
Consultation on the Review of the European System of 
Financial Supervision

Meta Informations

Creation date
22-07-2013 

Last update date

User name

Case Number
251007658281320313 

Invitation Ref.

Status
N 

Language
en 

The European Supervisory Authorities (ESAs)

Effectiveness and efficiency of the ESAs in accomplishing their tasks

How do you assess the impact of the creation of the ESAs on the financial system in general
and on (i) financial stability, (ii) the functioning of the internal market, (iii) the quality and 
consistency of supervision, and (iv) consumer and investor protection in particular?
Name: Dr. Franz Rudorfer Organisation: Austrian Federal Economic Chamber - Division Bank and 
Insurance Contact Details: 1040 Vienna, Wiedner Hauptstraße 63, Phone: +43 (0)590 900 3135, E-
Mail: bsbv@wko.at From a European point of view, the creation of the ESAs was necessary in order 
to create a level-playing field for the financial sector. However, it has increased the complexity of 
principles, norms and practices due to an additional layer of supervision. Instead of having one 
single point of contact, financial institutions are confronted with a lot of different authorities which 
are dealing with the same or similar topics on different levels of granularity, sometimes leading to 
inconsistent results.

Do the ESAs’ mandates cover all necessary tasks and powers to contribute to the stability 
and effectiveness of the financial system? Are there elements which should be added or 
removed from the mandate? Please explain?

In your view, do the ESAs face any obstacles in meeting their mandates? If yes, what do you
consider to be the main obstacles? Please explain.

Work towards achieving a single rulebook  - regulatory activities

Do you consider that the technical standards and guidelines/recommendations 
developed by the ESAs have contributed to further harmonise a core set of standards in 
the area of supervision (the single rulebook)? If you have identified shortcomings, 
please specify how these could be addressed.

Starting consultations before the underlying legislation is adopted, is from a legal point of 
view quite problematic. Standards are proposed before the legal basis is adopted, a practice 
that could be in conflict with the rule of law. It remains the risk that standards are elaborated 
which are not in line with underlying legislation, and which may require further adjustments. 
Also, there is a risk of pre-supposing the existence of a mandate which may be deleted in the 
course of the legislative process (e.g. delegated power deleted;). Such an approach carries a 
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risk of indirectly influencing the legislative process. Furthermore, we would like to call on the
ESAs, and in particular to the EBA, to take account of the proportionality clauses in the 
processes of formulating the implementing and regulatory technical standards. If the
authorising legal basis contains a general proportionality clause, it should of course be duly 
translated into more specific proportionality clauses in the draft standards. Even where there 
is no specific reference to proportionality in the legislative act, the ESAs should take into 
account the different business models. As a matter of fact a lot of the European credit 
institutions has not the legal form of joint-stock groups. All standards of ESAs should also take
into account duly the different structure of European banks (e.g. cooperative and savings 
banks).

What is your assessment of the work undertaken by the ESAs as regards providing 
opinions (e.g. technical advice) to the EU institutions?
In view of short-term implementation periods financial institutions are confronted with, we 
would welcome that opinions/advice are provided in a timely manner allowing for an 
adequate preparation.

Common supervisory culture/convergence of supervisory practices

In your view, did the ESAs contribute to promoting a supervisory culture and 
convergence of supervisory practices? If you have identified shortcomings how could 
these be addressed?
Please refer to question 1.1.a. 

Consistent application of EU law

In your view, do the procedures on breaches of EU law (Article 17 ESAs Regulations) 
and binding mediation (Article 19 ESAs Regulations) ensure the consistent application 
of EU law? If you have identified shortcomings how could these be addressed?

Emergency situations

Do you consider the ESAs' role in emergency situations appropriate? Please explain.

Coordination function (Art 31 ESAs Regulations)

Do you think that the coordination role of the ESAs is appropriate? If you have
identified shortcomings, please specify how these could be addressed.

In your experience, to what extent have coordination activities carried out by the ESAs
contributed to promoting a coordinated EU response to adverse market conditions? 
Please explain.

Tasks related to consumer protection and financial activities

How do you assess the role and achievements by the ESAs in the field of consumer 
protection? Please specify the main achievements by each ESA.
Generally speaking, ESAs’ efforts regarding investor/depositor protection are in many cases 
going beyond their initial goals with the consequence that they are - at least partially -
counterproductive. Actually, investors/depositors are faced with many information documents 
or forms what makes it difficult for them to keep a clear picture of their situation and 
eventually overburdens them sometimes.

