serious limitations in the existing supervisory framework globally, both in a
national and cross-border context. It suggests that financial supervisors frequently did not
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have and in some cases did not insist in getting, or received too late, all the relevant
information on the global magnitude of the excess leveraging; that they did not fully
understand or evaluate the size of the risks; and that they did not seem to share their
information properly with their counterparts in other Member States or with the US. In
fact, the business model of US-type investment banks and the way they expanded was not
really challenged by supervisors and standard setters. Insufficient supervisory and
regulatory resources combined with an inadequate mix of skills as well as different
national systems of supervision made the situation worse.

29) Regulators and supervisors focused on the micro-prudential supervision of individual
financial institutions and not sufficiently on the macro-systemic risks of a contagion of
correlated horizontal shocks. Strong international competition among financial centres
also contributed to national regulators and supervisors being reluctant to take unilateral
action.

30) Whilst the building up of imbalances and risks was widely acknowledged and commented
upon, there was little consensus among policy makers or regulators at the highest level on
the seriousness of the problem, or on the measures to be taken. There was little impact of
early warning in terms of action — and most early warnings were feeble anyway.

31) Multilateral surveillance (IMF) did not function efficiently, as it did not lead to a timely
correction of macroeconomic imbalances and exchange rate misalignments. Nor did
concerns about the stability of the international financial system lead to sufficient
coordinated action, for example through the IMF, FSF, G8 or anywhere else.

The dynamicsof thecrisis

32) The crisis eventually erupted when inflation pressures in the US economy required a
tightening of monetary policy from mid-2006 and it became apparent that the sub-prime
housing bubble in the US was going to burst amid rising interest rates. Starting in July
2007, accumulating losses on US sub-prime mortgages triggered widespread disruption of
credit markets, as uncertainty about the ultimate size and location of credit losses
undermined investor confidence. Exposure to these losses had been spread among
financial institutions around the world, including Europe, inter alia via credit derivative
markets.

33) The pro-cyclical nature of some aspects of the regulatory framework was then brought
into sharp relief. Financial institutions understandably tried to dispose of assets once they
realised that they had overstretched their leverage, thus lowering market prices for these
assets. Regulatory requirements (accounting rules and capital requirements) helped trigger
a negative feed-back loop amplified by major impacts in the credit markets.

34) Financial institutions, required to value their trading book according to mark-to-market
principles, (which pushed up profits and reserves during the bull-run) were required to
write down the assets in their balance sheet as markets deleveraged. Already excessively
leveraged, they were required to either sell further assets to maintain capital levels, or to
reduce their loan volume. "Fire sales" made by one financial institution in turn forced all
other financial institutions holding similar assets to mark the value of these assets down

11



"to market". Many hedge funds acted similarly and margin calls intensified liquidity
problems.

35)Once credit rating agencies started to revise their credit ratings for CDOs downwards,
banks were required to adjust their risk-weighted capital requirements upwards. Once
again, already highly leveraged, and faced with increasing difficulties in raising equity, a
range of financial institutions hastened to dispose of assets, putting further pressure on
asset prices. When, despite the fear of possible negative signalling effects, banks tried to
raise fresh capital, more or less at the same time, they were faced by weakening equity
markets. This obliged them to look for funding from sovereign wealth funds and, in due
course, from heavy state intervention. What was initially a liquidity problem rapidly, for a
number of institutions, turned into a solvency problem.

36) The lack of market transparency, combined with the sudden downgrade of credit ratings,
and the US Government's decision not to save Lehman Brothers led to a wide-spread
breakdown of trust and a crisis of confidence that, in autumn 2008, practically shut down
inter-bank money markets, thus creating a large-scale liquidity crisis, which still weighs
heavily on financial markets in the EU and beyond. The complexity of a number of
financial instruments and the intrinsic vulnerability of the underlying assets also explain
why problems in the relatively small US sub-prime market brought the global financial
system to the verge of a full-scale dislocation. The longer it took to reveal the true amount
of losses, the more widespread and entrenched the crisis of confidence has become. And it
remains largely unresolved to this day.

37) The regulatory response to this worsening situation was weakened by an inadequate crisis
management infrastructure in the EU, both in terms of the cooperation between national
supervisors and between public authorities. The ECB was among the first to react swiftly
by provide liquidity to the inter-bank market. In the absence of a common framework for
crisis management, Member States were faced with a very difficult situation. Especially
for the larger financial institutions they had to react quickly and pragmatically to avoid a
banking failure. These actions, given the speed of events, for obvious reasons were not
fully coordinated and led sometimes to negative spill-over effects on other Member
States.

12



CHAPTER II: POLICY AND REGULATORY REPAIR

l. INTRODUCTION
The present report draws a distinction between financial regulation and supervision.

38) Regulation is the set of rules and standards that govern financial institutions; their main
objective is to foster financial stability and to protect the customers of financial services.
Regulation can take different forms, ranging from information requirements to strict
measures such as capital requirements. On the other hand, supervision is the process
designed to oversee financial institutions in order to ensure that rules and standards are
properly applied. This being said, in practice, regulation and supervision are intertwined
and will therefore, in some instances, have to be assessed together in this chapter and the
following one.

39) As underlined in the previous chapter, the present crisis results from the complex
interaction of market failures, global financial and monetary imbalances, inappropriate
regulation, weak supervision and poor macro-prudential oversight. It would be simplistic
to believe therefore that these problems can be "resolved" just by more regulation.
Nevertheless, it remains the case that good regulation is a necessary condition for the
preservation of financial stability.

40) A robust and competitive financial system should facilitate intermediation between those
with financial resources and those with investment needs. This process relies on
confidence in the integrity of institutions and the continuity of markets. "This confidence,
taken for granted in well-functioning financial systems, has been lost in the present crisis
in substantial part due to its recent complexity and opacity,...weak credit standards,
mis-judged maturity mismatches, wildly excessive use of leverage on and off-balance
sheet, gaps in regulatory oversight, accounting and risk management practices that

exaggerated cycles, a flawed system of credit ratings and weakness of governance "

All must be addressed.

41) This chapter outlines some changes in regulation that are required to strengthen financial
stability and the protection of customers so to avoid — if not the occurrence of crises,
which are unavoidable — at least a repetition of the extraordinary type of systemic
breakdown that we are now witnessing. Most of the issues are global in nature, and not
just specific to the EU.

42) What should be the right focus when designing regulation? It should concentrate on the
major sources of weaknesses of the present set-up (e.g. dealing with financial bubbles,
strengthening regulatory oversight on institutions that have proven to be poorly regulated,
adapting regulatory and accounting practices that have aggravated pro-cyclicality,
promoting correct incentives to good governance and transparency, ensuring international
consistency in standards and rules as well as much stronger coordination between
regulators and supervisors). Over-regulation, of course, should be avoided because it

G30 report, Washington, January 2009.
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slows down financial innovation and thereby undermines economic growth in the wider
economy. Furthermore, the enforcement of existing regulation, when adequate (or
improving it where necessary), and better supervision, can be as important as creating new
regulation.

. THE LINK BETWEEN MACROECONOMIC AND REGULATORY

POLICY

43) The fundamental underlying factor which made the crisis possible was the ample liquidity

and the related low interest rate conditions which prevailed globally since the mid-
nineties. These conditions fuelled risk taking by investors, banks and other financial
institutions, leading ultimately to the crisis.

44) The low level of long term interest rate over the last five years — period of sustained

growth — is an important factor that contrasts with previous expansionary periods.

45) As industrial economies recovered during this period, corporate investment did not pick

up as would have been expected. "As a result, the worldwide excess of desired savings
over actual investment ... pushed its way into the main markets that were opened to
investment, housing in industrial countries, lifting house prices and rising residential
construction®'. This phenomenon, which affected also financial assets, took place in the
US but also in the EU, where significant housing bubbles developed in the UK, Ireland
and Spain.

46) This explanation is not inconsistent with the one focusing on excessive liquidity fuelled

by too loose monetary policy. Actually the two lines of reasoning complement each other:
too low interest rates encouraged investment in housing and financial assets, but had
monetary policy been stricter, there would have been somewhat less expansion in the US,
more limited house prices increases and smaller current account deficits. By the same
token, if countries with big surpluses had allowed their currencies to appreciate, smaller
current account deficits and surpluses would have been the consequence. This raises the
question of what competent authorities can do in order to at least mitigate the risks of
bubbles building up, instead of simply intervening ex-post by injecting liquidity to limit
the damage from a macro-economic standpoint.

47) The lack of precise and credible information on whether a given state of asset markets is

already a bubble is not a sufficient argument against trying to prevent a serious bubble.

48) It is commonly agreed today that monetary authorities cannot avoid the creation of

bubbles by targeting asset prices and they should not try to prick bubbles. However, they
can and should adequately communicate their concerns on the sustainability of strong
increases in asset prices and contribute to a more objective assessment of systemic risks.
Equally, they can and should implement a monetary policy that looks not only at
consumer prices, but also at overall monetary and credit developments, and they should be
ready to gradually tighten monetary policy when money or credit grow in an excessive
and unsustainable manner. Other competent authorities can also use certain tools to
contain money and credit growth. These are of particular importance in the context of the

3

See "the global roots of the current financial crisis and its implications for regulation" by Kashyap, Raghuram Rajan and

Stein.
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euro zone, where country-specific monetary policies tailored to countries' positions in the
economic cycle, and especially in the asset market cycle, cannot be implemented. The
following are examples of regulatory tools which can help meet counter-cyclical
objectives:

- introducing dynamic provisioning or counter-cyclical reserves on banks in "good
times" to limit credit expansion and so alleviate pro-cyclicality effects in the "bad
times';

- making rules on loans to value more restrictive;

- modifying tax rules that excessively stimulate the demand for assets.

49) These tools were not, or were hardly, used by monetary and regulatory authorities in the

run-up to the present crisis. This should be a lesson for the future. Overall cooperation
between monetary and regulatory authorities will have to be strengthened, with a view to
defining and implementing the policy-mix that can best maintain a stable and balanced
macro-economic framework. In this context, it will be important for the ECB to become
more involved in over-seeing the macro-prudential aspects of banking activities (see next
chapter on supervision). Banks should be subject to more and more intense scrutiny as the
bubble builds up.

50) Finally, a far more effective and symmetric "multilateral surveillance” by the IMF

covering exchange rates and underlying economic policies is called for if one wants to
avoid the continuation of unsustainable deficits (see chapter on global issues).

1. CORRECTING REGULATORY WEAKNESSES

Reforming certain key-aspects of the present regulatory framework

51) Although the relative importance assigned to regulation (versus institutional incentives -

such as governance and risk assessment, - or monetary conditions...) can be discussed, it
is a fact that global financial services regulation did not prevent or at least contain the
crisis as well as market aberrations. A profound review of regulatory policy is therefore
needed. A consensus, both in Europe and internationally, needs to be developed on which
financial services regulatory measures are needed for the protection of customers, the
safeguarding of financial stability, and the sustainability of economic growth.

52) This should be done being mindful of the usefulness of self-regulation by the private

a)

sector. Public and self-regulation should complement each other and supervisors should
check that where there is self-regulation it is being properly implemented. This was not
sufficiently carried out in the recent past.

The following issues must be addressed as a matter of urgency.

TheBasa 2 framewor k

53) It is wrong to blame the Basel 2 rules per se for being one of the major causes of the

crisis. These rules entered into force only on 1 January 2008 in the EU and will only be
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applicable in the US on 1 April 2010. Furthermore, the Basel 2 framework contains
several improvements which would have helped mitigate to some extent the emergence of
the crisis had they been fully applied in the preceding years. For example, had the capital
treatment for liquidity lines given to special purpose vehicles been in application then they
might have mitigated some of the difficulties. In this regard Basel 2 is an improvement
relative to the previous "leverage ratios" that failed to deal effectively with off-balance
sheet operations.

54) The Basel 2 framework nevertheless needs fundamental review. It underestimated some

important risks and over-estimated banks' ability to handle them. The perceived wisdom
that distribution of risks through securitisation took risk away from the banks turned out,
on a global basis, also to be incorrect. These mistakes led to too little capital being
required. This must be changed. The Basel methodology seems to have been too much
based on recent past economic data and good liquidity conditions.

55) Liquidity issues are important in the context both of individual financial firms and of the

regulatory system. The Group believes that both require greater attention than they have
hitherto been afforded. Supervisors need to pay greater attention to the specific maturity
mismatches of the firms they supervise, and those drawing up capital regulations need to
incorporate more fully the impact on capital of liquidity pressures on banks' behaviour.

56) A reflection is also needed with regard to the reliance of Basel 2 on external ratings. There

has undoubtedly been excessive reliance by many buy-side firms on ratings provided by
CRAs. If CRAs perform to a proper level of competence and of integrity, their services
will be of significant value and should form a helpful part of financial markets. These
arguments support Recommendation 3. But the use of ratings should never eliminate the
need for those making investment decisions to apply their own judgement. A particular
failing has been the acceptance by investors of ratings of structured products without
understanding the basis on which those products were provided.

57) The use by sophisticated banks of internal risk models for trading and banking book

exposures has been another fundamental problem. These models were often not properly
understood by board members (even though the Basel 2 rules increased the demands on
boards to understand the risk management of the institutions). Whilst the models may pass
the test for normal conditions, they were clearly based on too short statistical horizons and
this proved inadequate for the recent exceptional circumstances.

58) Future rules will have to be better complemented by more reliance on judgement, instead

of being exclusively based on internal risk models. Supervisors, board members and
managers should understand fully new financial products and the nature and extent of the
risks that are being taken; stress testing should be undertaken without undue constraints;
professional due diligence should be put right at the centre of their daily work.

59) Against this background, the Group is of the view that the review of the Basel 2

framework should be articulated around the following elements:

- The crisis has shown that there should be more capital, and more high quality capital,
in the banking system, over and above the present regulatory minimum levels. Banks
should hold more capital, especially in good times, not only to cover idiosyncratic
risks but also to incorporate the broader macro-prudential risks. The goal should be to
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increase minimum requirements. This should be done gradually in order to avoid pro-
cyclical drawbacks and an aggravation of the present credit crunch.

- The crisis has revealed the strong pro-cyclical impact of the current regulatory
framework, stemming in particular from the interaction of risk-sensitive capital
requirements and the application of the mark-to-market principle in distressed market
conditions. Instead of having a dampening effect, the rules have amplified market
trends upwards and downwards - both in the banking and insurance sectors.

60) How to reduce the pro-cyclical effect of Basel 2? Of course, it is inevitable that a system
based on risk-sensitivity is to some extent pro-cyclical: during a recession, the quality of
credit deteriorates and capital requirements rise. The opposite happens during an upswing.
But there is a significant measure of "excessive" pro-cyclicality in the Basel framework
that must be reduced by using several methods".

- concerning the banking book, it is important that banks, as is the present rule,
effectively assess risks using "through the cycle" approaches which would reduce the
pro-cyclicality of the present measurement of probability of losses and default;

- more generally, regulation should introduce specific counter-cyclical measures. The
general principle should be to slow down the inherent tendency to build up risk-taking
and over-extension in times of high growth in demand for credit and expanding bank
profits. In this respect, the "dynamic provisioning" introduced by the Bank of Spain
appears as a practical way of dealing with this issue: building up counter-cyclical
buffers, which rise during expansions and allow them under certain circumstances to
be drawn down in recessions. This would be facilitated if fiscal authorities would treat
reserves taken against future expected losses in a sensible way. Another method would
be to move capital requirements in a similar anti-cyclical way;

- this approach makes sense from a micro-prudential point of view because it reduces
the risk of bank failures. But it is also desirable from a macro-prudential and macro-
economic perspective. Indeed, such a measure would tend to place some restraint on
over rapid credit expansion and reduce the dangers of market over-reactions during
recessionary times;

- with respect to the trading book of banks, there is a need to reduce pro-cyclicality and
to increase capital requirements. The present statistical VaR models are clearly pro-
cyclical (too often derived, as they are, from observations of too short time periods to
capture fully market prices movements and from other questionable assumptions). If
volatility goes down in a year, the models combined with the accounting rules tend to
understate the risks involved (often low volatility and credit growth are signs of
irrational low risk aversion and hence of upcoming reversals). More generally, the
level of capital required against trading books has been well too low relative to the
risks being taken in a system where banks heavily relied on liquidity through
"marketable instruments" which eventually, when liquidity evaporated, proved not to
be marketable. If banks engage in proprietary activities for a significant part of their
total activities, much higher capital requirements will be needed.

*  See Lord Turner, The Financial Crisis and the Future of Financial Regulation, Economoist's inaugural city Lecture,

21 January 2009.
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It is important that such recommendations be quickly adopted at international level by the
Basel committee and the FSF who should define the appropriate details.

61) Measuring and limiting liquidity risk is crucial, but cannot be achieved merely through
quantitative criteria. Indeed the "originate-and-distribute" model which has developed
hand in hand with securitisation has introduced a new dimension to the liquidity issue.
That dimension has not sufficiently been taken into account by the existing framework.
The assessment by institutions and regulators of the "right" liquidity levels is difficult
because it much depends on the assumptions made on the liquidity of specific assets and
complex securities as well as secured funding. Therefore the assets of the banking system
should be examined in terms not only of their levels, but also of their quality (counterparty
risk, transparency of complex instruments...) and of their maturity transformation risk
(e.g. dependence on short term funding). These liquidity constraints should be carefully
assessed by supervisors. Indeed a "mismatch ratio" or increases in liquidity ratios must be
consistent with the nature of assets and the time horizons of their holdings by banks.

The Basel committee should in the future concentrate more on liquidity risk management.
Even though this is a very difficult task, it should come forward with a set of norms to
complement the existing qualitative criteria (these norms should cover the need to
maintain, given the nature of the risk portfolio, an appropriate mix of long term funding
and liquid assets).

62) There should be stricter rules (as has been recommended by the FSF) for off-balance sheet
vehicles. This means clarifying the scope of prudential regulation applicable to these
vehicles and determining, if needed, higher capital requirements. Better transparency
should also be ensured.

63) The EU should agree on a clear, common and comprehensive definition of own funds.
This definition should in particular clarify whether, and if so which, hybrid instruments
should be considered as Tier 1. This definition would have to be confirmed at
international level by the Basel committee and applied globally. Consideration should
also be given to the possibility of limiting Tier 1 instruments in the future to equity and
reserves.

64) In order to ensure that management and banks' board members possess the necessary
competence to fully understand complex instruments and methods, the "fit and proper"
criteria should be reviewed and strengthened. Also, internationally harmonized rules
should be implemented for strengthening the mandates and resources for banks’ internal
control and audit functions. Regulators and supervisors should also be better trained to
understand risk assessment models.

65) The Group supports the work initiated by the Basel committee on the above issues. It will
however be important that the Basel committee works as expeditiously as possible. It took
8 years to revise Basel 1. This is far too long, especially given the speed at which the
banking sector evolves. It will be important for the Basel committee to find ways to agree
on the details of the above reforms far more quickly.
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Recommendation 1: The Group sees the need for a fundamental review of the Basel 2
rules. The Basel Committee of Banking Supervisors should therefore be invited to urgently
amend therules with a view to:

- gradually increase minimum capital requirements,

- reduce pro-cyclicality, by e.g. encouraging dynamic provisioning or capital buffers;
- introduce stricter rulesfor off-balance sheet items;

- tighten norms on liquidity management; and

- dtrengthen the rules for bank’s internal control and risk management, notably by
reinforcing the " fit and proper" criteria for management and board members.

