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Abstract 

The European Banking Union (EBU) has progressed since June 2012, when the 

European Commission first published a plan for the construction of the EBU. As of 2018, 

the Single Supervisory Mechanism (SSM) is in its fourth year and the Single Resolution 

Mechanism (SRM) has been a full-fledged system since January 2016. Even though the 

European Deposit Insurance Scheme (EDIS), the last pillar of the EBU, is under 

construction, the EBU has progressed while facing plenty of criticism. In other words, 

the requirements of the EBU are overwhelming the costs and burden of the single 

supervisory and regulatory legislation. 

   This paper discusses the EBU through the analysis of its political economy and 

institutions. We shed light on the development of the SRM and the prospect of the EDIS. 

The SRM has not had enough experience yet, however, the Single Resolution Board 

(SRB) plays a key role for bank resolutions and even for harmonization of deposit 

guarantee schemes in the EU. As for the EDIS, we need to analyze the feasibility of the 

common deposit guarantee system from the initial demand after the Global Financial 

Crisis and the implication of deposit protection as the ‘ex-ante’ crisis management. 

   Another aspect is the comparative analysis between the EDIS and Federal Deposit 

Insurance Corporation (FDIC) in the US. The FDIC has experienced plenty of banking 

crises and resolutions since its establishment in 1933. The FDIC embraces both the 

resolution and the deposit guarantee scheme. We need to research on transatlantic 

viewpoints for global harmonization on bank resolutions and deposit guarantee schemes. 
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1. Introduction3 

The prudential regulation is one of the most indispensable political fields of 

authorities all over the world. The prudential policies were originally based on the 

national methods to govern the financial markets and financial institutions in tune with 

the individual national financial system. However, after the Global Financial Crisis, 

there are some challenges to harmonize these fragmented regulatory policies to adhere 

with the regulations implemented by the Basel Committee on Banking Supervision 

(BCBS) and the Financial Stability Board (FSB). 

Regarding the Eurozone, the EBU has progressed since June 2012 when the 

European Commission first published a plan for the solution of the European sovereign 

and banking crises. The plan was originally stemmed from the ‘de Larosière Report’ in 

February 2009. On the one hand, the report originally included all the EU member states, 

but the EBU becomes a core harmonization mechanism for the 19 Eurozone member 

states based on the report. As of 2018, the SSM has worked over three years in Frankfurt 

and the SRM has started since January 2015 and has been operating as a full-fledged 

system since January 2016 in Brussels. Although the last pillar of the EBU, the EDIS is 

under construction, the EBU has been facing some criticism. We can see the visible 

progress on the unveiled proposal of the European Monetary Fund (EMF) in December 

2017 for the boosting a back-stop of the SRM. In other words, the requirements of the 

EBU are overwhelming the costs and burden of the single supervisory and regulatory 

legislation.  

   The following is the research review on the selected books. In terms of the research 

on the EBU through a comprehensive approach, Busch and Ferrarini (2015)4 analyzed 

the EBU in view of the legal and institutional methodology, including the SSM, SRM, 

 
3 This research is supported by JSPS KAKENHI Grant Number 17K03834. I greatly 

appreciate for the following experts who kindly provided me with informative occasion 

to discuss the EU’s prudential policy and historical aspects: Mr. Forrest Capie 

(Emeritus Professor, Bayes Business School), Mr. Joachim Eule (ECB, Division EU 

Institutions & Fora), Mr. Alessandro Giovannini (ECB, Economist, Division EU 

Institutions & Fora), Mr. Charles Goodhart (Emeritus Professor, LSE), Mr. Malte 

Jahning (ECB, Economist, Division EU institutions & Fora), Mr. Jonathan Overett 

Somnier (EBA, Head of Legal Department), Ms. Agnieszka Trzcinska (ECB, Economist, 

Division EU Institutions & Fora), and Ms. Isabelle Vaillant (EBA, Director of 

Prudential Regulation and Supervisory Policy). 
4 Busch, D. and G. Ferrarini (eds.) (2015), European Banking Union, Oxford 

University Press. This is one of the truly prominent research books to be analyzed in 

detail and precisely based on the international financial law. 
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and CoCo Bonds. Castañeda, Mayes and Wood (2016)5 sheds light on various discussion 

points such as the Lender of Last Resort (LOLR) and the US’ perspective. In addition, 

Hinojosa-Martínez and Beneyto (2015) 6  shows broader perspectives, including the 

European Banking Authority (EBA), Deposit Guarantee Scheme (DGS), as well as a soft 

approach adopted by the international standard setting bodies (SSBs). Regarding 

political economic analysis, we can refer the recent publication by Howarth and Quaglia 

(2016)7, who analyzed the EBU by focusing on the national identical aspect of diversified 

banking systems in the Eurozone. 

