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1. CONTEXT, STAKES AND TIMING

1.1. The Basel III framework:

The Basel III framework was devised to reduce several risks in the banking system (credit risks, market risks,
operational risks). The framework focuses on:

■ Building a buffer to improve the absorption capacity of external shocks through the management of liquidity and
the quality of banks’ own funds.

■ Reducing the recourse to leverage in the economy.

The goal of the framework is to reduce the exposure to excessive risk-taking activities in which financial institutions
engaged during the crisis: 

■ Concerning soundness: Banks engaged in risky activities that rendered in (lending but also off-balance sheet
exposures) banks’ own funds becoming insufficient to hedge losses.

■ Concerning liquidity: 
• Excessive dependence on external funding to refinance short term borrowings 
• Funding low liquid long term exposures by more volatile short term funding.

■ Concerning the role in the economy:
• Boosting inappropriate and dangerous indebtedness and the creation of bubbles in the economy by leveraging

via derivative markets.
• Endangering the whole financial system by exposing it to the failure of a systemic financial institution.

1.2. Basel III and the liquidity risk:

For a financial institution, liquidity risks exist when an institution is exposed to a credit run due to a great and
unexpected loss of confidence of their depositors and borrowers.

■ The Liquidity Coverage Ratio (LCR) (1 month of maturity) is a short term ratio that sets the stock of free or low
risk assets that are liquid or highly liquid: they are easy to sell, even in a crisis scenario, within 30 days. The LCR
sets up a ratio of: high liquid assets/less than 1 month maturity liabilities ≥ 100%.

■ The Net Stable Funding Ratio (NSFR) (long term > 1 year) is a long term ratio that aims for banks to change
their funding structure in order to achieve a more stable funding of their activity. The NSFR sets up the proportion
of: stable funding (long term liabilities) /weighted long term assets > 100%.
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1.3. The economic context of the implementation: bank constrains

The implementation of the Basel III framework will take place during a difficult period for financial institutions:

■ Firstly, due to the constraints of solvability, building own fund buffers through the markets is currently much more
difficult - in particular for those financial institutions of countries going through crisis.

■ The disappearance and attrition of certain banking activities limits the internal capital accumulation capacity.

■ The vicious circle between the sovereign crisis and the banking crisis: 
• The depreciation of European sovereigns makes it difficult to set aside provisions for the potential losses and

put pressure on the soundness of institutions.
• This leads to uncooperative behavior: individual rationality of agents vs. collective interests.

Figure 1: DJ Euro Stock Index

Source: Rexecode

The chart above shows how banks are quoting much lower than the rest of the sample in markets.
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Figure 2: Average ROE of 33 banking goups of the Euro zone

Source: Rexecode

Banks’ profitability has dramatically dropped in recent years.

1.4. Liquidity funding trends

The current economic situation is also a context in which funding has become a nightmare for many financial
institutions which are replacing that by Central Bank funding. A shift in the liquidity paradigm has been observed:

■ The long term funding through the markets is increasingly more costly and selective; it ceased to be an option
for managing the long term liquidity needs. 

■ The access to the liquidity provided by the central bank is used as an instrument to refinance their obligations
and not as a permanent substitute for interbank lending.

■ Trends in interbank lending are a deep slowdown due to the crisis and increasing dependence on central bank
funding.

Figure 3: Private and public bonds interest rate

Source: ECB
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Figure 4: ECB Balance Sheet: Main components

Source: ECB 2012

Due to the financial crisis and the sovereign debt crisis, interbank funding in Europe has declined both in size and
in percentage over total assets

Figure 5: Short term wholesale funding of the Euro Area MFIs, UK, SE and DK

Source: the Liikanen Report, ECB
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1.5. A risk for growth

Any restraint to the access to liquidity or to the contraction of own funds due to the depreciation of sovereign bonds
entails a reduction of banks’ balance sheet size. Therefore, the deleveraging process has already occurred and the
objective has been quickly reached. In this context, the combined effect of Basel III ratios and the situation of
markets makes the implementation in advanced of the rules very harsh for institutions. However this is the case,
given that institutions do not want to be seen as the last in implementing the new rules due to fear of the market
reaction. This is combined with the following factors:

■ crowding out effect; sovereign bonds interest is much higher than most of the assets in the market;

■ banks have to comply with stricter rules when weighting risk - especially for those assets with higher ratios of default.

Finally, this results in limiting the credit provision. The worst-case scenario would be the probability of a credit crunch
that entails the risk of deflation in the already existing context of recession.

