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Financieel Forum Brussel 

03-12-12 

 

Dames en heren, 

Mijnheer de Gouverneur, 

Mr. Ambassador, 

Excellencies, 

Ladies and Gentlemen, 

 

15 september 2008: Lehman Brothers vraagt ‘Chapter 11’-bescherming 

aan.  Met de val van Lehman Brothers krijgt de financiële crisis een 

nieuwe, dramatische dimensie.  In geen tijd brengt de financiële crisis 

financiële instellingen op de rand van de afgrond.  De structurele zwaktes 

van de euro worden al gauw zichtbaar.  De financiële crisis is  een 

economische en een monetaire crisis geworden.  Deze opeenstapeling van 

types crisis is ongezien. 

 

Nous savons tous maintenant comment ces événements se sont déroulés. 

Et pourtant, l'histoire récente de la plus grande crise financière depuis la 

Seconde Guerre mondiale est là pour nous le rappeler. Elle est là pour 

nous rappeler que nous devons éviter le piège de la myopie. Ce qui s'est 

passé hier doit guider les décisions que nous prenons aujourd'hui. Ce qui 

s'est passé hier doit nous rendre plus forts demain. C'est l'idée qui 

imprègne les choix que nous faisons jour après jour. 

 

Ladies and Gentlemen, 

 

My prime focus today is going to be Europe. 
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Since a couple of years, in the global press, Europe has become equal to 

crisis.  A severe blow has been struck at our standing in the world.  Let us 

be frank about this: it will take some time for Europe to recover.  But 

there are good hopes.  This summer has marked a turning point.  It 

hasn’t yet been noticed by all of us, but the signs of a turnaround are 

unmistakably there. 

 

This summer, a confluence of two major events sent a reassuring signal to 

the world.  First, the European Council in June laid the foundations for a 

banking union and a direct recapitalization of troubled banks.  Second, 

the president of the ECB, Mr. Mario Draghi announced that the ECB 

would stand ready for outright monetary transactions; transactions for an 

unlimited buying of government debt.  This action of the ECB has proven 

to be of crucial importance in our dealing with the crisis. 

 

As true as this may be, the action of the ECB was only convincing as it 

was complemented by in depth structural reforms.  Here I’m talking 

about all the legislative initiatives taken under the header ‘economic 

governance’, such as the six pack and the two pack reform. 

 

These European instruments have had a real impact on member states.  

They have made national budgets more reliable and they have stimulated 

economic reform by member states.  Speaking for Belgium, both the 

stricter budgetary oversight and the recommendations for economic 

reform have a significant impact on Belgian political discussions.  These 

new European instruments have been useful sticks and carrots to 

convince those left in government who still had to be convinced of the 

need for reform. 
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Yes, in Belgium, we have to stick to a fiscal path towards a budget in 

balance in 2015.  By doing this, as a country, we have again gained trust.  

The interest we pay on 10-year bonds has fallen from the dramatic 5.8% 

rate to a historically low 2.2%.  The spread with Germany has fallen by 

75%, from 366 percentage points to less than 80.  The spread with France 

is about to disappear.  This is unseen. 

 

Yes, in Belgium, we needed labor market reforms.  And yes, we need to 

move step by step to a shift in taxation, away from labor towards other 

forms of revenues and environmentally harmful behavior.  This is what 

Europe urged us to do, and we have acted upon it. 

 

This government has enacted a pension scheme reform that pushes back 

the effective retirement age by 2 years. Unemployment benefits have 

been made degressive: they are now decreasing in time.  The 1996 wage 

restraint law will be strengthened and be made more effective, and a 

number of important first steps have been made in reducing social 

charges.  The job isn’t finished yet, but it cannot be denied that major 

structural reforms have been put on the rails.  Important reforms that for a 

long time were considered politically impossible. 

 

 

In terms of economic governance and fiscal discipline, Europe has made 

huge progress.  In fact, in the 20 years since the Maastricht Treaty was 

signed in 1992, more progress has been made the last 2 years than in the 

18 years before.  For a decade, Europe was busy revamping its 

institutions, all of which finally led to the Lisbon Treaty.  These changes 

were needed to keep an ever expanding Union workable, but they took 
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the political attention away from the need for in depth economic and 

structural reform.  It might not have escaped some of you that the 

similarities between Belgium and the EU are striking… 

 

Of course, a period of sustained economic growth contributed to making 

us blind for the needed reforms.  All of that changed dramatically when 

the financial crisis broke out.  Swiftly, new instruments for economic and 

fiscal oversight were approved: the European semester, the six pack, the 

two pack, the Euro plus pact and the Fiscal Compact. 

