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Prologue:
Economic History - A History of Financial Crisesé
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1.1 Composite indicator of systemic stress
(Last observation: 17 Nov. 2017)
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Sources: Thomson Reuters. ECB and ECB calculations.
Notes: The CISS is unit-free and constrained to lie within the interval (0. 1). See Hollo, D, Kremer, M. and Lo Duca, M., "CISS - 3 composite indicator of systemic stress in the financial
system”, Working Paper Series, No 1426, ECB, March 2012. The Sovereign CISS apples the same methodological concept of the CISS.
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Outline

Prologue:
Economic History: A History of Financial Crisese

What Do We Think Financial Stability Is?

What Did Financial Regulation Since 2008
Address?

What Was/Is the Role of Monetary Policy/Central
Banks In All This?

Any Conclusions?
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What Do We Think Financial Stability Is?

Status of Financial System

Financial Stability | YYY YYY | Financial Crisis

= AAbsence of
financial crisisn
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Two Different Financial Crisis Perspectives
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Crisis Causes and Origin: Market Developments Dominate
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Figure 2. A Visual Sense of the Complexity: From Mortgages to Securities

From: Blanchard, 2009
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Source. Adapted from Figure 1.10: Mortgage Market Flows and Risk Exposures, Chapter 1, p. 11, Global
Financial Stability Report, October 2007
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August 2007: Financial Market Turbulence Long Before
Lehman Breakdown
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ECB injects €95bn to help markets
Sourcas: Bloomberg, and ECH.
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The European Central Bank scrambled to head off a potential financial crisis on
From: ECB Monthly Bulletin, October 2010 Thursday by pumping an emergency €94.8bn ($131bn) into the region’s
banking system after liquidity in the interbank market started to dry up,

threatening banks’ access to short-term funds.

The cash injection was the biggest in the ECB'’s history, exceeding the €69bn
provided the day after the terrorist attacks of September 11 2001. The ECB also
made an unprecedented one-day pledge to meet 100 per cent of all funding
requests from financial institutions.
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Financial Institutions: Transmitting Shocks from ONB

Market Turbulence to the Real Economy
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Broad Based EU Crisis Response Since 2008
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EU Legislative Measures: Very Much Focussed on the
Banking System

A | the wake of the financial crisis, more than 40 new pieces of EU legislation were

adopted to restore financial stability and market confidence. i
(European Commission i Fact Sheet, 23. November 2016)

Risk Reduction Measures

- Capital Requirements Regulation

- Single Supervisory Mechanism

- Bank Recovery and Resolution

- Single Resolution Mechanism

- Deposit Guarantee Schemes

- Risk Reduction Measures Package

- Ranking of Unsecured Debt Instruments
- Treatment of Sovereign Exposures

- Measuresto TackleNPL 6 s

Risk Sharing Measures
- European Deposit Insurance Scheme
- Single Resolution Fund Backstop

(European Commission: Note presenting a stock-take of Financial Reforms,
29. November 2017)
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Financial Market Environment: Limited and Specific
Regulatory Initiatives Only
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More information and transparency
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