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I wish to thank El Diario Vasco for the kind invitation for me to speak today at this Business 

Forum, in front of such a distinguished audience, which for a change includes rather more 

businessmen than bankers. I am also delighted to be able to escape from Madrid for a day, 

especially if it is to visit such a special city as San Sebastián. 

I would like to take this opportunity to share with you some reflections on the past and future 

of the Spanish financial sector. I will try to draw some lessons from the grave financial crisis 

we have suffered and from the ensuing far-reaching regulatory and social changes. Lastly I 

will refer to the type of reforms which, in my opinion, banks should introduce into their 

business models to address what is an increasingly competitive and challenging 

environment. 

Crisis and regeneration 

Crises are periods of radical change in which almost everything is called into question. Yet 

I believe we will all agree that, if crises are resolved correctly, they are able to transform 

reality, allowing us to face the future from a position of strength. 

A good example of this is the industrial regeneration process that began in the early 1980s 

and which had a damaging impact on Spain’s old industrial sector. As you know better than 

I do, the regeneration process also had a particularly harsh impact on certain areas of the 

Basque Country. It led, for example, to the closure of key industries such as the Altos Hornos 

de Vizcaya steelworks which, over much of the last century, was Spain’s largest employer. 

Blast Furnace 1 in Sestao still stands, as a witness to that period, having been declared part 

of our cultural heritage in 1995. 

The regeneration process was clearly traumatic and left undesirable social and economic 

consequences in its wake. 

It is important that, as a society, we do not forget the past, but that nor do we cease to look 

to the future. In this respect it is clear that, despite the painful initial consequences, the 

regeneration process led to a positive transformation of the Spanish economy. Looking back 

now, I believe few of you here today would doubt that the Basque Country’s present 

industrial base is much more sustainable than that of 40 years ago.  

Moreover, looking at the average growth figures for Euskadi since the 1990s and the latest 

unemployment figures available, I believe the economic transformation has to be classed 

as a success. Indeed, according to the latest Spanish Labour Force Survey data, Guipúzcoa 

is today the Spanish province with the lowest unemployment rate. 

Part of this success is without doubt due to the public authorities, which are responsible for 

establishing conditions that will encourage healthy economic growth. The banking sector 

also has a very important part to play in promoting sound economic progress, encouraging 

the rational allocation of financial resources. Undoubtedly, however, the majority of this 

success must be attributed to business. 

Today, I believe all three sectors are represented in this room. But most of you here today 

come from the world of business and you will perhaps agree with me that economic 
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development, wealth creation and quality employment necessarily derive from business 

initiative. 

The public authorities and the financial sector clearly play an important role, but nothing can 

be achieved without individual entrepreneurs and companies that are prepared to invest 

their funds, their efforts and their work, in many cases risking their reputation and their 

personal wealth, to create wealth for society overall. In consequence, from the standpoint 

of a public body such as the Banco de España, I can only thank you for the work you do 

every day. 

If we analyse the recent developments in the banking sector, I believe the transformation 

achieved over the last decade may only be classed as a genuine regeneration. 

Following the outbreak of the crisis, the Spanish banking sector underwent an intense 

process of rationalisation, recapitalisation and restructuring. And all this against a backdrop 

of correction of structural imbalances that had built up on banks’ balance sheets during the 

expansionary phase that preceded the crisis. 

The change, in terms of volume of activity and credit to the resident private sector, speaks 

for itself. From the peak in June 2009, when the credit stock verged on €1.8 trillion, it has 

been reduced by more than €600 billion.  

After the extraordinary growth phase that preceded the crisis, households’ and non-financial 

corporations’ indebtedness is now in line with the European average. The overreliance on 

external financing has also been corrected.1 

Naturally, the decline in credit led to a decline in banking business, which in turn resulted in 

large-scale consolidation in the banking sector. To give you some figures, since 2009 the 

number of banks has fallen by more than 30%, most strikingly in the case of the former 

savings banks,2 while the number of bank branches has fallen by more than 40% (some 

20,000 branches fewer) and the number of employees by more than 30% (some 90,000 

employees fewer). 

Despite the scale of the efforts made, the consolidation process may possibly not yet be 

complete. In any event, it should be underlined that, in comparative terms, we are at a much 

more advanced stage than some of our fellow countries. 

