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Loriana Pelizzon explains why data transparency is crucial for financial stability in
the EU

The list of potential benefits of a better access to financial market data for academics is long: clarifying risk
exposures for regulators and the public; increasing the circle of “investigators” of central regulatory
databases; utilizing the perspective and knowledge of distinguished scholars; shifting the economic
research focus on European issues, institutions and markets; enhancing the information basis of European

policy and regulatory decision making; improving the quality and policy-focus of finance research in
Europe; providing more opportunities for interaction between European academics and policymakers;
facilitating financial stability. 
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Even if these advantages are nowadays widely accepted, also among European policy makers and
regulators, and despite some gratifying developments in this area, European institutions are still lacking
behind the US when it comes to the provision of financial market data to academics. This constitutes one
of the main reasons why most empirical financial market research, even in Europe, solely builds upon the
analysis of US data. The bias towards the use of US data leads to the issue that many important policy
decisions are based only on, or are at least greatly influenced by, US empirical evidence. Despite being
helpful to better understand some important mechanisms of financial markets, the regulatory and policy
implications of these studies can be misleading as European issues, institutions and markets are different
in many ways.

For this reason, European policy makers would do well to follow the US example and promote financial
data transparency to “free” academic consultants, particularly on the micro level. For most cases, relevant
data is already collected (at least on the national level), but just not made available to academics. In an
attempt to find the underlying reasons, we fail to identify peculiarities of European financial markets
compared to the US that would prohibit a similar micro data transparency. It rather seems that bureaucratic
inertia, lacking cross-border communication and collaboration, as well as a subliminal skepticism towards
academics are among the main factors that contribute to the current lack of micro data transparency.
Overcoming these obstacles could foster financial stability in Europe and assure level playing fields with
US regulators and policymakers.

Five different types of micro data are particularly important to consider: i) bank balance sheet data, ii)
asset portfolio data, iii) market transaction data, iv) market high frequency data, v) central bank data.
These data are on the one hand crucial for monitoring (systemic) risk in the financial system, identifying
and understanding inter-linkages in financial markets, and thus having important signaling effects for
policymakers and regulatory authorities. On the other hand, enhancements in data transparency can be
achieved at comparably low costs in these cases and without harming the data privacy of financial market
players.

Loriana Pelizzon (http://safe-frankfurt.de/research/researchers/researchers-details/showauthor/82-
pelizzon.html) is SAFE Professor of Law and Finance at Goethe University Frankfurt and Program Director
of the SAFE Systemic Risk Lab
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