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The economic development of any country in the word depends upon the existence of a well organised financial system. The function of financial services is the provision of money and monetary assets for the production goods and services. (Natarajan, 01/01/2009)
Financial institution are the financial intermediaries and depository institutions include commercial banks, savings and loan associations, investment companies, insurance companies and pension funds. There are different from bank and they play a very important part in broadening the financial services in the country.
The financial function is intermediation between individuals, households, corporations, small and new business and governments. (Fabozzi, 2013)
The Financial institutions work like a bank, they give loans and advances to the customers and is a platform for the investments. 
Bank have same purposes that financial institution, bank operate like economic brokerage firm that collect funds from customer and giving funds to the customer on loan when they need.


FINANCIAL INTEGRATION BEFORE CRISIS.

 Global bank was created 1944 by development countries to try to increase the development level of countries, the idea was to create the United Nations Monetary and Financial Conferences, it was conducted with the attendance of experts representing 44 countries. The proposing of the conference was firstly Establishment of international Monetary Fund (IMF) which will provide to establishment of IBRD to be able to make up for the destruction of the Wold War II especially Europe. The Word Bank is the fusion of 187 members they meet once a year, France, Germany, Japan, the UK and US are the biggest representation.
The word bank has three financial sources: capital the most important, debiting and other income.

 The European Economic Community was created in 1957 by Treaty of Rome, toward the European Union (EU), where goods, services, people, and capital could move freely. (Charles Enoch, 2014) The Single European Act 1986 , a financial market characterized by free flow of capital and free provision financial services across the borders. After Maastricht Treaty in 1992 was promoted a single financial market in financial services and EU reduce regulatory obstacle to cross- border. Larger banks and insurance companies from western Europe established strong local presence in the newly opened emerging economies of Europe.

The European Central Bank which is responsible for implementing the monetary policy for the member countries of the European Union.
The European Central Bank was created in 1988 the expectation was to build an Economic and Monetaria Union (EMU) and maintain price stability in the euro zone and the purchasing power of the euro, also that free capital movements within Europe, a common monetary authority and single monetary policy across the euro area countries. (Bank, 2021) The purpose of this was to harmonize banking laws and eliminate barriers between European countries. 
Europa had made big progress in integrating its financial system, institutions support integration and stability remained mostly at the national level.

The  European Investment Fund (EIF) was established in Lu DEA ( Data Envelopment Analysis)
In 1999 a single currency (Euro) was implemented and a Financial Service Action Plan (FSAP) was developed to ensure integrated and competitive capital markets and to remove any remaining barriers to across border provision of retail financial service.

There are three key political institution as European Parliament , the Council of the EU and the European Commission, they have    legislative power to implement policies relative to the market  and they are ensuring that whole the institution are working democratically. (Bank, 2021)
The regulation for the single financial market were highly fragmented through at the end 1980s.
The European Economic Community members signed the Singles European Act in  Luxembourg in 1986.
The European Central Bank under the Treaty of Maastricht replaced the European Monetary institute on 1998 and introduction a single currency, It sets and implements the monetary policy for the euro area and safeguards price stability in the area. The ECB works with central bank of the all EU countries.



   


 Causes and consequences

The financial crisis began during the second half of 2006 increase in U.S. bank losses due to subprime mortgage foreclosure, it was because of severely undercapitalized and holding insufficient liquidity due to the operating model. There was borrowing on a huge scale to finance what appeared to be a one-way bet on rising property prices, the gap between incomes and debt began to widen. This was caused by rising energy prices on global markets, leading to an increase in the rate of global inflation.

The crisis triggered a global recession that resulted in an increase in unemployment. This situation sqeezed borrowers, many of whim struggled to repay mortgages. At this point property prices started to fall, leading to a collapse in the values of the assets held by many financial institution

The crisis 2007- 2009 affected the EU because the financial system was the same model operating in United Stated before the crisis, banking system assets, credit and profits grew at as much faster pace than economic activity due to this. The European banks adopting the business model called ‘originate-to-distribute’ as opposed to traditional model of originate-to-hold, this model was developed by U.S. bank. Seeing the records breaking profitability of U.S. banks prior to the crisis, large European banks.

The bank in Europe was using a similar business model and they got a similar experience in that crisis. After the decline the profit was similar in United States and EU.
The regulatory structure was really poor and underwriting of mortgage and other securities, also was lack of coordination among national regulatory authorities.