   This paper studies the EBU through political economy and institutional analysis. We 

shed light on the development of the SRM and the prospect of the EDIS. The SRM has 

not had enough experience yet, however, the SRB plays the key role for bank resolutions 

and even for the harmonization of deposit guarantee schemes in the EU. As for the EDIS, 

we need to analyze the feasibility of the common deposit guarantee system from the 

initial demand after the Global Financial Crisis and the implication of deposit protection 

as the ‘ex-ante’ crisis management. 

   Another aspect is the comparative analysis between the EDIS and the FDIC in the 

US. The FDIC has experienced plenty of banking crises and resolutions since its 

establishment in 1933. The FDIC mandates both the bank resolution and deposit 

guarantee scheme. We need to research on transatlantic viewpoints, and show the 

implications for global harmonization on bank resolutions and deposit guarantee 

schemes. 

 

2. Bank Resolution in the Single Resolution Mechanism (SRM) 

 2.1 Objectives of the SRM 

   First, we have to confirm the place of the SRM as seen below. Figure 1 shows how 

we can grasp the role of the SRM in the design on the framework of the European 

Banking Union (EBU). 

 

 

 
5 Castañeda, J.E., Mayes, D.G. and G. Wood (eds.) (2016), European Banking Union: 
Prospects and challenges, Routledge. 
6 Hinojosa-Martínez, L. M. and J. M. Beneyto (eds.) (2015), European Banking Union: 
The New Regime, International Banking and Financial Law Series, Wolters Kluwer. 
7 Howarth, D. and L. Quaglia (2016), The Political Economy of European Banking 
Union, Oxford University Press. 
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Figure 1: Full Design of the EBU. 

Source: Author’s. 

 

   The SRM was set up in January 2015, and it went under a re-set up in January 

2016. The fundamental legislation framework is the Regulation (EU) No 806/2014 of 

the European Parliament and of the Council of 15 July 2014, which we refer to as the 

SRM Regulation8. Originally, the regulation was stemmed from the Bank Recovery and 

Resolution Directive (BRRD), namely, Directive 2014/59/EU of the European 

Parliament and of the Council of 15 May 20149. Dombret and Kenadjian (2013) 

analyzes the BRRD through a comprehensive approach and focuses the assessment of 

the solution for ‘too big to fail’ issues10. 

  As we can see currently, the EBU consists of three pillars: (1) SSM, (2) SRM, and (3) 

 
8 Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 

July 2014 establishing uniform rules and a uniform procedure for the resolution of 

credit institutions and certain investment firms in the framework of a Single 

Resolution Mechanism and a Single Resolution Fund and amending Regulation (EU) 

No 1093/2010. 
9 Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 

establishing a framework for the recovery and resolution of credit institutions and 

investment firms and amending Council Directive 82/891/EEC, and Directives 

2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 

2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 

648/2012, of the European Parliament and of the Council.  
10 Dombret, A. and P. S. Kenadjian (eds.) (2013), The Bank Recovery and Resolution 
Directive: Europe’s Solution for “Too Big To Fail”?, De Gruyter. 
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EDIS. The SSM has started since November 2014 based on the European Central Bank 

(ECB) in Frankfurt. In the mandates of the EBU, the SSM is the most ordinary, 

difficult, and significant ex-ante institution in terms of prevention of the systemic 

crisis. On its fourth year in 2018, the SSM faced the inevitable issues such as reduction 

of the non-performing loans and enhancement of the profitability of the banking sector 

in the Eurozone. The cooperation between the ECB and the National Competent 

Authorities (NCAs) has been necessary to share the supervisory information of 

approximately 120 significant institutions (SIs). Although the SIs in the Eurozone are 

supervised directly by the ECB, the other less significant institutions (LSIs) in the 

Eurozone are primarily supervised by the NCAs. The systemic risk crises were not 

necessarily due to the collapse of the SIs, so the management of the LSIs is also 

important to prevent the contagion of financial crises. 

