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1. Rapporteur: Kira Marie PETER-HANSEN (Greens/EFA / DK)
2. Reference number: 2022/2061 (INI) / A9-0177/2023 / P9_TA(2023)0270
3. Date of adoption of the resolution: 11 July 2023
4. Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)
5. Brief analysis/assessment of the resolution and requests made in it:
With this resolution, the European Parliament adopts its eighth Annual Report on the Banking Union. The resolution is divided into four main sections. The first two sections (General considerations and Supervision) cover a wide series of recent events and other issues related to the financial sector. The last two sections (Resolution and Deposit Insurance) are focused on the core issues relevant to the completion of the Banking Union.
In Section 1 “General considerations” and 2 “Supervision”, the European Parliament largely welcomes a number of actions already undertaken by the Commission, the European Supervisory Authorities, the Single Supervisory Mechanism, the Single Resolution Board and the banking sector, and expresses broad support for a number of important Commission initiatives (such as the completion of the Banking Union, the Corporate Sustainability Reporting Directive, the digital finance package, the creation of NextGenerationEU, the Directive on improving the gender balance among directors of companies listed on stock exchanges and related measures, the Regulation on markets in crypto-assets and the regulation on the regulation on information accompanying transfers of funds and certain crypto-assets). At the same time, the resolution calls on the Commission to pay close attention to a number of specific aspects in completing the work remaining in these areas.
In Section 3 “Resolution” and 4 “Deposit Insurance”, the European Parliament urges the Commission to revise the Banking Communication and align it with the outcome of the Crisis Management and Deposit Insurance review to ensure consistency between both frameworks.
The European Parliament also stresses that the European Deposit Insurance Scheme (EDIS) would improve protection for depositors in the EU and their trust in the banking sector and help to strengthen the Banking Union by reducing the link between sovereigns and banks. It also reiterates Parliament's commitment to resume its work and points out that any further harmonisation of deposit insurance schemes would strengthen the financial stability of the EU banking system.
6. Response to requests and overview of action taken, or intended to be taken, by the Commission:
On the “General Considerations” (section 1)
The Commission shares the European Parliament’s views that banks should continue to strengthen their resilience to macroeconomic and financial shocks.
It also shares the observations on the importance of the Banking Union to complement the Economic and Monetary Union and the single market (paragraphs 1, 2, 3 and 4) and welcomes the Parliament’s stance on the need to complete the Banking Union (paragraph 51).
The Commission also shares the European Parliament’s views that the share of non-performing loans (NPLs) may increase now that the COVID-19 pandemic public support measures have been phased out. Preventing a future build-up of NPLs remains an area of focus for the Commission. The Parliament calls to assess the possibility to introduce a risk-adjusted limitation on dividends and buy-backs to be considered in times of crisis. The Commission notes however that such system-wide limitations should only be considered to address exceptional circumstances. In normal circumstances, the existing prudential and resolution rules limiting dividend distributions seem adequate (paragraph 5).
In line with the Parliament’s request, the Commission is working with the co-legislators to finalise the implementation of the Basel III standards in the EU (paragraph 6).
The Commission continues to monitor market developments and actions taken by Member States to ease the burden of mortgage holders. The Commission also supports the peer review undertaken by the European Banking Authority (EBA), which examines the national supervision of creditors’ treatment of mortgage borrowers in arrears. On the basis of this peer review report, the Commission will consider if any action at the EU level is necessary (paragraph 8).
The Commission fully shares the European Parliament’s view that a well-functioning single market is necessary for retail financial services and notes the call for further improvements to the customer protections framework. The Commission draws the European Parliament’s attention in particular to the publication on 24 May 2023 of the Commission’s Retail Investment Strategy (COM/2023/279 final and COM/2023/278 final (paragraph 16).
The Commission recalls that the Gender Balance on Corporate Boards Directive (COM(2012) 614 final), which was agreed upon by the co-legislators on 7 June 2022, will ensure that gender balance in corporate boards of largest listed companies is sought across the EU (paragraph 18). The directive sets a target for EU companies listed on EU stock exchanges to accelerate the reach of better gender balance. It sets a share of 40% of the underrepresented sex among non-executive directors and 33% among all directors. These companies must ensure that board appointments procedures are clear and transparent, and that applicants are assessed objectively based on their individual merits, irrespective of gender. Member States have now two years to transpose the directive into national law.
On “Supervision” (section 2)
The Commission fully shares the Parliament’s view on the progress made by banks in reducing the stock of non-performing loans (paragraphs 5, 20, 21 and 47). Notwithstanding the fact that the aggregate NPL ratio decreased in the first quarter of 2023 compared to the last quarter of 2022, the Commission believes that vigilance should remain high given that in some Member States the absolute NPL volume remains significant and also in view of the elevated uncertainties given the EU economic outlook.
The Commission shares the Parliament’s view on the need to tackle environmental, social, and corporate governance (ESG) risks in the banking sector and on the importance of properly assessing climate-related risks on banks’ balance sheets (paragraphs 27 and 28). The upcoming Banking Package is going to include measures requiring banks to draw up transition plans, to report ESG risks to banking supervisors – including the risks related to the financing of fossil fuel–related activities – and to disclose their exposures to ESG risks to the market. Based on those requirements, banking supervisors will be able to top up individual banks’ capital requirements, where needed to cater for specific ESG risks (paragraph 27).
