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Consultation by the High-Level Expert Group on reforming the structure of the EU banking 

sector 

1. To what extent are the current and ongoing regulatory reforms sufficient to ensure 

a stable and efficient banking system and avoid systemic crisis? 

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? 

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? 

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? 

On the occasion of the consultation initiated by the high-level expert group on reforming the 

structure of the EU banking sector on 3 May 2012 the European Federation of Building Societies 

(EFBS) would like to convey the following comments. 

General comments 

The EFBS is an association of specialized credit and other institutions promoting and supporting 

housing finance. The activity of the so-called “Bausparkassen” is legally restricted and limited to the 

business field of providing credit agreements relating to residential property for housing finance in 

large quantities. For this purpose, they collect the savings of their customers in a common fund and 

use them to grant housing loans after a certain savings period has ended. The fund is managed, 

steered and controlled by the Bausparkassen in order to guarantee every saver its claim for a 

housing loan, which is generally secured by a mortgage on real estate. 

Bausparkassen may also invest available funds, however only in particularly safe forms of 

investment. National laws restrict them from investing money on the stock market. Further, they are 

not entitled to offer other banking business. Due to these restrictions and their low risk business 

model, the Bausparkassen sector, which exists in Europe in six EU Member States1 and Croatia, has 

been immune within the current financial crisis.  

The idea of institutional separation of banking business fields is already reality for Bausparkassen in 

Europe.  

The limited business fields for Bausparkassen with the prohibition of investment business are of 

specific interest for their customers, who benefit from a stable and sustainable environment. Even in 

times of high interest rates Bausparkassen can offer comparatively low interest rates for housing 

loans. Their banking model allows Bausparkassen to continuously guarantee the supply of their 

customers with mortgage loans with low and fixed interest rates. Therefore, even during the crisis, 

                                                
1 Germany, Austria, Czech Republic, Slovakia, Romania, Hungary and Croatia  
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the confidence which savers have in the Bausparkassen in the EU has been maintained and even 

increased.  

1. To what extent are the current and ongoing regulatory reforms sufficient to 

ensure a stable and efficient banking system and avoid systemic crisis? 

The current regulatory reforms are not sufficient to stabilize the EU banking sector.  

The Commission has published an unbalanced proposal for a Directive on the reform of the 

deposit guarantee schemes. The Commission’s proposal endangered the institutional deposit 

guarantee system and cut off the voluntary deposit guarantee scheme above 100.000 Euro. The 

proposed harmonized funding structure and contributions to the relevant national deposit guarantee 

schemes by the Commission have been based on the business model of universal banks and have 

not taken into account the specific situation of specialized banks with low risk business models. The 

Parliament proposed the necessary amendments to this Directive but the Council so far refuses to 

discuss the results of the first reading of the European Parliament. 

The Council also agreed to weaken the full harmonization approach in the CRD IV/ CRR proposals 

in order to please the British position requiring the opportunity to allow higher own capital for the 

British banks. 

The publication of a draft proposal for a directive by the European Commission establishing a 

framework for the recovery and resolution of credit institutions and investment firms has been 

postponed a number of times due to internal concerns and in the respect of national elections for the 

last six months. Furthermore, the Commission chooses not to regulate foreign currency loans or 

non-deposit lenders, both identified as important factors responsible for the current crisis in 

several Member States. Rather, it tries to impose rules on banks concerning the right of early 

repayment for long term fixed rate loans, although these loans have been proven to be sustainable 

for consumers, the credit institution and the overall economy. 

We welcome the fact, that the Commission published a consultation paper on a possible regulation of 

shadow banks this spring and hope that the EU will propose substantial rules creating a level playing 

field for all actors on the financial markets. The poorly regulated and supervised non deposit lenders 

e.g. in Ireland and the United Kingdom and their securitization techniques were certainly one of the 

main triggers of the crisis.  

But, so far, instead of dealing with these substantial parts of the funding process, which have 

encouraged riskier origination and underwriting standards, the EU Commission has been focusing on 

consumer protection rules for mortgage credit.  

The only legal measure adopted and proposed to reduce the risk of lower underwriting standards for 

loans refinanced via securitization has been the change in Art. 122 of the Capital Requirements 

Directive 2006/48/EC of 14 June 2006. According to this provision a creditor has to retain at least 

five percent of the credit risk of a securitization position in its trading book. 

