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Reply Question Nr 1 
To what extent are the current and ongoing regulatory reforms sufficient 

to ensure a stable and efficient banking system and avoid systemic 

crises? 

 
1. Considering the ongoing financial and debt crisis we welcome 

all efforts to stabilize the banking system. However presently we 
rather see a lot of activities in the banking sector legislation 
which due to time pressure might have unintended 
consequences such as unintended deleveraging or increased 
refinancing costs. 

2. The CRD IV / CRR will implement new capital requirements to all 
European banks and will considerably enhance the stability of 
banks in the EU. The Basel III Accord will certainly contribute to a 
more sustainable and stable banking structure in Europe. 

3. Moreover, the upcoming proposal for a Directive on Crisis 
Management could be the key for a controlled resolution of 
large complex cross border institutions and therefore for a stable 
banking system as a whole. Institutions and authorities will be 
required to draw up recovery and resolution plans for the event 
of a material deterioration of their financial situation. Furthermore 
the Crisis Management Directive provides resolution measures 
when an institution fails and is likely to fail and will enable public 
authorities to take mandatory measures in case of resolution. We 
think that the Crisis Management could be a further step to 
ensure a safe and stable banking sector as it provides effective 
measures in case of failure whereas in normal times credit 
institutions should be free to choose the most efficient structure 
and business model. 

4. All proposals, however, should respect proportionality. Small local 
banks should not be subject to SiFi rules, as they do not represent 
a systemic danger on a stand alone basis. For the same reason 
only 71 out of approx. 8300 banks have been subject to EBA 9% 
rules. 

                                            
1 Raiffeisen Zentralbank Österreich AG, Am Stadtpark 9, A-1030 Wien, Register ID 
number: 33858106461-10. 



 

 
 

Reply Question Nr 2 
Which structural reforms would improve the safety and efficiency of the 

banking system in the EU in the near term? In the long term? 

1. At the European level there a several regulatory reforms in 
negotiation which aim to prevent systemic risks and try to make 
the European banking system more safe. We are of the opinion 
that the ongoing regulatory reforms (e.g. CRR/CRD IV, Crisis 
Management-Directive, more transparency for rating agencies) 
should be first finalised and after a certain period of time the 
impacts of these new regulatory standards should be evaluated 
before a structural reform is hastily decided. Although the 
Commission provides in its proposals an impact assessment for 
the future effects of its legislation, the actual consequences of 
certain provisions may only be evaluated ex-post after 
application of this provision in a certain period of time.  

2. Moreover we are of the opinion that there is still a lack of 
legislation for not regulated financial firms and hedge funds 
(shadow banks). While in the past the legislative bodies had 
focused on the regular banking sector and made different 
proposals for banking regulation, there are still not sufficient rules 
for the shadow banking sector. Shadow banking has become an 
integral element for the systemic risk of the financial sector but 
still these not regulated financial firms and hedge funds are not 
seriously touched by the latest rules.  

3. As long as the regular banking sector remains strongly regulated 
and there do not exist comparable rules for shadow banks a safe 
financial system remains an illusion. Regarding the trading 
volume in the non-banking sector it is not comprehensible that 
this sector is still insufficiently regulated. Furthermore we see in this 
unsatisfactory legislative situation alongside the increased 
regulation of the regular banking sector a clear but undesirable 
incentive and therefore the serious threat that certain banking 
activities will migrate to the shadow banking sector.  

4. Therefore we think before reflecting upon any structural reforms 
that an appropriate legislation for shadow banking can 
contribute to a stable financial system in the near and the long 
term. 



 
Reply Question Nr 3 

What are your views on the structural reform proposals to date (e.g. US 

Volcker Rule, UK ICB proposal)? What would be the implications of 

these proposals on your institution and the financial system as a whole 

 

General remarks 

1. US Volcker Rule and the Vickers Report refer to classical banking 
group structures where the group holding company is publicly 
quoted. This is reasonable as such banking groups tend to be of 
systemic importance and understandable as in the US and in the 
UK investment banks have a bigger impact on the economy. 
However the structure of the EU banking sector is diverse and not 
homogenous. In Europe you find different banking models like 
banking groups, regional saving banks, mortgage banks and 
cooperative banks. Out of 8.300 European banks approx. 3.900 
are constituted in the legal form of cooperatives.  

2. All types of banks have their own structure and are not 
comparable to the others. For example cooperative banks have 
a special ownership structure, which means that all locals banks 
have holdings in regional credit institutions and/or the central 
credit institutions. The Austrian Raiffeisen Banking Group has a 3 
level structure: the local banks have holdings in the regional 
credit institutions whereas the latter hold shares in the central 
credit institution Raiffeisen Zentralbank Österreich AG. 