 

These instruments will be further streamlined and strengthened.  The end 

goal should be a genuine economic and political union.  Let me be firm 

on this.  A true economic union is the only thing that works for an 

internal market with a common currency.  An economic union is not a 

mere act of faith, it is a necessary next step; it is a matter of good policy.  

I am confident that the road map that Mr. Van Rompuy and Mr. Barroso 

have laid out, will eventually make us perfect our union, much sooner 

than we ever would have expected.  As a remarkable president on the 

other side of the pond recently put it: ‘The best is yet to come’. 

 

Here is one thing I want to bet on: In 5 years, say, in 2017, we will look 

back on all this, and we will be able to say: 

 

We have transformed Europe. 

 

Yes, there are those who always repeat that Europe is time and again 

acting too little, too late. 

 

Yes, there are those who’d rather see Europe fail. 
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But I dare to think that in 5 years, we Europeans will stand ahead of 

others.  Already now, we’ve slashed the average deficit in the euro zone 

by two percentage points.  Total gross domestic debt in terms of GDP is 

lower in the euro zone than in the U.S., let alone Japan.  Our trade 

balance is in better shape than in the U.S. 

 

Sure, there is no room for complacency.  Yes, the road ahead is long, and 

plenty of obstacles.  But none of them is insurmountable.  Europe will 

come out stronger. 

 

This is for economic and fiscal reform.  Another important field of action 

is that of financial reform.  This is my main topic for today.  Obviously, 

both economic and financial reform cannot be seen in isolation from each 

other.  Financial stability and fiscal sustainability are interconnected.  In 

an economically and financially integrated Europe with transnational 

financial institutions, there is no such a thing as national financial 

stability.  There is European financial stability, or there is no financial 

stability.  As long as the appropriate European regulatory provisions are 

missing, there can be no true promise of financial stability. 

 

We’ve come to learn this the hard way.  Whatever we undertake in the 

field of financial regulation, we shall not forget what happened in 2008 

and the years after.  Historical shortsightedness is our greatest enemy. 

 

Let us trace back the road we chose in the aftermath of the financial 

crisis.  The road we took is similar to the one we took in the field of 

economic and fiscal governance. 
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A first leap forward dates back to 2010 – under the Belgian presidency 

indeed.  New institutions for financial supervision were created, such as 

the European Securities and Markets Authority and the European 

Banking Authority.  A new and necessary regulatory regime for hedge 

funds and private equity firms was approved. 

 

After this first wave, we’re now in the midst of a second wave of 

financial supervision.  Just like in the field of economic and fiscal 

oversight, where we are moving towards an economic union, we are 

moving in this field to a banking union. 

 

What is this banking union about? 

 

Broadly speaking, two things. 

 

One: a common financial supervision mechanism, and second: a common 

resolution scheme for banks going bust. 

 

In the first field - financial supervision - we are making good progress.  

As a matter of fact, the so-called ‘single supervisory mechanism’ is on 

the agenda of the Ecofin Council tomorrow.  The deadline for a political 

agreement on this matter, as per request of the Heads of State and 

Government, is the end of this year.  I will continue to insist that we meet 

this deadline to reach an agreement on how to proceed.  Granted, the 

implementation of the agreement will stretch into next year, but the 

crucial element is to have the political agreement before year’s end. 

 

What are the issues that require discussion tomorrow?  2 main questions 

remain: 
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The first question relates to a matter of demarcation.  Which banks need 

to fall within the orbit of a European supervisor?  The few dozen 

systemic banks and those benefiting from European financial aid?  The 

big ones and not the small ones?  What about those that do not need to be 

primarily supervised by a European supervisor?  Is national supervision 

on the basis of common criteria the most appropriate form of supervision 

here? 

 

The second question relates to what is called ‘the ins and the outs’.   

What about those countries not member of the euro zone who want and 

need to be part of this?  What should their role be in the supervisory 

decision making process? 

 

These are the main questions that remain.  They must be overcome.  

 

More work remains on the second prong of the banking union, namely a 

common resolution scheme for banks going bust.  I believe we need to 

make a huge step forward here as well.  For those banks that are truly 

transnational, Europe needs to be the prime supervisor, in good and bad 

days.  A common resolution scheme is the only way to break the vicious 

circle of bank debt turning into government debt.  For sure, a common 

resolution system needs to complement European financial supervision.  