Moreover, parallel to this process, over the last five years the banking sector’s position in 

terms of basic parameters such as asset quality and profitability and solvency levels has 

improved significantly. 

I am certain that the banking representatives here today will agree that the banking business 

environment is increasingly challenging. In addition to the need to make further reductions 

in unproductive assets, there is the pressure to enhance solvency levels. And all this against 

a backdrop of persistently negative interest rates, which place pressure on margins, and in 

an increasingly competitive setting, with the emergence of new non-bank players. Moreover, 

                                                                                              

1 Specifically, the economy’s net debtor position went from 100% of GDP in 2014 to 77.1% in 2018. 
2 Only two savings banks remain, while seven former savings banks have become commercial banks. 
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problems from the past, in the form of litigation and reputation loss arising from certain past 

activities, continue to weigh on the sector. 

All these challenges and difficulties present a highly complicated and competitive 

environment for the banking sector. In the second part of my address I will speak about the 

changes which, in my view, should be made to the banking business model in response to 

this difficult environment. But first, before addressing the future, I wish to share with you 

some reflections about the past.  

Lessons from the banking crisis  

Earlier I highlighted the pivotal role that business initiative plays in wealth creation. However, 

it is also true that business activity needs funding, and for this it depends on the banking 

sector, at least in the absence of deep capital markets.3 

Why does the banking sector continue to play such an important part in achieving healthy 

and sustainable economic development? Well, because as it analyses and assesses risk 

before funding is granted, it acts as an essential filter for the functioning of the economy, 

allowing the available financial funds to be correctly assigned. It does this by distinguishing 

projects that are highly likely to succeed from those that are non-viable in the medium term. 

Naturally mistakes may be made in this risk assessment. Indeed, mistakes will inevitably be 

made, even at banks that have good credit risk management. Credit standards that are over 

strict may act as a brake on innovation and growth, but clearly, as banking supervisors, it is 

the opposite case that tends to concern us the most, namely when credit standards are 

over lax and loans are granted for too many non-viable projects. 

In this respect, the crisis has once again reminded us of lessons that we should never have 

forgotten. Financing projects whose viability is doubtful is, in the medium term, bad 

business for all concerned. It is bad for customers, because their future will be compromised 

by a poor personal or business decision. It is most certainly also bad for banks, as they will 

bear the losses arising from non-performing loans. The legal system also suffers the 

consequences, as its workload grows, hindering its functioning. Lastly, it is also bad for 

society as a whole, as there may be painful consequences in the form of layoffs and 

evictions. 

You will be thinking that this is a basic lesson. Well yes, it is, but in periods of strong, and 

especially long-lasting, economic expansion, it is a lesson that is easily forgotten. 

In addition, nor should we overlook the pressure exerted by the competition and by market 

expectations. Applying strict credit standards means that in many cases banks will have to 

say “no” to loan applications. In critical growth periods this attracts very poor press and is 

difficult for banks to assume, especially if the competition is applying less strict credit 

standards. By contrast, unbridled credit growth and the consequent build-up of imbalances 

has no apparent negative consequences during an expansionary period, and it boosts 

banks’ profitability, but it also feeds risk-taking. 

                                                                                              

3 Plans are in place in the European Union to develop the capital markets union (CMU), but we are still a long way from 

being able to count on a truly alternative funding channel to the banking sector, except in the case of large corporations. 
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At times, the supervisor itself may suffer from this false sense of security regarding growth 

and profit that is in fact only leading us to disaster. I would like to stress this point: we must 

avoid falling into this trap at all cost. Supervisors and regulators alike must always consider 

matters from a negative standpoint. This may sound rather sad: in life, optimism is virtually 

compulsory, and from an economic standpoint, where optimism is missing, business activity 

decelerates and investments come to a halt; the business confidence index is a key 

economic variable. 

Yet regulations must be drafted without ever losing sight of what may happen in times of 

crisis. For instance, appraisals of certain intangible assets or determination of capital 

requirements must be made considering a stressed environment. Clearly, supervision must 

be carried out from a similar perspective. 

Accordingly, we should consider which changes have been made in prudential regulation 

and in the supervision and resolution institutional framework to ensure that there will be no 

repeat of past events.  

