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THE ECONOMIC CRISIS OF 2008  
AND THE FINANCIAL SYSTEM SUPERVISION: 
TOWARDS AN EUROPEAN BANKING UNION

to the development of policies aimed at strengthening the stability of the international banking system. 
Banking regulatory reforms (Basel III) improve micro-prudential supervision and involve macro-prudential 
supervision to avoid systemic risk. Capital requirements are tightening up and the quality of core capital is 
upgraded in order to provide greater coverage of losses and better risk management. In addition, a new 
framework for liquidity risk is introduced, as well as a complementary tool for limiting leverage. Recently, 
an agreement was reached in the EU to establish a Banking Union in the Eurozone, based on uniform reg-
ulation, supervision, bank clearing and deposit protection mechanisms. This framework includes a com-
mon banking capital for bank consolidation, which aims to reduce the impact on savers.
This study aims to analyse the banking sector's activities and the constituent elements of the existing regu-

dimensions of the new regulatory framework for joint supervision leading to the European Banking Union 
and to analyse the pillars that form it, even though they are still in progress. The analysis will also build on 
the experiences from the recent crisis, in order to reach clear conclusions about the necessity and role of 
the Banking Union.
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Introduction

-

markets.

of new risks, with adverse effects on market participants, as demonstrated by the recent 

-

In particular, in response to the recent economic crisis, a major effort has been made 
-

-
ordinated national responses to bank failures, the relevant European institutions have 

Banking risks and the banking supervision system

in order to provide the resources and services required to transfer funds from surplus 
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-

safety net includes various preventive measures, as well as intervention and protective 

-
sory systems. There are two types of prudential supervision of banks, micro-preventive 

-
-

ency, and macro-prudential supervision, which focuses on the effects of macroeconomic 

The most basic rules used by the appropriate supervisory authorities to limit the 

concern the supervisory equities and the liquidity risk of a bank. Macro-prudential super-

are: „time dimension” and „cross-sectoral”. The time dimension is related to the develop-
ment of systemic risk over the horizon. The cross-sectoral dimension concerns the way 

-
-

of the conventional healthy consolidation techniques when a bank is bankrupt or is on 

supervisory interventions.
-

antee Schemes. Deposit Guarantee Schemes are in place in most countries around the 

-
ures. A sense of security is important, as deposits for households and small businesses 
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Banking Supervision and Basel I, II, III
-

The capital adequacy to deal with risk, is considered to be the availability and mainte-

credit risk calculation.

of a portfolio as the sum of the risk of its individual assets. It did not take into account 
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to obtain liquidity and be able to make new advances.

cover this risk, which was called operational risk.
-

operational risk.
Pillar II: Firstly, it is determined what is the purpose of the planned process followed 

data related to capital adequacy. 

The second pillar review process is one of the main innovations of the new pact. It 

-

to widen. Also, the incorrect supervision of credit institutions for the implementation of 

-
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-
equate, their quality was low, and with the onset of the crisis, they faced liquidity prob-

-
tive element, the so-called capital conservation buffer, which requires that banks should 

in order to cover capital adequacy. The use of this reserved capital is appropriate in 

reserved capital is derived from the main core equities items, while its amount is set 
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a macroeconomic measure, the countercyclical capital buffer, as an extension of the 
reserved capital for maintenance purposes. On this basis, banks will need to form an 

assets so as to address systemic risk. Two new indicators are also introduced for the 

-

-

occur as credit institutions will face the lack of capital.

-

-

of securitization. In spite of the lesson we have received in the recent crisis, the new 
supervisory framework does not hinder the rationalization of securitisations. It should 
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the one that led credit institutions to liquidity problems.

course, the increase in public debt was due to other factors, which differ from country 

public debt, such as Italy and France, and in many countries there are banks with major 

European Banking Union 

elements to a pan-European supervisory authority. The positions have been extended 
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sector in the euro area and the EU as a whole, and, on the other, ensures that the con-

a minimal impact on the real economy.

that choose to join. All the states that will adopt the euro in the future will automatically 

-

Its action is supportive in order to establish a common belief in the realization of the 

-

The activation of the pan-European surveillance mechanism is believed by many to 

of national democracies, as at least for the banks there will be also a decrease of the 

be borne by private investors), has led to the formation of a framework of rules where 
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-

-

are objections to both the time and the quality of the implementation of the common 
sanitation fund, which is expected to be fully funded in 8 years with 55 billion, which 

support to a troubled bank is forbidden, but this is not the case for a bank that has not 

Conclusions

-

formulation requires a radical amendment of the European Treaties, not a mere harmo-

-
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-
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