A common resolution scheme only would amount to no more than 

outsourcing the negative consequences of insufficient national 

supervision.  A resolution scheme is the necessary end point of a life long 

cycle of European supervision in the life of transnational banks.  It is one 

of the major challenges we have to tackle in the year to come, together 

with a European deposit insurance scheme. 
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I’ve been talking a lot about rules now; and I can see some of you 

frowning and thinking: ‘Aren’t there negative side effects of prudential 

oversight?’ 

 

Admittedly, regulation is always a matter of finding the right balance.  

There are some possible negative side effects of financial regulation. 

 

One possible side effect: doesn’t prudential regulation prevent 

competition between financial institutions?  There is an interesting paper 

from the Bocconi University in Milan that suggests that so far, stronger 

prudential oversight has not stood in the way of competition in the past. 

 

Second, and maybe more of a real concern: Doesn’t too much regulation 

prevent banks from playing the role they are supposed to play, which is to 

be lenders to the real economy?  

 

The culture of fear 

 

That is precisely why I gathered consensus in the Ecofin Council around 

a Basel III amendment that gives less weight to export credit loans in 

calculating bank liquidity ratios.  In a country with an open economy like 

Belgium, export is a driving force behind economic recovery.  The 

rationale behind this amendment is the need to preserve our export 

capacity. 

 

We should indeed be aware that financial institutions are operating in a 

difficult environment.  An environment where capital and liquidity 

standards have been rendered stricter by the Basel III requirements.  An 



 9 

environment where bank bashing is widespread.  I’m aware of this.  That 

is why I see it as my task as a government minister to be the advocate of 

smart and workable regulation.  Yes, we should learn from the past.  But 

we shouldn’t succumb to a base instinct of finger pointing. 

 

How do I apply this line of sensible regulation in the issues at stake?  

Let me run through some hot items. 

 

One: the Liikanen report.  Should we protect deposits from risky trading 

activities?  Of course. But this does not imply that the only option is to 

split retail banking and investment banking. There is a sensible middle 

ground I am convinced this government will follow.  On the basis of the 

viewpoint of the European Commission, we will work on a limited 

separation of trading activities from deposits. 

 

Two.  One of the particular Belgian financial strengths is our strong 

presence of Central Securities Depositories.  Given their particular 

balance structure, it is crucial that we adapted the resolution levy for 

banks such that Central Securities Depositories are not disproportionately 

taxed. 

 

Third.  What about a European financial transaction tax?  Yes, this is a 

good thing to have, both from a financial stability and a moral viewpoint.  

We cannot stand on the side.  But we will have to be careful when 

crafting the modalities.  Belgium cannot be put at a disadvantage. 

 

As you see, a lot of things are happening on the regulatory battlefield.  A 

lot of measures to modernize the Belgian financial sector have already 

been taken since this government took office, such as for example the 
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transposition of the UCITs Directive and the e-money-directive, the new 

regime on covered bonds and the regulatory update of cooperative 

banking. 

 

The financial sector is in transition, and as regulators, we need to monitor 

this transition, in cooperation with the financial sector.  However 

turbulent the times are we live in, as men and women in politics, we need 

to ensure that this transition be as orderly as possible. 

 

That is our homework.  This is the challenge we’re responding to, in 

order for us to be able to say in a couple of years from now: ‘Yes, we 

have learnt from the financial crisis.’ 

 

But when the dust settles, we’ll have to do something else.  We’ll have to 

think about the future of finance in Belgium.  More than in many other 

countries in Europe, the financial landscape in Belgium has suffered a 

severe blow.  As a government, we stood ready to bail out failing 

systemic banks.  We have prevented the financial system in Belgium and 

in Europe at large from sudden collapse. 

 

We’ve done this.  But we are now at the dawn of a new chapter.  How to 

ensure the future of financial institutions in Belgium?  What are the 

strengths that we need to protect and further emphasize?  In short, how 

can we ensure that Brussels and Belgium can play a role in the league of 

global financial centers?  More than 100.000 people work in the financial 

sector in Belgium.  We shouldn’t take this question lightly. 

 

That is why I’m announcing here today that I want to set up a dialogue 

with the financial sector and other relevant stakeholders on the future of 
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finance in Belgium.  This should take place at the beginning of next year 

and will take into account the ideas of Febelfin on this issue.  Now has 

come the time to take things further. 

 

Ladies and Gentlemen, 

 

As a post-crisis Minister of Finance, what I’m doing day after day, 

amounts to no more and no less than restoring confidence.  Restoring 

confidence in the capacity of this country to stabilize its budget and to 

reform its economy.  Restoring confidence in a recovering financial 

sector. 

 

I’m confident that this will prove to be the right track. 

 

Thank you. 

 


