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Market Crashes Compared
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The BIS Suggests Global Banks Need to “Bridge the Last Mile”
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“Freeze on bank dividends and share buybacks” BIS Chairman, Agustin Carstens

“Major central banks have rushed to pour trillions of dollars wortih of
emergency funding into the global banking system but that money needed to

reach those who need it,” Carstens said.

A first step towards bridging what he called “the last mile” would be for banks
to use their capital buffers while “a global freeze on bank dividends and share

buybacks,” was also needed.

A second step he recommended would be government-guaranteed loans by
banks to small and medium firms, equal to the amount of taxes each paid last

vear, although it should only go to those that were profitable last vear to limit

scope for corruption.

These “tax deferral loans” could be securitized and refinanced by the central

bank, with any losses to be borne by governments.
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38, EIOPA urges (re)insurers to temporarily suspend all discretionary dividend

distributions and share buy backs

However, the German regulator, BaFin, has stated that it considers the approach to be

unnecessary for insurance companies.

Mixed responses from European regulators

On 2 April 2020, the European Insurance and Occupational Pensions
Authority (EIOPA) urged all (re)insurers to temporarily suspend dividend
distributions and share buybacks. The response from insurance regulators in
EU countries has been mixed. In some countries the regulator has followed a
similar approach. However, the German regulator, BaFin, has stated that it
considers the approach to be unnecessary for insurance companies.

EIOPA'’s statement

EIOPA’s statement expresses the need for insurance companies to take all
necessary steps to preserve their capital position while there is uncertainty
about how the COVID-19 crisis will impact on their solvency and financial
positions. Accordingly, EIOPA ‘urges’ insurance companies to suspend all
discretionary dividend distributions and share buy backs until the economic
and financial impact of COVID-19 becomes clearer. EIOPA also states that
companies should take a similarly prudent and flexible approach when
reviewing their remuneration policy and suggests that bonuses should be set
at a ‘conservative level’ and possibly postponed.
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