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* * *

Dear Ladies and Gentlemen, Dear Colleagues and Friends,

On behalf of the Banque de France and of the ACPR, | would first like to thank very much the
speakers and the participants in today’s conference for the quality of their presentations.
Indeed, they helped us to have insightful debates on the ongoing efforts made to prevent
systemic crisis as much as possible, strengthen the global financial system and its resilience
i.e. its capacity to withstand systemic shocks.

As illustrated today, this is not an easy task and the global regulators are facing many
challenges in shooting at a moving target: the financial system not only adapts, but also
transforms itself and anticipates regulatory changes, sometimes constructively, sometimes
less, thereby continuously modifying the sources, the channels and the shape of systemic
risks. Regulation itself can be ill-designed, too narrowly focused or can generate unintended
consequences.

There is no doubt that tremendous efforts have been made in the wake of the financial crisis
to reach our objective of financial stability, providing the policymakers with additional tools to
build-in robustness into the global financial system, increase the loss absorption capacity of
financial institutions and infrastructures, and limit the scope for contagion while new
approaches to prevent systemic risk have been developed, namely macroprudential policies.

However, due to the magnitude of the task, its difficulty and its complexity, global regulators
had to proceed with a sequential approach, starting by the banking system where their know-
how was the best, and expanding gradually a framework to the rest of the financial system in
concentric circles. As a consequence, we are currently facing three challenges that | would like
to focus on: keeping the momentum for reforms, allowing for the diversity and ensuring the
robustness of the global financial system.

1. Keeping the momentum

After such a long and intense conference day, you might already feel a sentiment of regulatory
fatigue! Consequently, you might appreciate the feeling of regulators and financial
intermediaries after more than 8 years of intense regulatory developments and debates! And
yet, the latter are not completed nor their implementation! Banking regulation, which is almost
complete now, will only come into force in 2018-2019, even though it has already been largely
factored in by markets and banking institutions. But regulation is still under development for
the rest of the financial system. Pressures increase from regulated entities, which complain
about regulatory uncertainty, and from policy-makers, who are keen to foster economic
recovery and growth after 8 years of low economic performances almost a lost decade!
Keeping the momentum relates to three objectives:

- complete the regulatory agenda, in particular regarding what is named now as
“market-based finance”, so as to effectively and comprehensively strengthen the
financial system and remove regulatory uncertainty;

- make sure that the regulatory spectrum expands well beyond the sole banking sector
so as to avoid unfair level playing field, regulatory arbitrage and a paradoxical
outcome that is favoring and encouraging those who are still “in the shadows.” On top
of that, keeping pace with the creativity of all players is no small challenge.
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- devoting adequate resources and designing the proper organization of supervision
which needs to be intrusive.

2 Preserving diversity

While the objective of expanding the scope of regulation beyond the banking sector may
require applying similar — though not identical- regulation to similar asset classes or risks,
irrespective of the legal status of the intermediary bearing them, it must also be acknowledged
that business models, accounting frameworks, liability structures, time horizons of decisions
may differ across sectors and entities. In that respect, it can be argued that that “one size does
not necessarily fit all” and that one should preserve and ensure diversity. This is especially the
case in the financial system, where identical behaviors at the same critical moments, possibly
due to identical regulations, may generate endogenous risk and amplification as in Professor
Shin’s Millennium Bridge analogy. This reasoning applies not only to financial intermediaries
but also to financial market infrastructures, where networks effects through interlinked Central
Counterparties might actually amplify shocks. Keeping a systemic eye of financial
intermediaries means that one should not look at them in isolation but rather consider both
how their behaviors can propagate systemic risk in the financial system and how their failure
can disrupt the provision of critical financial services to the real economy.

3. Increasing global robustness

This latter point brings me to the issue of recovery and resolution of both financial
intermediaries and market infrastructures. This is probably the key novelty in the regulatory
framework that is emerging from the crisis. It serves both the objectives of preventing disorderly
resolutions and of being a tool for effective and efficient crisis management. It encompasses
both quantitative requirements, at this stage in the form of additional capital requirements for
systemic banks and more qualitative and strategic plans, designed at the level of systemic
institutions. Discussions are well advanced for banks, still in their beginning for infrastructures,
mostly to come for the others, as long as they will be considered as systemic players. This is
the area where the issues probably are the more complex, having to deal with different legal
and failure regimes, the recognition of foreign resolution authorities and powers and for
regulators and supervisors, the need to strike the right balance between the appropriate degree
of transparency for stakeholders and creditors and of discretion for supervisors, to prevent
runs or self-fulfilling prophecies. This heavy agenda may keep us quite busy for some times,
but it is a cornerstone to our overall objective of preserving global financial stability.

Encompassing all these endeavors, solving the tension between globalization, on the one
hand, and differences between national or area wide regulatory framework, on the other hand
are no small challenge.

A healthy debate between academics, regulators and all sectors of the financial industry — who
are not the least vocal-, is very much needed. | hope that today’s conference has been helpful
in advancing this debate. Beyond debates, availability of data and access to these data by the
various stakeholders will be key for making progress. Last but not least, concentration,
increasing complexity, and the fact that some players are still very much out of the radar screen
— such as hedge funds for instance- should keep everyone on their toes, in particular when
assessing interconnectedness.

| thank you very much for your attention.

2 BIS central bankers’ speeches




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo false

  /PreserveCopyPage false

  /PreserveDICMYKValues true

  /PreserveEPSInfo false

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

    /SymbolMT

    /Wingdings-Regular

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.00000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.00000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 600

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.00000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



