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In a new SAFE White Paper, Martin R. Götz, Tobias H. Tröger, and Mark
Wahrenburg analyze the supervisory challenges ahead for banking regulation in
Europe

The financial crisis and the European sovereign debt crisis highlighted severe deficiencies in the regulatory
framework for the European banking sector. To harmonize regulation and strengthen the resilience of
financial institutions in Europe, the European Union undertook various initiatives, culminating in the
Banking Union and bringing about a supranationalization of banking regulation in the participating member
states. Most notably, the supranationalization of supervisory powers and the direct supervision by large
European banks in the Single Supervisory Mechanism (SSM), which came into force on 4 November
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2014, represents a major change in the European banking sector.

In the White Paper “The Next SSM Term: Supervisory Challenges Ahead”, the authors Martin R. Götz,
Tobias H. Tröger, and Mark Wahrenburg briefly reflect on these first five years of direct supervision by
highlighting differences in the development of directly supervised banks and note areas for further
improvement. The paper was prepared at the request of the European Parliament´s Committee on
Economic and Monetary Affairs and in preparation for the regular public hearing with the new Chair of the
Supervisory Board of the European Central Bank (ECB), Andrea Enria on 21 March 2019.  

In a first step, they examine publicly available data for the fiscal years 2014 and 2017 on balance sheet
items for European banks under direct supervision by the ECB. The authors find that banks that entered
direct ECB supervision with weaker capital buffers after the Asset Quality Review (AQR) do not seem to
have increased their resilience a lot. While all directly supervised banks reduced their share of bad loans
on average over the period 2014 to 2017, the analysis highlights some differences across banks.
Specifically, banks with relatively low levels of capitalization in 2014 (and thus with a potentially greater
supervisory focus) had a large share of bad loans in 2014 and still have a relatively high share of non-
performing loans in 2017. This is all the more troubling as particularly banks with low levels of capital
buffers seem to be afflicted with elevated levels of non-performing loans – even though the ECB
repeatedly stressed its focus on credit risk over the last years and thus put particular emphasis on the
need to reduce the level of non-performing loans.

Exchange of information about details of internal models

The authors encourage supervisors to engage in a culture of enhanced communication with banks and the
public. They argue that banking supervision has the potential to increase its benefits to society by
expanding supervisory disclosure to the public and engaging in supervisory feedback with banks.
According to the authors, examples of such improvements in communication may be supervisory
benchmarking surveys in areas such as the evaluation of cyber risks or anti-money laundering practices,
expansion of supervisory research and exchange of information about details of internal models. 

To foster financial stability, supervisors and resolution authorities need to interact in a smooth and
consistent manner and establish reliable practices. The authors argue that the most prominent need for
continuous coordination exists in the area of resolution planning and the minimum requirements for own
funds and eligible liabilities (MREL). This shall ensure that a failing bank can be resolved at all times
without resort to taxpayer money and without perils to financial stability. The constant and time-consistent
prescription of loss-bearing capital is also of critical importance to establish market discipline, leading to a
more stable banking system. Investors will only price bank risk accordingly if they have skin in the game
and will bear potential costs in times of bank failure.  

Read the full paper here (https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-
detailsview/publicationname/the-next-ssm-term-supervisory-challenges-ahead.html).

Anastasia Kotovskaia (https://safe-frankfurt.de/policy-center/policy-center-team.html) is a Research
Assistant at the SAFE Policy Center and currently doing a Ph.D. in Law at Goethe University.

Keywords: Financial Institutions (https://safe-frankfurt.de/news-latest/safe-finance-blog/search-result-
blog.html?
tx_news_pi1%5BoverwriteDemand%5D%5Bcategories%5D=180&cHash=ae33c76342e22f01085651c7b9b65

SSM (https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/ssm.html), Banking Supervision
(https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/banking-supervision.html), Banking Union
(https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/banking-union.html)

https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-detailsview/publicationname/the-next-ssm-term-supervisory-challenges-ahead.html
https://safe-frankfurt.de/policy-center/policy-center-team.html
https://safe-frankfurt.de/news-latest/safe-finance-blog/search-result-blog.html?tx_news_pi1%5BoverwriteDemand%5D%5Bcategories%5D=180&cHash=ae33c76342e22f01085651c7b9b65a11
https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/ssm.html
https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/banking-supervision.html
https://safe-frankfurt.de/news-latest/safe-finance-blog/tag/banking-union.html
https://twitter.com/intent/tweet?text=SAFE%20Finance%20Blog%20%7C%20Details&url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.linkedin.com/shareArticle?mini=true&summary=In%20a%20new%20SAFE%20White%20Paper%2C%20Martin%20R.%20G%C3%B6tz%2C%20Tobias%20H.%20Tr%C3%B6ger%2C%20and%20Mark%20Wahrenburg%20analyze%20the%20supervisory%20challenges%20ahead%20for%20banking%20regulation%20in%20Europe&title=SAFE%20Finance%20Blog%20%7C%20Details&url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.xing.com/social_plugins/share?url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html


18.4.2020 SAFE Finance Blog | Details

https://safe-frankfurt.de/news-latest/safe-finance-blog/details/desirable-in-banking-supervision-a-culture-of-enhanced-communication.html 3/5

Back (https://safe-frankfurt.de/news-latest/safe-finance-blog.html)

   

RECENT POLICY PUBLICATIONS

Want to get regular updates?
 Subscribe to the Finance Blog RSS feed (http://safe-frankfurt.de/home/rss-policyblog.xml)

 Follow us on Twitter (https://twitter.com/SAFE_Frankfurt)

Enter your email address to get regular blog updates.