In European Union the financial regulation was enforced by European member countries level for this reason the crisis taken most longer that United States. 

The Europe structure has more sovereign layer that United State, for this reason there are more opportunities to delay implementing financial reform.

The integration of financial system was by far- reaching political measure, by EU to promoted single market in financial services including the creation of the euro.
Large bank and insurance companies from advance Europe established string local present or emerged Europe market.
The process of financial market integration was strong, every country need evidenced by the convergence interest rate across the country and market while large EU banks continued their strong expansion abroad their activities become larger, systemic and difficult to resolve.
The Financial Integration took place against the backdrop of financial system remained bank based. United Kingdom stock and bond was the exception and other small economies. Many countries appeared “over-banked” either in number of institutions or in volume of back assets.
Financial integration reduced macroeconomic volatility and fluctuations in output growth. 

The effects of the crisis have weighed heavily on economic growth, financial stability and bank performance in many jurisdictions, although the headwinds have begun to subside

Changes in banking market capacity and structure.Banking sectors have expanded in countries that were less affected by the crisis, particularly the large emerging market economies (EMEs)




BANKING STRUCTURES IN THE EUROPEAN UNION

The financial system is bank base as bond and stock market provide. EU bank system have mainly larger bank but medium- sized banks also are important.
The structure of the banking is different depend of the country, for example Germany and Poland have a big amount of small credit institutions, normally this kind of banking system have three pillars, private commercial banks, public sector banks and local cooperative banks, it is organized as a network. The size of the structure dwarf the capacity of the home government and it is aligned with the economic size.
Financial market in EU are in London, London- based capital market and financial institution account for a substantial share, that situation will be different after Brexit.
The ECB President represents the bank at high level EU and internal meetings.
The composition of the ECB has the following decision -making bodies.
· Governing Council, main decision - making and executive board assess economic and monetary developments, define eurozone monetary policy and fixes the interest rates at which commercial banks can borrow from ECB.
· Executive Board, handles the day to day running, implements monetary policy, prepare governing council meeting and exercises powers delegated to it by the governing council.
· General council- this is the advisory and coordination role, it formed by ECB President and Vice-president and the governors of the central banks from all EU countries. They contributes to advisor

and coordination work and helps to prepare for new countries joining the euro.

Government in financial market 

The financial regulation are enforced mainly by the national governments and sometimes by the UE’s supervisory institution as the European Central Bank(ECB) and the Committee of European Banking Supervisors( CEBS) for the banking function or the Committee of European Securities Regulators( CESR).
The government have the long deemed to regulate the financial market, the government develop and have a greatly influenced in evolution of financial markets and institution. The strong of financial system is necessary and vital for the working because if the market is work people are more confident that they have good economy. Government has responsibility that out financial market is regulated effectively. Government, market and institution need to interactively together  


Law regulation and contract after financial crisis 2008

 The post-crisis macroeconomic environment has been characterised by a prolonged period of weak economic growth and low inflation in the large advanced economies 
nominal interest rates have been at historic lows
Regulation and supervision. risks posed by systemically important financial institutions and reduce implicit public subsidies; An increase in the quantity and quality of capital through stricter risk-weighted requirements

The European Union can impose the financial regulation only on member countries that accept those regulation. Members should be pass laws to implement EU financial directive es and disputes over their implementation. The European Court of Justice is the last arbiter, some regulation is direct effect and need no implementation of legislation to have the force of in all the member countries of the European Union.
The financial regulation of EU are by the national government and by the EU’s supervisory institution as the European Central Bank ( ECB) also by Committee of European Banking Supervisor (CEBS) for the banking function or the Committee of European Securities Regulator ( CESR) 

The Parliament plans called for the established two new funds to which large, cross- border financial institution’s asset. A found would be deposit insurance fund and the other would be a stability fund. The amount of each fund would be determined by the riskiness of the assets the institutions hold.




In 2008 the world has a big financial crisis worldwide the cost of the European Union economy and citizen was imposed significant.  