Are you aware of the warnings that were issued by the ESAs so far? If yes, please 
specify which ones and whether they have contributed to improve consumer protection 
or any other objective of the ESAs.

What are the main strengths and weaknesses of the current framework on consumer 
protection (Article 9 ESAs Regulations) and what would you suggest to address any 
possible shortcomings?
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Direct supervisory powers

How do you assess ESMA’s direct supervisory powers? If you have identified 
shortcomings, please specify how these could be addressed.

How do you assess ESMA’s performance for the registration and supervision of credit
rating agencies (CRAs)?

Do you consider that further responsibilities of direct supervision should be entrusted 
on one or more of the ESAs, particularly with regard to institutions or infrastructures of 
pan-European reach? Please explain.
No. The significant banks in the Member States participating in the SSM will already fall under 
the direct ECB supervision. 

Governance of the  ESAs

General governance issues

Are the governance requirements sufficient to ensure impartiality, objectivity and 
autonomy of the ESAs?
The governance of the ESAs should be designed and maintained with the view of ensuring that 
the voice of the various banking models can be heard. This can be achieved, for example, 
through a better balanced composition of the Banking Stakeholder Group, as well as 
transparency of the establishment and functioning of any EBA internal committee and panels.

How do you assess the accountability requirements? If you have identified
shortcomings, please specify how these could be addressed.

Decision-making bodies and voting modalities

Does the current composition of the Board of Supervisors (BoS) ensure that it acts
efficiently? If you have identified shortcomings, please specify how these could be 
addressed.

Does the composition of the Management Board ensure that the ESAs are run 
effectively and perform the tasks conferred on them? If you have identified
shortcomings, please specify how these could be addressed.

Does the mandate of the Management Board ensure that the ESAs are run effectively 
and perform the tasks conferred on them? If you have identified shortcomings, please 
specify how these could be addressed.

Financing and resources

How do you assess the arrangements on financing and resources? If you have identified
shortcomings, please specify how these could be addressed.
Before the ESAs had been established, financial institutions were dealing with one supervisory 
authority only. Meanwhile, the number of authorities has increased significantly (National 
Supervisor FMA and Central Bank OeNB, EBA, ESMA, and in near future the ECB). In our view, 
at any instance duplication of standards, reporting requirements, stress-testing and other kind 
of work which could eventually pile up and hit credit institutions, must be avoided. Synergies 
between the supervisory authorities need to be used for the sake of cost effectiveness. Should 
any new tasks be assigned to the EBA, appropriate additional funding by the Member States 
should be secured. Additional costs and burdens for credit institutions should be avoided.

Involvement and role of relevant stakeholders

How would you assess the impact of the relevant stakeholder groups within the ESAs on 
the overall work and achievements of the ESAs?
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For instance we do not see whether the BSG has a real chance to impact the processes of 
developing and formulating the draft EBA technical standards. 

Are you satisfied with the quality and timeliness of consultations carried out by the
ESAs?
The formal consultation processes and deadlines are reasonable. However, it is not always 
transparent how the issues are progressing at the level of the relevant EBA committee, Board 
of Supervisors or other internal EBA bodies. It could make sense to initiate a second 
consultation process when main points would be changed by an authority after the first 
consultation. Such a second consultation process would enhance the democratic legitimation 
of a delegated act.

Are you satisfied with the appointment procedures for the stakeholder groups?
It is not clear, for example, why in the selection the following applies: “Regarding entities, a 
general preference should be given to European entities versus national ones, nonetheless, 
and to large cross-border banking groups, with European/International presence, versus 
national ones” [selection procedure note of 17 May 2013, EBA].

In your experience, does the composition of stakeholder groups ensure a sufficiently
balanced representation of stakeholders in the relevant sectors? If not, which areas 
appear to be insufficiently/overly represented?
In our view, not all kinds of providers are directly and balanced represented in the 
stakeholder group and the interests of smaller member states cannot be suitably and
sufficiently enforced sometimes. Please refer to our response to Q 1.2.4.b.

Is the work undertaken by the stakeholder groups sufficiently transparent? Do you see 
areas where the approach towards transparency needs to be revisited?
We would welcome more transparency in this regard. It is sometimes not clear at what stage 
of the process the BSG is being involved in the work of the EBA. 