Figure 6: Deleveraging process in European MFIs

Source: ECB 2012

Figure 7: Loans awarded to households and non-financial coporations

Source: ECB 2012

ESBG PAPER 7



2. IMPACT OF THE LIQUIDITY RULES ON THE
BANKING SECTOR AND THE ECONOMY

2.1. The interaction between the LCR and the NSFR

The LCR and the NSFR are interconnected: It is estimated that the impact of the implementation of one of them
alone will be thus similar to the effect they will have together. Banks can improve their LCR by holding more high-
quality liquid assets:1

■ replacing long-term assets with short-term assets so as to increase cash inflows and hence reduce net cash
outflow; and

■ attracting more stable funding, which reduces (net) cash outflow.

This is also related to the NSFR, (available stable funding over required stable funding). There are two ways in which
banks can improve their NSFR, namely:

■ by attracting more stable funding, or

■ by engaging in activities that require less stable funding, which means reducing long-term investments (with
maturities above one year) and increasing short-term assets. 

In other words, when a bank improves its funding profile by increasing stable funding, both the NSFR and LCR will
be improved: the first through an increase in available stable funding, the second through a decrease in cash
outflow. Alternatively, when a bank improves its NSFR by reducing its required amount of stable funding – for
instance by attracting more high-quality liquid assets such as government bonds – the LCR will improve through an
increase in the liquid assets’ stock. 

2.2. The consequences of the LCR

Considering that institutions have started to purchase high-liquid assets and sovereign bonds, the LCR can have
– ceteris paribus – and is already having two consequences: 

■ An increase in the money invested in the central bank deposit facilities and the sovereign debt, which are
considered by the regulator as more liquid than the private obligations. All the more when the deposit facilities
have a 100% inflow rate for the LCR in the Basel III framework. This will lead to a reduction in the credit provision.

■ A decrease in assets’ profits due to the interest increase, and the reduction of the quantity of credit.

Generally speaking, the extension in the liability maturities and the reduction of asset maturities limits the
intermediation role of financial institutions. All in all, the LCR will have a negative effect on lending provision in
terms of quantity and change in maturity patterns.

2.3. The LCR

The LCR ratio = HQLA/Total Net outflows >100%

Total net cash outflows over the next 30 calendar days = Total expected cash outflows – Min {total expected cash
inflows; 75% of total expected cash outflows}

Table 1: HQLA Comparison

8

2010 2013

LAYER OVER TOTAL HQLA MULTIPLYING FACTOR LAYER OVER TOTAL HQLA MULTIPLYING FACTOR

Level 1 60% 100% Level 1 60% 100%

Level 2 40% 85% Level 2A 25% 85%

Level 2B 15% 50%

1 Source: “Is collateral becoming scarce?”DNB occasional studies
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These are the main modifications of the LCR adopted in the January 2013 Basel Committee decision which have
considerably softened the LCR:

■ New layer of Level 2B=15% of HQLA integrated by low rated (AA-) corporate bonds, common equity shares and
mortgage backed securities. 

■ Modified definition of outflows and inflows - reduction in the ratio of outflows for deposits:
• insured retail deposits went from 5% to 3%.
• fully insured non-operational deposits from non-financial corporates, sovereigns, central banks and public

sector entities (PSEs) went from 40% to 20%.
• “non-operational” deposits provided by non-financial corporates, sovereigns, central banks and PSEs from

went from 75% to 40%.

Furthermore, in the European Union the LCR will be introduced as planned on 1 January 2015, but the minimum
requirement will begin at 60%, increasing in equal annual steps of 10% until it reaches 100% on 1 January 2019.
Below you can see the detail of the classification of assets and the indicative haircuts set by the Basel Committee.

Concerning the LCR, the liquidity shortage (difference between high-liquid assets and net outflows) was €1170 bn
at the end of 2011 for European banks (according to the EBA) and just €225 bn in December 2012 after
applying the Basel Committee softening. 

Concerning the level of compliance, the average of banks that comply with it after the Basel Committee decision in
January 2013 has increased to 125%. 60 banks in Europe do not yet comply with it. Below is the evolution of the
compliance with the LCR in Europe according to the EBA:

Figure 8: Evolution of the compliance with the LCR in Europe

Source: EBA 2013
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2.4. The NSFR

Concerning the NSFR shortfall in Europe, it was €1.390 bn in December 2011 and €959 bn in December 2012.
Therefore, the NSFR will impact European banks in the same way the LCR would have done before January 2013.
The level of average compliance is still under the 100% level which means that many banks will not comply with it.