 

 2.2 BRRD 

   After the Global Financial Crisis and the Eurozone sovereign debt crisis, the 

Eurozone faced the persistent connection between the bank and sovereign crises. In 

terms of the banking crisis, the banking sector in the EU faced severe damage on the 

balance sheet (B/S) through the loss caused by the subprime mortgage shock. The weak 

state of the B/S became exacerbated by the holding of sovereign bonds of countries 

which have fragile budgets. When it came to the sovereign debt trigger by the Greek 

authority, the GIIPS (Greece, Ireland, Italy, Portugal and Spain) countries suffered 

from the abrupt increase of the long-term interest rates. 

   Therefore, the ECB had to keep an eye on the artificial non-standard measure of 

monetary policy in tune with the continuous deflation. At the same time, the 

strengthening of a sound banking system in the Eurozone became imperative. In 

particular, how to cut or weaken the relation between the banking and sovereign crises 

was an indispensable agenda. 

   The BRRD, namely, Directive 2014/59/EU was aimed to establish a common 

methodical procedure for the recovery and resolution of failing or likely to fail banks in 

the EU. To be succinct, to de-link the connection between the two abovementioned 

crises, it is important to avert from the use of taxpayers’ money. Although it is not easy 

to obviate such a financial crisis in the future of a globalized and liberalized world 

because of the free movement of capital, it has become of significant importance to find 

a harmonious treatment for the failing and the nearly failing banks. 

   The recital (1) of the BRRD says, ‘…there is a significant lack of adequate tools at 

Union level to deal effectively with unsound or failing credit institutions and 
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investment firms. Such tools are needed, in particular, to prevent insolvency or, when 

insolvency occurs, to minimize negative repercussions by preserving the systemically 

important functions of the institution concerned.11’ That means we need to unite the 

orderly resolution and methodical recovery measures in the EU level to prevent 

systemic risk crisis in the future. 

 

 2.3 Bail-ins or Bail-outs 

   In terms of the resolution measures, the Regulation (EU) No 806/2014, namely, the 

SRM Regulation (SRMR), stipulates the four tools, namely: (1) sale of business tool, (2) 

bridge institution tool, (3) asset separation tool, and (4) bail-in tool.  

   According to the definitions by the Article 3 of the SRMR, (1) the sale of business 

means a transfer by a resolution authority of instruments of ‘ownership’ issued by an 

institution under resolution, or assets, rights or liabilities of the institution to a 

‘purchaser.’ On the other hand, (3) asset separation tool means a transfer of assets, 

rights or liabilities of an institution under resolution to an ‘asset management vehicle.’  

(2) Bridge institution tool means transferring instruments of ownership issued by an 

institution under resolution, or assets, rights or liabilities of the institution to a ‘bridge 

institution,’ while on the contrary, (4) bail-in tool means effecting the ‘exercise of the 

write-down and conversion powers’ in relation to liabilities of an institution under 

resolution12. 

 

 

 

 

 

 

 

 

 

Figure 2: Advantages and Disadvantages on the Bail-in. 

Source: Author’s and by the grace of the discussion with Professor Charles Goodhart.  

 

 
11 Directive 2014/59/EU of the European Parliament and of the Council of 15 May 

2014, Recital (1). 
12 Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 

July 2014, Article 3 (30), (31), (32) and (33). 

Advantages of the bail-in 

1. The bail-in approach can delink 

between sovereign and bank 

crises. 

2. It can prevent moral hazard in 

terms of self-decipline. 

Disadvantages of the bail-in 

1. It cannot deal with the crisis 

swiftly and sufficiently. 

2. The Single Resolution Fund 

(SRF) would limit the amount 

of fund at the beginning time. 
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Figure 3: Advantages and Disadvantages on the Bail-out. 

Source: Author’s and by the grace of the discussion with Professor Charles Goodhart. 

 

   Figure 2 and 3 are the comparisons on advantages and disadvantages of the bail-in 

and bail-out, respectively. The previous trend to cope with the financial crises in terms 

of bank rescue is the bail-out that authorities can use their own public money. 

However, as aftermath of the Global Financial Crisis, the trend has been transferring 

from the bail-out to bail-in so as not to rely on the taxpayers’ money. Therefore, the 

SRMR stipulates the bail-in approach to put in forth as we mentioned before for the 

bank resolution. The bail-in approach is in line with the international direction by 

using private funds to rescue banks. 