New regulatory framework 

To begin with regulation, and more specifically with the solvency regulations, the Basel 

capital framework has been redrawn almost in its entirety to incorporate the lessons learnt 

from the crisis. 

The regulatory changes affect all the elements that make up the capital ratio: (i) the capital 

definition in the numerator is much more demanding, increasing both its quality and its loss-

absorbing capacity and placing stricter conditions on deductions for intangible assets; (ii) in 

the denominator, the way in which bank risk translates into risk-weighted assets has been 

reinforced, and caveats have also been introduced regarding the use of internal models; 

and (iii) the required capital ratio itself has been increased considerably, envisaging 

additional buffers to cover, inter alia, the risks of systemic institutions. 

Traditionally, almost all the prudential framework was based on this ratio. But the crisis 

showed that concentrating on just one metric could be counter-productive. Accordingly, 

other elements have been introduced to complement the classic solvency ratio, such as the 

liquidity ratio or the level of leverage. Limits and restrictions have also been placed on credit 

institutions’ dividend policy, aiming to correct or at least mitigate certain perverse 

incentives. 

New institutional supervision framework 

Similarly to regulation, supervision has also undergone radical change. From the institutional 

standpoint, we have embraced a truly European supervisory framework, as an essential step 

towards a banking union that will provide the whole of the European financial system with 

greater security, thus encouraging sustainable economic growth. 

As I have indicated on earlier occasions, there is still some way to go to complete the 

banking union. Two pillars are now in place – the common supervisory and resolution 

mechanisms – but the third pillar, a truly European deposit guarantee scheme, is still 

missing. In any event, the future direction of the project is clear and it seems that steps may 
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now be under way to reach an agreement that would unlock this third basic pillar of the 

banking union.4 

Micro- and macroprudential supervision 

Despite all these institutional changes, I believe the fundamental role of supervision remains 

essentially the same. As in the past, banking supervision will continue to be primarily 

preventive. As supervisors, our capacity to act is very limited once a banking crisis has 

erupted. 

At the start of my address I referred to the regeneration and resizing process undertaken by 

the banking sector over the last ten years. This process was essential owing to management 

failings at many banks and to failings in economic forecasts. But unfortunately it was also a 

reflection of risk assessment failings by the supervisor and of a lack of appropriate 

supervisory tools. 

One particularly worrying aspect is that at no time while our property bubble was forming 

were banks in breach of the solvency regulations. As I have just said, the regulations have 

been changed, aiming to correct and avoid certain incentives, but it is certainly still possible 

that structural imbalances may build up again on banks’ balance sheets, just as they did in 

the run-up to the crisis. 

This is where macroprudential policy, which complements traditional supervisory policy – 

or microprudential policy – comes in. Macroprudential policy aims to foment financial 

stability by preventing and mitigating systemic risks and vulnerabilities. It also seeks to 

identify any imbalances or overvaluations that may affect certain sectors. In consequence, 

risks are assessed on an aggregated basis. 

Since 2014, the Banco de España identifies and monitors vulnerabilities in the financial 

system; it also has the power to introduce countercyclical capital buffers. Recently, 

however, we have acquired the power to use new tools in addition to the mere activation of 

capital buffers. These tools are much more specific and should allow us to focus on the 

particular credit segment where imbalances are concentrated. 

Two evident questions arise: 

- How to detect an excessive build-up of imbalances?  

- How to correct them? 

I should point out that measures of this kind are very new, indeed they are still in their 

infancy. Methods to detect overvaluations and imbalances are still being developed, 

together with the criteria to be followed to activate and deactivate these measures. 

But this should not be an excuse for inaction. We have been provided with a set of tools 

that would have been very useful to correct or mitigate the last crisis. Clearly we need to act 

with responsibility, but also with caution. 

                                                                                              

4 The capital markets union, which would complement the banking union insofar as encouraging the integration and 

development of a truly European financial market is concerned, also plays an essential part. 
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Changes to the resolution framework 

The crisis has also served to remind us that, despite all our efforts, individual banks may still 

face crises. Especially in an environment as challenging as the present one. Accordingly, 

we must have the appropriate tools available to prevent transmission or contagion to the 

rest of the banking system and to minimise the risk of having to use public funds. 

In consequence, the resolution and winding up framework for banks has also undergone 

radical change. Resolution planning by banks is a key element in this new framework. 

