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

a stable and efficient banking system and avoid systemic crises? 

 

 

The Austrian Sparkassenverband strongly supports the European Commission’s efforts to 

lead a regulatory and supervisory reform which draws the lessons from the financial and 

economic crisis and improves the stability and governance of the financial sector.  

 

Generally speaking, the Austrian Sparkassenverband is also of the opinion that there is 

already substantial financial regulatory reform taking place specifically addressing various 

dimensions of financial risks and enhancing financial stability to an important extent. The 

current initiatives of banking reform aim to tackle many of the problems that have been 

contributing to the crisis and have been addressed by the FSB and the BCBS as a 

consequence of the lessons learnt.  

 

To prevent a future banking crisis the existing and the upcoming safety net has to be 

taken into account from a holistic point of view: This safety net consists of liquidity 

provisions of the central bank, the micro- and macro-prudential supervision, a credible 

resolution system and a deposit guarantee system. It should be stressed that it seems 

consequently appropriate to first implement upcoming legislative rules, like 

CRDIV/CRR, the amendment of the Deposit Guarantee Directive, Crisis Management, just 

to name the most important, before taking further measures into account. And we must 

not forget that some reforms have already taken place, like the new European 

supervisory architecture. 

 

Indeed, we consider that it would be stringent to concentrate on the implementation of 

the current or upcoming regulation which still has to be defined and refined. As a result 

and once adopted, we deem it appropriate to have a thorough impact analysis of 

the coherent financial architecture to identify then possibly still existing shortcomings as 

the next step. We would therefore plead for a step-by-step approach. 

 

However, we are concerned about the cumulative impact of the comprehensive reform 

package under way, not just on one country or one bank but specifically on the CEE 

region as a whole. 

 

Banks which have invested in a long-term presence in this dynamic region, such as our 

member Erste Group Bank AG, have - as all savings banks alike - a “boring but safe” 

banking model consisting of deposits and loans for private households and SMEs (classic 

basic retail banking). These banks are well capitalised and did not invest in toxic assets. 

The CEE is the only real growth area within the EU, but it is heavily dependent on loans, 

infrastructure and project finance. Negative repercussions of regulation on the economic 

potential of this promising region should be avoided, due to the higher dependency on 

bank loans than in Western Europe (Western Europe: 70% credit financed 30% bond 

financed, CEE: over 85% credit financed, US: 25% credit financed) the impact on that 

region will be even higher than for Western Europe. 

 

The Austrian savings banks are furthermore worried about the fact, that with the 

currently discussed legislative proposals some structural reforms are already under 

way which are concerning networks of decentralized banks specifically. These groups of 

(savings-) banks turned out to be the backbone of financial stability during the recent 

crisis and have demonstrated their role as growth drivers and drivers for economic 

recovery. They have proven to be more robust than banks on a stand alone basis due to 

the fact of diversification of risks. 
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As a consequence, European specificities have to be taken into account when 

implementing regulatory reforms. Otherwise growth drivers and drivers for economic 

recovery might be hampered. These specificities must be reflected in the new regulations 

as in the case with the transposition of the Basel III accord on capital requirements into 

European law and also every other regulatory discussion. 

 

 

One of these European specificities is the Austrian cross-guarantee system 

(Haftungsverbund). 

 

Haftungsverbund 

 

In some countries, and in accordance with EU law, consolidated accounts of financial 

institutions include a profound relationship with other companies even if there are no 

holdings of participation or other capital ties. Instead, the parent-subsidiary relationship 

is based on a contractual agreement. 

 

This is the case of the cross-guarantee system (“Haftungsverbund”) that Erste Group 

Bank AG, as lead bank, and the Austrian savings banks have set up to strengthen 

cooperation and safeguard stability through a risk monitoring tool in 2002. In addition to 

these prevention and early intervention mechanisms, the Haftungsverbund includes the 

contractual commitment to provide capital and liquidity coverage in case of losses by a 

member. The loss absorbing capital in going concern situations for all members 

is increased, provided that there is no violation of the minimum capital requirement. 

 

The members of the Haftungsverbund are committed to a more intense and faster 

implementation of the goals the Haftungsverbund had previously followed (uniform 

business and market policy, profitability-oriented work sharing, uniform market 

presence). In addition thereto, an early warning system was established for the early 

identification and prevention of economic difficulties of member savings banks, as well as 

a principle of mutual responsibility and an obligation to provide material and financial 

assistance to the Haftungsverbund which primarily serves to safeguard ailing member 

banks but eventually hedge specific customer receivables beyond the call of statutory 

deposit guarantee requirements. 