3. Most of the credit institutions in the Austrian Raiffeisen Banking 
Group are applying the so called “all-finance” concept for its 
customers. This traditional client-focussed continental European 
universal banking model provides that every single credit 
institution offers retail services (deposits and loans) and to a lesser 
extent ancillary services to customers such as derivatives, interest 
rate swaps, real estate financing or export financing. A co-
operative bank that provides these services in one entity is more 
cost efficient for customers, can better diversify its risk exposures 
and the customers benefit of this one-stop-shop model. 

4. The diversity of the structure of European banks and the universal 
bank approach of most of European banks are a strong 
advantage compared to markets with a more fragmented 
banking sector and where, as a consequence, banks are much 
more focused on one single business model. 

5. We are seriously concerned that the Liikanen group will focus on 
the “banking sector” without any differentiation. The structure of 
a bank depends on the business model, the size and the risk 
profile of the institution in question. Between the European 



banking and more fragmented banking sectors as well as 
among European Banks there are important differences 
regarding business concepts and company models. 

6. A “one-model-for-all approach” cannot be the solution for 
Europe. Consequently we do not think that there is a general 
concept on how a banking group should be structured in 
Europe. 

7. One has to bear in mind that the 2007 crisis was triggered off by 
an investment bank and nonetheless infected the banking 
industry on a world wide scale. Furthermore in the wake of the 
financial crises even certain savings banks have become victims 
of an asset (real estate) price bubble in business activities which 
would be even permitted by the Vickers report proposals. We 
see even in a separated environment bursting asset price 
bubbles would impact industrial production, trade and services 
and thus lending business. 

8. Negative consequences of asset price bubbles for banks and 
public households can be reduced by capital adequacy rules 
and resolution planning, which are on the European level on 
their legislative way. Structural reforms do not seem to be the 
adequate instrument to prevent asset price bubbles in the future. 

9. It has to be stressed that the initiatives mentioned (Vickers 
Report, Volcker Rule) are just the most prominent examples of 
national measures. Many countries formally or informally limit 
capital and liquidity management at a national level for banks 
active within their territory, thereby creating additional burdens 
for internationally active banks. 

 

Consequences of the Vickers Report 

 

1. The Vickers Report would forbid shareholdings of ringfenced 
entities into entities conducting businesses which are not allowed 
for ringfenced entities. The cooperative structure of the Austrian 
Raiffeisen Banking Group where a group of smaller banking 
entities owns a bigger banking entity provides that local 
Raiffeisen banks, which predominantly pursue ringfenced 
services, hold shares in regional credit institutions which pursue 
“prohibited” business according to the Vickers Report. 
Additionally this ‘reverse’ shareholder structure of the Austrian 
Raiffeisen Banking Group does not allow the separation of 
mandated and prohibited activities under a common holding as 
the smaller entities will always have holdings in the bigger 
common banking entity that is engaged in prohibited activities. 
As a consequence the approach of the Vickers Report would 



break up the entire structure of the Austrian Raiffeisen Banking 

Group and would delete any decentralized structure in Europe.  

2. Additionally according to the Vickers Report banks could pursue 
all permitted services only within the EEA.  This provision could 
cause serious harm to cross-border banks which are also active 
in non EU Countries. These banks would have to sell all of its 
entities outside the European Economic Area even if they only 
engage in permitted, ringfenced activities. This approach of the 
Vickers report makes large parts of the traditional client-focussed 
continental European universal banking largely impossible since 
it would de facto prevent banks to provide business with non-
European Economic Area-subsidiaries or trade and export 
financings requested by its clients.  

3. The implementation of the Vickers Report would result in a severe 
instability of the liquidity flows within the Austrian Raiffeisen 
Sector, as Raiffeisen banks would be forced to place surplus 
liquidity not inside but outside the Sector. This would, inherently, 
increase the risk exposure of the Raiffeisen Sector. 

 

Consequences of the Vickers Report in detail 

 

1. Cooperative banks in general do not pose a systemic threat on a 
stand alone basis. Generally they also do not have access to 
capital markets and they often commonly own regional or 
national central institutions. These regional or national central 
institutions provide access to capital markets and specialised 
banking & ancillary services (e.g. investment banking, leasing, 
factoring, etc.). Sometimes they own foreign subsidiaries, i.e. the 
central institution acts as holding of an international banking 
group. 

2. Some of the credit institutions in the Austrian Raiffeisen Banking 
Group pursue business which would be prohibited for a ring-
fenced bank, including, without limitation the following: 

i. Structuring, arranging or executing derivative 
transactions (as agents or principal) for their clients; 

ii. Underwriting the sale of debt or equity securities 
(including private placements) as part of their 
comprehensive service to fulfil their (predominately) 
corporate client’s financing requirements; 

iii. Offer structured securities to enable their respective 
clients to invest into bespoke risk profiles; 



iv. Investing into stock, corporate debt securities and 
other securities as well as originating, trading, lending or 
market making in securities as part of their efforts to support 
the above mentioned services; 

v. Offer services outside the European Economic Area, 
such as trade and export finance (e.g. as confirmation of 
letters of credit or granting of export loans) to support their 
corporate clients’ export activities. 

vi. In addition, the Raiffeisen Bank International AG 
operates a network of bank and leasing subsidiaries and 
branches with universal bank activities within and outside 
the European Economic Area. 