In your experience, are the ESAs, and in particular the ESAs stakeholder groups,
sufficiently accessible for stakeholders not directly represented in these stakeholder 
groups?
No. We would encourage the ESAs to develop appropriate processes which would allow all 
stakeholders to address their concerns. The following obstacles to achieve an appropriate 
level of accessibility should be addressed: - The publication of the minutes is delayed by 
months. This makes this information irrelevant by the time it is available to stakeholders not 
directly represented in the BSG. - Therefore Industry associations and chambers which would 
naturally provide access to the information to a wide group of stakeholders and could 
efficiently streamline their members’ input, should in our view be granted more participation 
in the EBA’s BSG.

Joint bodies of the ESAs

How do you assess the functioning of the Board of Appeal (BoA)?
If you have identified shortcomings, please specify how these could be addressed.
We are of the opinion that the scope for making an appeal according to Art 60 of regulation 
1093/2010 could be broadened and that every person who is directly or indirectly concerned 
by a standard, a regulation or a decision by the authority may claim that an authority would 
exceed its powers with certain provisions. It happens quite often that it remains unclear if a 
provision in a delegated act is still in the scope of the authorizing legal act. Therefore another 
task of the Board of Appeal could be to supervise that ESAs comply with their assigned 
competences.

What is your assessment of having one joined BoA for all ESAs as compared to a 
dedicated BoA for each ESA respectively? 

How do you assess the functioning of the Joint Committee (JC)?
If you have identified shortcomings, please specify how these could be addressed.

Does the JC ensure cross-sectoral cooperation and consistent approaches between the 
three ESAs? If you have identified shortcomings, please specify how these could be
addressed.
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ESRB

ESRB's mandate and experience

Risk identification and prioritisation

What are your views on the ESRB mandate? If you think it should be amended please 
specify how.

What are your views on the definition of systemic risk, as provided by the ESRB
Regulation? If you think it should be amended, please specify how.

Do you think that the ESRB has developed a sufficiently preventive and forward-looking
approach?  Please comment on the successes and shortcomings and how they could be, 
respectively strengthened or addressed.

What aspects of EU financial stability should be addressed by the ESRB as a priority?

What is your assessment of the ESRB's coordination with other economic or financial 
policy areas or economic governance procedures, for example on macroeconomic 
imbalances?

Please outline and comment on the areas in which the ESRB has been most effective.

Should the ESRB specific mandate be adapted in light of the Single Supervisory 
Mechanism? If yes, how?

Timeliness and appropriateness of warnings and recommendations

What are your views on the powers conferred to the ESRB by the ESRB Regulation (i.e. 
the power to issue warnings and recommendations)? Are they sufficient? Please 
explain.What are your views on the use the ESRB has made of these powers in practice?

What is your assessment of the ESRB's public recommendations in terms of content and
timeliness? What is their impact on the direct addressees, and indirectly on the 
relevant market/market participants? If you identify any potential improvements, 
please specify how these could be delivered.

Did the recommendations adequately address the relevant policy makers in alerting 
them to, and advising them on, the necessary measures for risk mitigation?

Were the recommendations specific enough and did they address the main specific 
risks that could be identified in the period under review? If not, where would you 
identify the shortcomings and how could these be improved?

Implementation of warnings and recommendations

How do you assess the non-binding character of warnings and recommendations? Could
such tools be strengthened? If yes, please specify how.

What is your assessment of the 'act or explain' mechanism chosen by the Regulation? If 
you identify any room for improvement please specify how this could be addressed.
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What impact did public recommendations have on the market or public in general?
Please outline your experience.

Institutional framework and governance of ESRB

General governance issues

Key principles for good governance

Do the regulations provide ESRB with the right structures to follow the good 
governance model in terms of openness, participation, accountability,
effectiveness and coherence and to promote a common supervisory culture? 
Please explain your answer.

Has ESRB contributed to establishing a common macro-prudential policy 
framework and convergence of macro-prudential supervisory practices within EU? 
Please explain your answer.
The ESRB should indicate ESAs the macroprudential consequences of their delegated 
acts. It should analyse standards on its macroprudential impact and should try to adjust 
the different standards. It often remains unclear if the main macroprudential effects of 
certain requirements are scrutinised before they are published.

Has the ESRB acted as an impartial body in the interests of EU as a whole? Please
explain your answer. 

Accountability and transparency

Are the ESRB's accountability and reporting obligations, (including the frequency), 
to the European Parliament and the Council sufficient and transparent enough? If 
not, please explain how they should be improved.