 

 

The main responsibilities of the Haftungsverbund comprise of: 

 

 

1. The establishment of a uniform business and market policy; 

 

2. The operation of an early warning system to identify any business problems of 

member banks at an early stage; 

 

3. Providing effective liquidity and capital assistance to its members within its 

institutional protection scheme; and  

 

4. Providing customers with a deposit guarantee system beyond the call of statutory 

deposit guarantee requirements, which guarantees certain types of customer 

deposits, by creating a suitable obligation to service the liabilities of the savings 

banks and Erste Holding (extended deposit guarantee system):  
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Consumers benefit from the extension and modernisation from the broader-based 

technical progress achieved thereby. Benefits that small-sized savings banks otherwise 

would be unable to afford. As a result of local competition with the credit institutions of 

other sectors, the passing on of price advantages to the customer is warranted.   

 

Additionally to this, the Haftungsverbund guarantees the availability of comprehensive 

financial services required by customers, even outside of urban areas, thus 

contributing to the provision of banking services to rural areas. 

 

Moreover, there are efficiency benefits to be gained from Haftungsverbund for members. 

Smaller group members benefit from the cooperation by being able to take advantage of 

the common computer platform and IT applications, joint development of products, joint 

product marketing and a consistent advertising presence.   

 

 

Minorities: Recognition of contractual groups in CRD IV /CRR 

 

As currently drafted, the proposal does not fully allow for Erste Group Bank AG's loss 

absorbing contractual positions in other savings banks to count as consolidated Common 

Equity Tier 1 capital.  

 

In consolidated capital calculations, risks and capital items are not taken into account in 

a balanced and prudent manner; in particular, capital received from minorities that has 

been directly contributed to credit institutions within the same banking group will not be 

appropriately recognised, thereby following a highly asymmetrical approach: only partial 

recognition of capital, though full inclusion of risk weighted assets. 

 

As currently drafted, the Commission’s proposal only recognizes bank groups with capital 

ties between parent companies and its subsidiaries and ignores bank groups based on 

contractual agreements. 

 

Although the Austrian savings banks have agreed to take further steps to enhance the 

contractual commitments in periods of stress and increase the comparability of the 

Haftungsverbund to bank groups with capital ties, the proposal completely ignores an 

existing and well functioning. 

 

We thus encourage decision makers not to penalise a risk-mitigating and loss-absorbing 

system structure that has stood the test of the crisis and contributed to the stability of 

the decentralised Austrian savings bank sector and the financial market as a whole. An 

equal treatment of bank groups with capital ties and bank groups based on 

contractual agreements in the calculation of consolidated capital is highly 

appropriate. The principle of “substance over form” must prevail. 

 

As a matter of fact, this view has already been taken up by the Economic and 

Monetary Affairs Committee (ECON) of the European Parliament in its 

unanimous vote on the draft Report of MEP Karas on the CRDIV/CRR on the 14 

of May 2012. 

 

It is paramount that continental European banks, which are primarily focused on retail 

business and are structured differently, do not become disadvantaged by implementing 

Basel III. The specific characteristics of European banks as e.g. decentralised ownership 

structures or contractual loss-sharing agreements need to be fully recognised. 



 
Österreichischer Sparkassenverband 
 

 5 

 

SME-financing 

 

Regarding SME, the motor for growth within the European Union, special caution is 

necessary. By increasing the quality and quantity of capital, the new rules require banks 

to hold up to seven times more common equity tier 1 capital across asset types, 

including SME loans. Already in the current framework SMEs are more exposed to credit 

shortages and are hit first in times of credit rationing. This is caused because under the 

current risk assessment assumptions SMEs are treated as relatively high-risk borrowers 

showing higher capital consumption (compared to sovereigns or rated corporate). SMEs 

on average have no external ratings and regulatory standards tend to overestimate the 

economic capital required in European retail banking segments. As a consequence, banks 

would have to secure SME loans with higher capital than other client lending, making 

SME financing more expensive and less attractive. In addition, the two liquidity ratios 

foreseen (long-term and short-term), would disadvantage traditional SME financing as 

loans to SMEs are insufficiently recognized as highly liquid assets and face higher funding 

requirements than debts instruments. What is worse, SMEs depend almost entirely on 

banks for their financing because their access to capital markets is very limited. As a 

consequence, they will be hit first and hardest in times of credit shortage. 

 

Such an outcome would be in stark contradiction with a fact repeatedly highlighted by 

the EU institutions: the causes of the crisis were outside the traditional banking model of 

deposit taking and loan granting, and SMEs proved to be an important pillar of economic 

stability. Most recently, the European Parliament CRIS Committee concluded in its final 

report that “establishments that concentrate on savers and financing for SMEs have 

proved their value”.  

 

CRD IV rightly aims to strengthen financial stability and reduce the risk of future crises, 

but we need to make sure that its concrete design does not hamper lending to SMEs.  

 

Only minor technical changes to the calculation of capital requirements and the liquidity 

ratios are needed in order to foster lending to SMEs: 

 

o For example the reduction of the correlation factor for corporates with a yearly 

turnover of up to €100mn (instead of €50mn), and  

 

o the introduction of a balancing factor for the retail portfolio  

 

offer easily implementable measures that set incentives for “good credit growth” and 

achieve the politically desired effect of supporting investments in the real economy. At 

the same time these measures could help preventing a situation where European 

corporates find themselves at a competitive disadvantage relative to their US peers. 
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Q 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? 

