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On 4 February El País published a leader entitled “The prestige of the Central Bank”. It 

referred to the “controversy and mutual accusations” concerning the role of the Banco de 

España in the banking crisis that unfolded from 2008 onwards, pointing out that to date 

“there has been no convincing explanation” of the bank’s role in supervision and that 

considering “it is imperative to maintain the institution’s credibility, it would not seem a good 

idea to remain silent or not to offer the necessary explanations”.  

Within the confines of this article I could not attempt to give an adequate reply or even a 

brief digest responding to the points raised by the newspaper. But I can set out what should, 

in my view, be the essential guidelines for this overall explanation that is felt to be lacking.  

The source of the crisis  

Spain’s banking crisis cannot be understood without a reference to the credit and real estate 

bubble that preceded it. This was, evidently, one of its causes, although not the only one. 

Lending to households and firms had risen from 81% of GDP at end-1999 to 166% at the 

close of 2008. Certain credit items, such as mortgage lending or that earmarked for real-

estate development increased in weight during this period from 35% to 95% of GDP, in the 

case of mortgages, and from 4% to 28%, in that of lending to developers.  

The international crisis had a forceful impact on the Spanish economy. The virtual 

disappearance of some of the key wholesale capital markets during 2007 and 2008, such 

as the interbank and the securitisations markets, hampered Spanish credit institutions’ 

normal funding at a time when they had considerable foreign funding needs. These tensions 

fed through to the real economy almost immediately and, over the course of 2009, GDP and 

employment declined by 3.6% and 6.1%, with a severely adverse effect on credit 

institutions, which began to incur losses against a backdrop of collapsing real-estate prices 

and surging unemployment.  

The stabilisation apparently achieved in 2010 was interrupted in 2011. All institutions, 

national and international alike, committed substantial forecasting errors, and the Banco de 

España was no exception. This, combined with the crisis in euro area government debt 

markets, which saw the very survival of the single currency being questioned, led to a sharp 

deterioration in our credit institutions, especially in the savings banks sector. One figure 

stands out as an indicator of the serious collapse in financing that our economy suffered in 

2012: in August 2012 Spanish credit institutions had amassed debt with the Eurosystem of 

almost €412 billion, equivalent to more than 34% of the liquidity injected by the Eurosystem 

into euro area banks as a whole. The Eurosystem had become the main and, at times, 

practically sole provider of liquidity for our banks.  

 

 

How we faced the crisis  

The strategy adopted to tackle the crisis sought to avert a series of bankruptcies of a good 

number of financial institutions. Using private and public funds and legal and institutional 

changes, the strategy was geared to preventing the contamination of the entire Spanish 
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banking sector, enabling its subsequent restructuring and eliminating the risk of a crisis of 

confidence occurring that might affect both markets and depositors.  

Another possible option, the liquidation of ailing banks through insolvency proceedings, 

would have had a devastating effect on the stability of the financial system. This would have 

meant depositors and taxpayers bearing a large portion of the losses. Taxpayers’ money 

would have been required, as the State would have been forced to cover guaranteed 

deposits, given that the Deposit Guarantee Scheme (DGS) had insufficient funds to meet all 

compensation requirements. Leaving aside the case of Lehman, which was an investment 

bank, no country facing a banking crisis in recent years has allowed banks that could not 

overcome their difficulties on their own to fail.  

The strategy adopted gave priority to private-sector solutions, involving banks cleaning up 

their balance sheets with their own resources, via corporate operations, and resorting to the 

banking sector itself through the DGS, with public funds – including the European aid 

associated with the financial assistance programme signed in 2012 – being injected only as 

a last resort. Notably, from 2008 to 2013, Spanish credit institutions posted write-offs 

totalling close to €270 billion, assumed in the main by the banks’ shareholders. It should be 

stressed that customer deposits incurred no losses whatsoever.  

We should also recall that, in Spain’s case, a UK, German or Dutch-type solution – involving 

the immediate nationalisation of ailing banks, including large institutions – was not 

considered. Even so, the cost of the crisis in terms of public funds, on which the Banco de 

España has been reporting in detail since 2013, has been high, although in terms of GDP it 

is close to that recorded in other euro area countries.  

The Banco de España: 2008-2012 

I have no reason to think that the Banco de España did not act in the general interest and 

observe the rules in force at all times. But this clearly does not mean that it was always right 

or that its decisions were always optimal, whether as a result of in-house failings, political 

and institutional constraints (these were severe in the savings banks sector) or a lack of 

information in instances which, subsequently, when examined with better information, have 

entailed legal or other consequences. Yet I believe we must distinguish between 

shortcomings or, indeed, errors on one hand, and legally reprehensible conduct on the 

other.   

One issue that cannot be ignored in any assessment of the Banco de España’s transparency 

as a supervisor is its legal duty of confidentiality, which is identical – or very similar – to that 

incumbent upon the ECB Single Supervisory Mechanism and other national supervisors. 

Such confidentiality does not allow the Bank to offer a public explanation of its actions when 

they affect specific banks.  

The actions of the Banco de España during the crisis have been set out and explained in 

great detail in the extensive documentation that has been published since 2008, which can 

be viewed on the internet on the Banco de España’s Financial Restructuring portal. But now 

the crisis is behind us and the new European supervisory arrangements – and, in this 

connection, supervision by the Banco de España – have been firmly set in place, the time 

has probably come to offer an overview of the Bank’s conduct during the 2008-2012 period.  


