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We have a formal commitment to introduce a third pillar for the Banking Union. This 

stems from the principle that deposits should be insured at the level where you 

supervise the risk in the banks under your watch. In addition, the experience of the 

crisis shows that there is a need to reinsure national deposit insurance system 

against large, systemic events.   

 

There is a need for some back up for national DGS that experience a shock that is 

systemic at national level, but not at the euro area level. Experience with Spain and 

Ireland has shown that national deposit schemes can become insolvent, that is why 

there is a need to provide insurance against systemic shocks. The reinsurance can 

be financed at European level by national DGSs.  

   

So, we need a system where national DGSs can go on but must take out 

reinsurance against risks that would be too much for them and where their losses 

would be capped. 

 

I would like to stress that, already today, subsidiaries contribute to DGS of the host 

countries. If a large cross border bank fails, the national DGS would have to pay. 

Therefore, in case of a cross-border bank with subsidiaries there already is a 

burden-sharing mechanism. 

 

With regards to the link between risk reduction and risk sharing, I do not believe the 

assumption that first the risk must be reduced and then it can be shared or 

neutralised.  This link is much more complex. The two mechanisms, that of reduction 

and that of sharing, can be seen as reinforcing each other.   They have to be 

addressed through a well-orchestrated, parallel effort. The legal bases for CRR and 

EDIS are the same. You may design contributions to the DIF in such a way that 

geographical portfolio diversification and risk reduction are incentivised.  