The UE made a decisive global regulation response. In that moment together with its G20 partners.
The European Parlament adopted a final suite of legislative measures, this reform is 40 legislative proposal. Rules and institutional structure of supervision have been affected. 
The EU reforms are multi-dimensional and most of them are linked with that crisis.
The regulation has various objectives establishing banking union, restoring and deepening the EU Single Market in financial services, building a stable financial system, transparency, responsibility and consumer protection to market integrity and improving the efficiency of the EU financial system.
The European Parliament Economic and Monetary Affairs Committee (ECON) need to examining the legislation in close detail. There were many legislations that was change or modified when the financial crisis erupted. Also, the regulation deriving from the G20 agenda. 
The UE Financial Services Action Plan was review after that crisis. Legislation seeking to remove barrier between countries and they want to change a single market also Banking union. Another organism was creative of the European Supervisory Authorities ( ESAs). (Committee, 2018).

The banks in each country are supervised by the country's Central Bank, but in some countries of the EU members countries central bank are not directly involve in financial institution supervision. In Denmark, Germany, Ireland, Sweden, Austria and United Kingdom, banking securities and inspires are analysis and supervised by one regulatory authority. Other countries are regulated by multiple agencies, from one agency in Belgium, Finland, Luxemburg and the Netherlands, two agencies in Greece, Italy, Portugal and Spain and for three agencies plus the Ministry of Finance is France.

The Eurozone.

The Eurozone is the financial economic regulatory structures the major important in. EU. This is made up in countries which use euro as their national currency. In Eurozone there are 16 countries that have more than 40 financial supervisory authorities. This slow the EU’s response to the financial crisis. The  supervision of  its financial control is by home country, with coordination and cooperation among this national regulatory authorities as Committee of European Banking Supervisor (CEBS) ,for banking function and the Banking Supervision Committee of European System of Central Banks  ( ESCB) ,  fore securities , there is the Committee of European Securities Regulator ( CESR) and for insurance and pension the Committee of European Insurance and Occupational Pensions Supervisors ( CEIOPS) insurance and pension the Committee of European Insurance and Occupational Pensions Supervisors ( CEIOPS)

Due to regulation framework where financial supervisor allowed theis supervised institution use model that gave their institution a competitive advantage over other European Union Bank by 2007- 2009 financial crisis was in some Eurozone country financial worse than other.

The poor supervision and they also they developed high profitable lines of business but they took the risk assets off their balance sheet without setting aside the amount of required capital to cushion.










Conclusion and recommendations

The commission need to have focused overall impact rather the quantity of its legislative outputs.

Parliament and council is who take the first responsible for proposal changes, should be good to have a commission to take the lead in ensuring effective impact assessment and more revision is carried out.
The council of European Union have a important function in ensuring that the views of Member state government are taken into account.







Bank liquidity creation

The creation of liquidity is a key reason why banks exist. Liquidity creation is an essential role of the bank, also is important how liquidity change over time and which is the most and least liquidity and risk transformation , liquidity creation is related to bank value. (Bouwman, n.d.)
Bank created liquidity  by funding loans, that they held to maturity, with demandable deposits. Actually banks sell off or securities loans and the funding occurs  via short- term repos or assert bached securities that are subject bank 
The bank create liquidity on the balance sheet by financing relatively 

Liquidity floor improve over the competitive market allocation.

Liquidity regulation potentially mitigate bank vulnerability to liquidity shocks because the financial crisis and bank liquidity creation are often connected. 
Off balance sheet guarantees such as mortgages and business lending during banking crises.
Holding liquidity is costly because less liquid assets usually have higher return.


Regulation structure

The regulation in financial market is difficult because the financial market is complex and unpredictable. The global financial crisis highlights the fact that complacent law-markets and regulation can overlook risk trend.


Regulation  structure is complex and dynamic system such as financial market requires flexibility and adaptability. This Regulation have different phases with specific circumstances. After the crisis OTC derivatives and hedge funds are the primary focus of legislation.
The first phase is increasing supervision and enforcement rules to safeguarding financial stability. (Online, 2014)
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Stakeholder mapping

Triparty system 
Bank reform foreigh


Bank regularion are changing for better or worse, 




























 
























FSAPs- Financial Sector Assessment Programs
IBRD- 
EC- European Comission
IMF- Internacional Monetaria Fundation
ECB- Europen Central Bank
EMU- Economic and monetary Union
ECON- European Parliament Economic and Monetary Affairs Committee
ESRB- European Systemic Risk Board
MFIs- Monetary Financial Institutions
OFIs- Other Financial Intermediaries
EBA- European Banking Authority
FSAP – Financial Sector Assessment Program
ESA- European Supervisory Authorities
Crisis 2008
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Member State level

The competent supervisory authorities of the Member States