Furthermore, it is essential that rules are complemented by more reliance on judgement.

Recommendation 2: In the EU, a common definition of regulatory capital should be
adopted, clarifying whether, and if so which, hybrid instruments should be considered as
tier 1 capital. This definition should be confirmed by the Basel Committee.

b) Credit Rating Agencies

66) Given the pivotal and quasi-regulatory role that they play in today's financial markets,
Credit Rating Agencies must be regulated effectively to ensure that their ratings are
independent, objective and of the highest possible quality. This is all the more true given
the oligopolistic nature of this business. The stability and functioning of financial markets
should not depend on the opinions of a small number of agencies — whose opinions often
were proven wrong, and who have much too frequently substituted for rigorous due
diligence by firms.

67) The Commission has made a proposal for a Regulation on CRAs. However, the system of
licensing and oversight contained in this proposal is too cumbersome. The allocation of
work between the home and host authorities, in particular, is likely to lack effectiveness
and efficiency. The Group is of the view that it would be far more rational to entrust the
Committee of European Securities Regulators (CESR) with the task of licensing CRAs in
the EU, monitoring their performance, and in the light of this imposing changes (as is
proposed in the new supervisory framework proposed in the next chapter).

68) Beyond this proposal for a Regulation, a fundamental review of CRAs economic model
should be conducted, notably in order to eliminate the conflicts of interests that currently
exist. One drawback of the present model is that CRAs are entirely financed by the issuers
and not by the users, which is a source of conflict of interest. The modalities of a switch
from the current "issuer pays" model to a "buyer pays" model should be considered at
international level. Furthermore, and even though this may well be a difficult task in
practice, consideration should be given to the ways in which the formulation of ratings
could be completely separated from the advice given to issuers on the engineering of
complex products.
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69) The use of ratings required by some financial regulations raises a number of problems, but
is probably unavoidable at this stage. However, it should be significantly reduced over
time.

70) Regulators should have a close eye on the performance of CRAs with the recognition and
allowable use of their ratings made dependent on their performance. This role should be
entrusted to CESR, who should on an annual basis approve those CRAs whose ratings can
be used for regulatory purposes. Should the performance of a given CRA be insufficient,
its activities could be restricted or its licence withdrawn by CESR.

71) Finally, the rating of structured products should be transformed with a new, distinct code
alerting investors about the complexity of the instrument.

72) These recommendations will of course have to dovetail with increased due diligence from
the buy-side. Supervisors should check that financial institutions have the capacity to
complement the use of external ratings (on which they should no longer excessively rely
upon) with sound independent evaluations.

Recommendation 3: Concerning the regulation of Credit Rating Agencies (CRAS), the
Group recommends that:

- within the EU, a strengthened CESR should be in charge of registering and supervising
CRAsS,

- a fundamental review of CRAS business model, its financing and of the scope for
separating rating and advisory activities should be undertaken;

- theuseof ratingsin financial regulations should be significantly reduced over time;

- therating for structured products should be transformed by introducing distinct codes
for such products.

It iscrucial that these regulatory changes are accompanied by increased due diligence and
judgement by investors and improved supervision.

c) Themark-to-market principle

73) The crisis has brought into relief the difficulty to apply the mark-to-market principle in
certain market conditions as well as the strong pro-cyclical impact that this principle can
have. The Group considers that a wide reflection is needed on the mark-to-market
principle. Whilst in general this principle makes sense, there may be specific conditions
where this principle should not apply because it can mislead investors and distort
managers' policies.

74) It is particularly important that banks can retain the possibility to keep assets, accounted
for amortised cost at historical or original fair value (corrected, of course, for future
impairments), over a long period in the banking book - which does not mean that banks
should have the discretion to switch assets at will from the banking to the trading book.
The swift October 2008 decision by the EU to modify IAS-39, thereby introducing more
flexibility as well as convergence with US GAAP, is to be commended. It is irrelevant to
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mark-to-market, on a daily basis, assets that are intended to be held and managed on a
long-term horizon provided that they are reasonably matched by financing.

75) Differences between business models must also be taken into account. For example,
intermediation of credit and liquidity requires disclosure and transparency but not
necessarily mark-to-market rules which, while being appropriate for investment banks and
trading activities, are not consistent with the traditional loan activity and the policy of
holding long term investments. Long-term economic value should be central to any
valuation method: it may be based, for instance, on an assessment of the future cash flows
deriving from the security as long as there is an explicit minimum holding period and as
long as the cash flows can be considered as sustainable over a long period.

76) Another matter to be addressed relates to situations where assets can no longer be marked-
to-market because there is no active market for the assets concerned. Financial institutions
in such circumstances have no other solution than to use internal modelling processes. The
quality and adequacy of these processes should of course be assessed by auditors. The
methodologies used should be transparent. Furthermore internal modelling processes
should also be overseen by the level 3 committees, in order to ensure consistency and
avoid competitive distortions.

77) To ensure convergence of accounting practices and a level playing-field at the global
level, it should be the role of the International Accounting Standard Board (IASB) to
foster the emergence of a consensus as to where and how the mark-to-market principle
should apply — and where it should not. The IASB must, to this end, open itself up more to
the views of the regulatory, supervisory and business communities. This should be
coupled with developing a far more responsive, open, accountable and balanced
governance structure. If such a consensus does not emerge, it should be the role of the
international community to set limits to the application of the mark-to-market principle.

78) The valuation of impaired assets is now at the centre of the political debate. It is of crucial
importance that valuation of these assets is carried-out on the basis of common
methodologies at international level. The Group encourages all parties to arrive at a
solution which will minimise competition distortions and costs for taxpayers. If there are
widely variant solutions — market uncertainty will not be improved.

79) Regarding the issue of pro-cylicality, as a matter of principle, the accounting system
should be neutral and not be allowed to change business models — which it has been doing
in the past by "incentivising" banks to act short term. The public good of financial
stability must be embedded in accounting standard setting. This would be facilitated if the
regulatory community would have a permanent seat in the IASB (see chapter on global
repair).

Recommendation 4: With respect to accounting rules the Group considers that a wider
reflection on the mark-to-market principle is needed and in particular recommends that:

- expeditious solutions should be found to the remaining accounting issues concerning
complex products,

- accounting standards should not bias business models, promote pro-cyclical behaviour
or discourage long-term investment;
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- thel ASB and other accounting standard setters should clarify and agree on a common,
transparent methodology for the valuation of assets in illiquid markets where mark-to-
market cannot be applied;

- the IASB further opens its standard-setting process to the regulatory, supervisory and
business communities;

- theoversight and governance structure of the | ASB be strengthened.

d) Insurance

80) The crisis originated and developed in the banking sector. But the insurance sector has
been far from immune. The largest insurance company in the world has had to be bailed
out because of its entanglement with the entire financial sector, inter alia through credit
default swaps activities. In addition, the failure of the business models of monoline
insurers has created significant market and regulatory concern. It is therefore important,
especially at a time where Europe is in the process of overhauling its regulatory
framework for the entire insurance sector, to draw the lessons from the crisis in the US
insurance sector. Insurance companies can in particular be subject to major market and
concentration risks. Compared to banks, insurance companies tend to be more sensitive to
stock market developments (and less to liquidity and credit risks, even if the crisis has
shown that they are not immune to those risks either).

81) Solvency 2 is an important step forward in the effort to improve insurance regulation, to
foster risk assessments and to rationalise the management of large firms. Solvency 2
should therefore be adopted urgently. The directive, especially if complemented by
measures which draw the lessons from the crisis, would remedy the present fragmentation
of rules in the EU and allow for a more comprehensive, qualitative and economic
assessment of the risks mentioned above. The directive would also facilitate the
management and supervision of large insurance groups. With colleges of supervisors for
all cross-border groups the directive would strengthen and organise better supervisory
cooperation — something lacking up to now in spite of the efforts made by the Committee
of European Insurance and Occupational Pensions Supervisors (CEIOPS). The AIG case
in the US has illustrated in dramatic terms what happens when there is a lack of
supervisory cooperation.

82) Differences of views between "home" and "host" Member States on the operation of the
group support regime have so far prevented a successful conclusion of the negotiation of
the directive. This should be addressed by providing adequate safeguards for host Member
States. In addition, the Group believes that the new supervisory framework proposed in
the chapter on supervision (and in particular, the setting up of a binding mediation
mechanism between home and host supervisors) plus the development of harmonised
insurance guarantees schemes could contribute to finding a solution for the current
deadlock. All the above measures (safeguards, binding mediation, insurance guarantee
schemes) should be implemented together concurrently with Solvency 2. It would be
highly desirable to agree the above package by May 2009 when the European Parliament
breaks for its elections.
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Recommendation 5: The Group considers that the Solvency 2 directive must be adopted and
include a balanced group support regime, coupled with sufficient safeguards for host
Member States, a binding mediation process between supervisors and the setting-up of
harmonised insurance guarantee schemes.

€) Supervisory and sanctioning powers

83) A sound prudential and conduct of business framework for the financial sector must rest
on strong supervisory and sanctioning regimes. Supervisory authorities must be equipped
with sufficient powers to act when financial institutions have inadequate risk management
and control mechanisms as well as inadequate solvency of liquidity positions. There
should also be equal, strong and deterrent sanctions regimes against all financial crimes -
sanctions which should be enforced effectively.

84) Neither of these exist for the time being in the EU. Member States sanctioning regimes are
in general weak and heterogeneous. Sanctions for insider trading range from a few
thousands of euros in one Member State to millions of euros or jail in another. This can
induce regulatory arbitrage in a single market. Sanctions should therefore be urgently
strengthened and harmonised. The huge pecuniary differences between the level of fines
that can be levied in the competition area and financial fraud penalties is striking.
Furthermore, Member States should review their capacity to adequately detect financial
crimes when they occur. Where needed, more resources and more sophisticated detection
processes should be deployed.

Recommendation 6: The Group considers that:

- Competent authorities in all Member States must have sufficient supervisory powers,
including sanctions, to ensure the compliance of financial ingtitutions with the
applicablerules;

- Competent authorities should also be equipped with strong, equivalent and deterrent
sanction regimes to counter all types of financial crime.

Closing the gapsin regulation
a) The" parallel banking system"

85)In addition to the weaknesses identified in the present regulatory framework, and in
particular in the Basel 2 framework, it is advisable to look into the activities of the
"parallel banking system" (encompassing hedge funds, investment banks, other funds,
various off-balance sheet items, mortgage brokers in some jurisdictions). The Group
considers that appropriate regulation must be extended, in a proportionate manner, to all
firms or entities conducting financial activities which may have a systemic impact (i.e. in
the form of counterparty, maturity, interest rate risks...) even if they have no direct links
with the public at large. This is all the more important since such institutions, having no
deposit base, can be very vulnerable when liquidity evaporates — resulting in major
impacts in the real economy.
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86) Concerning hedge funds, the Group considers they did not play a major role in the
emergence of the crisis. Their role has largely been limited to a transmission function,
notably through massive selling of shares and short-selling transactions. We should also
recognise that in the EU, unlike the US, the great bulk of hedge fund managers are
registered and subject to information requirements. This is the case in particular in the
UK, where all hedge funds managers are subject to registration and regulation, as all fund
managers are, and where the largest 30 are subject to direct information requirements
often obtained on a global basis as well as to indirect monitoring via the banks and prime
brokers.

87) It would be desirable that all other Member States as well as the US adopt a comparable
set of measures. Indeed, hedge funds can add to the leverage of the system and, given the
scale at which they can operate, should a problem arise, the concentrated unwinding of
their positions could cause major dislocation.

88) There is a need for greater transparency since banks, the main lenders to hedge funds, and
their supervisors have not been able to obtain a global view of the risks they were
engaging in. At the very least, supervisors need to know which hedge funds are of
systemic importance. And they should have a clear on-going view on the strategies, risk
structure and leverage of these systemically important funds. This need for supervisory
information requires the introduction of a formal authority to register these funds, to
assess their strategies, their methods and their leverage. This is necessary for the exercise
of macro-prudential oversight and therefore essential for financial stability.

89) Appropriate regulation in the US must also be redesigned for large investment banks and
broker dealers when they are not organised as bank holding companies.

90)In this context, particular attention has to be paid to institutions which engage in
proprietary trading to create value for their shareholders, i.e. investment banks and
commercial banks who have engaged in these activities (that are not essentially different
from some hedge funds). The conventional wisdom has been that light regulatory
principles could apply to these because they were trading "at their own risk". Evidence has
shown that the investment banks were subject to very thin capital requirements, became
highly leveraged and then created severe systemic problems. Furthermore, it turned out
that these institutions were subject to only very weak supervision by the Securities and
Exchange Commission (SEC), which meant that no one had a precise view on their
involvement with hedge funds and SPVs; nor had the competent authorities a view on the
magnitude of the proprietary investments of these institutions, in particular in the US real
estate sector.

91) While these institutions should not be controlled like ordinary banks, adequate capital
requirements should be set for proprietary trading and reporting obligations should be
applied in order to assess their degree of leverage. Furthermore, the wrong incentives that
induced excessive risk taking (in particular because of the way in which bonuses are
structured) must be rectified.

92) Where a bank actually owns a hedge fund (or a private equity fund), the Group does not
believe that such ownership should be necessarily prohibited. It believes however that this
situation should induce very strict capital requirements and very close monitoring by the
supervisory authorities.
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Recommendation 7: Concerning the " parallel banking system” the Group recommends to:

extend appropriate regulation, in a proportionate manner, to all firms or entities
conducting financial activities of a potentially systemic nature, even if they have no
direct dealings with the public at large;

improve transparency in all financial markets - and notably for systemically important
hedge funds - by imposing, in all EU Member States and internationally, registration
and information requirements on hedge fund managers, concerning their strategies,
methods and leverage, including their worldwide activities;

introduce appropriate capital requirements on banks owning or operating a hedge fund
or being otherwise engaged in significant proprietary trading and to closely monitor
them.

b) Securitised products and derivatives markets

93) The crisis has revealed that there will be a need to take a wide look at the functioning of

derivative markets. The simplification and standardisation of most over-the-counter
(OTC) derivatives and the development of appropriate risk-mitigation techniques plus
transparency measures could go a long way towards restoring trust in the functioning of
these markets. It might also be worth considering whether there are any benefits in
extending the relevant parts of the current code of conduct on clearing and settlement
from cash equities to derivatives.

94) In the short-run, an important goal should be to reduce the counterparty risks that exist in

the system. This should be done by the creation in the EU of at least one well-capitalised
central clearing house for over-the-counter credit-default swaps (CDS), which would have
to be simplified and standardized. This clearing house should be supervised by CESR and
by the relevant monetary authorities, and notably the ECB (about 80% of the CDS market
is denominated in euros). This is vital to realize the highly needed reduction from gross
to net positions in counterparty risks, particularly in cases of default such as Lehman
Brothers.

95) To restore confidence in securitized markets, it is important to oblige at the international

level issuers of complex securities to retain on their books for the life of the instrument a
meaningful amount of the underlying risk (non-hedged).

Recommendation 8: Concerning securitised products and derivatives markets, the Group

recommends to:

simplify and standardise over-the-counter derivatives;

introduce and require the use of at least one well-capitalised central clearing house for
credit default swapsin the EU;

guarantee that issuers of securitised products retain on their books for the life of the
instrument a meaningful amount of the underlying risk (non-hedged).

3 Use of central bank money should be made for securities settlement, as proposed by Target 2 securities.
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c) Investment funds

1) Money market funds issues

96) Another area which deserves attention is the regulation of the investment fund industry. A
small number of investment funds in the EU have faced temporary difficulties in meeting
investor redemption demands because of the unexpected contraction of liquidity in
previously highly liquid markets (e.g. asset backed commercial paper, short-term banking

paper).

97) This highlights in particular the need for a common EU definition of money market funds,
and a stricter codification of the assets in which they can invest in order to limit exposure
to credit, market and liquidity risks.

i) Depository issues

98) The Madoff case has illustrated the importance of better controlling the quality of
processes and functions in the case of funds, funds of funds and delegations of
responsibilities. Several measures seem appropriate:

- delegation of investment management functions should only take place after proper
due diligence and continuous monitoring by the "delegator";

- an independent depository should be appointed, preferably a third party;

- The depository institution, as custodians, should remain responsible for safe-keeping
duties of all the funds assets at all times, in order to be able to perform effectively its
compliance-control functions. Delegation of depository functions to a third party
should therefore be forbidden. Nevertheless, the depositary institution may have to use
sub-custodians to safe-keep foreign assets. Sub-custodians must be completely
independent of the fund or the manager. The depositary must continue to perform
effective duties as is presently requested. The quality of this duties should be the
object of supervision;

- delegation practices to institutions outside of the EU should not be used to pervert EU
legislation (UCITS provides strict "Chinese walls" between asset management
functions and depositary-safe-keeping functions. This segregation should be respected
whatever the delegation model is used).

Recommendation 9: With respect to investment funds, the Group proposes to further
develop common rules for investment funds in the EU, notably concerning definitions,
codification of assets and rules for delegation. This should be accompanied by a tighter
supervisory control over the independent role of depositories and custodians.
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V.

99)

EQUIPPING EUROPE WITH A CONSISTENT SET OF RULES

While the above areas for regulatory repair are relevant for all major jurisdictions in the
world, and should be addressed internationally, Europe suffers from an additional
problem in comparison to all single jurisdictions: the lack of a consistent set of rules.

100) An efficient Single Market should have a harmonised set of core rules.

101) There are at least four reasons for this:

- a single financial market - which is one of the key-features of the Union - cannot
function properly if national rules and regulations are significantly different from
one country to the other;

- such a diversity is bound to lead to competitive distortions among financial
institutions and encourage regulatory arbitrage;

- for cross-border groups, regulatory diversity goes against efficiency and the normal
group approaches to risk management and capital allocation;

- in cases of institutional failures, the management of crises in case of cross-border
institutions is made all the more difficult.

102) The present regulatory framework in Europe lacks cohesiveness. The main cause of this

situation stems from the options provided to EU members in the enforcement of
common directives. These options lead to a wide diversity of national transpositions
related to local traditions, legislations and practices.

103) This problem has been well-identified since the very beginning of the single financial

market process. But the solutions have not always met the challenges. The fundamental
cause for this lack of harmonisation is that the level 1directives have too often left, as a
political choice, a range of national options. In these circumstances, it is unreasonable to
expect the level 3 committees to be able to impose a single solution. Even when a
directive does not include national options, it can lead to diverse interpretations which
cannot be eliminated at level 3 in the present legal set-up.

