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leverage figures may be useful to check the typical bubble-bust type of crisis. It is not clear 
whether this could be applied to the US case where the types of financial institutions are 
more diverse. 

Table 6: Irish Major Banks: Assets and Liabilities 

   (in billions of Euro) 
  
  

December 
2008 

(as % of 
the total) 

December 
2000 

(as % of the 
total) 

Capital and reserves  46   16  
deposits from credit institutions and other 
MFIs(excluding Central Bank) 456 45.8% 63 33.5% 

deposits from other residents 221 22.2% 86 45.5% 

debt securities issued  109 11.0% 5 2.8% 

total liabilities(including other items)  996 100.0% 189 100.0% 

loans to credit institutions and other MFIs 288 28.9% 52 27.7% 

loans to other residents  504 50.6% 105 55.4% 

 term/revolving loans 186 18.7% 39 20.9% 

 residential mortgages 115 11.6% 30 15.7% 

holdings of securities 132 13.2% 14 7.3% 

total assets(including other items)  996 100.0% 189 100.0% 

Leverage*  21.6    11.9   

nominal GDP  186   105  
Total Assets to nominal GDP ratio* 5.35   1.80   

Note: MFIs are monetary financial institutions whose business is to receive deposits and/or close substitutes for 
deposits from entities other than MFIs, and, for their own account, to grant credits and/or make investments in 
securities. 

*Ratios are author’s calculations. 

Source: Central Bank & Financial Services Authority of Ireland. (2009). 

It is important to note that one of the most pressing tasks is the proper consolidation of the 
balance sheets of financial institutions. The 2007–08 financial crisis clearly exposed the risks 
created by the shadow banking system that was spun off by regulated institutions. 
Therefore, the first order of business in improving capital management is to bring all of these 
entities, including structural investment vehicles and the like, within the regulatory framework 
to ensure that appropriate capital is held against all obligations of the financial institutions. 
This will provide a more accurate picture of an institution’s exposures. 

6. CONCLUDING REMARKS 
A healthy financial system is a precondition for sustained recovery. Ensuring financial 
stability requires the redesigning of financial sector policies. For regulatory and supervisory 
policies, it is necessary to adopt a macroprudential perspective to mitigate systemic risks. 

The systemic risks are inherent to the financial systems, specifically, financial products, 
financial institutions, and markets. Regulators must pay attention to various aspects of the 
financial system, and act to identify, measure, and mitigate problems to guard against future 
crises. In this regard, reporting requirements should cover not only financial products but 