No other measures have been assessed or evaluated by the EU so far in order to reduce the risk of 

reckless origination and securitization by non-banks. We strongly argue for the commitment of the 

EU to focus on the so far neglected part of the credit granting process in some Member States. 

Furthermore, within the past the European Commission as well as the private banking sector have 

been arguing about the need to create “European Champions” in the banking sector and that at least 

some should be able to compete with their US and Asian competitors. In order to achieve this goal, 
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the DG Competition assessed the competitiveness of savings and cooperative banks. In the course of 

these discussions cooperative banks were declared to be an obstacle to further integration, since 

they cannot be bought like a joint-stock company. To its satisfaction the EFBS noticed that these 

allegations and goals have now turned into the opposite. With respect to the high level experts who 

the Commission has consulted at that time, it is quite interesting to notice, not even five years later, 

the discussion focuses on the issue of too big to fail and looks for measures to prevent it.  

The current crisis is not the first banking crisis in the last 50 years. In this context we are quite 

worried that the ideas how to secure and safeguard the European banking sector changes 

substantially every five years.  

As an association representing specialized credit institutions, the EFBS advocates to keep the 

banking structures established in the European Union as they are, meaning that the cooperative, the 

savings banks and the specialized banking sectors like the Bausparkassen remain as they are.  

It is furthermore necessary to regulate unsupervised banking services provided by non-deposit 

lenders and other shadow banks. In addition, all institutions which grant loans need to apply for a 

banking license. 

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? 

In order to provide an answer to this question, it is necessary to isolate the problems each credit 

institute faces. One of the main issues for the credit sector is the low interest rate scenario. Due to 

the high public debt in many EU Member States combined with a low economic growth and 

important increase of costs, the financial sector is struggling to earn sufficient margins. It is in the 

interest of many governments to keep the European Central Bank key interest rate artificially low, 

but it is vital for the overall economy and the European financial industry to raise the key interest 

rate.  

Another issue for smaller credit institutions is the increased legislative burden they have to cope 

with. The EU changes its legislation constantly and almost every five years. The modifications made 

to supervisory rules, to credit contract law, to rules preventing money laundering, to data protection 

rules, to procedural law, to reporting obligations in the area of tax, supervisory and criminal law, are 

generating high costs, which cannot be covered by smaller credit institutions, such as the 

horrendous additional expenses which will be caused by the technical standards of the EBA. 

Subsequently, small institutes are compelled to regroup as de-regionalized bigger universal banks.  

To the opinion of the EFBS, the EU is beside in the area of relevant institutions with systemic risk not 

in a position to localize failures in the relevant banking structures within the 27 Member States. 

National supervisors are more likely to deliver answers.  

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? 

A radical separation of banking businesses as provided for in the 2nd Glass-Steagall Act from 1933 

might cause problems for smaller and medium size banks, such as the savings banks and the 

cooperative banks. Nonetheless, it could have the benefit to safeguard the deposit of depositors by 

prohibiting retail banks doing investment business. The existing Bauspar Acts in at least six EU 

Member States as well as in Croatia prove that a separation of business activities already exists and 

brings benefit to the consumers and their respective financial markets.  
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Implementing the Volcker Rule into EU legislation by banning proprietary trading on behalf of 

commercial banks could be a solution to make banking business within the EU safer. However, if this 

idea would seriously be debated within the EU one would have to keep in mind that the “pure 

Volcker Rule” was not taken on board by the US lawmaker. The Dodd-Frank Act also created a 

number of exemptions to this ban.  

The idea of “ring fencing” as proposed in the Vickers-Report could reduce risks for retail banks. 

However, they would need to be checked against the rules of the directive (2002/87/EC) on the 

supplementary supervision of credit institutions, insurance undertakings and investment firms in a 

financial conglomerate. Financial institutions with a low risk business model should be subject to only 

appropriate requirements.  

Whichever of the two ideas will influence EU legislation, the limitation of risky activities of financial 

institutions according to the Volcker Rule or the ring fencing according to the Vickers Report, will 

have no effect on the banking business model of the Bausparkassen as they are – as mentioned 

before - already restricted to the collection of savings and to the granting of home loans for housing 

purpose.  

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? 

In this context we are awaiting the European Commission’s proposal for a directive. Due to the 

specific management of closed collective fund schemes, the protection of deposits and safeguarding 

the existing claims from depositors to receive a housing loan, the winding up of a typical 

Bausparkasse is in general regulated in the relevant national Bauspar act.  


