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The Subprime crisis showed that a revision of the current regulatory framework for bank­ ing institutions  is  necessary.  The  near collapse  of  UBS  made  that  need  also  apparent  to FINMA. It has then revised the Banking Insolvency Ordinance among other regulations. The new ordinance has been assessed in this thesis and compared to the results of the economic literature.
Economists have pointed out that a trade-off has to be made between the coverage of a de­ posit insurance and negative incentives for equity and debt holders and the management of banking institutions. The design in Switzerland seems to limit these negative incentives at the expense of a higher coverage of the insurance fund. It has been: shown that the actual des_ign of the insurance fund is favorable due to the fact that it is priy tely organized - a desideratum of economists. However, the problem is the funding scheme. Members of the insurance fund have to provide the required funds to cover the claims, but only if they actually accrue. A pre­ funded fund might be a more suitable  solution. It is also questionable  whether the current amount of covered claims by the insurance funds is sufficiently high. If a large banking insti­ tution goes bankrupt, the insurance  fund will probably not be high enough to cover all the claims.
The TBTF is a broad topic and not only regulated in the Banking Insolvency Ordinance. The regulations stated in this ordinance are, although going the right direction, not sufficient. Additional effort has to be put in by FINMA to make an actual resolution of a banking institu­ tion considered as 'too big to fail' credible. Currently, markets don't seem to fully believe that these regulations can be enforced. These institutions still receive indirect substitutes from the government and by investors, who do not price the risk of such institutions appropriately.
The hail-in approach is a very important tool for FINMA. Unfortunately, the topic hasn't been discussed much in economic literature. It mostly focuses on contingent capital. The de­ sign of such products seems to be crucial for their usefulness. The chosen design of contin­
gent  capital  seems ·	create  negative  incentives  for  equity  holders  and  the  management.


FINMA  has to.


update:. the requirements  of contingent  capital. It has  also been questioned
'

whether higher capital requirements should be preferred over contingent capital. A thoroughly

analysis of this question goes beyond the scope of this thesis because it involves an assess­

ment of the current tax scheme.
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