Clearly, a crisis environment is not an ideal environment for improvisation. Although each 

crisis is different, and it is almost impossible to anticipate all the circumstances that may 

arise, all previous planning will help to manage each individual crisis. 

The other key element is the change in the resolution paradigm, from bail-outs that relied 

heavily on public funds to bail-ins where the burden is shared between banks’ shareholders 

and creditors. This has brought about the introduction of the new minimum requirement for 

eligible liabilities or MREL. 

Clearly, banks with limited access to financial markets will find it difficult to issue these 

eligible liabilities, which in addition put further pressure on the income statement. In this 

respect, it seems that banks’ rising solvency levels could reduce this pressure somewhat, 

since the cost of debt issuance declines as the CET1 capital ratio increases. 

Changes to be made by banks 

Having reviewed all the changes to the regulatory, supervisory and resolution frameworks, 

I now wish to refer briefly to changes that depend not on the official sector but on banks 

themselves. 

I believe that as supervisors and supervisees we have a common goal, which is to see that 

banks remain open, providing services to their customers and contributing to economic 

development. In any event, the key to the long-term sustainability of the banking business 

is in the hands of banks themselves. 

I will now refer to some of these key internal aspects; specifically governance, and various 

other aspects that should be the focal point of any moves to reassess the banking business 

model. 

Governance 

As banks are well aware, governance is an issue that is attracting growing attention from 

the supervisor. It is not a new issue, but it is one that has acquired crucial importance in the 

wake of the crisis. 

At this difficult juncture from the standpoint of the traditional banking business, marked by 

strong margin pressure and the entry of non-bank competitors, it would be relatively easy 

for governance improvements to be deemed of secondary importance; perhaps considered 

desirable, but not a priority. 
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Clearly, enhanced governance will not help boost income or control costs in the short term; 

indeed, on the contrary, it may imply a need to hire staff with specific expertise or to 

undertake reforms that may entail additional costs. 

So what is behind this supervisory focus? Governance is one of the key aspects I mentioned 

earlier that will ensure business viability in the long term. It is clearly not a sufficient condition 

for future viability, but I firmly believe it is a necessary condition. 

Without proper governance, banks cannot manage the conflicts of interest that are inherent 

to the banking business, most notably that arising between the search for profit in the short 

term and their sustainability and viability in the long term. A sad example of this is the 

unbridled credit growth observed, together with the weakening of credit standards, previous 

to the crisis. 

Business model and customer relations 

Also from the standpoint of long-term business sustainability, I wish to reflect on the 

question of reputation and customer relations in the banking sector which, like or perhaps 

more than the supervisors, faces the challenge of restoring its public image and its 

reputation with customers. This is something that will remain difficult while cases continue 

to arise from the past. 

In recent years, there have been significant changes in customer protection legislation, in 

keeping with changes in society. Both developments entail a clear increase in the degree of 

transparency, diligence, rigour and honesty expected of the banking sector. A good 

example of this may be found in the recently approved real estate credit law. 

It may be said that we have moved from regulating formal transparency to regulating 

conduct, with practices that were considered correct in the past no longer being acceptable. 

One very positive aspect of this approach is the enhanced legal security, which should 

cement the future reputation of the banking sector. 

As in the case of governance, this will be a key aspect in the medium and long term, although 

in the near term it may mean that banks may have to refuse certain kinds of business. 

Naturally, in order for this new approach to be successful, organisation-wide cultural change 

will be needed, which must have the determined backing of banks’ senior management and 

management teams. Once again, governance is a precondition for change. 

On the positive side, even though there is still much to be done, I believe we are seeing a 

change in attitude among banks. In this respect, in 2018 the number of complaints filed 

declined: according to the Banco de España’s 2018 Complaints Report, the complaints 

processed in that year fell by more than 50% compared with the 2017 total. 

Sustainable finance 

Another evident change in society pertains to the environmental challenge. There is clear 

growing social awareness about pollution and its potential impact on climate. Indeed, 

according to a recent survey conducted by the Real Instituto Elcano, 97% of the Spanish 



     8  

population agrees that climate change exists and 92% believes that we, as human beings, 

are mainly responsible. 