What is your assessment of the nature of these public hearings?

Decision-making bodies and voting arrangements

Voting arrangements for the designation or election of the Chair of 
the ESRB

What are your views on the fact that the President of the ECB is by rule the Chair 
of the ESRB? If you think this rule should be amended, please specify how the 
ESRB Chair should be appointed. For example, should it be defined in the 
Regulation or should she/he be appointed by an EU institution or the ESRB itself?
If by an EU institution, by which one and how?

Do the governance arrangements ensure that the Chair carries out his tasks with 
sufficient independence? If not, please specify where there is room for
improvement and how this could be addressed.

Composition, mandate and functioning of the General Board

What is your assessment of the composition, size and mandate of the General 
Board? If you identify any shortcomings please specify how these could be
addressed. 

What is your assessment of the relative representation of central banks on the 
General Board?
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What is your assessment of the participation of the European Supervisory 
Authorities (EBA, EIOPA, ESMA)?

What is your assessment of the presence of non-voting members at General Board
meetings?

Internal organisation

What is your assessment of the supporting activities of the ECB to the ESRB, 
according to the relevant regulation (Council Regulation 1096/2010)? What are
the key advantages and disadvantages of this set-up? If you identify any room for 
improvement, please specify how this could be addressed.

Access to data

In your view, has the ESRB had adequate access to relevant data and financial information 
for the fulfilment of its mandate?

For the analysis of systemic risk, what is the balance needed between, on the one hand,
data in summary or aggregate form and, on the other hand, firm-specific data?

How do you assess the data access procedures foreseen in the ESRB Regulation? If you
identify any room for improvement, please specify how this could be addressed.

ESRB external relations and communication

Positioning of ESRB as an authoritative policy institution focused on 
monitoring and preventing systemic risks

What is your assessment of ESRB communications?

What is your assessment of the ESRB's reputation as the body responsible for 
identifying and helping to mitigate systemic risk?

Interaction with other international bodies (e.g. G20/FSB)

What is your assessment of the ESRB interactions with the International Monetary Fund 
(IMF); the Financial Stability Board (FSB); the G20 Group; macro-prudential authorities 
in any other relevant non-EU countries? If you identify any room for improvement, 
please specify how this could the addressed.

Cooperation and interaction between the ESAs (micro level) and ESRB (macro
level)

Assessment of market developments

What is your assessment of the past stress test exercises that were initiated and coordinated
by EIOPA and EBA? If you have identified any shortcomings, please specify how these could 
the addressed.

At a technical level, further improvements can be achieved and a short high level list is given 
below. We actively participated in the recent EBA consultation of the stress test methodology and
already provided detailed feedback at this occasion: - Lack of consultation and agreement on used 
methodologies leaving room for interpretation - Pre-alignment on definition of Core Tier 1 should be 
a pre-requisite - Very short deadlines to provide data templates and information or calculate stress 
tests endangering the quality of deliverables - Very complex approach for credit risk (vs. sound 
proxys for other risk types) with limited added value ultimately - Transparency, investor buy-ins and 
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level playing field would probably benefit from using prescriptive PD and LGD shifts per country and 
portfolio provided banks are pre-consulted on these - Securitization and market risk in trading books 
methodologies to be re-discussed

Did the stress tests and EBA’s recapitalization exercise contribute to increase confidence in
the stability of the financial system and increase the resilience of financial institutions? 
Please explain.
There is no doubt that the detailed disclosure of sovereign exposures increased transparency and 
consequently confidence. In spite of the largely commented limits of the stress test exercises per 
se, there is no doubt that this was the first time that such a transparent, consistent and 
comprehensive EU-wide assessment took place.

Aspects of macro-micro interaction

What is your assessment of the cooperation between ESRB and the ESAs?   
In which areas has cooperation been successful? If you identify room for improvement, 
please specify how this could be addressed.

What is your assessment of the ESAs’ follow-up actions on the ESRB recommendations? 
Please explain.

Has ESRB contributed to the work of the ESAs by bringing a macro-prudential perspective 
into micro-prudential activities? If so, please comment on key successes and/or 
shortcomings.

Structure of the ESFS

What is your assessment of the structure of the ESFS?

Does the structure of the ESFS facilitate the identification, monitoring and mitigation of systemic 
risk in the EU financial sector? Please explain.