 

2.4 SRB as the key institution 

   The SRB is the indispensable institution of the SRM. The headquarters is located in 

Brussels apart from the ECB in Frankfurt. However, these substantial institutions 

play crucial roles in the field of single banking supervision and resolution. In addition, 

the SRM commands the SRF, which is an important tool to deal with resolution. Coping 

with the SRF is based on the Intergovernmental Agreement (IGAs). 

   The SRB also mandates to deal with group treatment. Originally, the BRRD refers 

to Article 18 on powers to address or remove impediments to resolvability. The BRRD 

says ‘the group-level resolution authority together with the resolution authorities of 

subsidiaries, after consulting the supervisory college and the resolution authorities of 

the jurisdictions in which significant branches are located insofar as is relevant to the 

significant branch, shall consider the assessment required by Article 16 within the 

Advantages of the bail-out 

1. The bail-out approach can 

respond crisis quickly and 

provide financial market for 

confidence. 

2. After the bail-out, the failing 

institution could recover and 

reimburse the public money. 

Disadvantages of the bail-out 

1. It cannot prevent the taxpayers’ 

money from rescue to the failing 

private institutions. 

2. The global trend of international 

standard setting bodies is to 

obviate using public funds. 
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resolution college.13’ This means that to cope with the group-level resolution, the 

relevant resolution authorities of the EU member states should cooperate with one 

another through the supervisory and resolution colleges. Regarding this, the EBA plays 

a significant role because the EBA manages the EU member states’ authorities 

including non-participants of the SRM. To mediate the supervisory and resolution 

colleges is an indispensable role to harmonize the group-level resolution and to 

consider the resolvability of the failing or failing-like groups. On the assessment of 

resolvability for groups, the BRRD refers to Article 16. It says member states shall 

ensure that relevant resolution authorities assess the extent to which groups are 

resolvable without the assumption of three conditions such as any extraordinary public 

financial support, any central bank emergency liquidity assistance and any central 

bank liquidity assistance provided under non-standard collateralisation, tenor and 

interest rate terms14.   

In terms of the group business, the SRB needs to cooperate with the EBA. As Article 

27 (16) of the SRMR stipulates that ‘the Board shall communicate the group business 

reorganization plan to EBA.15’ To sum up, we need to recognize the two points: (1) the 

effective application of the resolution tools and (2) the exercise of the resolution 

powers16. The former is important to apply the four resolution tools appropriately both 

for single institutions and group entities. The latter is essential in ascertaining 

whether the SRB exercises its power effectively. The pressing issue for the SRB is to 

develop its mandates and management measures in the near future. Therefore, the 

SRB’s program for the succeeding three years planning is important to proceed with its 

resolution policy and to improve its practical functions17. 

 

3. European Deposit Insurance Scheme (EDIS) 

 3.1 Objectives of the EDIS 

   One of the lessons after the Global Financial Crisis was how to cope with the 

different schemes of the deposit guarantee system in the EU and Eurozone. Historical 

experience always shows the phenomenon of the ‘bank run’ which means that people 

 
13  Article 18 (1) Directive 2014/59/EU on the powers to address or remove 

impediments to resolvability: group treatment. 
14 This sentence was summarized by the author. The Article 16 (1) Directive 

2014/59/EU elucidates these excluding conditions precisely. 
15 Article 27 (16) Regulation (EU) No 806/2014 which deals with the bail-in tool. 
16 These are phrases used in the Article 18 (2) Directive 2014/59/EU.  
17 We can see its concrete program by Single Resolution Board (2017), SRB Multi-
Annual Planning and Work Programme 2018. 



9 

 

tend to rush to the deposit-taking banks to draw their cash from their accounts to 

secure the assets in the time of crisis.  

   During the Eurozone crisis, the deposit flight happened from the countries which 

have low standard protection for deposits to the countries which cover high degree of 

the deposits. This is a rational behavior for depositors to protect their cash as their 

highest-liquidity asset. However, the abrupt drawing of deposits on a huge scale must 

affect the banks that are faced to stop ordinary operations including the customers’ 

settlement. 

   Deposit protection is an indispensable function of the bank as a deposit-taking 

institution. Therefore, the banking act in each country is indeed an essential legal 

framework to secure the banking sector from the securities and insurance sectors. 

Although the European banking system adopted the universal banking system in 

which the banking sector embraces the securities and investment fields, it is important 

to separate the deposit-taking institutions’ presence from other operational fields. 