104) As has been pointed out above, most of these issues relate to the effectiveness of the

single financial market more than to the crisis. But three observations can be made here:
firstly, the mandate of this Group is not limited to recommendations directly related to
the issues that have arisen in the crisis; secondly, a number of important differences
between Member States (different bankruptcy laws, different reporting obligations,
different definitions of economic capital...) have compounded the problems of crisis
prevention and management; thirdly, the crisis has shown that financial policy actions in
one country can have detrimental effects on other countries. To avoid as much as
possible spill-over effects and build the necessary trust, some institutionalised and
binding arrangements are needed.
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a)

Examples of current regulatory inconsistencies

105) A few examples of excessive diversity can be stressed:

106)

b)

the differences regarding the sectoral extent of EU supervision. Some EU countries
have an extended definition of credit institutions (i.e. "établissements de crédit"),
while other members have much more limited definitions. This is a source of
problematic divergences between members that can lead to laxer supervision and
regulatory arbitrage;

reporting obligations are very diverse in the EU, some institutions -especially the
non-listed ones- have no obligation to issue accounting reports. The transparency of
the system is negatively affected by such differences;

the definition of core capital differs from one Member State to another, with an
impact in terms of communication. Some companies do not subtract goodwill from
the definition of core capital;

there are different accounting practices for provisions related to pensions. These
differences create serious distortions in the calculation of prudential own funds in
different nations;

the directive on insurance mediation has led to highly divergent transpositions in the
Member States. Some Member States have transposed the directive as it is with
almost no national additions, while others have complemented the directive with
very extensive national rules. Given that the directive grants a single passport to
insurance intermediaries, these different transpositions induce competition
distortions;

there is limited harmonisation of the way in which insurance companies have to
calculate their technical provisions, which makes it difficult to compare the solvency
standing of insurance companies across the Community;

the differences in the definition of regulatory capital regarding financial institutions
are striking within the EU (for example, the treatment of subordinated debt as core
tier 1 is the object of different adaptations). This goes at the heart of the efficiency
and the enforcement of the Basel directive on capital requirements;

there is no single agreed methodology to validate risks assessments by financial
institutions;

there are still substantial differences in the modalities related to deposit insurance;

there is no harmonisation whatsoever for insurance guarantee schemes.

This brief analysis, based on concrete examples, leads to the conclusion that keeping
intact the "present arrangements" is not the best option in the context of the Single
Market.

Theway forward

107) How to correct such a situation?

First of all, it must be noted that harmonisation is not an end in itself and that
consistency does not need identical rules everywhere. There are national approaches that
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can be beneficial to the interested countries while not falling into the drawbacks
mentioned above. National exceptions should be looked at with this in mind.

108) Furthermore, allowing a country, under appropriate circumstances, to adopt safeguards
or regulatory measures stricter than the common framework should not be rejected. As
long as agreed minimum core standards are harmonized and enforced, a country could
take more restrictive measures if it considers they are domestically appropriate to
safeguard financial stability. This should of course be done while respecting the
principles of the internal market.

109) This being said the problem of regulatory inconsistencies must be solved at two
different levels:

- the global level. The EU participates in a number of international arrangements (e.g.
Basel committee, FSF) and multilateral institutions (e.g. IMF) that cannot be
unilaterally changed by the EU. If and when some changes in those global rules
appeared necessary, Europe should "speak with one voice" as we will mention in the
global chapter;

- the European level. The European Institutions and the level 3 committees should
equip the EU financial sector with a set of consistent core rules. Future legislation
should be based, wherever possible, on regulations (which are of direct application).
When directives are used, the co-legislator should strive to achieve maximum
harmonisation of the core issues. Furthermore, a process should be launched to
remove key-differences stemming from the derogations, exceptions and vague
provisions currently contained in some directives (see chapter on supervision).

Recommendation 10: In order to tackle the current absence of a truly harmonised set of
corerulesin the EU, the Group recommends that:

- Member States and the European Parliament should avoid in the future legislation that
permits inconsistent transposition and application;

- the Commission and the level 3 Committees should identify those national exceptions,
the removal of which would improve the functioning of the single financial market;
reduce distortions of competition and regulatory arbitrage; or improve the efficiency of
cross-border financial activity in the EU. Notwithstanding, a Member State should be
able to adopt more stringent national regulatory measures considered to be domestically
appropriate for safeguarding financial stability as long as the principles of the internal
market and agreed minimum core standards are respected.

V. CORPORATE GOVERNANCE
110) This is one of the most important failures of the present crisis.
111) Corporate governance has never been spoken about as much as over the last decade.

Procedural progress has no doubt been achieved (establishment of board committees,
standards set by the banking supervision committee) but looking back at the causes of
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the crisis, it is clear that the financial system at large did not carry out its tasks with
enough consideration for the long-term interest of its stakeholders. Most of the
incentives — many of them being the result of official action — encouraged financial
institutions to act in a short-term perspective and to make as much profit as possible to
the detriment of credit quality and prudence; interest rates were low and funding
plentiful; the new accounting rules were systematically biased towards short-term
performance (indeed these rules led to immediate mark-to-market recognition of profit
without allowing a discount for future potential losses). As a result of all this, the long-
term, "through the cycle" perspective has been neglected.

112) In such an environment, investors and shareholders became accustomed to higher and
higher revenues and returns on equity which hugely outpaced for many years real
economic growth rates. Few managers avoided the "herd instinct" — leading them to join
the competitive race even if they might have suspected (or should have known) that risk
premia were falling and that securitisation as it was applied could not shield the
financial system against bad risks.

113) This is a sombre picture and not an easy one to correct; much of this behaviour was
ingrained in the incentive structure mentioned above.

114) There should be no illusion that regulation alone can solve all these problems and
transform the mindset that presided over the functioning (and downward spiral) of the
system.

115) However, good, well-targeted measures could help mitigate or eliminate a number of
misled incentives; the Group believes that several recommendations put forward in this
report would be useful in this respect. They are:

- reform of the accounting system;

- a building-up of buffers in the form of dynamic provisioning or higher capital
requirements in the good times;

- closing of regulatory gaps (e.g. off-balance sheet operations, oversight of hedge
funds).

116) The Group however wishes to stress two further aspects of corporate governance that
require specific attention: remuneration and risk management.

Remuner ation issues

117) The crisis has launched a debate on remuneration in the financial services industry.
There are two dimensions to this problem: one is the often excessive level of
remuneration in the financial sector; the other one is the structure of this remuneration,
notably the fact that they induce too high risk-taking and encourage short-termism to the
detriment of long-term performance. Social-political dissatisfaction has tended recently
to focus, for understandable reasons, on the former. However, it is primarily the latter
issue which has had an adverse impact on risk management and has thereby contributed
to the crisis. It is therefore on the structure of remuneration that policy-makers should
concentrate reforms going forward.
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118) It is extremely important to re-align compensation incentives with shareholder interests
and long-term, firm-wide profitability. Compensation schemes must become fully
transparent. Industry has already come up with various sets of useful principles to try
and achieve this. The principles agreed in 2008 by the Institute of International Finance,
for example, are a first step.

119) Without dealing with remuneration in financial institutions that have received public
support, nor impinging on the responsibility of financial institutions in this field, it
seems appropriate to outline a few principles that should guide compensation policies.
Such principles include:

- the assessment of bonuses should be set in a multi-year framework. This would
allow, say over five years, to spread out the actual payment of the bonus pool of
each trading unit through the cycle and to deduct any potential losses occurring
during the period. This would be a more realistic and less short-term incentivised
method than present practice;

- these standards should apply not only to proprietary trading but also to asset
managers;

- bonuses should reflect actual performance and therefore should not be "guaranteed"
in advance.

120) Supervisors should oversee the adequacy of financial institutions' compensation
policies. And if they consider that these policies conflict with sound underwriting
practice, adequate risk management or are systematically encouraging short-term risk-
taking, they should require the institutions concerned to reassess their remuneration
policies. If supervisors are not satisfied by the measures taken they should use the
possibility opened by pillar 2 of the Basel framework to require the financial institutions
concerned to provide additional capital.

121) Of course the same guidelines should apply in relation to other financial institutions in
order to avoid competitive distortions and loopholes. As suggested in the "global repair"
chapter of this report, consistent enforcement of these measures at global level should be
ensured to avoid excessive risk-taking.

Recommendation 11: In view of the corporate governance failures revealed by the current

financial crisis, the Group considers that compensation incentives must be better aligned

with shareholder interests and long-term firm-wide profitability by basing the structure of

financial sector compensation schemes on the following principles:

- the assessment of bonuses should be set in a multi-year framework, spreading bonus
payments over the cycle;

- the same principles should apply to proprietary traders and asset managers,

- bonuses should reflect actual performance and not be guaranteed in advance.

Supervisors should oversee the suitability of financial institutions compensation policies,
require changes where compensation policies encourage excessive risk-taking and, where
necessary, impose additional capital requirements under pillar 2 of Basel 2 in case no
adequate remedial action is being taken.
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Internal risk management

122) In many cases, risk monitoring and management practices within financial institutions
have dramatically failed in the crisis.

123) In the future, the risk management function must be fully independent within the firms
and it should carry out effective and not arbitrarily constrained stress testing exercises.
Firms should organise themselves internally so that incentives are not too much tilted
towards risk taking — neglecting risk control. To contribute to this, the Senior Risk
Officer in an institution should hold a very high rank in the hierarchy (at senior
management level with direct access to the board). Changes to remuneration structures
will also be needed: effective checks and balances are indeed unlikely to work if those
who are supposed to control risk remain under-paid compared to those whose job it is to
take risks.

124) But all this must not be construed as exonerating issuers and investors from their duties.
For issuers, transparency and clarity in the description of assets put on the market is of
the essence as this report has often stressed; but investors and in particular asset
managers must not rely (as has too often been the case) on credit rating agencies
assessments; they must exercise informed judgement; penalties should be enforced by
supervisors when this is not applied. Supervisory control of firms' risk management
should be considerably reinforced through rigorous and frequent inspection regimes.

Recommendation 12: With respect to internal risk management, the Group recommends
that:

- the risk management function within financial institutions must be made independent
and responsible for effective, independent stresstesting;

- senior risk officers should hold a very high rank in the company hierarchy, and

- internal risk assessment and proper due diligence must not be neglected by over-
reliance on external ratings.

Supervisors are called upon to frequently inspect financial institutions internal risk
management systems.

VI. CRISSMANAGEMENT AND RESOLUTION

125) As a general observation, it has been clearly demonstrated that the stakes in a banking
crisis are high for Governments and society at large because such a situation has the
potential to jeopardise financial stability and the real economy. The crisis has also
shown that crisis prevention, crisis management and crisis resolution tools should all be
handled in a consistent regulatory framework.

126) Of course, crisis prevention should be the first preoccupation of national and EU
authorities (see chapter on supervision). Supervisors should act as early as possible in
order to address the vulnerabilities identified in a given institution, and use all means
available to them to this effect (e.g. calling on contributions from shareholders, fostering

32




the acquisition of the institution concerned by a stronger one). In this respect, the role of
central banks which are by essence well placed to observe the first signs of vulnerability
of a bank is of crucial importance. Therefore in countries where supervision is not in the
hands of the central bank, a close collaboration must be ensured between supervisors
and central banks. But crises will always occur and recent experiences in managing
crises have shown that many improvements to the present system are called for.

a) Dealing with the moral hazard issue

127) “Constructive ambiguity” regarding decisions whether or not public sector support will
be made available can be useful to contain moral hazard. However, the cure for moral
hazard is not to be ambiguous on the issue of public sector involvement as such in crisis
management. Two aspects need to be distinguished and require different treatment. On
the one hand, a clear and consistent framework for crisis management is required with
full transparency and certainty that the authorities have developed concrete crisis
management plans to be used in cases where absence of such public sector support is
likely to create uncertainty and threaten financial stability. On the other hand,
constructive ambiguity and uncertainty is appropriate in the application of these
arrangements in future individual cases of distressed banks’.

b) Framework for dealing with distressed banks

128) In the management of a crisis, priority should always be given to private-sector
solutions (e.g. restructuring). When these solutions appear insufficient, then public
authorities have to play a more prominent role and the injection of public money
becomes often inevitable.

129) As far as domestic national banks are concerned, crisis management should be kept at
the national level. National supervisors know the banks well, the political authorities
have at their disposal a consistent legal framework and taxpayers' concerns can be dealt
with in the democratic framework of an elected government. For cross-border
institutions at EU level, because of different supervisory, crisis management and
resolution tools as well as different company and insolvency laws, the situation is much
more complex to handle. There are inconsistencies between national legislation
preventing an orderly and efficient handling of an institution in difficulty.

130) For example, company law provisions in some countries prevent in times of crisis the
transfer of assets from one legal entity to another within the same group. This makes it
impossible to transfer assets where they are needed, even though this may be crucial to
safeguard the viability of the group as a whole. Another problem is that some countries
place, in their national laws, emphasis on the protection of the institution while other
countries attach a greater priority to the protection of creditors. In the crisis resolution
phase, other problems appear: for example, the ranks of creditors are different from one
Member State to the other.

S This approach is recommended by Charles Goodhart and Dirk Schoenmaker, “Fiscal Burden Sharing in Cross Border
Banking Crises”, in International Journal of Central Banking, to be published early 2009.
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131) The lack of consistent crisis management and resolution tools across the Single Market
places Europe at a disadvantage vis-a-vis the US and these issues should be addressed
by the adoption at EU level of adequate measures.

c) Deposit Guarantee Schemes (DGYS)

132) The crisis has demonstrated that the current organisation of DGSs in the Member States
was a major weakness in the EU banking regulatory framework’. The Commission
recent proposal is an important step to improve the current regime, as it will improve the
protection of depositors.

133) A critical element of this proposal is the requirement that all Member States apply the
same amount of DGS protection for each depositor. The EU cannot indeed continue to
rely on the principle of a minimum coverage level, which can be topped-up at national
level. This principle presents two major flaws: first, in a situation where a national
banking sector is perceived as becoming fragile, there is the risk that deposits would be
moved to the countries with the most protective regime (thus weakening banks in the
first country even further); second, it would mean that in the same Member State the
customers of a local bank and those using the services of a third country branch could
enjoy different coverage levels. As the crisis has shown, this cannot be reconciled with
the notion of a well-functioning Single Market.

134) Another important element to be taken into account is the way in which the DGSs are
funded. In this respect, the Group is of the view that preference should be given to
schemes which are pre-funded by the financial sector. Such schemes are better to foster
confidence and help avoiding pro-cyclical effects resulting from banks having to pay
into the schemes at a time where they are already in difficulty.

135) Normally, pre-funded DGSs should take care in the future of losses incurred by
depositors. Nonetheless, it is probable that for very large and cross border institutions,
pre-funded mechanisms might not be sufficient to cover these guarantees. In order to
preserve trust in the system, it should be made clear that in those cases pre-funded
schemes would have to be topped-up by the State.

” The Commission's recent proposal is an important step to improve the current DGS-regime, as it strengthens harmonisation
and improves the protection of depositors. However, the directive still leaves a large degree of discretion to member states,
particularly in relation to funding arrangements, administrative responsibility and the role of DGS in the overall crisis
management framework. Leaving these issues unresolved at EU-level implies that significant weaknesses remain in the DGS-
framework, including inter alia:

— Unsustainable funding — the current lack of sophisticated and risk sensitive funding arrangements involves a significant
risk that governments will have to carry the financial burden indented for the banks, or worse, that the DGS fails on their
commitments (both of which illustrated by the Icelandic case). In particular, in relation to the any of the 43 European
LFClIs identified earlier in the chapter, no current scheme can be expected to have the capacity to make reimbursements
without involving public funds.

— Limited use in crisis management — Even if DGS’ had that capacity, the pay box nature of most schemes makes it
unlikely that they ever will be utilised for LFCIs, because of the large externalities associated with letting such
institutions fail.

— Negative effects on financial stability — reliance on ex-post funding and lack of risk sensitive premiums weakens market
discipline (moral hazard), distort the efficient allocation of deposits, as well as it may be a source of pro-cyclicality.

Obstacle to efficient crisis management — due to incompatible schemes (trigger points, early intervention powers etc.) and
diverging incentives among member.
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136)

137)

138)

The idea of a pooled EU fund, composed of the national deposit guarantee funds, has
been discussed by the Group, but has not been supported. The setting-up and
management of such a fund would raise numerous political and practical problems.
Furthermore, one fails to see the added-value that such a fund would have in comparison
to national funds operating under well-harmonised rules (notably for coverage levels
and the triggering of the scheme).

EU harmonization should not go as far either as laying down rules on the possible use of
DGSs in the management of a crisis. It should not prohibit additional roles beyond the
base task for a DGS to act ex post, in the crisis resolution phase, as a pay box by
reimbursing the guaranteed amount to depositors in a defaulted bank. Most member
countries limit their national DGS to this pay box function. Some countries, however,
extend the activities by giving their DGS also a rescue function. The Group did not see
any need for EU harmonization in this respect.

There is a specific case (of the Icelandic type) when a supervisory authority allows some
of its banks to mushroom large branches in other EU countries, whilst the home
Member State is not able to honour the deposit guarantee schemes which are inadequate
for such exposures. The guarantee responsibilities then de facto fall into the jurisdiction
of the host country. This is not acceptable and should at least be addressed, for example,
in the following way: the host Member State should have the right to inquire whether
the funds available in the DGS of the home Member State are indeed sufficient to
protect fully the depositors in the host Member State. Should the host Member State not
have sufficient guarantees that this is indeed the case, the only way to address this kind
of problem is to give sufficient powers to the host supervisory authorities to take
measures that would at the very beginning curtail the expansive trends observed.

The Group has not entered into the specifics of the protection of policy-holders and
investors. It nevertheless considers that the above general principles, and in particular
the equal protection of all customers in the Single Market, should also be implemented
in the insurance and investment sectors.

d) Burden sharing

139)

140)

141)

The issue of burden sharing in cases of crisis resolution is extremely complicated for
two reasons. First, cases where financial support from both public sector and private
sector is needed to reach an acceptable solution are more complex than rescues where
either private or public money is involved. Second, agreement on burden sharing on an
ex post basis, at the moment of the rescue operation, is more difficult to reach than when
one can rely on predetermined, ex ante arrangements.

As noted above, the current lack of pan-EU mechanism to resolve a crisis affecting a
cross-border group implies that there is no choice but to resolve this crisis at national
entity-level or to agree on improvised, ad hoc cross-border solutions. The lack of a
financing mechanism to support the resolution of a cross-border group further
complicates the situation.

On the basis of the experiences learnt from the crisis, the Group believes that the

Member States should become able to manage a crisis in a more adequate way than is
feasible today. There would be merit, in order to achieve this, in developing more
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detailed criteria on burden sharing than the principles established in the current
Memorandum of Understanding (MoU), which limits the sharing of a fiscal burden to
two main principles: the economic impact of the crisis on the Member States concerned
(equity principle) and the allocation of home/host supervisory powers (accountability
principle).

142) Burden sharing arrangements could, in addition, include one of the following criteria, or
a combination thereof:

- the deposits of the institution;

- the assets (either in terms of accounting values, market values or risk-weighted
values) of the institution;

- the revenue flows of the institution;

- the share of payment system flows of the institution;

- the division of supervisory responsibility; the party responsible for supervisory
work, analysis and decision being also responsible for an appropriately larger share

of the costs.

143) These criteria would preferably be implemented by amending the 2008 MoU. Where
needed, additional criteria could be agreed.

Recommendation 13: The Group calls for a coherent and workable regulatory framework
for crisis management in the EU:

- without pre-judging the intervention in future individual cases of distressed financial
institutions, a transparent and clear framework for managing crises should be
devel oped,

- all relevant authorities in the EU should be equipped with appropriate and equivalent
crisis prevention and crisis intervention tools;

- legal obstacles which stand in the way of using these tools in a cross-border context
should be removed, with adequate measures to be adopted at EU level.