Do you consider that the ESFS can be further simplified in order to tangibly enhance coherence 
between the ESAs and the ESRB? Please explain and add concrete suggestions, where possible.

Do you consider that the structure of the ESFS, in particular the roles of EBA and ESRB, will need 
to be revisited in light of the establishment of the Single Supervisory Mechanism (SSM) and the 
new role of the ECB within the ESFS? Please explain and add concrete suggestions, where 
possible. How should synergies in terms of supervision within ESFS including ECB be exploited? 
Please explain.   

Upon establishment of the SSM the ECB will build up resources to handle the new tasks it will take on. It 
will develop common supervisory approaches to be used throughout the SSM area. Given the great 
differences in supervisory practices being applied by European countries today, this should simplify the
handling of supervisory issues for banks. But at the same time, the EBA has the task to finalize the Single 
Rulebook as well as the Single Handbook, addressing issues very close to the ECB’s work. The cooperation 
between the ECB and the EBA in this and other respects will be very important to banks and supervisors in 
home and host countries alike. The modalities of cooperation between the ECB and the EBA are not yet
entirely clear. Both authorities will be extensively involved in setting supervisory principles, norms, and 
practices. Consistency and avoiding doublelayers of regulatory/supervisory activities require close 
cooperation and agreement on the division of labor. What should be avoided in any instance are double 
standards, double reporting requirements, double stress-testing and any other kind of double work which 
could eventually pile up and hit credit institutions. Another topic to be addressed is the so-called
“integrated approach” by which many authorities, the Austrian FMA among them, have tackled some 
interrelated issues: Banks are subject to Banking Supervision and Securities Supervision (EBA, ESMA). 
Banking Supervision will be centralized at ECB but securities supervision will stay at national level. At this 
stage it is not clear yet how the collaboration of ECB with national supervisory authorities in the field of
securities regulation will work. Nevertheless it will be a newly created interface not defined yet. Another 
aspect which is still unclear is the layout of a centralized supervision by ECB and decentralized 
supervision by national authorities of financial conglomerates. This will also open up new interfaces
which will have to be defined. Here we do not have definitions and distribution of tasks yet. One of the 
original intentions of the SSM was simplification of the supervisory architecture. Currently we fear that 
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the current discussion somewhat deviates from this goal as we see a huge complexity rising: We see a 
multiplication of interfaces, of decision makers and of communication-flows. Therefore we propose the 
following: - We are of the opinion that ECB should take the voting power and the external representation 
of all participating member states – including the opt-in-countries –, specifically in the colleges as well as 
in the EBA and also in relation to third countries, the national competent authorities should be properly 
informed (e.g. by granting an observer-status). All participating countries – including opt-incountries –
should in exchange be represented appropriately within the SSM. - What should be avoided in any 
instance are double standards, double reporting, double stress-testing and any other kind of double work 
between EBA and ECB. ECB and EBA should act as co-ordinated as possible. We plead for one reporting-
set-up and one stress-testing-set-up. - Existing resources, knowledge and staff should be used to the 
maximum extent. Existing data with one organisation should be used by the other organisation and vice 
versa. - Single point of contact: Especially cross-border-groups need a single point of contact. This should 
be kept in mind when setting up the new supervisory system. What should be avoided is a multiplication 
of interfaces. - ECB should lay a focus on harmonisation of supervisory practices: Currently we see 
deviations from the ideal of harmonisation, e.g. in the field of regulation of variable remuneration. A 
harmonised approach seems to be essential to take the advantages from the SSM. So in conclusion we 
would like to point out that it is clear that the existence of the SSM will influence the functioning of the
ESFS. However, with the SSM not in place for at least another year, and ahead of the ECB Framework 
Regulations, it is difficult at this stage to assess the need to revisit the roles of the EBA. We expect that 
some challenges will probably include coordination between the ECB and the EBA. However the role of 
EBA as on the one hand the “guardian of the single rulebook” but on the other hand according to the SSM 
“an ambassador of the non-participating member states” of the SSM remains unclear and bears the risk of 
incompatibility.

From your experience, do you think that the ESAs and ESRB attract a sufficient number of diverse 
and excellent staff? If not, why not? If you identify room for improvement, please specify how 
this could be addressed.

Miscellanea

Do you have any other comment on the effectiveness and efficiency of the ESAs and ESRB 
within ESFS and on ESFS in general? Please indicate whether the Commission may contact you 
for further details on the information submitted, if required.
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