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Statement regarding the communication from the European Commission on completing the Banking 

Union dated October 11, 2017 / the Commission’s remarks on EDIS  

In its communication on completing the Banking Union published on October 11, 2017, the European 

Commission describes a slightly modified approach regarding the structure of a European Deposit Insurance 

Scheme (EDIS) compared with the legislation proposal originally published in November 2015. Under the new 

approach, only gradually increasing liquidity coverage could now be provided – on a loan basis – in the first 

phase (‘reinsurance’). A second phase (‘co-insurance’), in which EDIS progressively covers losses too, could 

only start once certain preconditions had been met. In parallel to the introduction of an EDIS, the national 

deposit guarantee schemes are also to be further harmonized by means of amendments to the existing Deposit 

Guarantee Schemes Directive (DGSD) and in this context, for example, existing national options would be 

standardized. In a not nearer defined ‘‘final stage’, EDIS is to not only provide liquidity but also fully cover any 

loss of the deposit guarantee schemes. 

 

The German Banking Industry Committee welcomes the fact that, for the first time, the European Commission 

has recognized the need to revise the 2015 legislation proposal and is allowing a discussion on the structure of 

the EDIS. In the German Banking Industry Committee’s opinion, the approach envisaged in the communication 

for the first stage is leading in the right direction, although there are still some criticisms and unanswered 

questions. Any EDIS must remain restricted solely to liquidity coverage when required. Stipulating that EDIS 

can only come into force after the mandatory preconditions – which the German Banking Industry Committee 

has long called for – have been met also shows that the Commission now attaches greater importance to risk 

reduction in the banking sector beforehand. However, the draft report by the European Parliament’s rapporteur 

correctly went considerably further in this context.  

 

The German Banking Industry Committee rejected the Commission’s original proposal as it was too rushed and 

not fully conclusive. The latest proposed compromise, which the Commission hints at in its communication, 

does not offer any significant improvement in this regard. Although the proposal does not envisage an 

automatic transition from the reinsurance phase to the co-insurance phase, it does represent the start of a 

system in which banks within the countries of the banking union have unlimited liability. The Commission is 

thus continuing to pursue its objective of complete mutualization of deposit protection. The latest proposal 

disregards the deep concerns about this overarching liability. 

There are a number of major criticisms that have not been resolved in the Commissions’ latest communication:  

 

 Introduction of the reinsurance system is to start in 2019 and would take place irrespective of mandatory 

preconditions being met (e.g. the reduction of risk beforehand). The German Banking Industry Committee 

demands that the preconditions envisaged for the co-insurance system (stage 2) also be applied to the 

reinsurance system. The details of these preconditions would also need to be further defined so that any 

interpretations that were primarily politically motivated could be prevented as far as possible. Once the 

necessary preconditions were met – and only then – would it be conceivable in the German Banking Industry 

Committee’s view to implement an EDIS as purely an ‘overflow system’ for national deposit guarantee 

schemes and to provide liquidity on a loan basis (i.e. repayable) in specified cases that were subject to clear 

conditions. 

 In any case, the decision about the second stage coming into force must be made by the Council, 

Parliament, and Commission, and not by the Commission alone.  
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 There is still no comprehensive impact assessment that proves the necessity of introducing any EDIS, 

regardless of its form. 

 Many of the technical problems in the Commission’s original proposal have not been specifically resolved in 

the new approach (e.g. the handling of THBs). Rather, there is mention for the first time of amending the 

DGSD, although it remains unclear whether this is to be done before EDIS comes into force. This will 

postpone but not resolve the technical problems arising from their interplay. The DGSD, which took effect in 

2014, strikes a balance between the degree of harmonization required to protect depositors and the 

consideration of country-specific aspects that are worth retaining. Further centralization should not simply 

happen because large parts of the Commission’s proposal appear incompatible with the DGSD. Rather, it 

would be more appropriate to make objective refinements to the DGSD after the review in 2019 that is set 

out in the DGSD itself. 

 The amendment to the Commission’s proposal does not rectify the problem of the unsuitable legal basis 

(article 114 of the Treaty on the Functioning of the European Union (TFEU)). 

 

Other key aspects also remain unclear: 

 

 What mechanisms are to be used to ensure that liquidity coverage provided to national deposit guarantee 

schemes in the form of loans is actually repaid? From where will the repayments come? 

 How is the Deposit Insurance Fund (DIF) to be funded, and how would the accumulation phase work? What 

would be the relationship between national funds and the DIF? 

 What specific role is to be taken on by the EBA, and how would information be shared among the institutions 

involved? 

The remarks in the Commission’s latest communication are far too vague to be able to answer these and other 

fundamental questions, and they leave too much open to interpretation.  

 

A particular criticism is that the Commission’s latest communication takes account of neither the decades-long, 

successful work of existing national deposit guarantee schemes, including Institutional Protection Schemes, nor 

the positive and potentially far more cost-effective use of alternative measures. In the German Banking 

Industry Committee’s view, however, both of these are essential to any discussion of an EDIS.  

In summary, the Commission’s rather general remarks do not provide specific suggestions regarding the 

structure of the proposed scheme. This latest communication takes a positive approach that appears to be 

heading in the right direction. However, significant shortcomings in the envisaged EDIS continue to exist, or 

have not been resolved. Consequently, the German Banking Industry Committee continues to reject the 

European Commission’s proposal for a European Deposit Insurance Scheme (EDIS). Moreover, comprehensive 

mutualization of deposit protection at European level is not necessary for completing the Banking Union. 

 