Recommendation 14: Deposit Guarantee Schemes (DGS) in the EU should be harmonised
and preferably be pre-funded by the private sector (in exceptional cases topped up by the
State) and provide high, equal protection to all bank customers throughout the EU.

The principle of high, equal protection of all customers should also be implemented in the
insurance and investment sectors.

The Group recognises that the present arrangements for safeguarding the interests of
depositors in host countries have not proved robust in all cases, and recommends that the
existing powers of host countries in respect of branches be reviewed to deal with the
problems which have occurred in this context.
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Recommendation 15: In view of the absence of an EU-level mechanisms for financing
cross-border crisis resolution efforts, Member States should agree on more detailed criteria
for burden sharing than those contained in the existing Memorandum of Understanding

(MoU) and amend the MoU accordingly.
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CHAPTER IllI: EU SUPERVISORY REPAIR

144)

INTRODUCTION

The previous chapter proposed changes to the European regulation of financial services.
This chapter examines the policies and practices of supervision of financial services
within the EU and proposes both short and longer term changes. Regulation and
supervision are interdependent: competent supervision cannot make good failures in
financial regulatory policy; but without competent and well designed supervision good
regulatory policies will be ineffective. High standards in both are therefore required.

Macro and Micro prudential supervision

145)

146)

147)

148)

The experience of the past few years has brought to the fore the important distinction
between micro-prudential and macro-prudential supervision. Both are clearly
intertwined, in substance as well as in operational terms. Both are necessary and will be
covered in this chapter.

Micro-prudential supervision has traditionally been the centre of the attention of
supervisors around the world. The main objective of micro-prudential supervision is to
supervise and limit the distress of individual financial institutions, thus protecting the
customers of the institution in question. The fact that the financial system as a whole
may be exposed to common risks is not always fully taken into account. However, by
preventing the failure of individual financial institutions, micro-prudential supervision
attempts to prevent (or at least mitigate) the risk of contagion and the subsequent
negative externalities in terms of confidence in the overall financial system.

The objective of macro-prudential supervision is to limit the distress of the financial
system as a whole in order to protect the overall economy from significant losses in real
output. While risks to the financial system can in principle arise from the failure of one
financial institution alone if it is large enough in relation to the country concerned
and/or with multiple branches/subsidiaries in other countries, the much more important
global systemic risk arises from a common exposure of many financial institutions to the
same risk factors. Macro-prudential analysis therefore must pay particular attention to
common or correlated shocks and to shocks to those parts of the financial system that
trigger contagious knock-on or feedback effects.

Macro-prudential supervision cannot be meaningful unless it can somehow impact on
supervision at the micro-level; whilst micro-prudential supervision cannot effectively
safeguard financial stability without adequately taking account of macro-level
developments.

The objective of supervision

149)

The prime objective of supervision is to ensure that the rules applicable to the financial
sector are adequately implemented, in order to preserve financial stability and thereby to
ensure confidence in the financial system as a whole and sufficient protection for the
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150)

151)

152)

153)

customers of financial services. One function of supervisors is to detect problems at an
early stage to prevent crises from occurring. However, it is inevitable that there will be
failures from time to time, and the arrangements for supervision have to be seen with
this in mind. But once a crisis has broken out, supervisors have a critical role to play
(together with central banks and finance ministries) to manage the crisis as effectively as
possible to limit the damage to the wider economy and society as a whole.

Supervision must ensure that all supervised entities are subject to a high minimum set of
core standards. When carrying-out their duties, supervisors should not favour a
particular institution, or type of institution, to the detriment of others. Competition
distortions and regulatory arbitrage stemming from different supervisory practices must
be avoided, because they have the potential of undermining financial stability — inter
alia by encouraging a shift of financial activity to countries with lax supervision. The
supervisory system has to be perceived as fair and balanced. Furthermore, a level
playing field is vital for the credibility of supervisory arrangements, their acceptance by
market operators big and small and for generating optimal cooperation between
supervisors and financial institutions. This is of particular importance in the context of
the Single Market, built as it is, inter alia, on the principles of undistorted competition,
freedom of establishment and the free flow of capital. Confidence will be gained in the
European Union from common approaches by all Member States.

The supervisory objective of maintaining financial stability must take into account an
important constraint which is to allow the financial industry to perform its allocative
economic function with the greatest possible efficiency, and thereby contribute to
sustainable economic growth. Supervision should aim to encourage the smooth
functioning of markets and the development of a competitive industry. Poor supervisory
organisation or unduly intrusive supervisory rules and practices will translate into costs
for the financial sector and, in turn, for customers, taxpayers and the wider economy.
Therefore supervision should be carried-out as effectively as possible and at the lowest
possible cost. This, again, is crucial if the Single Market is to deliver all its benefits to
customers and companies.

LESSONSFROM THE CRISIS: WHAT WENT WRONG?

Chapter 1 examined in detail the causes of the crisis. These were many; often with a
global dimension. Although the way in which the financial sector has been supervised
in the EU has not been one of the primary causes behind the crisis, there have been real
and important supervisory failures, from both a macro and micro-prudential standpoint.
The following significant problems have come to light:

L ack of adequate macro-prudential supervision

The present EU supervisory arrangements place too much emphasis on the supervision
of individual firms, and too little on the macro-prudential side. The fact that this failing
is duplicated elsewhere in the world makes it a greater, not a lesser, issue. The Group
believes that to be effective macro-prudential supervision must encompass all sectors of
finance and not be confined to banks, as well as the wider macro-economic context.
This oversight also should take account of global issues. Macro-prudential supervision
requires, in addition to the judgements made by individual Member States, a judgement
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b)

to be taken at EU level. The Group believes that this requires that an Institution at EU
level be entrusted with this task. It recommends that the ECB/ESCB?® be explicitly and
formally charged with this responsibility in the European Union.

| neffective Early War ning mechanisms

154) Insofar as macro-prudential risks were identified (and there was no shortage of

comments about worrying developments in both macroeconomic imbalances and the
lowering price of risk, for example) there was no mechanism to ensure that this
assessment of risk was translated into action. The Group believes, if the responsibility it
proposes to be given to the ECB/ESCB is to work, that there must be an effective and
enforceable mechanism to check that the risks identified by the macro-prudential
analysis have resulted in specific action by the new European Authorities (see below)
and national supervisors. The Group therefore recommends a formal process to give
teeth to this.

Problems of competences

155) There have been a significant number of instances of different types of failure in the

d)

supervision, by national supervisors, of particular institutions, i.e. in their oversight
duties supervisors failed to perform to an adequate standard their responsibilities. One of
these instances — the supervision of Northern Rock by the UK Financial Services
Authority — has been examined in detail, but other, less well documented examples
abound (e.g. IKB, Fortis). The Group believes there is advantage in analysing and
publishing the circumstances of those failures, so that lessons can be learnt and future
supervisory behaviour improved. Although the Group does not believe that any system
can avoid errors of judgment occurring, it considers that the supervisory experience of
the crisis points to the need for well staffed, experienced and well trained supervisors in
all Member States, and the Group accordingly makes recommendations designed to
achieve this.

Failuresto challenge supervisory practices on a cross-border basis

156) The present processes and practices for challenging the decisions of a national

supervisor have proven to be inadequate; for example the embryonic peer review
arrangements being developed within the level 3 committees proved ineffective. At
present (and until any practical arrangements for supervision on an EU basis are both
agreed in principle and translated into practice), extensive reliance is and will be placed
on the judgements and decisions of the home supervisor. This is particularly important
when a financial institution spreads its activities into countries other than its home base
by branching from its home country. This can, as occurred with the Icelandic banks,
create significant risks in countries other than that of the home regulator, yet the ability
of the host countries affected to challenge the decisions of the home regulator do not
sufficiently recognise these risks.

157) The Group believes that an effective means of challenging the decisions of the home

regulator is needed, and therefore makes recommendations designed both to achieve a
step change in the speed and effectiveness of the present arrangements for peer review

8

ESCB is the European System of Central Banks. It includes all the national central banks of the EU.
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158)

€)

159)

f)

160)

9)
161)

h)

162)

(which are at a very early stage of development), and to give force to a considered
decision (if arrived at), that a home regulator has not met the necessary supervisory
standards. The Group considers that a binding mediation mechanism is required to deal
with such cross-border supervisory problems. Without such an effective and binding
mechanism, pressure will build up and some Member States might in the future try to
limit the branching activities of any firm supervised by a supervisor which has been
judged to have failed to meet the standards. Such fragmentation would represent a major
step backwards for the Single Market.

Equally, the Group believes that an effective mechanism is needed to allow home
supervisors to challenge decisions made by host supervisors.

Lack of frankness and cooperation between supervisors

As the crisis developed, in too many instances supervisors in Member States were not
prepared to discuss with appropriate frankness and at an early stage the vulnerabilities of
financial institutions which they supervised. Information flow among supervisors was
far from being optimal, especially in the build-up phase of the crisis. This has led to an
erosion of mutual confidence among supervisors. Although the Group recognises the
issues of commercial confidentiality and legal constraints involved in candid
discussions, it believes that much more frank exchange of information is called for and
makes recommendations to achieve this.

L ack of consistent supervisory powers across Member States

There are substantial differences in the powers granted to national supervisors in
different Member States, both in respect of what they can do by way of supervision and
in respect of the enforcement actions (including sanctions) open to them when a firm is
in breach of its duties. The Group recommends an urgent review of these differences in
powers and subsequent action to bring all supervisors up to a high level minimum
standard. This will involve substantial increase in the powers of a number of Member
States supervisors.

Lack of resourcesin thelevel 3 committees

The resources available to the level 3 committees severely limited the work which they
could undertake, and their speed of reaction. This, combined with the heavy workload
required of them in implementing the Financial Services Action Plan, meant that they
were unable to perform very much either by way of peer review or by way of
identifying sector wide risk issues. The Group therefore believes that the resources
available to the three committees should be significantly increased, and makes
recommendations to that end.

No meansfor supervisorsto take common decisions

There are a number of reasons why the level 3 committees have been unable to
contribute to the effective management of the crisis, notably their inability to take urgent
decisions. For example, they were not able to agree and implement common decisions in
relation to money-market funds or short-selling. The basic reason for this problem is
that the level 3 committees do not have the legal powers to take decisions. As a
consequence, they understandably have failed to develop either the attitude or the
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procedures needed to respond rapidly to the emerging crisis. If their legal powers are
expanded, changes in both will be required.

163) The above diagnosis is of course easy to establish with hindsight. It is not the Group's
intention to blame the supervisory community in the EU for a crisis which is the result
of the interaction of a number of complex and global factors — many of which (i.e.
global imbalances, excess liquidity, too low interest rates...) were beyond the remit of
micro-prudential supervisors. We should also recognize that some regulation applied by
supervisors played a negative role in fuelling the crisis. In the previous chapter on
regulation, we noted that some "public" regulation may well have aggravated things,
generated perverse effects and contributed to the excesses of securitisation. In addition,
in some instances, the absence of clarity of some rules (e.g. pillar 2 of Basel) led
supervisors to be passive, rather than pro-active.

164) It remains however the case that the evidence clearly shows that the crisis prevention
function of supervisors in the EU has not been performed well, and is not fit for

9

purpose’.

165) This chapter will not enter into the details of recent trends that have resulted in an
increasingly integrated European financial market (see annex 3) nor into the description
of the present supervisory arrangements (see annex 4).

166) What is proposed here is basically a new structure to make European supervision more
effective and so improve financial stability in all the member countries of the EU. There
are two elements to this: strengthening the quality of both national supervision and
European supervision. The evidence given to the" Group by the level 3 committees was
clear that, under their existing mandate as advisory committees to the Commission and
with their present working methods, their ability to develop their work further will be
severely constrained.

1. WHAT TO DO: BUILDING A EUROPEAN SYSTEM OF
SUPERVISION AND CRISISMANAGEMENT

a) Theroleof the ECB

167) A number of people, including representatives of the ECB, have suggested that the ECB
could play a major role in a new European supervisory system in two respects: a role in
macro-prudential supervision and a role in micro-prudential supervision.

° This general statement does not reflect the fact that some banks in the EU fared better than others. Was this related to
differences in national supervision? It could be that some banks' supervisors had a more "prudent" approach than others (see
for example the Spanish approach to off-balance sheet transactions which was the most rigorous and also their requirement
for dynamic provisioning which provided cushions to the banks when the crisis erupted). It could be also that some financial
institutions had developed, by tradition, better internal controls and risk management which led, for example, to a more
cautious behaviour to securitisation than had been the case in others (the US investment bank model was less used by EU
banks). Those European banks which held to the universal banking model have been to some extent better protected although
a number of them, in their investment capacities, were caught by buying toxic securities.

All this shows that the context in which the crisis developed is complex and that there is no single explanation.
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168)

169)

170)

171)

In the area of macro-prudential supervision, the suggested responsibilities could cover
financial stability analysis; the development of early warning systems to signal the
emergence of risks and vulnerabilities in the financial system; macro-stress testing
exercises to verify the degree of resilience of the financial sector to specific shocks and
propagation mechanisms with cross-border and cross-sector dimensions; as well as the
definition of reporting and disclosure requirements relevant from a macro-prudential
standpoint.

In the area of micro-prudential supervision, the views have been put forward to the
Group that the ECB could become responsible for the direct supervision of cross-border
banks in the EU or only in the euro zone. This could cover all cross-border banks or
only the systemically important ones. In such a scenario, the competences, currently
assigned to national supervisory authorities, would be transferred to the ECB which
would, inter alia, licence the institutions concerned, enforce capital requirements, carry-
out on-site inspections.

Alternatively, the ECB could be granted a leading oversight and coordination function
in the micro-supervision of cross-border banks in the EU. Whilst the colleges composed
of national supervisors would continue to directly supervise cross-border banks, the
ECB could play a binding mediation role to resolve conflicts between national
supervisors, define supervisory practices and arrangements to promote supervisory
convergence and become responsible for regulation related to issues such as pro-
cyclicality, leverage, risk concentration or liquidity mismatch.

These ideas have been carefully appraised by the Group. While the Group supports an
extended role for the ECB in macro-prudential oversight (as discussed below), it does
not support any role for the ECB for micro-prudential supervision. The main reasons for
this are:

- the ECB is primarily responsible for monetary stability. Adding micro-supervisory
duties could impinge on its fundamental mandate;

- in case of a crisis, the supervisor will be heavily involved with the providers of
financial support (typically Ministries of Finance) given the likelihood that tax
payers money may be called upon. This could result in political pressure and
interference, thereby jeopardising the ECB's independence;

- giving a micro-prudential role to the ECB would be extremely complex because in
the case of a crisis the ECB would have to deal with a multiplicity of Member States
Treasuries and supervisors;

- conferring micro-prudential duties to the ECB would be particularly difficult given
the fact that a number of ECB/ESCB members have no competence in terms of
supervision;

- conferring responsibilities to the ECB/Eurosystem which is not responsible for the
monetary policy of a number of European countries, would not resolve the issue of
the need for a comprehensive, integrated system of supervision;

- finally, the ECB is not entitled by the Treaty to deal with insurance companies. In a
financial sector where transactions in banking and insurance activities can have very
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comparable economic effects, a system of micro-prudential supervision which was
excluded from considering insurance activities would run severe risks of fragmented
supervision.

172) For all these reasons, the Group takes the view that the ECB should not become
responsible for the micro-supervision of financial institutions. However, the Group
considers that the ECB should be tasked with the role in ensuring adequate macro-
prudential supervision in the EU.

b) Macro-prudential supervision: the casefor reform

173) A key lesson to be drawn from the crisis, as noted above, is the urgent need to upgrade
macro-prudential supervision in the EU for all financial activities.

174) Central banks have a key role to play in a sound macro-prudential system. However, in
order for them, and in particular the ECB/ESCB, to be able to fully play their role in
preserving financial stability, they should receive an explicit formal mandate to assess
high-level macro-financial risks to the system and to issue warnings where required.

175) Within the EU, the ECB, as the heart of the ESCB, is uniquely placed for performing
this task: i.e. identifying those macro-prudential risks which all national supervisors
should take account of. The ECB/ESCB therefore should be able to require from
national supervisors all the information necessary for the discharge of this
responsibility.

176) In view of the integrated financial market in the EU and the geographical distribution of
financial activities, it is essential that within the ESCB all national central banks are
associated to this process, not merely those of the euro area.

177) This could be achieved in the following way. A new group, replacing the current
Banking Supervision Committee (BSC) of the ECB, called the European Systemic Risk
Council (ESRC) should be set up under the auspices and with the logistical support of
the ECB. Its task will be to form judgements and make recommendations on macro-
prudential policy, issue risk warnings, compare observations on macro-economic and
prudential developments and give direction on these issues.

178) As the responsibility for conducting macro-prudential supervision is proposed to be
allocated to the ECB/ESCB, it is logical to compose the ESRC with the central banks of
the ESCB. It would therefore be composed of the members of the ECB/ESCB General
Council (the President of the ECB, the vice-president of the ECB and the Governors of
the 27 central banks), plus the Chairpersons of CEBS, CEIOPS and CESR and one
representative of European Commission. The President of the ECB would chair the
ESRC. The ESRC should be supported by a secretariat provided by the ECB.

179) But given the importance of having this group interact closely with those supervisors
who are not part of central banks, it should be clearly stated that whenever the subject
discussed justifies a wider presence of insurance and securities supervisors (as well as
banking supervisors for those countries where banking supervision is carried-out outside
the central bank), it would be assured. In such cases, a Governor could choose to be
represented by the Head of the appropriate national supervisory authority.
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180) For a new system of macro-prudential supervision to work effectively, two main
conditions must be met:

A proper flow of information between national supervisors and the ECB/ESCB must
be mandatory. Appropriate procedures will have to be put in place so that all
relevant information can be transmitted to the ECB/ESCB in a way which
guarantees confidentiality. In this context, ECB/ESCB staff could be invited to
attend meetings - and ask questions- between supervisors and the systemically
important financial groups in order to receive first-hand relevant information.
ECB/ESCB staff could be invited to participate in the relevant colleges of micro-
prudential supervisors. But the ECB/ESCB would not be responsible for micro-
prudential supervision;

It is crucial that there is an effective early warning mechanism as soon as signs of
weaknesses are detected in the financial system. And a graduated risk warning
framework for ensuring that, in the future, the identification of risks translates into
appropriate action.

181) Depending on the nature of the risks detected, a proper action has to be taken by the
relevant EU authorities. Different types of actions could be required. For example:

if credit expansion appeared to become excessive in one or several member
countries, the ESRC would liaise with the relevant central bank (and/or banking
supervisor), give advice on the appropriate measures to be taken (e.g. triggering
dynamic provisions). Central banks would be expected to take into account the
findings of the ESRC. If the ESRC has issued a specific risk warning calling for a
response by national supervisors, the ESRC should review their responses, and, if
necessary, indicate whether and what further action it judged necessary, by reporting
to the Economic and Financial Committee (EFC), on the basis described below;

if the issue is more related to a global dysfunction of the system (e.g. too high
maturity transformation, abuse of off-balance sheet transactions, abuse of regulatory
arbitrage by non-banks), the ESRC would have to warn the global supervisory
system (see chapter 4 on global repair) in order to define appropriate and coherent
actions at both the EU and global levels. If the problems pertain to prudential issues
in the EU, then the level 3 committees should be required to address them;

If the concerns were related to fiscal matters (e.g. excessive deficits or the
accumulation of debt), the ESRC would immediately relate to the EFC.

