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Financial Stability Group Meeting No. 54 
15 September 2022 

Location: Department of Finance 
 

Attendance: 

  Department of Finance Central Bank NTMA 

John Hogan 

Michael McGrath 

Oliver Gilvarry 

Pat Leahy (Sec) 

Brian Corr (item 7) 

Louise Heenan (item 6) 

Eric Gargan (item 6) 

Bláithín nic Giolla Rua 

 

Gabriel Makhlouf 

Sharon Donnery 

Derville Rowland 

Mark Cassidy 

Vas Madouros 

Adrian Varley 

 

 

Frank O’Connor 

Dave McEvoy 

 

 

Department of the Environment, 

Climate and Communications (DECC) 

Commission for the  

Regulation of Utilities (CRU) 

Paul Bolger (item 5)     Aoife MacEvilly (item 5) 

Kevin Brady (item 5) 

 

The FSG agreed to take the documents circulated as read. 

 

1.  Account of previous Financial Stability Group meeting  

The previous meeting’s minutes were approved by the FSG.  

 

 

2.  Update – D/Finance  

The D/Finance updated on Government policy matters and developments at EU level, including: 

 Work on the Budget is ongoing. The Dáil is focused on the cost of living crisis.  

 Inflation will be a challenge for 2023.  

 Housing remains a major issue. 

 On the energy issue, the European Commission is working on possible solutions.  

 Exchequer returns show significant positive performance. The Department produced a 

paper ‘De-Risking the Public Finances – Assessing Corporation Tax receipts’. This outlined 

potential options for use of additional revenue – such as replenishing the rainy day fund. 

 The Banking Review is expected to be published by end November.  

 The Commission on Taxation and Welfare report launched yesterday. Some proposals will 

need further detailed consideration. 

 

3.  Update – NTMA 

The NTMA updated on their funding position, including: 

 T-bill auction today.  

 The strong Exchequer performance to date and the upcoming 2023 Budget, in the context 

of our funding range gives us choices, including the possibly of not auctioning in Quarter 

4. 

 Discussions ongoing with DECC and NewEra on energy related issues. 

 Green bond sales in Germany and Italy this week. 
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4.  Update – Central Bank 

The Central Bank updated on policy matters, including: 

 The ECB raised rates last week.  

 CBI published its latest macroeconomic projections.  

 

 

5.  Energy Security 

DECC and CRU updated on developments in the energy market sector, followed by a discussion 

by the FSG: 

 DECC and CRU update: 

 market: 75% of the electricity market in Ireland is provided by 3 

generation/transmission companies.  

 stress: with gas prices increasing, stresses have developed in the sector since the 

summer.  One energy retail supplier has left the market. The core suppliers seem well 

financed and resilient.  

 liquidity: energy companies need collateral on a daily basis to deal with financial 

commitments.  

 customer debts: With gas/electricity prices increasing, energy companies also carry 

the risk of customers debt costs. Issues around collateral, hedging and circuit 

breakers in the energy sector will be discussed at upcoming EU meetings, including 

around EMIR and MiFID.  Action is expected by EU Energy Ministers.  However, any 

EU proposals may not benefit Ireland due to our ties to the UK energy market. 

 The FSG decided to form a new Energy Market Sub-Group in conjunction with DECC and 

CRU.  The draft Terms of Reference for the Sub-Group were approved. 

 

 

6.  Banking Workplan –Fragmentation 

The Central Bank, in conjunction with the Department of Finance, introduced a paper on 

fragmentation, as part of the FSG’s Evolution of Banking Services Workplan: 

 Digital technology is transforming the banking sector.   

 The Credit Demand Survey demonstrates a falling demand for bank credit. In the same 

survey, 5% of SMEs applied for non-bank credit. In respect of the non-bank lending 54% 

applied due to working capital requirements, with 24% applying due to a new business 

venture/expansion/purchase of assets or equipment. 40% of these non-bank credit 

providers are asset-backed SPEs. 

 As the financial system becomes more complex, how do we tackle interconnectedness, 

operational resilience and regulation? 

 The high level of Government supported lending schemes is having an impact, but there 

are ongoing concerns around the lack of proactivity by banks.  

 Another factor is that non-bank loan approvals can be quicker than traditional banks. 

Turnover for loans by non-banks is quicker as they lend more asset-backed based credit. 

There is also a demand side problem with aversion debt by SMEs - a legacy of the global 

financial crash. This investment gap arising from the muted credit demand is of broader 

macro-economic concern.  

 Can non-banks provide stability of provision of credit to the economy going 

forward?  More work needs to be undertaken on the long-term resilience of this form of 

finance. 

 It is worth thinking about the role of the credit review office and its appropriate remit. 

 A similar study of fragmentation in the mortgage market will be undertaken for FSG 

discussion in H1 2023. 

 

 

7.  Credit Union Policy Discussion 

The Department of Finance presented on the Credit Union Policy Review, followed by a 

discussion: 



 
 

  

   

3 | P a g e  
TLP: AMBER 

Financial Stability Group 
Owner: D/Finance 

 The size and scale of credit unions has changed in the last 10 years. There are 50% less 

credit unions, but they hold on average 3 times the assets.   

 Credit unions can provide services expected of a community bank.   

 Mortgage and SME lending among credit unions is growing, now 8% of their loan book.  

However, there is a wide variety across credit unions.   

 Credit unions engage in micro and SME lending but not commercial or corporate lending. 

 In recent years, credit unions have begun to issue State guaranteed loans, managed by 

the SBCI. It was noted that ECB interest rate increases will benefit credit unions, but that 

this could discourage growth in lending. 

 Credit unions are an important part our financial system, particularly in areas where retail 

banks have withdrawn.  

 National statistics can hide urban/rural trends.  Non-bank lending for SMEs is more likely 

to be in large cities, and therefore SME lending done by community credit unions in 

country towns is economically valuable.  

 The policy review proposes legislative amendments to encourage collaboration among 

credit unions, to gain more expertise and extend lending to SMEs and for mortgagees.   

 Also provided is additional flexibility to the common bond, to encourage wider/greater 

provision of services to members. 

 Looking beyond the current policy review, the largest credit union holds over €500m in 

assets, which could rise to a billion if there are mergers.  If the trends of recent years 

continue, it is likely that within a decade credit unions will be offering a wider range of 

services, and that many of the smallest credit unions will have merged into larger credit 

unions.   

 It is possible that the regulatory framework needed for larger credit unions will differ 

markedly and, if so, a transition period would be required.   

 It is important to understand the long-term views of credit unions on where they see 

themselves in the future. Diversity of opinion may be a challenge.   

 Regulation should be based on the role we want credit unions to play. 

 The Department will continue to engage with the Central Bank on the legislative 

amendments arising from the policy review and future scenario planning.   

 

 

8.  AOB 

 With the formation of the new FSG Energy Market Sub-Group in conjunction with DECC 

and CRU, the FSG formally disbanded the Ukrainian Crisis Sub-Group.  However, 

engagement between DFIN and CBI will continue on sanctions, including policy updates. 

 In relation to the FSAP process, the FSG agreed to the proposal to be updated on the 

progress of the headline FSSA recommendations ahead of the Article IV process each 

year.  The FSG also formally disbanded the FSG FSAP sub-group. 

 