The NSFR favours a more stable and long term funding that leads to an increase in lending costs

■ Price effect: 
• Increasing the resort to banking resources at the expense of others will increase the borrowing average price.
• Collecting more savings in the long term will trigger an increase in the demand on savings, furthermore the

savings costs will also increase due to savers’ aversion to the long term risk.

■ Volume effect: replacing long term for short term structurally increases the average cost.

The revenues – other than those coming from intermediation (fees and security revenues) – will decrease due to the
limitation on the balance sheet size, and will increase in other sources of revenues in order to preserve bank
profitability, which is essential for ensuring banks access to markets. All in all, this situation will lead to araise in
credit cost.

The NSFR could seriously harm a bank’s maturity transformation function and/or incentive arbitrage. For a conservative
bank with retail and corporate business mainly funded by customer deposits, the initial ratio is well below 100%
(partly due to the required funding factors applied to retail and corporate loans) – according to current Basel draft.
The way to boost the ratio up to 100% would be: 

■ By issuing debt with a maturity over 1 year for an amount of 20 bn. 

■ By transforming part of the corporate loans into corporate bonds and replace part of the retail loan portfolio
(with maturities up to 1 year) by ABS’s with equivalent maturities. 

Banks would be forced to use long term funding to finance short term assets, thus seriously impairing the maturity
transformation function of the bank, or transforming its short term loans into short term debt, which would increase
the cost of financing without adding any real value.2

2.5. HQLA assets demand and supply

The demand for HQLA in Europe is estimated to grow by EUR 2,000 billion in the next two years, whereas supply
will grow by EUR 1,500 billion, resulting in a greater scarcity of HQLA. Nonetheless, the total supply of these assets
will continue to outsize demand and hence no absolute shortage of collateral assets is expected in the near future.

Figure 9: Supply and demand for HQLA in Europe

Source: ESMA report on risks and vulnerabilities, 2013
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The sovereign debt supply is still strong due to the sovereign debt crisis. Therefore, the LCR will help absorb the
countries’ funding needs. According to ESMA “2012 sovereign issuance volumes totaled EUR 1,090 bn (EUR 820 bn
for the euro area), 66% higher than 2007. In the euro area, outstanding sovereign debt reached EUR 8.5tn,
accounting for 90% of GDP. 45% higher than in 2007”.

It is very likely that once the sovereign debt starts to stabilise, the average banks ROA may considerably decrease,
generating a mismatching with the liability side due to the great contingent of low-profit assets. 

Figure 10: Evolution of Government bonds issuance

Source: ESMA report on risks and vulnerabilities, 2013

According to ESMA the increase in demand for collateral is therefore estimated at EUR 2.44tn for 2014 (EUR 1.20tn
for the LCR, EUR 1tn for the repo market and EUR 0.24tn for the clearing of OTC derivatives).

Table 2: Demand and supply of collateral, 2012 and 2014

Note: Estimates of supply and demand of collateral, EUR tn

Source: EU Commission, ESMA report on risks and vulnerabilities, 2013
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2012 2014 CHANGE 2012-2014

Demand 4.07 6.51 +2.44

of which

Repo market 3.10 4.10 +1

Securities lending 0.16 0.16 +/- 0

Central bank operations 0.50 0.50 +/- 0

LCR - 1.20 +1.20

OTC and ETD 0.31 0.55 +0.24

Supply (after haircut) 11.81 12.63 +0.83

of which:

High-quality collateral 10.25 11.08 +0.83

Quasi high-quality collateral 1.55 1.55 +/- 0

Supply-demand 7.74 6.12 -1.61



2.6. Factors to be considered with regards to the impact of the LCR and NSFR

Although the LCR has been largely softened, other factors such as the potential tightening of the rule by the EBA
or the end of the LTRO may significantly increase a bank’s shortfall and therefore increase the economic impact. 

Morevoer, the following factors have to be considered with regards to the eventual economic impact of the LCR: 

■ The softening of the LCR - decision made in January 2013; 

■ The interdependence between the NSFR and LCR - LCR and NSFR may have similar effects;

■ The NSFR may enter into force in 2018;

■ The end of the LTRO will drain liquidity in the markets;

■ Many banks will start or have already started stocking HQLA in advance;

■ Banks with LCR surpluses could sell or lend these assets, reducing overall demand for HQLA.

