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EUROPEAN SAVINGS BANK GROUP (ESBG) CONFERENCE

"EU RETAIL BANKING – GETTING REFORM RIGHT"

THURSDAY 2 DECEMBER 2010, 16:00HRS

 

SPEECH 

"RETAIL BANKS AND THEIR CUSTOMERS –  
WHAT CHANGES AHEAD" 

 

Ladies and Gentlemen,  

 

It is a great pleasure for me to join your discussion on 

retail banking and the needs of customers of financial 

services.   

When I took office as Commissioner for Consumer Policy, 

I promised to put consumers first. And indeed – in the 

context of today's event, I intend to share with you my 

understanding of consumer needs and how, in my view, 

they could be met by retail banks.  

Let me start by highlighting what I mean.  
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First, consumers want to be confident that their financial 

interests are protected and safe. This requires a solid 

regulatory framework which the Commission is putting in 

place and consolidating, through various initiatives, in the 

financial services sector.  

Second, consumers need financial information that is 

transparent and comparable. This will help to counteract 

the complaint that consumers often pay more than they 

should for banking and credit services.   

Also, consumers need good advice. Consumers have 

been complaining that this does not happen and that they 

 do not always get the expected return on their savings 

and investments. It is clear that good advice should also 

temper unrealistic expectations. 

Finally, when things go wrong, consumers should be able 

to access easy, inexpensive and fast redress, through 

alternative dispute resolution mechanisms, or, if no 

solution can be found through these means, they should 

be able to resort to efficient court procedures, individually 

or collectively. 
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I have to note that consumers often do not feel well-

equipped to make many of the choices demanded of 

them, because they simply do not possess the, often 

sophisticated, knowledge and skills that are necessary to 

understand some financial services.  It is therefore also 

important to empower consumers through an adequate 

level of financial education.   

No doubt the financial crisis has taught us lessons that 

we will put to good use in the design and implementation 

of future policies.   

In order to produce good and smart regulation we need to 

base ourselves, first and foremost, on evidence. In the 

consumer area, the Consumer Markets Scoreboard and 

the related in-depth studies provide us with challenging 

evidence.  

The Commission has now produced the fourth edition of 

the Consumer Markets Scoreboards that covers fifty 

markets.  Among these are three financial services 

markets: "investment, pensions and securities", "credits" 

and "current accounts".   

I have to say that, regrettably, these markets appear in 

the lower part of the overall performance ranking of the 50 

surveyed markets.  
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The Scoreboard has shown that consumers have the 

highest levels of dissatisfaction in investments, pensions 

and securities and that price divergences are the greatest 

in current bank accounts.   

This evidence paints a picture of markets in which the 

confidence of consumers clearly needs to be 

strengthened.  

 

In order to achieve this objective, I believe that we also 

need to better understand the behaviour of consumers. In 

this respect behavioural economics can provide useful 

insights.  

 

A recent Commission study on Retail Investment 

Services, for example, has shown that standardising and 
simplifying product information could improve consumer 

choices.    

 

I plan to use this broad evidence base to improve 

financial services for consumers. And for doing that, once 

the basic necessary regulatory framework is in place, I 

believe that we should focus on information, advice and 

education. 

 

Information 
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When looking for a financial product, the first step that 

consumers take is usually to search for information on the 

options and the costs of this product.   

Consumers need to be able to judge whether one offer 

represents better value for money than another.  They 

should have access to clear and comparable pre-

contractual information so that they can make an 

informed choice.  

We have gathered a great deal of data from surveys and 

studies spread over the last couple of years. And our 

analysis indicates that consumers benefit most when 

information is concise, comprehensible and comparable.  

It may seem obvious, but research confirms that 

consumers simply do not read long documents.  For 

example, in the UK we found a credit agreement which 

took fifty-five minutes to read.   