Namely, deposit-taking banks are responsible in securing their clients’ deposits that 

are necessary to spend on basic needs. Banks originally have a high level of publicity. 

  

 

 

 

 

 

 

 

    

 

 

 

Figure 4: Original Planning of the EDIS by Step to Step Approach. 

Source: Author’s based on Directive 2014/49/EU recital (4). 

 

3.2 German opposition 

   Germany is certainly one of the most important countries to construct the Economic 

and Monetary Union (EMU) in the Europe. In terms of French-German relationship, 

Germany is the primary leading country in the aspects of sound and robust economy 

endorsed by discreet economic policy. Its feature is, to be concise, the disinflationary 

2017 

Re-insurance 

phase 

2020 

Co-insurance 

phase 

2024 

Full insurance 

phase 

For growing integration in the internal market 

(1) To merge the DGSs of different Member States 

(2) To create separate cross-border schemes on a voluntary basis 
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policy in the course of 1980s; therefore, the other member states participating the 

European Monetary System (EMS) had to follow the German’s prudent style of policy 

to stabilize the economy with low long-term interest rate, strong exchange rate policy, 

stable price indication, and sound budgetary policy. 

   However, regarding the EBU, especially, for creating the common deposit guarantee 

scheme which is the EDIS, Germany has stayed discreet in implementing it so far. The 

Deutsche Bundesbank published an article titled ‘Further steps towards integration 

necessary prior to European deposit insurance scheme’ in December 2015. Even though 

the proposal of the EDIS was unveiled and scheduled as Figure 4 divided three phrases 

into the re-insurance period in 2017, co-insurance period in 2020, and full insurance 

period in 2024 to transform from national deposit guarantee to the EDIS, German 

insists the EDIS is premature. The Bundesbank’s opposition is based on the 

importance of banks’ de-risking in advance. It keeps an eye on the risk of sovereign 

default and its negative affect on bank balance sheet by holding sovereign bonds, and 

the crisis has a risk of contagion swiftly. 

   Bundesbank (2015) said, ‘…a sovereign default would drag the sovereign’s banks 

into the crisis and thus communitise, through the European deposit insurance scheme, 

the economic default. Ultimately, there would be a danger that, indirectly via this 

contagion channel, the deposit protection scheme would be left to foot the bill for the 

sovereign debt of other countries.18’ 

   The Bundesbank’s critique was focused on the fundamental responsibility of self-

discipline, especially stable fiscal policy. It stressed that sovereign debt held by banks 

has far been exempt from capital requirements19. Namely, sovereign debt holding is so 

much different from other securities such as corporate bonds and other kinds of bonds 

and stocks.     

   However, if the regulation for holding of the governments’ bonds is implemented 

and the methods of assessment of holding them is changed, the EDIS would become 

clearly effective regarding to this point. 

   The EDIS was stemmed from the Directive 2014/49/EU. In its recital (14), the key 

task of a DGS is to protect depositors against the consequences of the insolvency of a 

credit institution20. Therefore, the coverage level was set at 100,000 EUR as an 

 
18 Deutsche Bundesbank (2015), Further steps towards integration necessary prior to 
European deposit insurance scheme, 22 December. 
19 Ibid. 
20 Directive 2014/49/EU of the European Parliament and of the Council of 16 April 

2014 on deposit guarantee schemes, recital (14). 
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aftermath of the global financial crisis2122. The concept of ‘risk-sharing’ needs to be kept 

along the lines of the soundness and robustness of individual significant financial 

institution in view of its balance sheet. 

   Therefore, the EDIS should be established with effective unification of the banking 

supervision, in a nutshell, the strong and pertinent SSM’s functions. 

 

 

Table 1: Key indicators of Banking Sector in supervised significant institutions (SIs).  

Source: ECB Banking Supervision, Supervisory Banking Statistics. 

 

   To sum up this chapter, we can see the background indicators of the significant 

institutions as banking sector supervised directly by the ECB. Table 1 shows the 

capital ratios, return on equity, return on assets and non-performing loans ratio. The 

table indicates, to be succinct, the improvement of the condition clearly on the 

significant institutions from Q3 in 2016 to Q3 in 2017. During the period, the CET 1 

ratio improved from 13.69% to 14.32%, Tier 1 ratio increased from 14.57% to 15.32%. 