The Commission supports the European Parliament’s opinion as regards ensuring the incorporation of environmental and transition risks into credit rating models (paragraph 28) given the importance of credit ratings for investors. Following the ‘Strategy for Financing the Transition to a Sustainable Economy’ adopted on 6 July 2021, in June 2023 the Commission requested European Securities and Market Authority (ESMA) to provide a technical advice on the best way to update Annex I of the Credit Rating Agencies (CRA) Regulation and Commission Delegated Regulation (EU) No 447/2012 on credit rating methodologies in order to ensure that relevant risks are reflected in credit ratings and rating outlooks in a transparent manner.
The Commission welcomes the intention of the co-legislators to conclude the negotiations of the anti-money laundering (AML) package of legislative proposals as soon as possible (paragraph 29), and fully shares the European Parliament’s view that the establishment of the future Union Anti-money laundering and counter terrorist financing (AML/CFT) Authority will be instrumental for improving cooperation between AML and prudential authorities. The Commission shares the view that the procedure to identify third countries that pose a threat to the EU financial system should be reviewed. To this end, the Commission has proposed a more granular approach that will allow mitigating the specific risks posed by those countries. The Commission believes that the AML Authority can play an important role in this policy by supporting it in the identification of countries that pose a risk to the Union’s financial system but which are not publicly identified as subject to a call for action or increased monitoring by international standard setters, and in the definition of enhanced due diligence measures proportionate to the risks posed by each country that the Commission will identify. The Commission stands ready to assist the co-legislators in ensuring that the new Authority is properly resourced and equipped to enhance the effectiveness of all aspects of the Union AML/CFT framework. In the meantime, the Commission continues to carry out its tasks in the area of enforcement of the existing AML/CFT framework as a matter of priority, including by monitoring and taking appropriate actions to ensure the effective implementation by the Member States of the currently applicable AML Directive (paragraph 30).
Regarding the shadow banking sector (paragraph 31), the Commission will continue to actively monitor the evolution of the non-bank financial intermediation (NBFI) in Europe and to be involved in the Financial Stability Board (FSB) and European Systemic Risk Board (ESRB) work streams that establish recommendations in this area. This is in line with regulatory efforts undertaken at EU level over the past years to address financial stability issues linked to NBFI, for example the November 2021 Commission proposal to introduce common rules for Alternative Investment Fund Managers (AIFMs) managing loan-originating Alternative Investment Funds (AIFs).
The Commission fully shares the Parliament’s view that crypto-assets create new challenges and opportunities within the financial system. It is therefore important that the Regulation on markets in crypto-assets (MiCA) is completed by also adopting the complementary technical standards by the time MiCA enters into application. As set out in MiCA, the Commission will review experiences and take stock of developments notably as regards decentralised finance and non-fungible tokens. In line with the Parliament’s call, in the context of the Banking Package negotiations, the co-legislators have negotiated a set of rules aiming to kick off the implementation of the standard on prudential treatment of banks’ exposures to crypto-assets adopted by the Basel Committee on Banking Supervision on 16 December 2022. The Commission also welcomes that co-legislators are going to mandate the Commission to present a more encompassing legislative proposal aimed at implementing the remaining parts of the prudential standards for banks’ exposures to crypto-assets (paragraph 33).
On “Resolution and deposit insurance” (sections 3 and 4)
[bookmark: _Hlk109174397]The Commission shares the European Parliament’s views on the need to further strengthen the current crisis management and deposit insurance framework (paragraphs 42 and 43). The Commission put forward the legislative proposals to review the existing framework, with the goal of ensuring more consistent approaches across all Member States, including facilitating market exit of failing banks, to the benefit of financial stability, taxpayers’ protection and depositors’ confidence. The Commission remains committed to working closely with the European Parliament and the Council on these topics. In addition, the Commission has launched an evaluation of the State aid rules for banks in difficulty (including the 2013 Banking Communication) to assess to which extent the rules have achieved their objective of preserving financial stability while ensuring a level playing field and to which extent they are still fit for purpose. A decision on a possible revision of the State aid rules for banks in difficulty will be taken after the evaluation is concluded, also in light of the outcome of the review of the crisis management and deposit insurance framework. Given the interlinkages between the crisis management and deposit insurance (CMDI) framework and the State aid framework for banks, such potential review would aim at ensuring consistency between the two frameworks, taking into account the regulatory scenarios that will be set out in the renewed CMDI framework.
The Commission shares the view of the European Parliament that EDIS would improve protection for depositors in the EU, wherever their bank is located, and provide an additional safeguard to host Member States. It would mitigate potential risk of liquidity shortfall in national Deposit Guarantee Schemes (DGSs) and the risk of recourse to public funds. It takes note of the openness of the European Parliament to resume its work and consider different designs of EDIS. The Commission hopes that the fast adoption of the Crisis Management and Deposit Insurance framework will pave the way for further progress on Banking Union completion (paragraphs 46, 47, 48, 49, 50 51 and 52).
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