10/09/2008: Kauppi: Improve the European financial supervision

The broadly supported report contains recommendations on the structure of the Level 3 Committees and on the present systemic risk management. Voluntary arrangements are insufficient to streamline the fragmented structure of European supervisors that need to guarantee the stability of the financial markets and protect the real economy against excessive risks. The structure of supervision has to get a solid legal basis and need to be in line with the increased complexity and dynamics of the market. 

Said Mr Daianu: "An improved supervision and regulatory framework implies an overhaul of the existing institutional arrangement so that systemic risks should be tackled with efficacy. But they also have to consider the transmission channels, worldwide, the blaitened conflict of interests and the skewed incentives which have contributed the current financial crisis". 

The European Parliament states that the colleges of supervisors should become mandatory with a fairly fixed division of competences and a system of qualified majority voting between the supervisors which enables them to make decisions. 

The Parliament encourages the Level 3 Committees to work towards better cross sector and cross border integration and coordination. 

Said Mrs Van den Burg: "We should not stop at the current consensus but prepare for the future. The Parliament strengthened its earlier repeal on the Commission to establish a wise group before the end of this year. They need to work on a coherent and efficient structure in the long-term. The former Lamfalussy Group could be used as an example". 

Mrs. Kauppi (EPP-ED): "Improvements to the regulatory framework should be based, in the first place, on existing legislation and legal bases. In the second place soft law measures could also be considered as an appropriate tool to address any shortcomings". 

At last, the micro and macro prudential- and market supervisors should combine their knowledge of developments in the market. The European System of Central Banks gets a central position to coordinate and to take leadership if necessary. 

Mrs. Kauppi: The cross-border crisis management must be developed with mechanisms for the involvement of the relevant central banks and finance ministries in a case of crisis. In the medium term, finding a workable solution to the lender of last resort question is urged. 

The division of information and tasks should also be streamlined to improve the voice of the European Union on the international level. The EU should have a voice in the G8 and the Financial Stability Forum and not be outstripped by the United States within for example the Banking Committee in Basel. 

Mrs Van den Burg: "The report strongly calls the Commission to improve the supervisory framework in the European Union. It is high time that we give the Level 3 Committees the tool and competences to go beyond their natural interests and mandates. It's now up to the ECOFIN this week to take our recommendations into consideration". 

Mr Daianu is also emphasizing the importance of the result of the vote. "It is an important step forwards because if systemic risks and financial stability concerns are not properly addressed worse crises would be in the making". 
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