182) As soon as the risks detected would appear to have a potentially serious negative impact
on the financial sector or the economy as a whole, the ESRC should inform the
Chairman of EFC. In such circumstances, the EFC, working with the Commission,
could play an essential role by developing an action-oriented strategy to deal with
serious risks requiring political or legislative action. It must be clear to everyone who
should act and according to which timetable. Furthermore, a process should be
established to regularly evaluate the effectiveness of the supervisory/regulatory actions
that have been agreed and decide whether other actions are necessary. A "rendez-vous
clause" should be set to check that the actions taken have actually been effective. It
would be the responsibility of the Chairman of the EFC to decide if and when the EFC
(in its full composition, i.e. with the central banks) and/or the ECOFIN Council should
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be informed or associated in the deliberations. The EFC should also advise on how to
relate with the European Parliament and on whether the information needs to be made
public — which can be helpful in certain circumstances.

Recommendation 16: A new body called the European Systemic Risk Council (ESRC), to
be chaired by the ECB President, should be set up under the auspices and with the
logistical support of the ECB.

- The ESRC should be composed of the members of the General Council of the ECB, the
chairpersons of CEBS, CEIOPS and CESR as well as one representative of the
European Commission. Whenever the subject discussed justifies the presence of
insurance and securities supervisors, the Governor could choose to be represented by
the Head of the appropriate national supervisory authority;

-  The ESRC should pool and analyse all information, relevant for financial stability,
pertaining to macro-economic conditions and to macro-prudential developments in all
thefinancial sectors.

- A proper flow of information between the ESRC and the micro-prudential supervisors
must be ensured.

Recommendation 17: an effective risk warning system shall be put in place under the
auspices of the ESRC and of the Economic and Financial Committee (EFC).

- The ESRC should prioritise and issue macro-prudential risk warnings. there should be
mandatory follow up and, where appropriate, action shall be taken by the relevant
competent authoritiesin the EU.

- If therisksare of a serious nature, potentially having a negative impact on the financial
sector or the economy as a whole, the ESRC shall inform the chairman of the EFC. The
EFC, working with the Commission, will then implement a strategy ensuring that the
risks are effectively addressed.

- If the risks identified relate to a global dysfunction of the monetary and financial
system, the ESRC will warn the IMF, the FSF and the BIS in order to define
appropriate action at both EU and global levels.

- If the ESRC judges that the response of a national supervisor to a priority risk warning
isinadequate, it shall, after discussion with that supervisor, inform the chairman of the
EFC, with a view to further action being taken against that supervisor.

c) Micro-supervision: moving towards a European System of Financial Supervision
(ESFS)

183) After having examined the present arrangements and in particular the cooperation within
the level 3 committees, the Group considers that the structure and the role bestowed on
the existing committees are not sufficient to ensure financial stability in the EU and all
its Member States. Although the level 3 committees have contributed significantly to the
process of European financial integration, there are a number of inefficiencies which can
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no longer be dealt with within their present legal structure (i.e. as advisory bodies to the
Commission).

This is why the Group proposes the establishment of a European System of Financial
Supervision (ESFS).

184) The ESFS should constitute an integrated network of European financial supervisors,
working with enhanced level 3 committees ("Authorities"). Therefore the ESFS would
be a largely decentralised structure, fully respecting the proportionality and subsidiarity
principles of the Treaty. So existing national supervisors, who are closest to the markets
and institutions they supervise, would continue to carry-out day-to-day supervision and
preserve the majority of their present competences (see annex 3).

185) But in order to be in a position to effectively supervise an increasingly integrated and
consolidated EU financial market (and especially the large cross-border institutions,
which pose systemic risks), the Authorities will carry-out a defined number of tasks that
are better performed at the EU level. The supervisor of the home Member State will
continue to function as the first point of contact for the firm, whilst the European centre
should coordinate the application of common high level supervisory standards,
guarantee strong cooperation with the other supervisors, and, as importantly, guarantee
that the interests of host supervisors are properly safeguarded.

186) As far as cross-border institutions are concerned, the ESFS should continue to rely
heavily on the colleges of supervisors to be introduced by the revised CRD and the
Solvency 2 directives. However, these colleges of supervisors should be strengthened by

the participation of representatives of the secretariat of the level 3 committees as well as
of ECB/ESCB observers.

187) The ESFS must be independent from possible political and industry influences, at both
EU and national level. This means that supervisors should have clear mandates and
tasks as well as sufficient resources and powers. In order to strengthen legitimacy and as
a counterpart for independence, proper accountability to the political authorities at the
EU and national levels should be ensured. In short, supervisory work must be
independent from the political authorities, but fully accountable to them'”.

' Based on various internationally recognised standards and codes (i.e. the G10 Basel Core Principles for Effective Banking Supervision
(BCP), the IAIS Insurance Core Principles and the IOSCO Objectives and Principles of Securities Regulation), supervisory independence
can be defined as a situation in which the supervisor is able to exercise its judgment and powers independently with respect to the
enforcement of prudential and/or conduct of business rules, i.e. without being improperly influenced or overruled by the parties under
supervision, the government, the Parliament, or any other interested third party. As such, the supervisory authority must be empowered and
able to make its own independent judgements (e.g. with respect to licensing, on-site inspections, off-site monitoring, sanctioning, and
enforcement of the sanctions), without other authorities or the industry having the right or possibility to intervene. Moreover, the supervisor
itself must base its decisions on purely objective and non-discriminatory grounds. However, supervisory independence differs from central
bank independence (i.e. in relation to monetary policy), in the sense that the government (usually the Finance minister) remains politically
responsible for maintaining the stability of the financial system, and the failure of one or more financial institutions, markets or
infrastructures can have serious implications for the economy and tax payer's moneyl0. Consequently, the supervisory authority should
operate within a certain scope of responsibilities and under an explicit delegation of powers in the form of legislation passed by

Parliament and the government should not exercise immediate powers on the supervisory authority and interfere directly in its day-to-day
activities. Independence should be balanced and strengthened by proper accountability arrangements and transparency of the regulatory and
supervisory process, consistent with confidentiality requirements. National authorities should however relinquish control mechanisms such
as having government representatives, chairing or actively participating in the management board of the supervisory authority, or giving the
government the right to intervene in the day-to-day operations of the supervisory authority. Their influence should be limited to the
possibility of amending the legal framework, imposing long-run strategic goals, and monitoring performance, on the condition that this is
done in an open and transparent manner.
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188) The ESFS must work with a common set of core harmonized rules and rely on high-
quality and consistent information. This means proper, primary, timely information
exchange among all supervisors to enable complete assessment — from the national to
European to global levels.

189) Finally, the ESFS should be neutral with respect to national supervisory structures:
national supervisory structures have been chosen for a variety of reasons and it would be
impractical to try to harmonise them — even though it may well be that the current trend
could continue towards the emergence of a dual "twin peaks" system (banks, insurance
companies and other financial institutions being covered by the same authority and
markets/conduct of business by another one).

Recommendation 18: A European System of Financial Supervisors (ESFS) should be set-
up. This ESFS should be a decentralised network:

- existing national supervisorswould continue to carry-out day-to-day supervision;

- three new European Authorities would be set up, replacing CEBS, CEIOPS and CESR,
with the role coordinate the application of supervisory standards and guarantee strong
cooperation between the national supervisors,

- colleges of supervisorswould be set up for all major cross-border institutions.

The ESFS will need to be independent of the political authorities, but be accountable to
them.

It should rely on a common set of core harmonised rules and have access to high-quality
information.

V. THE PROCESSLEADING TO THE CREATION OF A EUROPEAN
SYSTEM OF FINANCIAL SUPERVISION

190) The goal set out above is an ambitious one. It will require important institutional,
legislative and operational changes. It will also require the emergence of the broadest
possible political consensus on the necessity to move in this direction and the steps that
must be taken to do so. The Group hopes that all Member States will aspire to these
changes. If not, a variable geometry approach based on the mechanisms of Enhanced
Cooperation or an inter-governmental agreement provided for in the Treaty may be
required.

191) The Group proposes a two stage process, to strengthen the supervision of the European
financial sector, thereby rebuilding confidence in the market. The process should be as
swift as possible, whilst giving sufficient time to all stakeholders involved to converge
towards the goal of a strengthened and more integrated system.

192) Whilst the transformation of current EU supervisory arrangements lie at the very heart
of this process, the Group considers that improvements in the organisation of
supervision cannot be looked at in isolation from the rules which supervisors have to
implement and from the crisis management and resolution arrangements that they have

48




to implement (together with finance ministries) when needed. Regulation, supervision
and crisis management/resolution arrangements are intertwined. They form a
continuum. There is no point in converging supervisory practices, if the basic financial
regulations remain fragmented. And it will be impossible to revamp the organisation of
European supervision, without clarity as to how a crisis, should it break-out, will be
managed and resolved by the relevant authorities.

193) The two stage process proposed below therefore brings together regulation, supervision
and crisis management/resolution.

A) Stage 1 (2009-2010): Preparing for a European System of Financial
Supervision

a) Preparing for the transformation of the level 3 committees into European
Authorities.

194) The Commission, the Council and the Parliament should immediately start the necessary
legislative work building a consensus to transform the level 3 committees into three
European Authorities: a European Banking Authority, a European Insurance Authority
and a European Securities Authority. The actual transformation should be completed at
the start of the second phase (see below).

Concurrently, work should start in the following areas:
b) Upgrading the quality of supervision

195) The Member States and the level 3 committees should, as a matter of urgency, find
practical ways to strengthen the national supervisors. At national level, consideration
should be given to the following issues: aligning supervisors' competences and powers
on the most comprehensive system in the EU; increasing supervisors' remuneration;
facilitating exchanges of personnel between the private sector and supervisory
authorities; ensuring that all supervisory authorities implement a modern and attractive
personnel policy. At European level, the level 3 committees should intensify their
efforts in the areas of training and personnel exchanges to create a strong European
supervisory culture.

196) The European Commission should carry-out, in cooperation with the level 3
committees, an examination of the degree of independence of all national supervisors.
This examination should lead to concrete recommendations for improvement, including
the ways in which national supervisory authorities are funded.

197) The level 3 committees should prepare the modalities with the ESRC for a legally
binding mechanism, including for the transfer of information, whereby the identification
of risks by the ESRC translates into expeditious regulatory, supervisory or monetary
policy examination at EU level.
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Recommendation 19: In the first stage (2009-2010), national supervisory authorities should

be strengthened with a view to upgrading the quality of supervision in the EU.

Member States should give consideration to the following reforms: aligning
supervisors competences and powers on the most comprehensive system in the EU,
increasing supervisors remuneration, facilitating exchanges of personnel between the
private sector and supervisory authorities, ensuring that all supervisory authorities
implement a modern and attractive personnel policy.

The level 3 committees should intensify their efforts in the areas of training and
personnel exchanges. They should also work towards the creation of a strong European
supervisory culture.

The European Commission should carry-out, in cooperation with the level 3
committees, an examination of the degree of independence of all national supervisors.
This should lead to concrete recommendations, including on the funding of national
authorities.

In thisfirst stage, the European Commission should immediately begin the work to prepare
legal proposalsto set up the new Authorities.

Moving towar ds har monised rules, power s and sanctions

198) The European Institutions and the level 3 committees should initiate a determined and

concerted effort to equip the EU financial sector with a consistent set of core rules by
the beginning of 2013. A process should be set-up, whereby the key-differences in
national legislation will be identified and removed.

199) These differences stem from exceptions, derogations, additions made at national level“,

or ambiguities contained in directives which have a material impact on the market; are
laxer than the minimum core standards; or which may induce competition distortions or
regulatory arbitrage will be identified and removed. In its efforts to remove these
differences, the European Commission should concentrate its first efforts on the main
problems.

200) This process may not lead to identical rules in every case. However, the core

harmonised rules should be sufficiently comprehensive. To that effect, the level 3
committees will examine the differences that exist and propose to the Commission new
or further developments of level 1 and level 2 rules (e.g. harmonisation of the sanctions
regimes, definition of core capital rules, harmonisation in the areas of short-selling,
controls for security settlement systems).

201) The European Institutions should also set in motion a process which will lead to far

more consistent sanctioning regimes across the Single Market. Supervision cannot be
effective with weak, highly variant sanctioning regimes. It is essential that within the
EU and elsewhere, all supervisors are able to deploy sanctions regimes that are
sufficiently convergent, strict, resulting in deterrence. This is far from being the case

' A practice sometimes referred to as "goldplating".
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now. The same exercise should be initiated with respect to supervisory powers. These
also differ greatly from one Member State to another'”. This cannot be conducive to
coherent and effective supervision in the Single Market.

Recommendation 20: In the first stage, EU should also develop a more harmonised set of

financial regulations, supervisory powers and sanctioning regimes.

- The European Institutions and the level 3 committees should initiate a determined
effort to equip the EU with a far more consistent set of rules by the beginning of 2013.
Key differences in national legisation stemming from exceptions, derogations,
additions made at national level or ambiguities contained in current directives should
be identified and removed, so a harmonized core set of standards is defined and applied
throughout the EU.

- The European Institutions should set in motion a process leading to far stronger and
consistent supervisory and sanctioning regimes in the Member States.

d)

202)

203)

Immediate strengthening of the level 3 committees

The level 3 committees should be subject to a number of changes which should be
implemented rapidly:

1) Reinforcement of the resources of the these committees, to be able to employ more
people, with a larger budget;

i1) Development of the presently embryonic peer review processes within each
committee, with a view to becoming binding mediation processes;

iii) Redefinition of their work and priorities to become more pro-active in identifying
problems and proposing solutions. The use of qualified majority voting should be
put into practice;

iv) Cooperation between the level 3 committees should be further intensified and
codified.

Supervisory colleges

The present relatively restricted use of supervisory colleges should be expanded
immediately. The Group believes that by the end of 2009 colleges for all major cross-
border firms should be established in the EU"’. By mid-2009, the level 3 committees
should make proposals for all major cross border financial firms within the EU to have
supervisory colleges and they should define clear supervisory norms for them.

12 For the time being, for example, only 10 insurance supervisors are empowered to approve internal risk models; only 6 of
them can increase capital requirements within firms ; and 2 of them are not empowered to grant licences.

3 As an order of magnitude, this could encompass at least 50 financial institutions having a significant market share in
another Member State.
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Recommendation 21: The Group recommends an immediate step-change in the working of
the level 3 committees which can be dealt with at once. The level 3 committees should
therefore;

- benefit from, under the Community budget, a significant reinforcement of their
resour ces,
- upgrade the quality and impact of their peer review processes,

- prepare the ground, including through the adoption of adequate supervisory norms, for
the setting-up of supervisory colleges for all major cross-border financial firmsin the
EU by the end of 2009.

f)  Crisismanagement and resolution

204) Legislative changes covering in particular aspects of company and insolvency laws (e.g.
winding-up, transferability of assets, bankruptcy), should be proposed by the
Commission as soon as possible if the EU is to deal with future crises in a more
effective and cost-efficient manner (see section VI of chapter 2).

B) Stage 2 (2011-2012). Establishing the European System of Financial
Supervision

a) Roleof the new European Authorities

205) As early as possible during this second phase, the level 3 committees would be
transformed legally into the three Authorities mentioned above.

206) These Authorities would continue to perform all the current functions of the level 3
committees (advising the Commission on regulatory and other issues, defining overall
supervisory policies, convergence of supervisory rules and practices, financial stability
monitoring, oversight of colleges).

207) National authorities would continue to remain responsible for the supervision of
domestic institutions. Cross-border institutions would continue to be supervised by
home and host supervisors. Disputes between home and host supervisors would be
subject to decisions by the relevant Authority.

208) But, in addition, the new Authorities would carry-out a number of new, specific tasks
which, in full conformity with the principle of subsidiarity, the Group considers would
be more effectively carried-out at the European level. These tasks would be the
following:

i) Inrelation to cross-border ingtitutions:

- A legally binding mediation role, allowing the new Authorities to solve disputes
between national supervisors. They should be able to, when no agreement can be
found between the supervisors of a cross-border institution, take certain
supervisory decisions directly applicable to the institution concerned (e.g.
approval of risk internal models, capital add-ons, licence withdrawal, resolving

52




disputes about different legal interpretations relating to supervisory
obligations...);

- The designation of Group supervisors (in cases where the process laid down in
the relevant directives has not led to an agreement on this question);

- The aggregation of all relevant information emanating from national supervisors
and pertaining to cross-border institutions;

- Staff from the Authorities could take part in on-site inspections carried out by
national supervisors;

- The Authorities would ensure a true level playing-field for all cross-border
institutions and facilitate the monitoring of the systemic threats they pose;

- The Authorities would be tasked to ensure the consistency of prudential
supervision for all actors (and in particular between cross-border and smaller
institutions), thereby avoiding the risk of unfair competition between supervised
entities. To guarantee this, any financial institution (including purely domestic
ones) should be able to submit complaints to the Authority when they consider
that they suffer from any discrimination vis-a-vis a cross-border institution
which has its home supervisor in another Member State;

- The prudential assessment of pan-EU mergers and acquisitions (in combination
with the assessment made by the relevant Member States).

i) Inrelation to specific EU-wideinstitutions:

- The Authority concerned would be responsible for the licensing and direct
supervision of some specific EU-Wide institutions, such as Credit Rating
Agencies and post-trading infrastructures.

iii) In the area of regulation:

- The Authorities should play a decisive role in the technical level 3 interpretation
of level 1 and level 2 measures and in the development of level 3 technical
standards. A legal mechanism should be put in place so as to ensure that, once
an Authority has decided on a given interpretation (through guidance,
recommendations etc), this interpretation becomes legally valid throughout the
EU.

iv) In relation to supervisory standards and practices:

- The Authorities would be responsible for defining common supervisory practices
and arrangements for the functioning of the colleges of supervisors;

- The Authorities should evaluate the organisation, processes, competences and
independence of the national supervisory authorities through peer reviews. These
evaluations should lead to concrete recommendations for improvements and
should take place frequently, without any scruples;
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- The Authorities would have a significant new responsibility of ensuring that all
national supervisors meet necessary standards, by being able to challenge the
performance by any national supervisor of its supervisory responsibilities,
whether for domestic or cross-border firms, and to issue rulings aimed at
ensuring that national supervisors correct the weaknesses that have been
identified. In the event of the national supervisor failing to respond to this ruling,
a series of graduated sanctions could be applied, including fines and the launch
by the Commission of infringement procedures. In exceptional circumstances,
where serious issues of financial stability are at stake, the Authorities should be
able on a temporary basis to acquire the duties which the national supervisor is
failing to discharge.

v) Inrelation to macro-prudential issues:

- The Authorities would have binding cooperation and information sharing
procedures with the ESRC to allow the latter to perform its macro-prudential
supervision task;

- The Authorities should create and lead groups of national supervisors to deal
with specific events affecting several Member States (e.g. bankruptcy of a third
country systemic group).

vi) Inthearea of crisis management:

- In crisis situations, the Authorities should have a strong coordinating role: they
should facilitate cooperation and exchange of information between competent
authorities, act as mediator when that is needed, verify the reliability of the
information that should be available to all parties and help the relevant
authorities to define and implement the right decisions.

