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Adam Posen: Thank you., Joaquín. It is rare that we get someone who’s like saying, “Okay, let’s get down 
to the questions.” Since we have such a high-level quality audience, we will do that in a 
minute. I should just say for all of our viewers online and all of you who are here, you 
heard him masterfully give his brief, but there’s a formal text of his remarks that will be 
posted on the website along with the transcript of today’s discussion and obviously there’s 
much more available from the both the delegation of European Commission here in Wash-
ington and from DG Internal Market at the commission in Brussels.

 So much to think about. I guess the question for all of us—having sat there in the UK 
when there were few of these banking problems going on—is picking up from where you 
were: What gets us past the Dexia problem? I mean, we can say that someday we will get to 
the single supervisory mechanism but as you seem to point out, when banks die, they die at 
home, the money comes from at home. Who in this vision is going to parcel out who pays 
what when the next Dexia comes along?

Joaquín Almunia: Well, I hope Dexia is only one. A unique case. So far, I tried. This discussion started with 
Neelie Kroes, Christine Lagarde was at that time French minister, but I concluded this with 
the first decision on Dexia weeks after taken office as Commissioner for Competition and 
after a negotiated length with the French and Belgian governments, some participation of 
Luxemburguès, but the main players there were France and Belgium; and it was a very dif-
ficult discussion between them to establish burden sharing between the two treasuries and 
the two countries.

 Now, we reached this agreement, thanks to the agreements the French and the Belgium 
government raised, we were able to convince both countries about the need to create a big 
bad bank in Dexia and not to maintain many activities in the market because they were 
clearly nonviable, they are taking losses in the part that there needs to be allocated for the 
financing of the bad bank and hopefully their good parts will be able to survive in the mar-
ket without further public support.

 In the future, well, a cross-border resolution requires a European institution to decide. Not 
to coordinate, not to convince, not to explain, not to act as an honest broker.

Adam Posen: Decide.

Joaquín Almunia: A European institution or at least a euro area institution if we are talking about the banking 
union only for the euro area plus the countries that will join on voluntary basis. The final 
decision should be at the EU level. If not, more Dexias will come. 
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This principle that is in our proposal put forward before the summer of the single resolu-
tion mechanism has not yet been accepted. Everybody in Europe were waiting for the elec-
tions last Sunday. After the elections last Sunday, nobody has get the answer to your ques-
tion but hopefully in the coming weeks or before the year-end we will be able to answer 
this question with the only answer possible if you want to solve and to avoid a new Dexia, 
that is one European authority should decide on behalf of the member states that can stay 
discussing between them forever or almost forever.

Adam Posen: Yeah. Well, thank you for being so clear about that. The second thing and forgive me if I 
missed this in your formal text, but even in the context of state aid, one thing which—a 
phrase—I didn’t hear come from you was the phrase we talk about a lot here both in the 
Institute and in Washington, “too big to fail.” You are very much championing and imple-
menting the framework about explicit state aid, about explicit bailouts. Where does internal 
market, where does competition come in in assessing the too big to fail issue of national 
champions and the competitive advantages they get? In a sense, they’re not the ones who are 
going to be bailed out. They already have the subsidy. So how do you think about that issue?

Joaquín Almunia: Well, this too big to fail discussion is established at the global level. The FSB or the G-20 
meetings or in the relationship between EU authorities and the US authorities in particular, 
but the real question will be addressed in less than one year’s time to the single supervisor of 
the euro area. It’s true that there are some bigs that are not in the euro area and will not be, 
like some British banks.

 But for the bigs that belongs to countries in the euro area, this would be a very, very strong 
responsibility for the new single supervisor of the euro area. I hope they will do what they 
should know perfectly well that should be done, that is to be strict with banks regardless of 
their nationality, regardless of their size since the beginning and the beginning is this exer-
cise with asset quality review, balance sheet assessment, and a stress test.