3. Local Raiffeisen banks keep their surplus liquidity with the regional 
Raiffeisen banks which in turn do the same with Raiffeisen 
Zentralbank Bank Österreich AG and Raiffeisen Bank 
International AG. During the crisis this liquidity pool was a 
guarantee for stability. 

4. Possible consequences of the proposals described in the Vickers 
Report: 

a) We understand that the provisions described in the Vickers 
Report would forbid shareholdings of ringfenced entities into 
entities conducting businesses which are not allowed for 
ringfenced entities (see item 3.74 of the Vickers Report). As a 
result, the local Raiffeisen banks, which predominantly pursue 
ringfenced business, would have to cease to hold shareholdings 
in the regional Raiffeisen Landesbanken. In other words: at one 
stroke the entire structure of Raiffeisen Austria would be 
eliminated. This scenario would have the consequence that the 
local Raiffeisen Banks could not offer certain services to their 
customers as they would not get any further support by the 
regional Raiffeisen Landesbanken. 

b) We understand that banks need to (legally) separate their 
businesses between ringfenced businesses and non-ringfenced 
businesses. This means that any organisation within the Raiffeisen 
Sector cannot conduct ringfenced business out of the same 
legal entity from which it provides prohibited services. This would 
require a split-up of the current business structure especially on 
the level of the regional Raiffeisen Banks and, to a lesser degree 
on the local Raiffeisen Banks.  

 
c) Additionally according to the Vickers Report the Raiffeisen Bank 

International AG would have to sell all of its subsidiaries outside 
the European Economic Area even if they only engage in 
permitted activities. This conclusion clearly contradicts the EU´s 



bilateral trade agreements and the EU's open investment 
approach guaranteed by Art. 63 of TFEU (Treaty on the 
Functioning of the European Union), which explicitly states that: 
"all restrictions on the movement of capital between Member 

States and between Member States and third countries shall be 

prohibited."  Furthermore this structural reform proposal would 
result in a distortion of competition and a discrimination of 
European cross-border banking groups which are also active in 
non EU countries. 

d) We understand that ringfenced entities must: 

i.  not have any exposures to a non-ringfenced bank or a non-
bank financial organisation outside its corporate group (item 
3.39 Vickers Report) and  

ii.  apply regular legal lending limit restrictions to exposures 
within its corporate group (and vice-versa; item 3.87 of the 
Vickers Report). 

The implementation of these recommendations would result in 
severe restrictions of the liquidity flows within the Austrian Raiffeisen 
Sector. As a result, members of the Raiffeisen Sector might be 
forced to place surplus liquidity outside the Sector which would, 
inherently, would result in a severe instability of the liquidity flows 
within the Austrian Raiffeisen Sector. 

 

Volcker Rule 

 

1. The implications of a possible regulation such as the so-called 
Volcker rule (a part of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act) on the Austrian Raiffeisen Sector is 
more difficult to predict because the concept as discussed in the 
US is very complex and foresees numerous not yet specified 
exceptions. The cornerstones of the Volcker rule are as follows: 

a) Commercial banks are prohibited to conduct ‘trading a covered 
financial position in a trading account’. There are a number of 
exceptions (which are unclear and must still be defined) – 
however, many banks within the Austrian Raiffeisen Sector (like 
many other banks in Europe) conduct some sort of trading 
activities part of which might have to be ceased under a 
regulation of the nature of the Volcker rule. 

b) The Volcker Rule prohibits a banking entity from sponsoring or 
retaining as principal an ownership interest in a covered fund 
(whereby covered funds include issuers defined as “investment 
companies” under the Investment Company Act of 1940 (some 
exemptions) and commodity pools. As it looks, this would hamper 



the Raiffeisen Sector’s activities with respect to its asset 
management companies or, at least, to make investments (e.g. 
as seed money) therein. 

c) Indirectly, experts estimate that the Volcker rule will cause 
reduced market liquidity, wider bid-ask spreads and greater 
volatility. Ultimately, this exposes any banks holding traded 
positions to possible mark-to-market losses. 

 
Reply Question Nr 4 

What are the main challenges of your financial institution as regards 

resolvability? Are you implementing structural changes to your 

institution in the framework of your recovery and resolution planning? 

  
We are following the ongoing discussion. Additionally there is a 
move of the Austrian regulator to develop a basis already in the 
current year for the recovery and resolution planning of the 
larger banks. There are preparations of the regulator to develop 
templates which are still going on and are not finished at the 
moment. As there is still significant uncertainty about the 
outcome it is hard to predict future developments.  

 


