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Sources: OECD, Thomson Reuters Datastream.
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Build-up of vulnerabilities in the pre-crisis period …

Microeconomic factors

• Search for yield
• Financial innovation (e.g. securitisation)
• Underestimation of bank risk

o (Too) easy regulation
o Weak internal risk management
o Inadequate supervision

Macroeconomic environment

• Strong growth and low inflation
(Goldilocks economy)

• Rising global imbalances
• Low interest rates à buoyant lending to 

households and companies

Annual GDP growth (%)

Inflation (%)

Euro area US

Source: OECD.
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Tensions spread globally in Summer 
2017
• Increased uncertainty and risk repricing
• Liquidity crisis

… amplified the triggers of the financial crisis

‘Subprime’ crisis in US mortgage 
market in 2006 

(following Fed interest rate hike)

September 2008:
Bankruptcy Lehman Brothers

Financial unrest escalated

Source: JP Moran Chase.
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Sources: OECD, Thomson Reuters Datastream.
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In a context of financial turmoil, the ECB is "lender of last 
resort"

Normal times Liquidity problems

► Concern about the quality of bank balance sheets and collapse of Lehman Brothers 
lead to major turmoil on international money markets

► Borrowing money on the financial markets becomes virtually impossible for many
banks

► Central banks and governments have to put together support measures
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Between 2008 and 2012, the central bank balance sheet 
fluctuated along with the financial tensions and thus demand 
for liquidity from banks
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The government also aided the banking sector (e.g. through 
capital injections), contributing to a rising debt ratio
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Sources: OECD, Thomson Reuters Datastream.
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greatly reduced
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Double-dip recession in the euro area caused considerable
economic slack …
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… that pushed inflation down.

APP 
announcement APP 

announcement

Sources: Bloomberg, ECB.
1 Total HICP inflation excluding energy and food. 
2 Implicit inflation rate derived from swap contracts hedging the inflation risk in the euro area during a five-year period starting five years after conclusion of the contract.
3 Average of the aggregate probability distribution of five-year inflation expectations. The data were obtained from the ECB’s quarterly survey of professional 
forecasters.
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Monetary stimulus intended to support the economy and bring 
inflation in line with its target
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Recessions associated with financial crises are longer and 
more severe than other recessions
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Financial crisis

► How can we prevent them from happening again?
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Increasing resilience in the medium term: reforms have 
been achieved but further steps may need to be taken

Realised Unfinished agenda
Fiscal policy and
surveillance

reform of Stability and Growth 
Pact (SGP)

increase transparency of the rules 
and improve implementation
need for a fiscal stabilisation
function?

Macro-economic
surveillance

Macroeconomic imbalance 
procedure (MIP) and European 
Semester

improve implementation of 
country specific 
recommendations (CSR)

Emergency financial 
assistance

European Stability Mechanism
(ESM)

Strengthening and further 
development of the ESM

Banking union

Single Supervisory Mechanism
(SSM)
Single Resolution Mechanism 
(SRM) and Single Resolution 
Fund (SRF)

last resort fiscal backstop for the 
Single Resolution Fund

European Deposit Insurance
Scheme (EDIS)
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In Belgium, activity has been growing at a continuous 
(but moderate) pace for 5 years

Sources: EC, NAI.
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Activity is firming, but risks are looming: Mounting policy 
uncertainties worldwide…

Uncertainty index of US trade policy1

Sources: Policy Uncertainty. Baker, Bloom et Davis (2016), EC.
1 Number of articles refering to the uncertainty of US trade policy in American newspapers.
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Currencies of many EMEs depreciated substantially in 2018
(EUR / EME currencies; 1 Jan. 2017 = 100)

Sources: Thomson Reuters, ECB.

… already impacted vulnerable emerging economies
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Risks in Europe: Brexit, Italy
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Debt levels are still elevated, as the deleveraging is slow 
and uneven across countries

Debt of the non-financial private sector
(in % of GDP)

Sources: ECB, EC.
¹ Between 2008 and 2018.
² EC 2018 Spring forecast.
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The crisis intensified the downward trend in potential 
growth in Belgium…

Sources: NAI, NBB.
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Employment rate of risk groups
(2017, in % of the corresponding population aged between 20 and 64 years)

Source: EC (LFS).

BE EU

Total 68,5 72,1

Women 63,6 66,4

Low skilled 45,9 54,9

55-64 years 48,3 57,1

Non-EU citizens 41,6 57,4

The employment rate should increase further in Belgium
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The transition towards the labour market should be 
enhanced, in a context of shortages

6

7

8

9

10

1
98

7

1
99

0

1
99

3

1
99

6

1
99

9

2
00

2

2
00

5

2
00

8

2
01

1

2
01

4

2
01

7

Unemployement rate
(in % of population aged 15-64 year)

Difficulties in matching supply to demand
(breakdown of employment by skill level and unemployment by level of 
education, in % of the population aged between 15 and 64 years, 2016)

Source: Eurostat.

20
18

 Q
1



32

Overview

I. Flashback: A crisis in different stages called for strong monetary policy 
actions

II. National and EU authorities also took their part in the policy response to
the crisis

III. Where do we stand? Risks and challenges going forward for the
Belgian economy

IV. Outlook for the financial sector and risks going forward



33

Main drivers of restructuring in the banking sector

► Measures imposed by the European Commission on a number of Belgian 
financial institutions in return for the state aid received

► Fundamental revision of the regulatory frameworks for banks (Basel 2.5 
and Basel 3) and insurance companies (introduction of Solvency II) which 
integrated the lessons of the crisis 

► Lessons learned during the crisis by bankers as regards the weaknesses 
in the business models of the pre-crisis period

► Combination of an unusually low interest rate environment with the 
increasing digitalisation of finance
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Ten years after the crisis - outlook for the financial sector
and risks going forward

► Belgian banking and insurance sectors are back to a relatively sound

financial situation, thanks to major restructuring efforts in the post-crisis

years

► Bank restructuring significantly reshaped the business model :

● back to basics : increased focus on financial intermediation

● back to Belgium : sharp reduction in non-core foreign assets

● more robust balance sheet (less leverage; more liquidity)

► Insurance restructuring mainly driven by the low interest rate challenge for 

traditional life insurance
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Bank restructuring and deleveraging ...
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... but dynamic domestic lending
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Banks recovered their profitability ...
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... and raised their resilience

► Key ratios for the banking sector

In % 2016 2017 2018 
(June)

Return on equity 9.2 8.9 8.1

Return on assets 0.6 0.6 0.5

CET1 capital ratio 15.7 16.2 15.3

Liquidity coverage ratio 140 138 133
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Risks / challenges going forward

► Adverse interest rate scenarios  :
● Low-for-long 
● Snapback

► Belgian residential real estate market

► Digitalisation
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Adverse interest rate scenarios : banks
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Adverse interest rate scenarios : insurance
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Residential real estate market
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Digitalisation

► Opportunities :
● Cost savings / efficiency gains
● Improved customer relationship

► Risks :
● « Miss the boat »