As well as brevity, the vast majority, about 80%, of 

Europeans think it would be useful if all financial services 

providers used a standardised information sheet for 

comparing products. Easier comparison would encourage 

consumers to become more active market participants. 
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We know, for example, that non-transparent or misleading 

information inhibits consumers from exercising their right 

to change providers. The number who switched bank 

account providers has remained static, at around 9% 

since 2007.  

We have already made some progress on providing 

standardised and comparable information.  

The Consumer Credit Directive, which is now in force in 

the EU, uses a standard sheet for pre-contractual 

information.  As part of our evidence base, we tested the 

format of the sheet with a consumer focus group.  The 

result is that it can be easily compared from one bank to 

another so that consumers can choose the best deal. 

In investments too, a standardised format is part of the 

new Key Investor Information Document accompanying 

the revised Units in Collective Instruments in Transferable 

Securities (UCITS) Directive. This echoes the behavioural 

economics findings on how to improve consumer choice 

in investments.  

In the area of mortgages, the pre-contractual information 

sheet, called the European Standard Information Sheet - 

or ESIS -, has also been tested in order to turn it into an 

easy-to-read, comparable format.   
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Bank fees is another area where we need to learn from 

what already exists in terms of comparable pre-

contractual information.  

Our market monitoring identified the lack of transparency 

in bank fees as a key issue and showed the necessity to 

make bank account fees more transparent and 

comparable for consumers.  

I am pleased that with Commissioner Barnier we are 

taking steps to address the main problem areas that are:  

- confusing fee terminology, 

- access to fees records for consumers, and 

- the absence of comparable information on individual 

fees. 

 

Now that we have launched this initiative on bank fee 

transparency, I look forward to seeing the results of the 

work of the banking industry next year.  

I am convinced that improving transparency and 

comparability will not only benefit consumers but also 

encourage competition and benefit the industry.  
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Moving on from information on credit, on savings and on 

fees, I would like to address some issues around advice.   

Consumers nowadays routinely seek financial advice.  

This advice should be suitable and objective.  

The impact on consumers of poor financial advice is not 

just theoretical. It can be seen in the level of losses they 

incur.   

So how can we improve the current situation?    

At present, my services are completing a mystery 

shopping study on investment advice.  Its aim is to see 

whether the advice process is comprehensive and useful 

for consumers and whether investment recommendations 

comply in practice with EU legislation which is there to 

protect consumers.   

Turning to responsible lending for mortgages, I am 

contributing to the work of my colleague Commissioner 

Barnier on this issue that is very important for consumers. 

 The provisions on pre-contractual information and 

product explanations contained in the Consumer Credit 

Directive, which is under my responsibility, provide a 

useful benchmark to the ongoing work.  
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But besides working on the regulatory side, I am also 

supporting initiatives to train non-profit making bodies 

who advise consumers on financial issues. This work 

should  contribute to empower consumers in making the 

right financial choices.   

I would now like to mention financial education. This is a 

critical area, where we can play a supportive role to the 

Member States in helping consumers to assess their 

needs and the products on offer.  

 

Although it is complementary to other initiatives, financial 

education can contribute to empower consumers and 

raise their confidence.  

 

It is clear that every consumer requires a certain minimum 

capacity to understand financial services issues. The 

more complex financial services become, this need 

increases. 

 

Conclusion 

Ladies and Gentlemen, 
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I would like to conclude by reminding you of those 

messages that we receive from consumers who are 

dealing with financial services.  

I am committed to responding to the evidence and to 

putting better quality information, advice and education at 

the consumer's disposal.   

As Commissioner for Consumer Policy, I want to see 

consumers who are not afraid to deal with financial 

services.  

I would like to see empowered consumers who are able 

to choose the product that they need, to get the best deal 

and to switch providers if they want.  

All this will help to boost the overall confidence of 

consumers in the Single Market and will also help the 

retail banking industry to innovate and to increase 

competitiveness. 

Thank you very much. 

 

END 
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