And the return on equity increased from 5.40% to 7.03%. On the other hand, the non-

 
21 Originally, the Directive 2009/14/EC stipulated the increase of coverage from 20,000 

EUR set by Directive 94/19/EC to 100,000 EUR by 31 December 2010. Recital (3) of the 

Directive 2009/14/EC of the European Parliament and of the Council of 11 March 2009 

amending Directive 94/19/EC on deposit-guarantee schemes as regards the coverage 

level and the payout delay. 
22 Directive 2014/49/EU recital (21) explains the reasons of the harmonized coverage 

standard at 100,000 EUR. They are not to leave too great a proportion of deposits 

without protection in the interests both of consumer protection and of the stability of 

the financial system and to consider the funding costs. 

Key Indicators of Banking Sector (Q3 2016 - Q3 2017; %)

Q3 2016 Q4 2016 Q1 2017 Q2 2017 Q3 2017

CET 1 ratio 13.69 13.77 13.74 13.88 14.32

Tier 1 ratio 14.57 14.71 14.75 14.88 15.32

Total capital ratio 17.18 17.29 17.44 17.56 17.98

Return on equity 5.40 3.22 7.06 7.08 7.03

Return on assets 0.34 0.21 0.46 0.46 0.47

Non-performing loans ratio 6.49 6.15 5.90 5.48 5.15

Note: Cut-off date: 31 December 2017

Original Source: ECB

Source: ECB Banking Supervision, Supervisory Banking Statistics .
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performing loans ratio decreased from 6.49% to 5.15%. The good condition of the 

significant institutions could be a strong advantage for the making progress on the 

harmonization of banking supervision and deposit insurance scheme. 

 

4. Federal Deposit Insurance Corporation (FDIC) 

 4.1 Missions and Objectives of the FDIC 

 

Figure 5: The Overall Frameworks of the EBU and the US Supervision, Regulation, 

and Deposit Insurance Schemes. 

Source: Author’s. 

 

   Figure 5 shows the picture on the comparative framework between the EBU and 

the US banking supervision and resolution, including the deposit guarantee scheme. As 

we can see on the left side of the framework, the SSM and SRM were established, 

however, the EDIS is under construction as mentioned above. If it takes some time to 

implement the EDIS, the resolution and the deposit guarantee scheme are still 

separated. The separation would be a significant matter because the ex-post measures 

such as the bank resolution and deposit protection need to combine for preventing the 

bank run of the European citizen and for reducing the effect of contagion when the 

Eurozone faces a crisis. 

   On the other hand, in terms of the US system, the bank resolution policy and the 

deposit insurance measure are worked together by the FDIC. To cope with the financial 

crisis, the embracing of the bank resolution and deposit protection is imperative. 
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Although the US financial supervisory system is fragmented by the supervisory 

authorities such as the Federal Reserve, Office of the Comptroller of the Currency 

(OCC) which is under the US Department of Treasury, the FDIC, and so on.  

  

 

Table 2: FDIC Deposit Insurance Coverage Limits by Account Ownership Category. 

Source: Federal Deposit Insurance Corporation, Deposit Insurance at a Glance. 

 

   The Table 2 shows the categories and coverage limits of the FDIC at current status. 

We can see from the table that for example, single accounts owned by one person are 

covered at the level of 250,000 USD per owner. As for joint accounts owned by two or 

more persons, the coverage level is also 250,000 USD per co-owner. Other categories 

and their coverages were set up under the subject conditions. After the Global 

Financial Crisis, the FDIC enlarged the coverage level up to 250,000 USD from 100,000 

USD as a whole. To be succinct, the strengthening of the confidence for crisis as a 

deposit insurance system appeared clearly in the two point five times enlargement of 

the amount of coverage of the deposits. 

 

4.2 Deposit Insurance of the FDIC 

   The FDIC has a plenty of experience in terms of bank resolutions since 1933. After 

the Global Financial Crisis, the FDIC has a key role to command the US financial 

system for stable safety-net. Closing failing and likely to failing banks in orderly 

manner is significant to cope with substantial crisis. Table 3 shows the increasing of 

failing banks and resolutions during and after the crisis. 

