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Dear Sirs, 
  
The high level Expert Group reforming the structure of the Eu banking sector was established because of 
financial crisis, which started as US sub-prime crisis in 2007.  
The summary of the main 5 proposals do not however touch and analyze the most essential reasons to the 
financial crises.  
  
The main reason to all the financial crisis during the last thirty years has been the uncontrolled credit 
expansion originating from the loose monetary policy driven by the central banks. All the crisis could have 
been easily avoided by more restrictive monetary policy compatible with the tempo of growth of the real 
economy. The abundant money supply have led the banks to create their own targets and policies apart from 
the needs of the real economy. Actually there has not been any sound and real  demand of some credits and 
risk investments  manipulated by the banks. These have only served the short term interests of the banks 
without any connection to the economic or social  realities.  
  
Now EU is approaching the financial stability by tightening the regulation which is of course .a good aim. It 
could be however unnecessary provided the the central banks could have a better control over the money 
supply and borrowing. Credit expansions and the market momentum created by the banks could be avoided 
and the existing regulatory framework would prove to be sufficient. 
  
Unfortunately the monetary system in Europe has floated gradually from a market mechanism to a crisis 
economy. This means that the central banks have to supply liquidity by crisis methods and hold the interest 
rate down so that the indebted states and the housing sector could meet their obligations.  
  
In these circumstances where the market mechanism is not genuinely working it is justified to approve 
those five main proposals of the Expert Group led by Mr. Erkki Liikanen has proposed. 
  
with my best regards 
  
Mika Purhonen 
Helsinki, Finland 
  
  