* Please read our data protection statement (https://safe-frankfurt.de/about-safe/data-protection.html)(pdf version
(https://safe-frankfurt.de/fileadmin/user_upload/editor_common/Files/Data_Protection_Statement_10Jan2020.pdf))

I agree to the data protection statement.*

Subscribe

Apr 2020
Corona-Bonds und ihre Alternativen (https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-
detailsview/publicationname/corona-bonds-und-ihre-alternativen.html)
Marcel Thum, (https://tu-dresden.de/cdd/leitung_und_beteiligte/mitglieder/lebensraum-und-infrastruktur/Thum) Alfons J.
Weichenrieder (https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/52-weichenrieder.html)

Apr 2020
The Case for Corona Bonds (https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-
detailsview/publicationname/the-case-for-corona-bonds.html)
Matej Avbelj, (https://www.eui.eu/DepartmentsAndCentres/Law/People/Fellows/FBF/Matej-Avbelj) Antonia Baraggia,
(https://www.mmg.mpg.de/person/99018/2553) Jürgen Bast, (https://www.uni-giessen.de/fbz/fb01/professuren-
forschung/professuren/bast/team/prof_leitung) Bojan Bugarič, (https://www.sheffield.ac.uk/law/staff/bbugaric/index)
Emanuel Castellarin, (https://unistra.academia.edu/EmanuelCastellarin) Francesco Costamagna,
(https://www.law.georgetown.edu/ctls/staff/francesco-costamagna/) Anuscheh Faraha, (https://www.oer5.rw.fau.de/prof-dr-
anuscheh-farahat/) Matthias Goldmann, (https://safe-frankfurt.de/research/researchers/researchers-
details/showauthor/549-goldmann.html) Anna-Katharina Mangold, (https://www.europeanstudies.info/en/about-ma-eus/our-
team/administrative-team/prof-dr-anna-katharina-mangold-llm-cambridge/) Mario Savino,
(https://unitus.academia.edu/MarioSavino) Alexander Thiele, (https://www.uni-goettingen.de/de/pd-dr-alexander-
thiele/418590.html) Annamaria Viterbo (http://www.dg.unito.it/do/docenti.pl/Alias?anna.viterbo#profilo)

Apr 2020

Emerging Evidence of a Silver Lining: A Ridge Walk to Avoid an Economic Catastrophe in Italy and Spain
(https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-detailsview/publicationname/emerging-
evidence-of-a-silver-lining-a-ridge-walk-to-avoid-an-economic-catastrophe-in-italy-and-spa.html)
Christopher Busch, (https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/468-busch.html)

https://safe-frankfurt.de/news-latest/safe-finance-blog.html
https://twitter.com/intent/tweet?text=SAFE%20Finance%20Blog%20%7C%20Details&url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.linkedin.com/shareArticle?mini=true&summary=In%20a%20new%20SAFE%20White%20Paper%2C%20Martin%20R.%20G%C3%B6tz%2C%20Tobias%20H.%20Tr%C3%B6ger%2C%20and%20Mark%20Wahrenburg%20analyze%20the%20supervisory%20challenges%20ahead%20for%20banking%20regulation%20in%20Europe&title=SAFE%20Finance%20Blog%20%7C%20Details&url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
https://www.xing.com/social_plugins/share?url=https%3A%2F%2Fsafe-frankfurt.de%2Fnews-latest%2Fsafe-finance-blog%2Fdetails%2Fdesirable-in-banking-supervision-a-culture-of-enhanced-communication.html
http://safe-frankfurt.de/home/rss-policyblog.xml
https://twitter.com/SAFE_Frankfurt
https://safe-frankfurt.de/about-safe/data-protection.html
https://safe-frankfurt.de/fileadmin/user_upload/editor_common/Files/Data_Protection_Statement_10Jan2020.pdf
https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-detailsview/publicationname/corona-bonds-und-ihre-alternativen.html
https://tu-dresden.de/cdd/leitung_und_beteiligte/mitglieder/lebensraum-und-infrastruktur/Thum
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/52-weichenrieder.html
https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-detailsview/publicationname/the-case-for-corona-bonds.html
https://www.eui.eu/DepartmentsAndCentres/Law/People/Fellows/FBF/Matej-Avbelj
https://www.mmg.mpg.de/person/99018/2553
https://www.uni-giessen.de/fbz/fb01/professuren-forschung/professuren/bast/team/prof_leitung
https://www.sheffield.ac.uk/law/staff/bbugaric/index
https://unistra.academia.edu/EmanuelCastellarin
https://www.law.georgetown.edu/ctls/staff/francesco-costamagna/
https://www.oer5.rw.fau.de/prof-dr-anuscheh-farahat/
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/549-goldmann.html
https://www.europeanstudies.info/en/about-ma-eus/our-team/administrative-team/prof-dr-anna-katharina-mangold-llm-cambridge/
https://unitus.academia.edu/MarioSavino
https://www.uni-goettingen.de/de/pd-dr-alexander-thiele/418590.html
http://www.dg.unito.it/do/docenti.pl/Alias?anna.viterbo#profilo
https://safe-frankfurt.de/policy-center/policy-publications/policy-publ-detailsview/publicationname/emerging-evidence-of-a-silver-lining-a-ridge-walk-to-avoid-an-economic-catastrophe-in-italy-and-spa.html
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/468-busch.html
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/112-ludwig.html
https://www.barcelonagse.eu/people/santaeulalia-llopis-raul