FDIC Deposit Insurance Coverage Limits by Account Ownership Category

Category Coverage Subject Condition

Single Accounts owned by one person 250,000 USD Per owner

Joint Accounts owned by two or more persons 250,000 USD Per co-owner

Certain Retirement Accounts includes IRAS 250,000 USD Per owner

Revocable Trust Accounts 250,000 USD Per owner per unique beneficiary

Corporation, Partnership and Unincorporated

Association Accounts
250,000 USD

Per corporation, partnership or

unincorporated association

Irrevocable Trust Accounts 250,000 USD
For the noncontingent interest of

each unique beneficiary

Employee Benefit Plan Accounts 250,000 USD
For the noncontingent interest of

each plan participant

Government Accounts 250,000 USD

Per official custodian (more coverage

available subject to specific

conditions)

Source: Federal Deposit Insurance Corporation, Deposit Insurance at a Glance .
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Table 3: Changes in Number of FDIC-insured Commercial Banks in the US  

(50 states and DC). 

Source: Federal Deposit Insurance Corporation, Commercial Banks -Historical 

Statistics on Banking, Table CB02 (extracted). 

 

 

Table 4: Number of Formal Safety-and-Soundness Enforcement Actions Issued by 

FDIC (2000-2016). 

Mergers Paid Off

2017 195 6 0 16 4,910

2016 223 5 0 18 5,106

2015 264 7 0 4 5,339

2014 238 14 0 12 5,599

2013 203 22 1 25 5,840

2012 171 39 1 2 6,077

2011 166 84 0 22 6,268

2010 183 127 3 -6 6,521

2009 157 114 6 14 6,815

2008 259 19 0 25 7,072

2007 293 1 0 14 7,273

Source: FDIC, Commercial Banks -Historical Statistics on Banking,  Table CB02 (extracted).

FDIC Changes in Number of Institutions, FDIC-insured Commercial Banks, US

 (50 states and DC)

Year Unassisted Mergers
Failures

Other
Total Institutions at

Year End

Number of Formal Safety-and-Soundness Enforcement Actions Issued by FDIC, 2000-2016

YEAR NUMBER YEAR NUMBER

2000 62 2009 397

2001 84 2010 511

2002 105 2011 309

2003 135 2012 285

2004 150 2013 208

2005 134 2014 191

2006 159 2015 152

2007 101 2016 153

2008 174 Average 194.7

Sourse: Federal Deposit Insurance Corporation, Crisis and Response: An FDIC History,

               2008-2013 , p. 128, Figure 4.6.

Note: Average was culcurated and numbers over average were circled by author.
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Source: Federal Deposit Insurance Corporation, Crisis and Response: An FDIC History, 

2008-2013, p. 128, Figure 4.6 

 

   As we can see the Table 4, the FDIC issued a number of Formal Safety-and-

Soundness Enforcement Actions so far. Although the level in the period from 2014 to 

2016 recovered the level before the Global Financial Crisis, the period from 2009 to 

2013 (circled in red) should be kept under watch. That means coping with the Global 

Financial Crisis lasts for some years to deal with affected banks by authorities as an 

‘ex-post’ measure. 

In terms of the strengthening of the deposit guarantee scheme, we can present an 

example on deposit coverage as we mentioned. The most important fact is the deposit 

coverage was raised from 100,000 USD to 250,000 USD. 

 

Table 5: IADI’s Core Principles for Effective Deposit Insurance Systems (November 

2014). 

Source: International Association of Deposit Insurers (2014), Core Principles for 

Effective Deposit Insurance Systems, November. 

 

Principle 1 Public policy objectives

Principle 2 Mandate and powers 

Principle 3 Governance

Principle 4 Relationships with other safety-net participants

Principle 5 Cross-border issues

Principle 6 Deposit insurer's role in contingency planning and crisis management

Principle 7 Membership

Principle 8 Coverage

Principle 9 Sources and uses of funds

Principle 10 Public awareness

Principle 11 Legal protection

Principle 12 Dealing with parties at fault in a bank failure

Principle 13 Early detection and timely intervention

Principle 14 Failure resolution

Principle 15 Reimbursing depositors

Principle 16 Recoveries

Source: International Association of Deposit Insurers (2014), Core Principles for

Effective Deposit Insurance Systems, November.