- Annex 5 to this chapter shows how supervisory competences could be shared
between national supervisors and the Authorities.

vii)In relation to international matters.

- The Authorities would prepare (and in some cases could adopt) equivalence
decisions pertaining to the supervisory regimes of third countries;

- They would represent the EU interests in bilateral and multilateral discussions
with third countries relating to supervision.

b) Governance and budget of the new Authorities

209) From a governance standpoint, each Authority would have a board structure comprised
of the highest-level representatives from national authorities. Their chairpersons and
director generals should be full-time independent professionals. These professionals
would be chosen and appointed by the board. This should not exclude recruiting an
independent external personality of the highest calibre. In addition, the appointment of
the chairs should be confirmed by the Commission, the Council of Ministers and the
European Parliament and should be valid for a period of 8 years.
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210) The Authorities' decisions would be taken collectively, through the board structure
composed of the Heads of national supervisors, by qualified-majority. However, other
arrangements could be considered when dealing with binding mediation cases (e.g.
decisions by the chairpersons and director generals). The Authorities would have their
own autonomous budget, which could be financed by the industry and/or contributions
from the public sector (including the EU budget). These budgets would have to be
commensurate with their responsibilities.

211) The Authorities would have the highest degree of independence vis-a-vis the European
institutions, which should in not interfere in the internal processes and decisions of the
Authorities. However, the Authorities would be accountable to the Council, the
European Parliament and the Commission. They should report formally to these three
institutions on a frequent basis.

c) Crisismanagement and resolution

212) As soon as possible in this second phase, the legislative changes recommended in the
previous chapter would need to enter into force. An equal and high level of protection
to all depositors, investors and policy-holders should be guaranteed, avoiding
competition distortions between institutions and between sectors.

213) The changes recommended above are ambitious and will be complex to implement. It is
nevertheless vital to do so in order, in particular, to seriously tackle the issue of
confidence that affects the present relationship between home and host countries. Recent
developments in this crisis have strengthened this distrust. Fears of most countries have
deepened in terms of the ability of their own supervisors to prevent crises, stop
withdrawals by parent companies of liquidity held in local subsidiaries or branches. The
Group believes that the reforms described above could do a lot to reduce such
suspicions and provide effective, practical and legally binding mechanisms to resolve
disputes. We believe that this is probably the only way at this stage to combine the
efficiency and needs of large groups on the one hand and the necessary safeguards for
host countries on the other.

Recommendation 22: In the second stage (2011-2012), the EU should establish an
integrated European System of Financial Supervision (ESFS).

- The level 3 Committees should be transformed into three European Authorities: a
European Banking Authority, a European Insurance Authority and a European
Securities Authority.

- The Authorities should be managed by a board comprised of the chairs of the national
supervisory authorities. The chairpersons and director generals of the Authorities should
be full-time independent professionals. The appointment of the chairpersons should be
confirmed by the Commission, the European Parliament and the Council and should be
valid for a period of 8 years.

- The Authorities should have their own autonomous budget, commensurate with their
responsibilities.
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- In addition to the competences currently exercised by the level 3 committees, the
Authorities should have, inter alia, the following key-competences:

i)  legally binding mediation between national supervisors,

ii  adoption of binding supervisory standards;

iii) adoption of binding technical decisions applicable to individual financial
institutions;

iv) oversight and coordination of colleges of supervisors;

V) designation, where needed, of group supervisors;

vi) licensing and supervision of specific EU-wide institutions (e.g. Credit Rating
Agencies, and post-trading infrastructures);

vii) binding cooperation with the ESRC to ensure adequate macro-prudential
supervision.

- National supervisory authorities should continue to be fully responsible for the day-to-day
supervision of firms.

Recommendation 23: The Group recommends that planning for the 2 stages of the new
system be started immediately. To this effect, a group of high-level representatives of the
Finance Ministries, the European Parliament, the Level 3 Committees, and the ECB to be
chaired by the Commission, should come forward before the end of 2009 with a detailed
implementation plan.

214) The following diagram illustrates how the ESRC and the ESFS would interact with
each other.
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V.

215)

216)

217)

218)

REVIEWING AND POSSIBLY STRENGTHENING THE
EUROPEAN SYSTEM OF FINANCIAL SUPERVISION (ESFS)

The implementation of the arrangements described above will have to be monitored, and
their effectiveness carefully assessed. A full-review should take place no later than three
years after the entry into force of stage 2. Whilst it would be premature at this stage to
make detailed recommendations as to how the ESFS could be strengthened beyond
stage 2, if stage 2 proves to be insufficient, the following observations can be made.

There may be merit, over time, in evolving towards a system which would rely on only
two Authorities: The first would be responsible for banking and insurance issues, as
well as any other issue which is relevant for financial stability (e.g. systemically
important hedge funds, systemically important financial infrastructures). The second
Authority would be responsible for conduct of business and market issues, across the
three main financial sectors. Combining banking and insurance supervisory issues in the
same Authority could result in more effective supervision of financial conglomerates
and contribute to a simplification of the current extremely complex institutional
landscape.

Furthermore, given the speed at which financial markets evolve, it is important to
maintain a consistent set of technical rules applying to all financial firms. If it appeared,
after the review mentioned above, that wider regulatory powers of horizontal application
were needed, such a strengthening of the Authorities should be envisaged.

Concerning one idea, that often appears, suggesting the unification of all supervisory
activities for cross-border institutions at the pan-EU level, the Group considers that this
matter could only be considered if there were irrefutable arguments in favour of such a
proposal. The complexities and costs entailed by such a proposal (which would result in
a two-tier supervisory system, one for cross-border institutions and one for domestic
institutions), its political implications and the difficulty of resolving cross-border
burden-sharing are such that the Group has doubts of it being implemented at this
juncture. This scenario could become more viable, of course, should the EU decide to
move towards greater political integration.

Recommendation 24: The functioning of the ESFS should be reviewed no later than 3

years after its entry into force. In the light of this review, the following additional reforms
might be considered:

Moving towards a system which would rely on only two Authorities: the first Authority

would be responsible for banking and insurance prudential issues as well as for any
other issue relevant for financial stability; the second Authority would be responsible
for conduct of business and market issues;

Granting the Authorities with wider regulatory powers of horizontal application;
Examining the case for wider supervisory duties at the EU level.
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CHAPTER IV: GLOBAL REPAIR

I. PROMOTING FINANCIAL STABILITY AT THE GLOBAL LEVEL

219) Although Europe was not at the root of the current financial crisis, it has nevertheless
both contributed to it and been hit severely by it. Global economic and financial
integration has by now reached a level where no country or region can any longer
insulate itself from developments elsewhere in the world. This points to the need for a
co-ordinated, global policy response not only in the area of financial regulation and
supervision, but also in the macroeconomic and crisis management field.

220) Since the financial crisis has started to unfold, the EU has played a pro-active role in
international efforts, trying to contain the economic fall-out from the financial crisis and
to reform the international financial architecture. The EU was at the origin of the G20
process launched at the Washington Summit in November 2008 and is contributing to
the political orientations agreed at that summit. However, beyond managing the current
crisis, attention must now be devoted to drawing the lessons from the weaknesses of the
current international financial architecture that have been revealed by the recent events.

221) A variety of international institutions and informal groups currently deal with financial
regulatory and supervisory issues, often in a segmented way despite the interactions and
risk transfers between different parts of the financial system'®. However, at present there
is an evident lack of a coherent framework for designing and enforcing minimum
regulatory standards, for identifying risks to financial stability and for coordinating
supervisory policies at the global level. Moreover, there are practically no arrangements
for cross-border financial crisis management at the global level and for enforcement.
What is needed now is a strengthened, more coherent and streamlined international
financial regulatory and surveillance system, building on the better use of existing
international institutions.

222) A start in addressing the weaknesses of the existing international financial architecture
has been made at the G20 Summit in Washington on 15 November 2008. By agreeing
on an action plan based on the need to strengthen transparency, to enhance sound
regulation, to promote integrity in financial markets and to reinforce international
cooperation, G20 leaders have set out the main priorities for the months and years to
come. However, international cooperation will not work without a proper representation
of the main players and key emerging market economies in each international
organisation or body.

223) It is clearly in the EU's interest to try to shape the reform of the international financial
architecture. The EU should take the lead by improving its own regulatory and
supervisory system, which, necessary in its own right, is also required for international
convergence. In other words, international convergence and agreement on high

' These include the Basel Committee on Banking Supervision, other Basel-based Committees such as the Committee on the
Global Financial System and the Committee on Payment and Settlement Systems, the Bank for International Settlements
(BIS), the Financial Stability Forum (FSF) as well as bodies like the International Organisation of Securities Commissions
(I0SCO), the International Accounting Standards Board (IASB) and the International Association of Insurance Supervisors
(IAIS).
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standards needs strong EU enforceability through strong EU institutions. The EU has,
after all, a large share of world capital markets. The EU's policy development should
dovetail with international developments. Furthermore, convergence in international
regulatory and supervisory standards would ensure a level playing field for the highly
competitive globally integrated financial services sector.

REGULATORY CONSISTENCY

Chapter 2 of this report has set out the Group's recommendations for regulatory reform.
While some of the required improvements specifically refer to the legislative framework
in the EU, most of the recommended reforms either concern existing rules agreed at the
international level (Basel 2; international accounting standards) or new initiatives that
should preferably be implemented internationally (e.g. the regulation of credit rating
agencies, strengthened derivatives market rules or corporate governance rules). The EU
has a clear interest in promoting worldwide consistency of regulatory standards towards
the high level benchmarks.

Such moves towards to international consistency of regulatory standards will also avoid
unacceptable regulatory loopholes and regulatory arbitrage which could undermine
financial stability. It would moreover reduce the compliance burden associated with
cross-border economic activity and avoid distortions of competition. Finally, seen from
the point of view of public authorities, enhanced regulatory convergence would avoid
regulatory friction between jurisdictions and facilitate the supervision of globally active
firms.

International regulatory convergence towards a consistent set of rules could be promoted
by pursuing two parallel avenues. Firstly, a strengthening and broadening of bilateral
regulatory dialogues between the main financial centres. Secondly, a clear mandate,
including precise objectives and timetables, for international standard-setters as
currently discussed in the G20 context.

Who should be in charge of coordinating the international standard setting process?
Given its experience and track record as a standard-setter in the field of banking, the
Basel Committee would seem well placed to play an important role in developing
adequate standards in some of the above-mentioned areas. However, as a number of
international standard setters other than central banks are concerned by the regulation of
the different aspects of financial activity, the Group considers that a reformed FSF
would, in view of the broader range of its participants and expertise, be in the best
position for coordinating the work of the various international standard setters in
achieving international regulatory consistency.

However, the FSF in its current form would not be able to fulfil this task. It is therefore
proposed to strengthen the FSF by providing it with more resources and a stronger
governance structure (including a full-time chairperson). Moreover, the FSF should
become more accountable by reporting to the IMF and, like other international standard-
setters (e.g. Basel Committee) should swiftly enlarge its membership to all systemically
important countries. Clearly, all international standard-setters will need to combine
independence from political interference with political accountability. Furthermore, it
will be essential to prepare such international financial standards transparently and in
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close cooperation with market participants in order to be sufficiently close to market
realities.

229) It would also be important to report regularly (at least once or twice a year) to the IMF's
International Monetary and Finance Committee (IMFC) in order to maintain the
political momentum and to ensure accountability. In this context, it would be advisable
to activate the Articles of Agreement of the IMF in order to transform the IMFC into a
decision making Council.

230) Over the medium term, thought might be given to establishing a full international
standard-setting authority, established by a treaty. The objective should be to put in
place an international standard setting process which would be binding on jurisdictions
and which would ensure implementation and enforcement of international standards.
This would have to be supplemented by providing the IMF with the tasks of surveying
(in the framework of Article IV Reviews) the enforcement of these standards.

Recommendation 25: The Group recommends that, based on clear objectives and
timetables, the Financial Stability Forum (FSF), in conjunction with international
standard setters like the Basel Committee of Banking Supervisors, is put in charge of
promoting the convergence of international financial regulation to the highest level
benchmarks.

In view of the heightened role proposed in this report for the FSF, it is important that the
FSF is enlarged to include all systemically important countries and the European
Commission. It should receive more resources and its accountability and governance
should be reformed by more closely linking it to the IMF.

The FSF should regularly report to the IMF's International Monetary and Financial
Committee (IMFC) about the progress made in regulatory reform implementing the lessons
from the current financial crisis.

The IMFC should be transformed into a decision-making Council, in line with the Articles
of theIMF agreement.

1. ENHANCING COOPERATION AMONG SUPERVISORS

231) In order to address the serious supervisory failures experienced in the past, strengthened
international collaboration in the supervision of large complex cross-border financial
groups is of crucial importance. For this purpose, international colleges of supervisors
should be set up before summer 2009 for all the largest financial institutions along the
lines prepared by the FSF. Pragmatic solutions must be found on host supervisor
involvement, striking the right balance between efficiency and adequate representations
and information. As agreed by the G20 summit, major global banks should meet
regularly and at least once per year with their supervisory college for comprehensive
discussions on the assessment of their risks.

232) With a view to ensuring consistency and to identify potential systemic risks, in addition
to the participation of macro- and micro-prudential authorities, the participation of an
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official from an international body like the Basel Committee in these colleges would be
highly desirable. On this basis, best practices could also be identified and promoted and
coherence could be ensured.

The emergence over the last few years of financial conglomerates who are very large in
size and active in many different business segments (including in proprietary trading)
throughout the world represents a particular supervisory challenge. There is a risk that
this trend will intensify as a result of the crisis (e.g. the merger between commercial
banks and investment banks), as ailing institutions are being acquired by others. If the
system is not going to move towards a clear separation between pure commercial
banking activities (and some investment activities carried-out for the clients) and banks
that basically act like an investment fund, then the world is moving towards a more
complex setting where both activities will be mingled.

Such complex institutions, as well as conglomerates combining banking and insurance,
pose indeed specific challenges both for their managers and their supervisors: most
frequently, increasing size goes hand in hand with increased complexity and increased
cross-border activity. Such financial giants are so vast and complex that it is a huge
challenge to assess in an adequate way the risks to which they are exposed or the risks
that they may represent for the wider economy. Given their size and the structural
function they have for the financial system as a whole, they are, to some extent, "too big
to manage" and "too big to fail"* — which means that they can expose the rest of society
to major costs and are subject to acute moral hazard; in some instances, these
institutions can even be "too big to save", for example when they are head-quartered in a
relatively small country or when the organisation of a rescue package is simply too
complex to implement. However, although this may be desirable in instances of
excessive market dominance under anti-trust law, it is unlikely that large financial
institutions will be broken up into component parts.

All this calls for a particularly stringent supervision of these institutions. Supervisors
should be particularly attentive to them, step up international cooperation to ensure the
best possible oversight and carry-out robust comprehensive risk assessments. The
extent to which these institutions are leveraged and how they are funded should in
particular be closely scrutinised on an on-going basis. The way in which they allocate
and price capital within the firm is crucial to their risk management. Anti-trust
authorities will also have to enhance their vigilance in relation to these institutions and
be ready to take any appropriate measure.

Faulty risk management has played a key role in the run-up to the current crisis.
International firm supervisors should therefore pay greater attention to banks' internal
risk management practices and insist on proper stress tests.

In the light of the corporate governance weaknesses witnessed over the past few years,
supervisors will also need to pay greater attention to the incentive effects of corporate
remuneration schemes. Here as well, a common global approach would be optimal in
order to avoid regulatory arbitrage. Supervisors should therefore agree on a common
assessment of incentive alignment in financial institutions and apply such common
criteria under pillar 2 of Basel 2.

The IMF should play a significant role in surveying (in the framework of Article IV
assessments) the enforcement by member countries of international standards.
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Recommendation 26: Barring a fundamental change in the ways that banks operate,
the Group recommends that the colleges of supervisors for large complex cross-border
financial groups currently being set up at the international level should carry out robust
comprehensive risk assessments, should pay greater attention to banks internal risk
management practices and should agree on a common approach to promoting incentive
alignment in private sector remuneration schemes via pillar 2 of Basel 2.

The Financial Stability Forum (FSF), working closely with other relevant international
bodies, should ensure coherent global supervisory practice between the various colleges
and promote best practice.

V. MACROECONOMIC SURVEILLANCE AND CRISIS
PREVENTION

239) As has been described in chapter 1 of this report, international macroeconomic
developments and global imbalances have played a major role in leading to the current
crisis. While many were observing the emergence of at least some of these
developments and imbalances, only few rang the alarm bells. While the lack of relevant
aggregate data of a reliable nature admittedly rendered any such warnings less precise
and thus less effective, this is no excuse for the fact that, where concerns were actually
voiced, corrective action has been totally inadequate. Macroeconomic surveillance
therefore needs to be significantly improved and needs to get more teeth.

240) The experience of the last few years has highlighted the importance of establishing a
more robust macroeconomic framework for the global economy. To this end, the
surveillance of macroeconomic policies, exchange rates and global imbalances needs to
be reinforced. Central banks, on their side, should more closely monitor the growth in
monetary and credit aggregates.

241) Beyond the strengthening of the IMF's existing macroeconomic surveillance
mechanisms one of the priorities in crisis prevention should be the strengthening of
international early warning mechanisms building on the swift identification of systemic
vulnerabilities. A comprehensive early warning system, jointly run by the IMF and the
FSF, could build on the existing analytical framework for bilateral and multilateral
macroeconomic surveillance, but would have to give greater emphasis to macro-
prudential concerns. The existing financial reviews are not designed to provide an
assessment on macro-prudential risks or vulnerabilities ahead of crises. Drawing the
lessons from the past, it will moreover be important to ensure that any effective early
warning system is able to deliver clear and unambiguous messages to policymakers and
recommend pre-emptive policy responses. The key failure in the past was not so much
a lack of surveillance, although the messages emerging from the surveillance could have
been sharpened, but a lack of policy action. Thus, the follow-up to any such financial
system assessments needs to be strengthened significantly.

242) A comprehensive early warning system could also usefully be complemented by the
creation of an international risk map and an international credit register. The purpose of
such a risk map would be to build up a common data base containing relevant
information on risk exposures of financial institutions and markets, both at the national
and the international level. The risk map should contain all the information needed for
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identifying systemic risks on a global scale. Clearly, in order to be effective, the risk
map should go beyond the banking sector and include major other financial institutions
like insurance companies and hedge funds. It should also include all major financial
products. Subject to suitable rules for protecting confidentiality of firm-level data, such
a risk map would close the information gap revealed in the current crisis and could
become an essential tool for everybody interested in assessing risks to financial stability.

An international credit register could be instrumental when preparing, on a regular basis,
a global financial risk map. Such a credit register, to be set up by the BIS in cooperation
with other relevant bodies like national central banks and the IMF, would consist of a
database compiling a coherent set of interbank and customer-specific credit data (above
a certain threshold and collected at regular intervals) for the major creditors. It would
therefore allow to better assess the risk exposure of key financial players.
Complementing existing national credit registers, an international credit register,
accompanied by a comparable securities register, would be a useful tool for all bodies
concerned about assessing risks to financial stability — provided this can be achieved
without excessive bureaucracy.

