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Answers to the Consultation by the High-level Exper t Group on 
reforming the structure of the EU banking sector 
 

Dear Ladies and Gentlemen, 

 
The Federation of Austrian Industries welcomes the opportunity to answer the consultation by the 
High-level Expert Group on “Reforming the Structure of the EU Banking sector”. We support the 
European Commission’s intention to draw lessons from the financial and economic crisis and to 
restore stability and governance of the financial sector. Much improvement has already been seen in 
the course of the discussions of Basel III (CRD IV / CRR I), which stabilizes and strengthens the 
banking sector thru, among others, requirements directed towards financial institutions to hold more 
core capital of higher quality and the introduction of capital buffers . Also, the currently awaited 
legislative proposal of the European Commission on “Crisis Management” will further contribute to the 
improvement of stability and trust in the banking sector. The current initiatives of banking reform serve 
to address many of the issues that have been stipulated by the FSB and the BCBS as a consequence 
of the lessons learnt of the recent crisis. 
 
However, we believe that these currently discussed and ongoing legislative proposals are sufficient to 
stabilize the financial sector at this stage. It will be crucial to evaluate their effects on the real economy 
and on the stability of the banking system before new regulatory proposal are discussed.  
 
 
Questions to corporate customers: 

 
Question 1: What are the main banking services and products that you seek from your bank? 
 
The European economy is, to a great extent, financed by classic bank credits (estimates: 70%). 
Hence, most of Austria´s companies are engaged with their bank thru credit services. However, the 
retail financing segment is closely interconnected with investment banking services, such as liquidity 
management, the hedging of foreign exchange and interest rate risks, syndicated loans or the 
issuance of corporate bonds. The current banking structure of Austria offers adequate financial 
support and thereby meets the needs of its corporate customers very well. 
 
Question 2: What impact do the current and ongoing financial regulatory reforms have on the 
availability and cost of financing and other custom er services of banks? 
 

- Basel III : The Federation of Austrian Industries welcomes the strengthening of capital 
requirements for financial institutions. More capital of higher quality will certainly contribute to 
stabilizing the banking system and will help to avoid future banking crisis. It is a general fear 
that the impact of the gradual implementation of Basel III requirements will, on the one hand, 
lead to higher costs of credits, and on the other hand, lead to a credit crunch in the real 
economy which needs to be avoided by all means. Necessary liquidity in the real economy 
should not be lost against safeguards of banks. As mentioned above, around 70% of the 
European economy is supported by credit finance. Any severe increase of credit costs might 
have fatal consequences for the real economy. 

- One of the currently discussed options of reforming the banking sector is the idea of the dual 
banking system. Besides the negative consequences of such a system (please see below for 
further information), financial costs for corporate customers might rise. In times where the EU 
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has to ensure the access of corporates to finance any increase of financial costs need to be 
avoided. 

 
 
Question 3: What are your views with respect to str uctural reform of banking in general and in 
particular with respect to the structural reform pr oposals to date (e.g. US Volcker Rule, UK ICB 
proposal)? 
 
In Austria, the specific banking structure of saving banks (in German: “Sparkassenverband”), the 
system of cooperative banks (in German: Genossenschaftsbanken) and the “cross-guarantee system” 
(in German: “Haftungsverbund”, “Kundengarantie-Gemeinschaft”) has proven its success during the 
financial crisis. Better than other financial institutions in Europe, these specific Austrian systems have 
allowed corporate customers access to finance and deposits without restrictions. We therefore 
welcome the recognition of the successful banking structure of cooperative banks in the current 
proposal of CRD IV /CRR I. The Federation of Austrian Industries, therefore, urges to reflect the 
Austrian bank business model in ongoing legislative proposals.  
 
Furthermore, the Federation of Austrian Industries does not support the introduction of a dual banking 
system: we believe that the separation of banking services will neither lead to a further stabilization of 
the banking sector nor reduce contagion risk. Rather, we must fear that essential additional services 
will be lost for corporates. Universal banks in Austria offer tailor-made financial services and products 
which are both rooted in the credit market as well as the capital market.  
 
Moreover, the Federation of Austrian Industries does not believe that the structure of the banking 
system is the most vital element for the stability of the system. We believe that a well-functioning 
resolution system and crisis management is of higher importance. The implementation of the “EU-
Directive of Crisis Management” could provide effective measure in case of failure and provide for a 
controlled resolution of large complex cross-border institutions. We believe that it is of great 
importance that institutions and authorities will be required to draw up recovery and resolutions plans 
for the event of a material deterioration of their financial situation. 
 
 
Question 4: Do you observe and expect a shift away from bank finance to other sources of 
finance more generally in the EU? What are the main  constraints to such a shift? 
 
The Federation of Austrian Industries supports initiatives to deal with shadow banking. We expect, due 
to regulatory measures, a further diversification of corporate financing with a likely stronger focus on 
capital market financing. Nonetheless, capital markets act as clinical thermometer of the financial and 
economic crisis, and thus picture high volatility. This insecurity, together with the current political 
insecurity, makes it difficult to predict future developments of capital markets. Hence one major 
constraint is the lack of trust in capital markets and the lack of trust in long-term capital market 
investments.  
 
We therefore urge to “re-label” capital markets: it needs to be communicated that capital markets are 
one key element of corporate financing, and that well-functioning capital markets are essential 
features of national economies. Long-term engagements on the capital markets do not go hand-in-
hand with criminal speculation. There is a need to re-incentivize corporates to engage in capital 
markets, and the need to reduce unnecessary costs and transparency requirements for smaller listed 
companies. 
 
 
Question 5: How do you value the ability to engage in “one-stop-shopping” for all your banking 
needs? 
 
As stated above, the Federation of Austrian Industries welcomes the possibility of “one-stop-shopping” 
for corporate customers. It is a true advantage for corporates to receive tailor-made and 
comprehensive banking services, such as liquidity management, the hedging of foreign exchange and 
interest rate risks or the issuance of corporate bonds. Finally, we do not consider that any change of 
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such bank services will lead to a further stabilization of the banking system. We expect such 
stabilization to be reinforced by the implementation of Basel III and the Directive on Crisis 
Management. 
 
We look forward to get further involved and to contribute to the ongoing consultation process. Please 
do not hesitate to contact us in case of any further questions regarding our answers to your 
consultation. 
 
Best regards 
Federation of Austrian Industries 
 
 
 
Dr. Wolfgang Seitz, m.p.    Ulrike Haidenthaller, M.A., m.p.   
Head of Financial Policy        Financial Policy      

 


