
Resumé/Summary 

The goal of my thesis was to clearly map the system of central bank’s 

regulation and supervision of financial institutions through defining different entities 

that operate in the market and risks they take. I tried not to limit my thesis to the Czech 

banking market but to assess impacts of significant EC directives regarding regulation 

and supervision on our legal order. The reason for my research was to solve a disputable 

issue concerning the suitability or even necessity of the financial sector regulation, 

compared to the claim of some economists who incline to the concept of avoiding the 

financial market regulation. In my opinion, banking regulation seems to be a 

completely natural phenomenon with positive impact on the entire economy, which 

mostly arises from the bank position that has to be different from other industrial 

or trade companies.         

The thesis consists of four chapters with each chapter focusing on specific 

aspects of banking regulation and supervision. 

Chapter one defines key institutions of the financial market, which are 

commercial banks, other financial institutions and regulated entities in the position of 

regulated and supervised persons on one hand, and the regulating and supervising 

authority on the other hand, which is the Czech National Bank in the Czech Republic. In 

this context, I analyse different types of risks that banks and other financial institutions 

undergo. I believe that risks are rather underestimated in general. This is also a 

reason why I included a chapter regarding the risks at the very beginning of my 

paper. I see the risks as a cornerstone of banking activity, the correct or incorrect 

regulation of which can bring positives or negatives to the banking business. In my 

view, a correct classification of different risk categories is necessary to target their 

negative consequences. No banking activity is without a risk due to the 

considerably uncertain environment in which banks do their business. 



Central bank’s regulation and supervision of financial institutions in the Czech 

Republic is mapped within the second chapter. In the introductory excursion, I present 

a definition of the banking system in the Czech Republic. Furthermore, I focus on 

explaining issues regarding national and Community legal regulations. The EC 

directives and new caution rules are projected in the Czech National Bank Act, Banks 

Act, Insurance Industry Act and many others. This is why I deal with the interpretation 

of concepts Basel I and II for banks, the Capital Requirements Directive (CRD) and 

concept Solvency II for insurance companies. Discussion of the very terms “regulation”, 

“control“ and “supervision” is also worth mentioning, in my opinion. In the fourth part 

of this chapter, called „Reasons for the Existence of Banking Regulation", I explain the 

need of regulation and supervision depending on the extent of the central bank’s 

independence. 

Chapter three deals with specific regulation tools. In addition to the process of 

granting a banking licence as a prerequisite necessary to enter the banking sector, I also 

deal with the definition of the comprehensive licence. Basic requirements that banks 

have to meet if they are interested in the banking business are sometimes called 

authorisation criteria. In my paper, the most space is dedicated to the capital adequacy, 

which is used to measure a financial risk of the entity and determine corresponding 

minimal level of capital. A system of mandatory insurance of deposit debts, as well as 

the central bank’s position as the lender of last resort serve as a possible salvation of a 

commercial bank in a situation when the bank is facing financial difficulties.  

In the fourth chapter, I present a description of the specific tools of 

supervision. These include remote supervision and on-site inspections, including 

dealing with deficiencies in the activity of a bank or foreign bank’s branch. If an entity 

is not able to achieve optimisation by adopting corrective measures, the central bank 

might take other steps (sequestration, bank’s liquidation, licence withdrawal) leading to 

a controlled exit of the entity from the banking sector. 

 

In my opinion, central bank’s regulation and supervision of financial 

institutions cannot completely prevent the bankruptcy of regulated/supervised 



entities. Management of the financial institution, that is particularly its board of 

directors, have to be held clearly accountable for the administration and 

management, financial management, compliance with legal regulations, as well as 

for a remedy in case of any deficiencies in its activity. With respect to a significant 

expansion of the Community regulations, I suggest that banking regulation and 

supervision keep being applied in a way which respects the extent of independence 

of each EU member state’s central bank. I consider the European regulation 

necessary particularly because of a certain supranational unification which 

should, however, only be pursued as a minimal framework or standard. I suggest 

that the competencies themselves be left to the National Central Bank.



 