18.4.2020 SAFE Finance Blog | Details

https://safe-frankfurt.de/news-latest/safe-finance-blog/details/desirable-in-banking-supervision-a-culture-of-enhanced-communication.html 4/5

All Policy Publications (https://safe-frankfurt.de/policy-center/policy-publications.html)

C stop e usc , ( ttps //sa e a u t de/ esea c / esea c e s/ esea c e s deta s/s o aut o / 68 busc t )
Alexander Ludwig, (https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/112-ludwig.html) Raül
Santaeulàlia-Llopis (https://www.barcelonagse.eu/people/santaeulalia-llopis-raul)

Contact
Leibniz Institute for Financial Research SAFE

Theodor-W.-Adorno-Platz 3
60323 Frankfurt am Main

Phone: +49 69 798 30080
Fax: +49 69 798 30077
Email: info@safe-frankfurt.de

Find the right contact person (https://safe-frankfurt.de/about-safe/contact.html)

  Follow us on Twitter (https://twitter.com/SAFE_Frankfurt)

SAFE →
→ About SAFE (https://safe-frankfurt.de/about-safe.html)
→ Job Offers (https://safe-frankfurt.de/about-safe/career/job-

offers.html)
→ How to find us (https://safe-frankfurt.de/about-safe/how-to-

find-us.html)

Research →
→ Research Departments (https://safe-

frankfurt.de/research/research-departments.html)
→ Researchers (https://safe-

frankfurt.de/research/researchers.html)
→ Data Center (https://safe-frankfurt.de/data-center.html)

Policy Center →
→ SAFE Senior Policy Fellows (https://safe-

frankfurt.de/policy-center/safe-senior-policy-fellows.html)
→ Policy Publications (https://safe-frankfurt.de/policy-

center/policy-publications.html)
→ SAFE Finance Blog (https://safe-frankfurt.de/news-

latest/safe-finance-blog.html)
→ Policy Center Team (https://safe-frankfurt.de/policy-

center/policy-center-team.html)

News & Events →
→ All News (https://safe-frankfurt.de/news-latest/all-

news.html)
→ Newsletter (https://safe-frankfurt.de/news-

latest/newsletter.html)
→ Expert List (https://safe-frankfurt.de/press/expert-list.html)

Home (https://safe-frankfurt.de/footer-menu/home.html) →
About this site (https://safe-frankfurt.de/footer-menu/about-this-site.html) →
Data Protection (https://safe-frankfurt.de/footer-menu/data-protection.html) →
© 2020 SAFE

https://safe-frankfurt.de/policy-center/policy-publications.html
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/468-busch.html
https://safe-frankfurt.de/research/researchers/researchers-details/showauthor/112-ludwig.html
https://www.barcelonagse.eu/people/santaeulalia-llopis-raul
javascript:linkTo_UnCryptMailto('kygjrm8gldmYqydc,slg+dpylidspr,bc');
https://safe-frankfurt.de/about-safe/contact.html
https://twitter.com/SAFE_Frankfurt
https://safe-frankfurt.de/about-safe.html
https://safe-frankfurt.de/about-safe/career/job-offers.html
https://safe-frankfurt.de/about-safe/how-to-find-us.html
https://safe-frankfurt.de/research/research-departments.html
https://safe-frankfurt.de/research/researchers.html
https://safe-frankfurt.de/data-center.html
https://safe-frankfurt.de/policy-center/safe-senior-policy-fellows.html
https://safe-frankfurt.de/policy-center/policy-publications.html
https://safe-frankfurt.de/news-latest/safe-finance-blog.html
https://safe-frankfurt.de/policy-center/policy-center-team.html
https://safe-frankfurt.de/news-latest/all-news.html
https://safe-frankfurt.de/news-latest/newsletter.html
https://safe-frankfurt.de/press/expert-list.html
https://safe-frankfurt.de/footer-menu/home.html
https://safe-frankfurt.de/footer-menu/about-this-site.html
https://safe-frankfurt.de/footer-menu/data-protection.html


18.4.2020 SAFE Finance Blog | Details

https://safe-frankfurt.de/news-latest/safe-finance-blog/details/desirable-in-banking-supervision-a-culture-of-enhanced-communication.html 5/5