 We have, us Europeans, some experience in failing to provide a credible stress test exercise. 
I remember some discussions here in the US at the beginning of the stress test saga. This 
time, we need to be extremely credible and this will create for some banks and not only for 
the smaller ones or not only for banks that are placed in the periphery of the euro area with 
countries with other kind of difficulties, banks in the central or core countries of the euro 
area, maybe, after the stress test, they will need to be recapitalized and I think the supervi-
sors would be extremely strict putting the same conditions to the bigs or the smalls to the 
center or to the periphery.

Adam Posen: Thank you. One more question if I could and then I’ll open up to the floor. We at the 
Institute, in particular Jeff Schott and Simon Johnson here, but a bunch of us, have been 
thinking about internally, where you draw the line? Say we go forward with TTIP (Trans-
atlantic Trade and Investment Partnership), which of course we hope we do, how much of 
financial regulation gets folded into that? How much gets dealt by the trade regulators, the 
trade negotiators versus the national banking regulators versus FSB?

 But also in that context there is a sort of broader question underlying this of global finan-
cial firms by which I don’t mean just banks. I mean, payment systems, insurance, ratings 
agencies. There are a whole bunch of financial industries out there where you’ve got large 
cross-border entities and which speaking frankly, at least in some of them, insurance cer-
tainly not but in some of them, the EU doesn’t have the leading companies.

 I mean, how is this going to play out? I mean, where do you … does DG Internal Market 
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get involved in this sort of thing? Do you wait until the TTIP negotiators get it done? Do 
you have particular industries you’re concerned about? How do you think about this?

Joaquín Almunia: Well, first of all, regarding the way the TTIP negotiators will deal with financial regula-
tions, I think is more a discussion here in the US than in Europe.

Adam Posen: Why is that?

Joaquín Almunia: Because we are used to discuss between us at 28th level the new wave of financial regula-
tions since 2008 until now. We have been embarked in a very, very intense work and I 
don’t think, at least I don’t feel that from the European side there are reluctant positions to 
discuss this in the TTIP framework. I heard or I read some reluctance on some discussions 
here in the US but in any case, be it in these negotiations or outside the negotiations.

 Well my feeling is that, I remember November 2008 here in Washington the first summit 
at the level of heads of the G-20 and I remember very well the second summit in London 
under the Gordon Brown chairmanship, the first time President Obama was present there 
and the political initiative and the political momentum for new financial regulations and 
for the convergence of the finance regulations at the G-20 level and in particular the US 
and EU was extremely high.

 
 But, once the crisis was less acute and once some problems were being solved, the pressure, 

the momentum was lost. We in Europe, we have continued with a very, very intense regu-
latory activity for the financial sector. My colleague Michel Barnier … by the way, he’s in 
charge of DG MARKT. I’m in charge of DG COMP. Two different bodies.

Adam Posen: Yeah, I know. Sorry. I apologize. I should’ve …

Joaquín Almunia: No, but it’s the same. We are sitting together every day but he is very keen. I’m very proud 
to say, we have presented since the beginning of the commission Barroso II, February 2010, 
until now something like 25 or 26 different legal texts that are going from the implementa-
tion of Basel III or market abuses or the shadow banking initiative the other day, the new 
rules for the financial benchmarks, credit rating agencies.

 We are in the third wave over regulations of credit rating agencies at the European level. 
Okay. After, as I said before in many occasions, we need to translate these into national 
legislation but at the same time, new financial authorities at the EU level were created—the 
European Banking Authority—that are not perfect, as in many occasions in Europe, are 
gradual steps towards what we need but things are clearly improving. The risk is that if we 
have not coherence and consistency between the two families of regulations here in the US 
and in the EU, we will give way to the possibilities of arbitrage that will create the gain in-
centives to lower the credibility and the efficiency of these regulations.

 So a lot of work needs to be done in the coming year. Who should ensure that there is a 
venue where all these things can be discussed at the adequate level is the G-20? I have my 
doubts at this moment. Is the IMF or some elements [inaudible 00:37:09] or many others 
is not the institution. They’re all the G-7 steward. We need a bilateral discussion and all of 
the other players with less relevance in the financial activities from the global perspective 
will join or hopefully will join. But if we, the US and the EU, we will not work together, 
nobody else will take this responsibility.

Adam Posen: No, thank you for that. Forgive me for messing up Internal Market and DG COMP. It’s 