Table 3: Liquidity Ratio’s effect on the economy in 18-quarters implementation period; Study Benchmark

Source: “The Cumulative Impact on the global economy of changes in the financial regulatory environment”, (IIF, Sept. 2011); “Assessing the macroeconomic
impact of the transition to stronger capital and liquidity requirements”, (BIS 2010); “Estimating the costs of financial reform”, (IMF, Sept 2012); European
Commission CRD IV Impact assessment

2.7. How should the LCR and the NSFR evolve?

The ESBG considers that the following modifications to the LCR should be introduced:

■ Broadening the definition of HQLA Level 1 and HQLA Level 2 (the recognition of certain assets such as
certain securitisation, corporate debt securities and certain equity) and allowing for a larger part of HQLA
Level 2 in LCR; 

■ All ECB eligible collateral assets should be included within the HQLA;

■ It should be up to the national supervisors to judge whether or not an individual domestic market is
sufficiently deep and liquid. A broadened scope for Level 2 assets would be the best solution for countries
with constraints on the availability of HQLA Level 1 instruments; 

■ Credit lines, credit claims, asset-backed securities, standby credit facilities, state-guaranteed bank debt,
and covered bonds should be included in the HQLA;

■ The treatment to intra-group committed credit lines should be improved through a full inflow assumption
for such commitments;

■ 3% outflow rate on retail deposits: we consider that it would be good to reshape it in order to take into
account those guaranteed deposits in Europe;

■ To avoid a further impact of the LCR a cap (1/3) on the additional HQLA should be included; 

■ As far as the NSFR is concerned, the ESBG does not see the necessity of this ratio being applied. The most
prudent approach would be to postpone the whole timeframe of implementation. 
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ECB IIF IMF BIS, EC EBA

LCR Effect on lending spreads (bps) 15 -- 10

NSFR Effect on lending spreads (bps) 57-71 -- 8

Net effect Effect on lending spreads LCR+NSFR (bps) 80 56 14 16

Cumulative impact Basel III Framework on lending spreads in (bps) 135 137

Credit lending volume -- -- -- -4.5%

Increase in liquidity ratio assumption 25% ~40% >25% 34%

GDP effect of liquidity requirements (18 quarters implementation) -- -- -- -0.11%

GDP effect of liquidity requirements (32 quarters implementation -- -- -- -0.16%

Benefits in GDP due to crsisis likeliness reduction -- -- -- 0.14%
to 0.48%

GDP total effect (Basel framework 0.55% 3.1% 0.75% 0.38% 0.03%



3. THE EUROPEAN INTERMEDIATION MODEL

The EU intermediation level is much higher than the one in the US due to a comparatively higher presence of banks
in the financial system

■ US Banking System =~$ 12 trillion (80%US GDP).

■ EU Banking System =~$46 trillion (350% of EU GDP).

Given that banks play a significant role in the funding of the European economies, a higher impact of the LCR in
Europe than in the US is expected.

■ Basel Impact Studies predict a higher effect in the EU compared to in the US.

■ OECD study: -0,59% in the US vs. -1,14% in the EU.

■ IIF study: -1,1% in the US vs. -3,9% in the EU.

The Basel III rules implicitly put forward a model of disintermediation/securitisation in the financial system. The model
suggested by Basel III will entail an adjustment in the liability and assets sides by category and maturity. Firstly, this
will make the maturities in the liability leg longer than in the asset leg. As a consequence this will probably
contribute to move resources towards the securitisation activities. Traditional banks will probably seek to offer
services to ease the access to financial markets rather than engaging in the traditional banking activities.

The logic put forward by the Basel Committee is in line with the US banking model where bank lending plays
a minor role:

■ In the US, bank lending represents just 50% of the GDP in comparison to the 200% in Europe (ECB and Eurostat).

■ Only 25% of the corporate debt is securitised by bank lending.

Figure 11: Intermediation in Europe vs USA

Source: ECB and Federal Reserve
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A comparison between the size of the debt security and the stock market in the EU and US banking systems: 

Figure 12: Bank assets compared to equity and debt markets in the EU and elsewhere

Source: the Liikanen Report

The European model of banking intermediation is an essential part of the growth model due to the size of the banks
in the financial system. As a matter of fact banking loans represent more than 200% of the GDP. Banks are very
involved in lending activities given that the provision of bank lending to companies represents 80% of their financial
debt. The intermediation model through banks has become an essential feature of the European financial system
which may end up being very difficult and costly to abandon. 