International Association of Deposit Insurers (IADI) Core Principles for Effective

Deposit Insurance Systems
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   Regarding the international perspective to collaborate the deposit guarantee 

system, International Association of Deposit Insurers (IADI) is the most substantial 

institution in the world. Its headquarters is located in Basel as well as the BCBS and 

FSB. Table 5 shows the 16 important principles set up by the IADI. The Principle 2, in 

a nutshell, contains the ‘mandate and powers’ that describe the relevant 

responsibilities in detail as follows23 (underlined and adapted by the author); 

   a) the deposit insurer is only responsible for the reimbursement of insured deposits 

   b) the deposit insurer has additional responsibilities, such as certain resolution  

functions (e.g. financial support) 

   c) the insurer actively engages in a selection from a range of least-cost resolution  

strategies 

   d) the insurer has comprehensive risk minimization functions that include (1) risk  

assessment or management, (2) a full suite of early intervention and resolution  

powers, and (3) in some cases prudential oversight responsibilities. 

 

   These categories are informative for us to indicate what kind of types the individual 

deposit guarantee insurers are affiliated to in the diversified nation states in the world. 

In the above criteria, from a) to d), it gets more holistic and comprehensive. As for d), 

this type of insurance mandates the comprehensive risk minimization through not only 

risk assessment but also a full-fledged early intervention and resolution powers and 

prudential oversight. 

   We can put the function of the FDIC to the type of d), namely, the most 

comprehensive responsibilities combining the deposit protection and a full suite of 

resolution and relevant prudential oversight. As we mentioned the Figure 5, the 

resolution and deposit insurance mandates are embraced by the FDIC. It is the most 

substantial feature of the FDIC to be consistent from bank resolution and deposit 

protection. 

 

5. Concluding Remarks 

   As we can see in the previous chapters, there are still some areas for improvement 

for the Eurozone for the practical issues by brushing up the methodology for 

harmonization of financial regulation. However, we are able to confirm that the EBU 

has certainly achieved the unification of their fragmented banking supervision to set 

up the SSM, and the SSM has been succeeding to cooperate with the NCAs to supervise 

 
23 International Association of Deposit Insurers (IADI) (2014), IADI Core Principles for 
Effective Deposit Insurance Systems, November, p. 19, footnote 9. 
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the SIs based on the Supervisory Review and Evaluation Process (SREP). As we 

mentioned above, the de Larosière Report made an important remark to launch the 

harmonization and unification of the European supervisory system on the banking 

sector based on ‘the Single Rulebook.’  

   The Single Rulebook is applicable for all of the pillars, which are the SSM, SRM, 

and EDIS. In addition, the Single Rulebook is implemented by the EBA in London. 

This means that although the EBU is underpinned by the Eurozone member states, 

the Single Rulebook could apply for all of the EU member states. We need to discern 

the difference between the EBU and the Single Rulebook on the target of the member 

states in Europe. It shows that the possibility of the methods of the EBU to prevail all 

of the EU and the globalized world could happen.  

    The SRM now faces its third year since the starting as a full-fledged mechanism 

for the second pillar of the EBU. The bail-in method is now becoming the common way 

in the international SSBs such as the FSB and BCBS. The UK Prudential Regulation 

Authority (PRA) has also used the common methodology based on the BRRD. Of 

course, as the UK has been the member of the EU until the legitimate leaving from the 

EU in March 2019, the BRRD applied the UK on the bank resolution based on EU’s 

harmonized way to resolute the failing and failing-like banks. However, the UK has led 

the international cooperation to converge the differences among advanced economies 

including the US. For example, at the time of launching the BCBS in December 1974, 

Peter Cooke of the Bank of England (BOE) had a leadership to harmonize the control of 

the banks in the Europe and he sat a chair of the BCBS. He certainly developed the 

convergence of the banking supervision through the use of the ‘Cooke Ratio.’ That 

means the BOE has been leading the supervisory and regulatory field in modern world 

and the harmonization of the BOE and the ECB shows the increasing the possibility to 

expand the EBU’s methodology for advanced economies.  

   Although the EDIS has faced some difficulty in implementation on the political 

level in persuading the German authority, the common value is shared among the 

Eurozone in technical level. The European Commission has published in 2017 to make 

effort to complete the EBU by reaching agreement on the EDIS in political level in 

2018. The ultimate aim is to complete the EBU by constructing the EDIS in 2019.  

   The FDIC has played a crucial role in the US’s financial stability for a long time. As 

we can see in the previous chapter, there are some significant differences between the 

FDIC and the EBU as systems. However, the future development of cooperation 

between the EU and the US in financial regulation would show some stable and 

common methodologies to stabilize financial system in globalized aspects.       
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