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François Villeroy de Galhau, Governor of the Banque de France :  
“We are pragmatic and have many options open for the adaptation of our 
purchase programme” 
 
Andrés Stumpf. Madrid 
 
François Villeroy de Galhau, Governor of the Banque de France, does not like 
receiving much attention but can get quite passionate about monetary policy. Villeroy 
believes that the ECB stimulus has been crucial in revitalising the euro area’s growth 
and inflation.  
 
“In a few months, we will be beyond 1% inflation, which shows we are on the right 
path”, comments Villeroy. In spite of that, some risks could alter these positive 
dynamics which are followed closely by the ECB. Donald Trump’s victory in the US 
presidential elections has sent a mixed signal to the markets, with rises in equities 
and decreases in fixed income securities. “Until March, we will go on implementing 
our monetary policy exactly as we committed ourselves to. As for post-March, we will 
take stock of our progress and we will decide in a pragmatic approach. We have a 
couple of meetings ahead to do that, starting in December. And we have many 
options open for our APP [asset purchase program]: we should exclude a sudden 
stop of its contribution, but look closely at its possible adaptation”, he explains. 
  
The Governor of the Banque de France indicates that the ECB has been following 
very closely the changes in the yields of fixed income products. “Our mandate also 
includes financial stability, so we keep an eye on all possible bubbles. In this respect, 
we think that the assets are overall correctly priced”, he comments. 
  
Among the risks that Europe faces, the Italian referendum stands out, but the 
Governor considers that it is “too early to measure any economic impact”. In any 
case, Villeroy says: “We will accomplish our mandate, pursuing our mid-term target of 
2% inflation”. 
 
Not everybody, however, is satisfied with the actions of the European monetary 
authority and banks have raised their voice as they have seen their profit margins 
being squeezed in this 0% rate era. “Banks tend to talk about the part of monetary 
policy that affects them negatively, but they have benefited from the TLTROs, and 



lower financial costs. If we look at the whole set, the balance is neutral”, he 
comments. 
  
Villeroy considers that the European banking sector is “more solid than ever, with a 
solvency ratio at 14% compared with the 9% registered just four years ago”. Taking 
into account this progression, the Governor considers that “foreign investors are 
underestimating the European banks’ potential which is, except for a few specific 
cases, very robust”. The specific cases that Villeroy refers to – one can think of some 
German, Italian and Portuguese banks – “must and can be addressed quickly” he 
adds. 
 
The Governor stresses that profitability in the banking sector has been impacted by 
the digitalisation needs and by regulatory uncertainty, something he claims must be 
lifted as soon as possible. “After the crisis we had to regulate the European banks 
more in order to follow the correct path. It is now time to end the uncertainty as soon 
as we can”, he explains. 
 
Banking Union  
 
Villeroy considers that putting an end to the regulatory uncertainty that strains the 
different banks is one of the most important steps that remain for completing the 
banking union. “We have a single supervisor and a single currency. We have done so 
much in this process, which is extremely positive for Europe”, he says. 
 
The Governor considers that, once the debate on the resolution of banks ends, with 
supporters of the bail-in and on the opposite side of the bail-out, it will then be time to 
talk about a common deposit insurance and about cross-border mergers between 
banks of different countries of the euro area, something he supports. “In the end, this 
is a private decision between private banks, but it definitely would be positive for 
Europe as it would facilitate the circulation of savings towards areas where 
investment opportunities lie”, he explains. 
 
In Spain and its banking sector, Villeroy sees an example of how reforms can reach a 
good end. The Governor considers that “Spanish banks have had a difficult time 
restructuring, but they are in a good position now, like French banks are”, and does 
not hesitate to describe them as “solid international banks”, especially highlighting 
their geographical diversification.    

 