The International Monetary Fund (IMF) is in principle uniquely placed for playing an
over-arching role in ensuring high-quality macroeconomic and macro-prudential
surveillance even if it may need to further deepen its analysis of financial market
developments. The IMF has already, in collaboration with the FSF, undertaken
substantial work on setting up an early warning system (including a possible early
warning list) and on procedures for a future Early Warning Exercise (EWE). The
purpose of such a EWE should be to increase peer pressure in order to trigger timely
corrective action. The IMF, in cooperation notably with central banks, would also seem
to be the international institution best suited for preparing a global risk map.

In addition, the IMF/World Bank Financial Sector Assessment Programmes (FSAP)
should in the future become compulsory for all IMF member countries, based on a fixed
schedule particularly for systemically important countries. It should be at the same level
as macroeconomic surveillance and be fully integrated into the Art. IV consultation
process. Furthermore, the FSAP results should be published and countries should be
obliged to set out their reasons for not following IMF recommendations, similar to the
"comply or explain" procedure now used in the EU's level 3 committees.

When reinforcing global early warning mechanisms concerning risks to financial
stability, close cooperation between the IMF with its expertise in macro-prudential
matters, the FSF and the BIS/Basel Committee with their knowledge of micro-
prudential supervision will be required. These different tasks and warnings would be
regularly reported to the IMFC or to the IMF Council as suggested above. Moreover, in
order to build up an international credit risk map and credit register, market participants
and national regulators will need to be involved.

However, allowing the IMF to play its full role in addressing global macroeconomic
imbalances and in promoting financial stability will require a strong political will to
accept its independent professional advice. Too often in the past, the IMF was hindered
by the (large) member countries concerned either from undertaking the necessary
analysis (e.g. Financial Sector Assessment Programme, FSAP) or from voicing publicly
its concerns. It is therefore particularly important that the IMF reinforces its surveillance
over systemically important countries in an even-handed manner and that member
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countries increase their commitment to implementing the IMF's precise policy
recommendations. Even acknowledging that there may always remain legitimate
intellectual disagreements, the objective must be to effectively address domestic policies
in systemically important member countries of the IMF which present a serious risk to
the stability of the international economic and financial system. The IMF's
recommendations — discussed and endorsed by the IMFC — should therefore become
internationally shared macroeconomic policy objectives. In this context, the IMF could
also usefully resume its multilateral consultations with key member countries.

248) As the experience of the last few years has demonstrated, analysis alone is not enough.
Corrective action is required. Although a high-level ex ante political commitment to the
implementation of IMF recommendations would help, more ambitious steps should be
taken. In particular, when thrashing out the early warning system, thought should be
given to the possibility of identifying "danger zones" for key variables, the entry of
which would be to trigger the presumption of the need for intervention, thus reversing
the "burden of proof™.

Recommendation 27: The Group recommends that the IMF, in close cooperation
with other interested bodies, notably the FSF, the BIS, central banks and the
European Systemic Risk Council (ESRC), is put in charge of developing and
operating a financial stability early warning system, accompanied by an international
risk map and credit register.

The early warning system should aim to deliver clear messages to policy makers and
to recommend pre-emptive policy responses, possibly triggered by pre-defined " danger
zones'.

All IMF member countries should commit themselves to support the IMF in
undertaking its independent analysis (incl. the Financial Sector Assessment
Programme). Member countries should publicly provide reasons whenever they do not
follow these recommendations.

The IMFC/Council should receive a report, one or twice a year, on this matter.

249) Any efforts to reduce the risks to financial stability are in danger of being undermined
by systemically relevant jurisdictions that refuse to use internationally agreed standards.
The international community therefore has to deal with jurisdictions that have weak
regulatory and governance standards, lack transparency or are not cooperating in
exchanging information, like certain offshore financial centres. Leaving aside money
laundering and tax issues, and focusing only on financial regulation, offshore financial
centres can pose a risk to financial stability and also create a substantial level playing
field problem: registration of financial institutions can be weak; initial capital
requirements (for services to non-residents) are low; and supervision substandard or
even inexistent.

250) In order to correct the associated risks to the global financial system, different measures
have been proposed. These range from added financial statement disclosure rules
(requiring the disclosure of off-balance sheet structures on a jurisdiction by jurisdiction
basis in a separate annex to the financial statement, accompanied by a risk statement for
assets held in poorly regulated, and in some cases, "uncooperative" financial centres) to
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more far-reaching rules prohibiting regulated financial institutions from transacting with
entities located in these jurisdictions.

Without judging the merits of these proposals at this time, which should be examined in
more detail, the Group considers that, already today, group supervisors have the
possibility of increasing capital requirements for those financial institutions that take
higher risks by holding assets in poorly regulated financial centres or where supervisors
feel hindered in getting pertinent information. Where necessary, these existing powers
should be used to the full.

The effectiveness of these arrangements should be monitored on a regular basis under
the auspices of the IMF. More generally, a transparent evaluation and benchmarking
process should be set up by the IMF and the FSF, in cooperation with the World Bank,
the Financial Action Task Force (FATF) and the OECD, in order to regularly assess the
regulatory framework in off-shore centres and other financial centres, the results of
which would be made public.

Recommendation 28: The Group recommends intensifying co-ordinated efforts to
encourage currently poorly regulated or " uncooperative" jurisdictions to adhere to
the highest level international standards and to exchange information among
supervisors.

In any event, in order to account for the increased risks, group supervisors should
increase capital requirements for those financial ingtitutions investing in or doing
business with poorly regulated or supervised financial centres whenever they are not
satisfied by the due diligence performed or where they are unable to obtain or
exchange pertinent information from supervisorsin these offshore jurisdictions.

The IMF and the FSF, in cooperation with other relevant international bodies,
should assess the existing regulatory standards in financial centres, monitor the
effectiveness of existing mechanisms of enforcing international standards and
recommend more restrictive measures where the existing applied standards are
considered to be insufficient.

V.

253)

254)

CRISSSMANAGEMENT AND RESOLUTION

Even improved crisis prevention will not completely avoid crises from happening.
However, the current crisis has revealed a lack of effective crisis management and
coordination framework at the international level. There are no clear multilateral
arrangements for coordinating national responses to financial crises. Furthermore, the
difficulties in separating liquidity from solvency crises have again become apparent.

The experiences of the last twelve month have demonstrated the need for close
coordination between supervisory, monetary and fiscal authorities.  Effective
information sharing and close cooperation are essential not only for efficient crisis
management, but they are also indispensable for avoiding negative spillovers,
distortions to competition and regulatory arbitrage.

66




255) In this context, strengthening the IMF's capacity to support countries facing balance of
payment problems in a financial crisis is critical. The Fund currently has insufficient
resources for assisting its members. EU Member States should therefore show their
readiness to contribute to increasing IMF resources.

Recommendation 29: The Group recommends that EU Member States should show their
support for strengthening the role of the IMF in macroeconomic surveillance and to
contribute towards increasing the IMF's resources in order to strengthen its capacity to
support member countries facing acute financial or balance of payment distress.

VI. EUROPEAN GOVERNANCE AT THE INTERNATIONAL LEVEL

256) While the European Union is one of the key international players, its representation in
international organisations and other international bodies is fragmented and lacks
coherence and continuity. In some cases, the EU's representation is incomplete (e.g. the
FSF or G20 at Ministerial level), while in other cases the EU as a whole — i.e. including
its Member States - is even perceived as being over-represented, to the detriment of
emerging market economies. This weakens the possibility of the EU speaking with a
single voice, and it is something that is also increasingly criticised by the EU's
international partners. It is therefore essential to organise a coherent European
representation in the new global economic and financial architecture. In the context of a
more ambitious institutional (and quota) reform of the IMF, this could imply re-
arranging constituencies and reducing the number of Executive Board members for the
EU to not more than two. A similar consolidation of the EU's representation should be
installed for other multilateral fora.

Recommendation 30: The Group recommends that a coherent EU representation in
the new global economic and financial architecture be organised.

In the context of a more ambitious ingtitutional reform, this could imply a
consolidation of the EU'srepresentation in the IMF and other multilateral fora.

VII.DEEPENING THE EU'SBILATERAL FINANCIAL RELATIONS

257) The EU has every interest in leading and developing its relations with the major
financial powers of the world. Over the past years, good technical work has been
carried out with the United States on complex regulatory and supervisory issues and
these efforts should be intensified with the new US administration to find the broadest
and deepest common ground. Likewise, with Japan and China, Brazil, India, Russia,
Saudi Arabia, and other emerging countries the EU should work to develop common
understanding on the global financial reforms that are needed. The EU has a unique
opportunity to strengthen its global influence and to promulgate its ideas and
approaches. But for this to happen — the EU's own supervisory and regulatory model
must not just be fit for purpose but a global example of effectiveness, utility, fairness,
cooperation, consistency and solidarity.
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Recommendation 31: In its bilateral relations, the EU should intensify its financial

regulatory dialogue with key partners.

*k*

This report sets out the regulatory, supervisory and global reforms that the Group considers

are needed.

Work must begin immediately.
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ANNEX I. Mandate for the High-Level Expert Group on
financial supervision in the EU

The current financial crisis has highlighted the weaknesses in the EU's supervisory
framework, which remains fragmented along national lines despite the substantial progress
achieved in financial market integration and the increased importance of cross border entities.
If financial integration is to be efficient in terms of safeguarding systemic stability as well as
in delivering lower costs and increased competition, it is essential to accelerate the ongoing
reform of supervision.

Supervisory reform has so far relied on an evolutionary approach, whereby the so-called
Level 3 Committees in the Lamfalussy framework are expected to achieve significant
convergence in supervisory practices and procedures across member states. While certain
progress in convergence has been achieved, this progress has not allowed the EU to identify
and/or deal with the causes of the current financial crisis. The current national-based
organisation of EU supervision lacks a framework for delivering supervisory convergence and
limits the scope for effective macro-prudential oversight based on a comprehensive view of
developments in financial markets and institutions.

The Group is therefore requested to make proposals to strengthen European supervisory
arrangements covering all financial sectors, with the objective to establish a more efficient,
integrated and sustainable European system of supervision.

In particular the group should consider:

- how the supervision of European financial institutions and markets should best be
organised to ensure the prudential soundness of institutions, the orderly functioning of
markets and thereby the protection of depositors, policy-holders and investors;

- how to strengthen European cooperation on financial stability oversight, early warning
mechanisms and crisis management, including the management of cross border and cross

sectoral risks;

- how supervisors in the EU's competent authorities should cooperate with other major
jurisdictions to help safeguard financial stability at the global level.

The Group will examine the allocation of tasks and responsibilities between the national and
European levels.

The Group should present a report to the European Commission in view of the Council of
Spring 2009.

The Group will conduct hearings and organize a consultation as appropriate.
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ANNEX II: Meetings of the Group and Hearings in 2008 - 2009

The Group began its work in mid-November and held 11 full day meetings. It received oral
evidence from the following personalities and representatives of European financial services
associations and international institutions:

- The Chairs of the 3 Level 3 Committees (CEBS, CEIOPS, CESR);
- European Commissioners Charlie McCreevy and Joaquin Almunia;

- Dr A.H.E.M. Wellink, Chairman of the Basle Committee and President of the Netherlands
Central Bank;

- Mr Jean-Claude Trichet, President of the ECB;

- Mr Mario Draghi, Chairman of Financial Stability Forum and Governor of the Bank of
Italy;

- Mr Marek Belka, Head of the European Desk of the IMF;
- Mr Xavier Musca, Chairman of the Economic and Finance Committee;

- Mr Peter Praet, Chairman of the Banking Supervisory Committee at the ECB and
Executive Director at the National Bank of Belgium;

- Baron Alexander Lamfalussy;

- The CEA (Comité¢ Européen des Assurances) and AMICE (Association of Mutual
Insurers and Insurance Cooperatives in Europe);

- The EBF (European Banking Federation), ESBG (European Savings Banks Group) and
EACB (European Association of Co-operative Banks);

- The Federation of European Securities Exchanges (FESE), ICMA (International Capital
Market Association), EFAMA (European Fund and Asset Managers Association), ISDA
(International Swaps and Derivatives Association), FOA (Future and Options
Association), AMAFI (French Association of Financial Markets), LIBA (London
Investment Banking Association), European Issuers and ISCS (Investicni spole¢nost
Ceske sporitelny);

- Representatives of large insurance companies (AXA, Munich Reinsurance Company,
Aegon and AVIVA plc.).
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ANNEX Illl: An increasingly integrated single European
financial market

Looking ahead, it is important to ensure that the way in which supervision is organised in the
Single Market allows supervisors to meet the objective of maintaining financial stability (in
both normal and crisis conditions), while allowing to the greatest extent possible financial
institutions and customers to benefit from the advantages of the Single Market as set out in
the Treaty.

EU financial markets are increasingly integrated, especially in the wholesale markets. The
banking and insurance markets are dominated by pan-European groups, whose risk
management functions are centralised in the group's headquarters. There has been an increase
in cross-border M&A transactions in terms of value since 2003. This trend was particularly
strong in 2005, when several large-value transactions were conducted, amounting to over 50%
of the total M&A value in the euro area banking system. EU banks have become more
international than ever, expanding into foreign markets both in Europe and beyond. Currently
around 70% of EU banking assets is in the hands of 43 banking groups with substantial cross-
border activities. Especially in the Central and Eastern European countries, the banking
sectors are dominated by foreign (mostly Western European) financial groups (see figure 1).
The present crisis is likely to lead to further consolidation across borders, although the
economic slow-down may limit consolidation in the short to mid-term.

Figure 1. Market share of foreign-owned banks (% of total assets)
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As for financial markets, the available evidence suggests that the integration has progressed
considerably, but varies depending on the market segment, and is to a large extent correlated
with the degree of integration of the underlying financial infrastructure. Table 1 provides an
overview of the level of integration of the various segments. It should be noted that due to
intensive cross-border consolidation of stock exchanges, concentration of the underlying
infrastructures is increasing (i.e. the market share of the five largest stock exchanges in
Europe exceeded 90% in 2006).
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Table 1. Integration of various market segments

Market segment Degree of integration
Money market High degree

Bond markets

e  government bonds Considerable degree

° corporate bonds Considerable degree
Equity markets Increasing integration

Banking markets
e  interbank/wholesale activities Increasing integration
e capital market related activities | Increasing integration

o retail banking activities Fragmented

This evolution towards large cross-border groups does not imply any judgement on the
benefits or the possible drawbacks (the last global chapter will touch on the concept of 'too
big too fail') of this phenomenon. But it is important that any reflection on the EU supervision
framework should take into account these trends.

The emergence of an increasingly integrated financial market in the EU is indeed a major
challenge for financial supervision — a challenge which goes to the heart of the objective of
supervision: integration increases contagion risks, and thereby jeopardises financial stability;
integration makes it more difficult to ensure a level playing-field if rules and supervisory
practices differ; integration means the development of large cross-border groups, which will
require more streamlined and cost-effective supervisory organisation.

At the current juncture, the supervision of EU firms remains largely based on national, home
state supervision — but where cross border firms have set up subsidiaries under local law these
subsidiaries are regulated finally at host state level. Cross border branches of firms are
regulated by the home country — but safeguards have been provided in EU law for host state
supervisors to act for example in emergency situations to protect depositors (Article 33 CRD).
In the case of investment services, host state supervisors have significant areas of control -
including the right to examine branch arrangements (Article 32 MIFID). Host supervisors
retain control of liquidity in branches as well and should be informed of all relevant
information about the group (Article 42 CRD and its recent strengthening).

This organisation is a very complex one, leading to multiple reporting lines between
supervisors and supervised entities and to complex mechanisms of cooperation between home
and host supervisors. Some argue that the present arrangements should be preserved because,
in certain cases, it could be better to handle complex financial institutions with different
supervisors holding different views on a number of issues. However, such a view would have
to be backed by a precise and convincing analysis. In any case, such an approach has the
potential of leading to cross border and cross-sectoral risk and distrust between supervisors.

Be that as it may, what seems difficult to contest is that fragmentation in supervision has
shown to be the source of major dangers. The case of AIG in the US is noteworthy. No one in
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the US and elsewhere denies that the collapse of that major institution was the result of a
weak state-by-state insurance regulatory system and of the absence of a single responsible
supervisory body at the Federal level. More generally, the US authorities are likely to
restructure what most consider as a too fragmented supervisory system. The EU must
obviously avoid such pitfalls.

Some argue that there is, at the moment, insufficient mechanisms allowing for real and
effective collaboration between home and host supervisors:

- host supervisors do not have comprehensive means to challenge the home state
supervision of a group which has branching activities in its territories;

- there is no binding mediation mechanism arbitrating between home and host supervisors,
whether for banks, insurance companies or investment firms;

- if a national supervisor fails to take a necessary measure, there is no quick mechanism
allowing for a collaborative decision to be taken in relation, for example, to the liquidity
or solvency position of a group;

- there are no effective cross border crisis management arrangements, as illustrated by the
table below.

1.

Cross-border institutions operating in a branch structure:

Responsibility, information and tools are asymmetrically distributed and
concentrated in the home country. In a crisis situation where the institution is
systemically important both in the home and the host country authorities have
incentives to find a solution since a branch cannot fail or be reconstructed on its
own. However, problems may arise if both authorities seek to rely on the
incentive and willingness of the other authority to contribute to a solution for the
group. The host country, even though having a clear economic interest in a
solution, may try to avoid or limit any contribution to sharing the burden and
point to information and supervisory responsibilities in the home country. The
home country may comparably try to shift the largest possible burden to the host
country and argue that the crisis is not due to regulatory failure and/or that actions
of their independent supervisors do not entail fiscal responsibility.

If the institution is only systemically important in the home country the host
country will be reluctant to contribute in crisis management when a financial
burden is involved. The home authorities have the incentives, instruments and
access to information to ensure a solution. The Icelandic cases provide tangible
examples.

Turning to the opposite case where the institution is only systemically important in
the host countries significant conflicts of interests may arise. Host authorities lack
the information and tools to act (except for the corner solution where the host
country intervenes to rescue the entire group). Moreover, in case of a failure of a
group with a large branch, the burden on the home country deposit guarantee
scheme (DGS) may be substantial.

Cross-border institutions operating in a subsidiary structure:

Responsibility, information and tools are shared between the countries where the
institution operates. Both home and host competent authorities should have access
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to information and tools to use in a crisis situation, if necessary. If an institution is
systemically important both in the home and the host country both authorities
have incentives to ensure a solution. In theory, the problems can either be solved
individually or jointly. However, host authorities may have an incentive to ring-
fence the subsidiary in some cases (and almost all Member States may be legally
obliged to do this), while home authorities may have an incentive to seek the
centralization of a bank's assets and keep liabilities decentralized. The functional,
managerial and operational structure of the group and mismatch between the
distribution of assets and liabilities could result in difficulties in restarting the
subsidiary on its own and more generally in restructuring the group. Both
authorities may need to rely on the incentives and willingness of the other
authority — which will often not have legal flexibility - to provide a solution as the
home and host country authorities are not accountable to each other in the event of
insolvency. The management of Fortis-group serves as a real example of this
case.