From a regulatory standpoint, the ecological transition is gaining visibility and importance 

on international financial organisations’ agendas. A multitude of official initiatives are now in 

place, notably the sustainable finance action plan in the ambit of the European Union and 

the draft climate change bill in Spain. 

In the central banking sphere, the work of the Network for Greening the Financial System 

(NGFS), whose main aim is to propel the role of the financial sector in complying with the 

Paris Agreement, stands out. 

Naturally, meeting these objectives necessarily entails very substantial changes to our 

productive model that will affect almost all economic agents. Once again, I believe it is a 

question of regeneration. 

Banking is clearly not a high-emission sector, but it can and should play an important part 

in ensuring the success of the challenge posed by the ecological transition. 

At the start of my address I spoke about the fundamental role of the banking sector as a 

necessary filter for identifying viable economic projects. Similarly, if banks include ecological 

transition risks in their analysis, they can become an engine of change, helping to ensure 

that funding reaches those activities which, in addition to being economically profitable, 

contribute to the sustainable transformation of the economy. 

Considering sustainability factors in investments is a very significant change that is already 

under way. More and more banks are joining ethical or responsible banking initiatives, 

signing up to international principles. Sustainable bonds are also being developed and are 

in great demand by investors. 

We should not forget that, in accordance with the European Union action plan I mentioned 

earlier, estimated annual investment of some €180 billion will be needed in the period 2021-

2030 to achieve the climate and energy targets set. The ecological transition will bring with 

it risks that the banking sector will have to control and manage, but it will also bring 

opportunities that it should welcome with open arms. 

Technological change 

Now I wish to refer briefly to an issue that arises every time the future of the banking 

business model is discussed. I refer, of course, to technology. Technological change is an 

essential question for the future, but it is also a very present one. 

We need to be aware that technological adaptation demands significant investment in 

systems, which is difficult in a cost-cutting environment. But today’s investments will be key 

for tomorrow’s income. Most banking transactions in Spain are still made over the counter 

and through cash machines, but the percentage of online users grows every year. In 

consequence, the cost-saving potential is substantial. 

Apart from these potential cost savings, technology must form an essential part of any 

reflection on banks’ business models and their sustainability in the long term. 
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Banks have a very important strength in the new digital era. I refer of course to customer 

data, which are the essential raw material of this fourth industrial revolution. We hear a great 

deal about the transactional aspect, app quality and customer experience, but without 

denying their significance, I wish to stress that focusing efforts on technological change 

“within” is even more important. 

Banks must be able to extract, use and analyse their customer data. Naturally, this 

information must be used in lending and price-setting decisions. 

In such a competitive environment as the present one, banks need to assess each 

transaction in terms of risk and cost. Clearly, banks need to pass on the costs and risks 

they assume in each new transaction, so pricing policies must include this information. 

Banks must also analyse overall profitability per customer. 

In this field there is still tremendous room for improvement. Indeed, it is not clear whether 

banks are making correct use of the information to pass the underlying risk through to price. 

But this shortcoming seems to be common among many euro area banks so, to take a 

positive view, I would say that it is a clear “lever” for achieving greater efficiency. 

Lastly, I wish to underline that having the information is not the same as being able to use 

it. This will be critical in the future. If the banking sector cannot make the most of this 

advantage today, other new competitors will do so tomorrow. 

Conclusions  

And with this I conclude. Since 2009 the banking sector has undergone deep restructuring 

and adjustment. This has been a genuine regeneration process: overcapacity has been 

reduced and a large part of the excesses that led to the build-up of imbalances prior to the 

outbreak of the crisis have been eliminated. 

Banking regulation, supervision and resolution also have all undergone radical change, 

incorporating lessons learnt and moving into a truly European sphere. We, as supervisors, 

have been provided with macroprudential tools that we must use responsibly and prudently. 

To build a better future, we should not overlook the past. 

The industrial regeneration process was traumatic and left its mark in the Basque Country. 

Some of the effects are still visible today, but it laid the foundations for the region’s present-

day economy. Similarly, the shock experienced by the financial sector should serve as a 

“base camp” from which to advance towards the future. 

The new, extremely competitive and challenging, environment demands that the banking 

business model be reviewed, to address the new economic, technological, environmental 

and social reality. Only in this way can sound foundations be laid for the future. 

Eskerrik Asko. Thank you very much.  