Banks in Europe are caracterised for their long experience in risk management. The assets remain on their balance
sheet and therefore the cost of credit is reduced by the quality of the information of the client’s activities – the risk
would be higher in the absence of this information otherwise the credit would be priced by rating criteria
determined a priori. The intimate knowledge of the debtors is an efficient criteria when compared to the cost of a
potential alternative system through credit rating – assuming the securitisation model is implemented in Europe.

The European banks typically engage in creditors’ short liabilities maturity transformation into debtors/investors long
term investments matching the incentive for benefit from savings availability with the long term funding necessities
of the investors either equipment and/or real estate. Banks in Europe are the economic agent that most accurately
know how to invest and better manage the cost of information.

Some hints pointing out to the decline of this model of intermediation have already been observed, such as the fact
that banking deposits, as a part of households’ financial assets, are decreasing. European banks are becoming more
dependent on non-domestic savings and financial investors.
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Figure 13: Households banking deposits as a part of their total financial assets

Source: Eurostat, BPCE

ESBG PAPER 15



4. LIQUIDITY RATIOS AND SME LENDING

4.1. The Basel III rules 

Some economic agents are comparatively more impacted by Basel III:

■ From banks’ point of view:
• Those who are borrowers rather than creditors.
• Those who borrow with longer maturities given that their spreads are usually rather short. 
• Those who base their activity in countries different to the one where they are based.

■ From the point of view of an economic agent : 
• For those who need a low credit cost in order to make profits on their activity. 
• Those who do not have an alternative to banking funding.

SME lending is especially affected since SMEs are usually net debtors and the profit spread of SMEs is usually low in
Europe: this is essential in order to maintain the economic model. In Europe, SMEs do not fund themselves through
securitisation. However, SME funding has largely been ensured by banks even during the crisis.

4.2. The CET1 rules and SME Lending

SMEs in the European Union have benefitted from preferential treatment with regards to the RWA rules during the
negotiation of the CRR/CRD IV package as endorsed by the banking industry. In the final text, a scaling factor
(0.7619) for the calculation of RWAs for both the standardised and the IRB approaches that will be applied to SMEs
has been inserted. Unfortunately, the reference to the scaling factor was not explicitly specified in Article 118 and
149 of the CRR but was only mentioned in a recital, which is subject to review (Article 476a).

According to the ECB, a significant part of banks - around 25 % - were thinking of tightening credit conditions for
SMEs at the beginning of 2012. The final modification of the scaling factor on the CRD IV text is not considered.
Nevertheless, this is still being debated.

Figure 14: Basel III impact on tightening credit conditions, %

Source: ECB Bank lending survey 2012
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4.3. The LCR and SME lending

The LCR is already having, and will have in the future, serious consequences for SME lending in Europe. SME loans
are not as liquid as other assets are. On the top of that, banks do not get too much profit from SME loans, therefore,
when a default in an SME loan occurs, the bank needs to provide many more loans in order to get the money that
has been lost back, than in other asset classes. Thus, adding constrain to SME lending do not seem the most
appropriate idea given that banks will allways tend to replace SME loans by other more profitable or less risky assets.
Furthermore, with regards to liquidity SME loans would be an easy target for banks seeking to match the maturities
of assets and liabilities. Banks are likely to comply with the LCR partially by replacing short term with long term
funding sources. 

The LCR has a big bias towards the purchase of government bonds. This will obviously reduce the contingent of
SME loans in a bank’s portfolio through a typical crowding-out effect. The LCR standard will make the provision of
revolving credit lines more expensive as banks must, in the future, hold assets equal to 100% of undrawn credit lines.

Focusing on the euro area only, the initial increase in HQLA demand is expected to be around EUR 900 billion (Levels and
Capel, 2012) (before the January 2013 decision). This should also apply should the NSFR keep its current formulation.

4.4. Bank lending trends: supply and demand

Despite all the constrains mentioned above, European banks have continued to provide credit to SMEs during the
crisis. However, the overall lending provision (including big financial institutions) has slightly decreased in the euro
area due to the double effect of a lower demand, in addition to stricter conditions in the supply side.