As in the case with branches, for an institution that is only systemically important
in the home country, the host country will be reluctant to contribute in crisis
management when a financial burden is involved.

If the subsidiary is only systemically important in the host country host authorities
in principle have the adequate tools and sufficient information to act
independently in a crisis situation, but may in practice find it difficult to restart the
subsidiary on its own due to the ownership structure of the bank.

It is important to note that consolidated group structures vary from among
Member States as well as their legal obligations. Missing as well at EU level are
early intervention tools, common winding up procedures, rules on transferability
of assets and common approaches to bankruptcy.

Given the above, the current supervisory arrangements are not optimal to contribute to a high
degree of financial stability in the Single Market. Host Member States, in particular, largely
depend on the effectiveness of supervision carried-out in the home Member States. And one
supervisory mistake can have major consequences throughout the Single Market.

The appropriateness of current arrangements also fails from an efficiency standpoint.
Currently, financial institutions operating in different markets have to cope with different
national supervisory rules and practices. They have to commit extensive resources to deal
with numerous supervisors and differing supervisory requirements, for example in the area of
reporting. This entails administrative costs without any added value'”.

Finally, one can question whether the current arrangements provide for a level playing-field
between financial institutions. Cross-border institutions have different home supervisors,
depending on the Member State where they have established their headquarters. These
various supervisors may have different views on major supervisory issues, such as for
example the validation of internal risk models. The Colleges of Supervisors may also take
different views in equal situations, leading to different supervisory outcomes for groups who
compete with each other.

'S The ongoing compliance cost as a percentage of operating expenses for large banks and financial conglomerates is on
average around 1%. Large pan-EU institutions could save at least several million euros every year, if they could benefit from
a more streamlined supervisory structure.
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ANNEX IV: Recent attempts to strengthen supervision in
the EU

Over the last few years, a number of attempts have been made to introduce greater coherence
between the reality of an integrated market and the organisation of supervision. The EU has
tried to increase cooperation and coordination between national supervisory authorities,
including for crisis management. This applies especially to the implementation of the
Lamfalussy process across the banking, securities and insurance sectors and the recent MOU
on crisis management.

The first aim of the Lamfalussy report in 2000 was to speed up the adoption of EU financial
services law — providing a framework and mechanism for timely decision making based on
the technical expertise of the level 3 committees, open consultation, transparency and political
accountability. Good results have been achieved in this respect. The Lamfalussy process did
not deal with strengthening prudential oversight — but the report warned: "While the
committee strongly believes that large deep, liquid and innovative financial markets will
result in substantial efficiency gains and will therefore bring individual benefits to European
citizens; it also believes that greater efficiency does not necessarily go hand in hand with
enhanced financial stability".

Another aim of the Lamfalussy process was to converge supervisory practices; agree common
day to day interpretations and applications of EU rules with non-binding guidelines; foster
greater trust among supervisors. These tasks have proven to be very difficult.

Without recourse to qualified majority decision making until very recently, and without legal
powers the level 3 committees have been unable to converge their activities sufficiently.
Some of this is due to the fact that some directives in levels 1 /2 of the Lamfalussy process
allowed for optionality and gold plating — so level 3 could not resolve the problems left over
from levels 1 and 2. But in other cases, national supervisors did not cooperate sufficiently to
converge either supervisory practices or interpretations — whether the reason is to protect a
national champion, restrict competition, preserve a national practice viewed as a competitive
supervisory or regulatory advantage or just sheer bureaucratic inertia.

Some recent examples of supervisory difficultieswithin the Lamfalussy framework™®:
- No common reporting formats have been agreed, and are unlikely before 2012.

- Lengthy blockages resulting in no agreement on CESR-ESCB standards for clearing and
settlement.

- Unified registration and supervision of credit rating agencies at EU level cannot be
granted to CESR because it lacks the legal powers resulting in the Commission proposing
complex national registration with non-binding coordination by CESR.

Over the past decade, the Commission, supported by the level 3 committees, has worked hard
to try and further reinforce supervisory cooperation in the EU. The latest attempt has been in
its recent proposals for the revisions of the CRD and its proposal for a home country based

16" A number of examples on regulatory divergences are provided in the chapter on regulation.

75




group support regime for Solvency 2. The aim in both cases was to move towards stronger
group wide supervision.

For the CRD, the Commission proposed:

- Installing colleges of supervisors for major cross border groups and ensure an effective
decision-making process within the colleges.

- Strengthening home country control for capital add-ons in subsidiaries in other Member
States;

- Strengthening host state branch supervisory with more information.
For Solvency 2 — the group support regime proposed by the Commission, inter alia, would:

- Install colleges of supervisors for cross-border groups and ensure an effective decision-
making process within the colleges;

- Allow the home based firm to allocate capital throughout the group in an efficient way,
subject to safeguards to protect the financial soundness of all the legal entities belonging
to the group.

In both cases a strong number of countries - including all new Member States for Solvency 2
and Member States unanimously in the case of the CRD — have decisively rejected changing
the current balance of home and host state regulation.

At the heart of this, are three major problems:

(1) A perceived lack of adequate processes and guarantees in the case things go wrong for
host country depositors and policy-holders that do business with foreign branches and
subsidiaries, linked to local requirements for all supervisors to protect local interests and
apply local laws first.

(i) Lack of a sufficiently clear framework agreement on at the EU level on burden sharing
principles in rescue operations with a cross-border character.

(iii) A lack of trust among EU supervisors, which recent events have accentuated further.

The majority of Member States are not confident that, should a cross-border crisis occur, it
will be managed and resolved in an optimal way for their citizens. And indeed, some recent
examples, highlighted in hearings organised by the Group, have shown that the division of
responsibilities between home and host supervisors have been far from satisfactory which has
complicated the coordination of crisis management. Many Member States, therefore, object to
major modifications in the allocation between home and host authorities. They will not, in
particular, accept that the level of regulatory capital to be held by the subsidiaries established
in their territories is decided by a competent authority in another Member State.

The absence, therefore, of a sound framework for crisis management and resolution (with
sufficiently clear principles on burden sharing, customers' protection, assets transferability
and winding up) complicates the introduction of an effective and efficient supervisory system
to avoid financial crises in the first place. Any proposals to modify the organisation of
supervision in the EU therefore have to be accompanied by the setting up of a more
convincing framework for crisis management in the EU.
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Furthermore there could be cases where Member States disagree with the monetary policy
choices made elsewhere in the EU, seeing them as too lax and jeopardising the stability of the
financial system. Given the impact of excessive credit expansion, especially in some host
countries, safeguards for such countries could be justified. If a host supervisor detects such
deviations, it should be able to act by tightening credit conditions or increasing reserve
requirements. The following safeguards should be considered:

- if there were to be significant mismatches in terms of borrowing in foreign currencies, the
host supervisor should have the leeway through appropriate regulations to curb those
currency mismatches in both subsidiaries and branches;

- particular attention should be dedicated to the appropriate degree of liquidity of branches
and subsidiaries in host countries.

If the implementation of such safeguards were to create a problem with the group supervisor,
it would be useful if the host supervisor could bring the case to an independent body for
arbitration and decision.

The Commission's proposal for mandatory colleges of supervisors for cross-border firms has
fared better politically, although there are no clear decision-making processes in case of
disagreements among supervisors in colleges nor mechanisms for dealing with disputes. And
some have estimated there will need to be up to 123 colleges which will make the application
of consistent supervisory practice essential, but very difficult to achieve.

Against this background, the Group considers that it is crucial that in the future EU
supervisors exercise their competences in a more effective, collaborative and coordinated way
than today. The existing level 3 committees have clearly reached their limits in terms of
informal cooperation methods.

The fact that EU supervisory arrangements may not have been one of the major causes of the
crisis, and that the supervisory systems of some third countries have not performed better,
cannot be excuses for inaction. Given their complexity and fragmented nature, EU
supervisory arrangements have, in the context of an increasingly integrated EU market, the
potential of being inadequately prepared for a future crisis. This pertains to the future and
cannot be demonstrated. It nevertheless appears that it would be wise for Europe to organise
itself in order to limit further damage if new crisis were to appear. Making recommendations
to facilitate this is the very essence of the mandate that has been given to the group. The
aspirations of global G20 convergence — important though it is — cannot be delivered without
effective supervision in the biggest capital market in the world, the EU.

The Group considers it is now pressing to establish a more effective supervisory system in the
EU. One which will better meet the objective of financial stability. Ensure a level playing-
field. Be as cost-effective and underpin real European capital market integration.
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ANNEX V: Indicative allocation of competences between
national supervisors and the Authorities in the
ESFS

BANKING SUPERVISION

Stage1

SUPERVISORY TASKS NATIONAL LEVEL EU LEVEL

Licensing of banks, e.g., fit and proper test, X
business plan, and minimum capital.

Compliance with CRD minimal capital X
requirements (Pillar 1)

Review of Dbank's internal capital
assessment and supervisory review process X
of bank's adequacy of capital (Pillar 2)

On-site inspections X

Review of banks' disclosure framework X
(Pillar 3)

Enforcement and sanctions

Internal governance/control

XXX

Supervisory assessments of mergers and
acquisitions.

x

Hybrid funds, i.e., compliance with
eligibility requirements

Large exposures requirements

Qualified holdings

Reporting

Know your customer rules

Provisioning policy

XX XXX X

Anti-money laundering rules

Imposition of a conservator and possible
revocation of licences

XX

Complaints

Development and implementation of
harmonised technical EU prudential X X (see § 206)
regulations and requirements, including
advice to the Commission

Defining overall supervisory policies X (see § 206)

Convergence of supervisory rules and X (see § 206)
practices

Financial stability monitoring X (see § 206)

Oversight on colleges X (see § 206)

Crisis management/resolution X

Stage 2

SUPERVISORY TASKS NATIONAL LEVEL EU LEVEL

Licensing of banks, e.g., fit and proper test, X
business plan, and minimum capital.

Compliance with CRD minimal capital X
requirements (Pillar 1)

Review of bank's internal capital




assessment and supervisory review process X
of bank's adequacy of capital (Pillar 2)
On-site inspections X X
(see §208)
Review of banks' disclosure framework X
(Pillar 3)
Enforcement and sanctions X
Internal governance/control X
Supervisory assessments of mergers and X X
acquisitions. (National) (pan-EU, in combination with
national assessments, see
§208)
Hybrid funds, i.e., compliance with X
eligibility requirements
Large exposures requirements X
Qualified holdings X
Reporting X
(To be included in an EU
database)
Know your customer rules X
Provisioning policy X
Anti-money laundering rules X
Imposition of a conservator and possible
revocation of licences X
Development and implementation of
harmonised technical EU prudential X X
regulations and requirements, including (incl. binding technical
advice to the Commission interpretation of level 1 and
level 2 measures, see §208)
Defining overall supervisory policies X (see § 206)
Ensure consistent supervision, e.g., X
defining common supervisory standards (incl. binding supervisory
and practices as well as arrangements for standards, see §208)
the functioning of colleges
Binding mediation, e.g., in case of X (see §208)
disagreement between national supervisors
Designation of group supervisor X (see §208)
Complaints X X
(e.g., on discrimination by
national supervisors, see §208)
Financial stability monitoring X (see §208)
Binding cooperation and information X (see §208)
sharing procedures with the ESRC for
macro-surveillance
Evaluate supervisory processes though X (see §208)
peer review
Aggregate all relevant information X (see §208)
pertaining to cross-border institutions
Prepare and/or adopt of 3™ country X (see §208)
equivalence decisions
Represent EU interests in bilateral and X (see §208)
multilateral ~ discussions  with  third
countries on supervision
Crisis management X X
(Coordinate national efforts,
e.g., create and lead groups of
national supervisors, see §208)
Crisis resolution X X
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(Coordinate national efforts,
e.g., facilitate cooperation and
exchange of information, act
as mediator and help to define
and implement the right
decisions, see §208)

INSURANCE SUPERVISION

Stagel

SUPERVISORY TASKS NATIONAL LEVEL EU LEVEL
Licensing of insurance firms, e.g., fit and X
proper test, business plan and minimum
capital.
Checking the calculation of the Minimum X
Capital Requirement (MCR) and the
Solvency Capital Requirement (SCR)
Impose capital add-ons X
Evaluate the level of eligible own funds

X

Evaluate the quality of eligible own funds X
On-site inspections X
Asses technical provisions X
Assess investment rules X
Assess the system of governance X
Asses internal models X
Approve ancillary own funds X
Authorise hybrid capital items X
Enforcement and sanctions X
Supervisory assessments of mergers and X
acquisitions.
Reporting, including decisions on public X
disclosure by insurance undertakings
Know your customer rules X
Anti-money laundering rules X
Revocation of licences X
Complaints X
Development and implementation of
harmonised technical EU prudential X X (see § 206)
regulations and requirements, including
advice to the Commission
Defining overall supervisory policies X (see § 206)
Convergence of supervisory rules and X (see § 206)
practices
Financial stability monitoring X (see § 206)
Oversight on colleges X (see § 206)
Crisis management, including assessing the X
viability of recovery plans and/or financing
scheme
Crisis  resolution and  insolvency X

proceedings
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Stage 2

SUPERVISORY TASKS

NATIONAL LEVEL

EU LEVEL

Licensing of insurance firms, e.g., fit and
proper test, business plan and minimum
capital.

X

Checking the calculation of the Minimum
Capital Requirement (MCR) and the
Solvency Capital Requirement (SCR)

Impose capital add-ons

Evaluate the level of eligible own funds

Evaluate the quality of eligible own funds

On-site inspections

XXX

X
(see §208)

Asses technical provisions

Assess investment rules

Assess the system of governance

Asses internal models

Approve ancillary own funds

Authorise hybrid capital items

Enforcement and sanctions

Supervisory assessments of mergers and
acquisitions.

XXX XXX

(National)

X
(pan-EU, in combination with
national assessments, see
§208)

Reporting, including decisions on public
disclosure by insurance undertakings

X
(To be included in an EU
database)

Know your customer rules

X

Anti-money laundering rules

X

Revocation of licences

X

Development and implementation of
harmonised technical EU prudential
regulations and requirements, including
advice to the Commission

X
(incl. binding technical
interpretation of level 1 and
level 2 measures, see §208)

Defining overall supervisory policies

X (see § 206)

Ensure  consistent supervision, e.g.,
defining common supervisory standards
and practices as well as arrangements for
supervisory colleges

X
(incl. binding supervisory
standards, see §208)

Binding mediation, e.g., in case of
disagreement between national supervisors

X (see §208)

Designation of group supervisor

X (see §208)

Complaints

X
(e.g., on discrimination by
national supervisors, see §208)

Financial stability monitoring

X (see §206)

Binding cooperation and information
sharing with the ESRC for macro-
surveillance

X (see §208)

Evaluate supervisory processes through
peer reviews

X (see §208)

Aggregate all relevant information
pertaining to cross-border institutions
supervisors

X (see §208)

Prepare and/or adopt of 3" country

X (see §208)
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equivalence decisions

Represent EU interests in bilateral and
multilateral ~ discussions  with  third
countries on supervision

X (see §208)

Crisis management, including assessing the X X

viability of recovery plans and/or financing (Coordinate national efforts,

scheme e.g., create and lead groups of
national supervisors, see §208)

Crisis  resolution and  insolvency X X

proceedings

(Coordinate national efforts,
e.g., facilitate cooperation and
exchange of information, act
as mediator and help to define

and implement the right
decisions, see §208)

SECURITIES SUPERVISION

Stage1

SUPERVISORY TASKS

NATIONAL LEVEL

EU LEVEL

MiFID

Authorisation

- Investment Firms

- Regulated Markets and Multilateral
Trading Facilities

X[ >

Calculations

Suspense of trading

Compliance conduct of business

Inspections

Reporting

Enforcement

XXX X X[ X

Post-Trading

Authorisation

Supervision

Enforcement

Access to other systems

XX [ XX

Credit Rating Agencies

Authorisation

Supervision

Enforcement

XXX

Prospectus

Authorisation

Transparency

Officially Appointed Mechanisms

Notification shareholders

Market Abuse

Market supervision

Enforcement

Emergency powers

XXX
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EU investigations

Accounting

Mandatory recommendations X

Enforcement X

UCITS

Authorisation X

Enforcement X

Others

Compliance conduct of business by other X

financial institutions, e.g., banks and

insurance firms

Supervisory assessment of mergers and X

acquisitions

Development and implementation of

harmonised technical EU prudential X X (§ 206)

regulations and requirements, including

advice to the Commission

Defining overall supervisory policies X (see § 206)

Convergence of supervisory rules and X (§ 206)

practices

Financial stability monitoring X (§206)

Oversight on colleges X (§ 206)

Crisis management/resolution X

Stage 2

SUPERVISORY TASKS NATIONAL LEVEL EULEVEL

MiFID

Authorisation

- Investment Firms X

- Regulated Markets and Multilateral X

Trading Facilities

Calculations X

Suspense of trading X

Compliance conduct of business X

Inspections X

Reporting X

Enforcement X

Post-Trading

Authorisation X X
(national) (pan-EU, see §208)

Supervision X X
(national) (pan-EU, see §208)

Enforcement X X
(national) (pan-EU, see §208)

Access to other systems X X
(national) (pan-EU, see §208)
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Credit Rating Agencies

Authorisation X (see §208)
Supervision X (see §208)
Enforcement X (see §208)
Prospectus
Authorisation X
Transparency
Officially Appointed Mechanisms X
Notification shareholders X
Market Abuse
Market supervision X
Enforcement X
Emergency powers X X
(Coordinate national efforts,
see §208)
Investigations X
Accounting
Mandatory recommendations X (see §208)
Enforcement X
UCITS
Authorisation X
Enforcement X
Others
Compliance conduct of business by other X
financial institutions, e.g., banks and
insurance firms
Supervisory assessment of mergers and X X
acquisitions (National) (pan-EU, in combination with
national assessments, see
§208)
Development and implementation of
harmonised technical EU regulations and X X
requirements, including advice to the (incl. binding technical
Commission interpretation of level 1 and
level 2 measures, §208)
Defining overall supervisory policies X (see § 206)
Ensure consistent supervision, e.g., X
defining common supervisory standards (incl. binding supervisory
and practices as well as arrangements for standards, see §208)
the functioning of colleges
Binding mediation, e.g., in case of X (see §208)
disagreement between national supervisors
Complaints X X

(e.g., on discrimination by
national supervisors, see §208)

Financial stability monitoring

X (see §208)

Binding cooperation and information
sharing procedures with the ESRC for
macro-surveillance

X (see §208)

Evaluate supervisory processes through
peer review

X (see §208)
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Collect and make available all relevant
information pertaining to cross-border
institutions

X (see §208)

Prepare and/or adopt of 3™ country
equivalence decisions

X (see §208)

Represent EU interests in bilateral and
multilateral ~ discussions  with  third
countries on supervision

X (see §208)

Crisis management

X
(Coordinate national efforts,
e.g., create and lead groups of
national supervisors, see §208)

Crisis resolution

X
(Coordinate national efforts,
e.g., facilitate cooperation and
exchange of information, act
as mediator and help to define
and implement the right
decisions, see §208)
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