Figure 15: Loans to non-financial corporations in the euro area (¤ billion, last three months)

Source: ECB, European Commission Report on SME Access to Finance
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From the demand side, the demand for bank loans has also stagnated or decreased during the recent years due to
the economic situation and companies’ growth outlook. In the following chart the evolution of SMEs’ demand for
loans has been analysed by the ECB:

Figure 16: SMEs demand for loans (or credit lines) to non financial corporations, net percentages*

Source: Bank of Belgium, ECB SME Access to Finance Survey

The decrease in the provision of bank loans is due to several factors such as the discouragement, the excessive costs
and the increase in the ratio of loans rejected by the banks. The level of loans rejected significantly varies according
to the country. Due to a tougher criteria in the regulation, the conditions to access finance have become stricter,
given that the access conditions to financial markets has also detiorated.
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Figure 17: Financing Obstacles of SMEs for receiving a bank loan across Euro area countries (2010-2012 over
the preceding six months; percentage of respondents)

Source: ECB SME Access to Finance Survey

Accoding to the EIF Report “European Small Business Finance Outlook” the factors that are increasingly mentioned
by banks as having contributed to tighter credit standards were the expectations concerning the economic outlook
(27% in Q3/2012 compare to 20% in Q2/2012) and industry specific prospects (27% in Q3/2012 compare to 21%
in Q2/2012). In contrast, bank liquidity positions and competition from other banks have reduced their weight.

Figure 18: Factors leading to tighter credit conditions

Source: "European Small Business Finance Outlook", EIF Report

Regardless of the general reduction in interest rates in the euro zone, the interest rates have remained high for SMEs,
particularly in certain Member States. The spread between interest for non-financial companies and SMEs has
increased since the onset of the crisis.
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Figure 19: Interest rates for one-year loans up to EUR 1 million

Source: European Commission Report on Access to Finance 2013

4.5. SMEs’ profitability

SMEs in Europe have traditionally ground their business on lower profits. Therefore, any reduction in SME business
profits entails a greater impact than for other business models.

The chart below shows the profitability ratio (EBITDA/total assets). This ratio has collapsed in European companies
since 2000, as the reduction is greater for smaller companies (blue trend line) than for larger ones (red trend line).

Figure 20: Profitability ratio (EBITDA/total assets), SMEs (blue line) and large corporates (red line)

Source: EBA Report - Assessment of SME proposals for CRD IV/CRR
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4.6. SME’s and securitisation

SMEs in Europe are not massively shifting to other sources of funding – i.e. capital markets or internal funding –
although this remains an important source of funding. However, generally speaking, there is in the midst of the crisis
a gradual trend towards the replacement of bank funding for financial market funding. This is particularly true for
non-financial companies.

Conversely to big enterprises, SMEs in Europe do not have access to financial markets. Their short term funding is
less granted and based on confidence and knowledge which is mainly provided through the channel of banks.
Setting up a new model based on capital markets for intermediation may be especially detrimental for those small
SMEs that do not have acess to capital markets as they would be much more affected by the stricter lending
conditions without having access to an alternative. 

Figure 21: Evolution of alternative funding for non-financial corporations, net percentage*

Source: Bank of Belgium

Figure 22: SME Securitisation trends

Source: Bruegel
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5. CONCLUSIONS 

The main risks of the Basel III framework in particular with regards to SMEs are:

■ Limiting the efficiency of SME lending.

■ The weak profits spread of the European companies limits their own flexibility to adapt to an increase in costs.

■ This is also going to prolong the structural trend of SMEs to reduce their recourse of lending in order to increase
the soundness, thus sacrificing business growth. 

■ This leads to a limitation of the potential growth of SMEs and as a result to a limitation of the competitiveness
of the overall economy.

The trend leads to a sub-optimal growth model for SMEs due to the funding constrains and to a reduction in risk
exposures. However, banks, public authorities and SME owners have nowadays a collective interest to find
alternative solutions to make the growth model progress towards more competitiveness.
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ESBG brings together savings and retail banks of the European Union and European Economic Area that believe in a common
identity for European policies. ESBG members support the development of a single market for Europe that adheres to the
principle of subsidiarity, whereby the European Union only acts when individual Member States cannot sufficiently do so.
They believe that pluralism and diversity in the European banking sector safeguard the market against shocks that arise from
time to time, whether caused by internal or external forces. Members seek to defend the European social and economic model
that combines economic growth with high living standards and good working conditions. To these ends, ESBG members come
together to agree on and promote common positions on relevant matters of a regulatory or supervisory nature.

ESBG members represent one of the largest European retail banking networks, comprising of approximately one-third of the
retail banking market in Europe, with total assets of over €7,300 billion, non-bank deposits of €3,480 billion and non-bank
loans of €3,950 billion (31 December 2012).