 

 

Business separation, or to be more precise, a stricter organisational separation between 

customer oriented business lines and pure capital markets transactions could per se be a 

possible way forward provided that some conditions are met:  

 

Firstly, retail banks should not be affected by higher capital requirements. More capital 

for ring fenced parts seems to be the wrong incentive due to the fact that confidence 

should grow already by the fact that these parts are ringfenced. To set higher capital 

standards for these parts would make this business even more expensive. From an 

incentivation point of view higher capital standards should be allocated to the parts which 

are not ringfenced. If depositors insurance lacks credibility, which seems to be the main 

argument for ring-fencing, the swift adoption of the current legislative proposal on the 

deposit guarantee directive is the right thing to do. 

 

Secondly, the new model has to be flexible and facilitate the benefits of diversification as 

one of the main assets of decentralized networks or groups of savings banks. This means 

that it should be allowed for networks or groups to manage trading activities if these 

transactions are in an appropriate relation to the overall risk bearing capacity of networks 

or groups. 

 

Thirdly, and most importantly, the regulatory burden for ringfenced retail banks should 

be relieved, meaning that – due to the fact of being ringfenced – they should be 

addressed by a lighter and less bureaucratic supervisory regime. This specifically includes 

an exemption from the new layer of regulatory standards defined by the EBA.  

 

Bearing in mind the overarching goal of establishing a harmonized banking market and a 

single rule book for financial services in Europe, we wonder whether “ring-fencing” as 

such and the possible creation of a two tier system, consisting of ring fenced institutions 

and those “outside the fence”, is in line with the creation of a harmonized banking 

market and the single rule book at all. 

 

Local retail and savings banks did not cause the crisis but confirmed the status as a 

crucial backbone for financial stability throughout the financial turmoil. Therefore, it 

seems appropriate to foster “boring but safe” banking models consisting mainly of 

deposits from and loans for private customers and SME: in a nutshell: banking 

business that creates value for its customers and serves the real economy. 

 

 

However, if the safety net of a financial system (i.e. lender of last resort function of the 

central bank, effective supervision, deposit guarantee system and a credible resolution 

framework) is well designed and works satisfactorily, the combination of business areas 

should not be a “systemic” risk factor. From our perspective a balanced approach in the 

sense that the risks stemming from trading activities should be balanced with the 

activities of deposit and loan activities would be more and could contribute to a higher 

financial stability on an overall perspective that a ringfencing-approach. 
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We should also take into consideration the cost side and the level playing field issue. 

Therefore, we have to discuss the trade-off between safety and efficiency of regulatory 

reform. In our view a saver banking system requires 

 

• more quantity and quality in bank capital (as  envisaged by Basel III, with reasonable 

transition periods) and 

 

• a credible resolution framework (including living wills) that allows us to address the 

too-big-to-fail problem effectively. 

 

We have made considerable progress with respect to capital regulation via Basel III and 

CRD IV but the recovery and resolution framework clearly lags behind in particular for 

cross-border banking models. 

 

What concerns the level playing field we have to take into account that European banks 

compete at an international as well on a local level with banks of third countries. To 

establish a fair level playing field is an effective sensitive issue in the context of possible 

new regulations. 

 

 

Q 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? 

 

 

The Vickers Report approach may be suitable for the UK banking market, but it does not 

take into account continental EU banking markets’ specificities. The same is true for the 

Volckers rule. 

 

The European banking structure is based on the universal banking model which entails a 

comprehensive provision of banking services and a close relation with customers (loans, 

payments, financial advice, insurances, private banking). The European model of 

universal banking has survived the crisis quite well compared to other models that focus 

much more on pure investment banking. We strongly belief that the essence of the 

universal banking model, the close relation with customers, should remain the same in 

any further changes that are applied to the EU banking system. 

 

Introducing extremely high capital standards for retail banks (like Vickers), which provide 

the “safer” core banking business, however, produces inverse incentive structures and 

inefficiencies and may harm financial stability. Banks may be more likely to engage in 

investment banking than in vital banking services, which contradicts the overall political 

goal to refocus banking more substantially on their genuine role. 

 

In its argumentation the Independent Commission of Banking was clear that the prime 

driver of the ring-fence of UK banks has less to do with making banks safer and more to 

do with resolving them if they fail. The big question is, however, the resolvability of 

what is outside the ring-fence – in other words, the complex cross-border investment 

banking business. Neither the Volcker Rule nor Vicker’s deal with that issue at all. 

From our perspective the issue of ring-fencing and resolution of ringfenced banks should 

be kept separate due to the fact that these are two different issues which should not be 

confused in that sense that the ring-fencing discussion should be driven by the resolution 

view only neglecting negative effects in going concern situations. 
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If the ultimate objective of regulatory reform is to get to a position where banks are 

allowed to fail, and can fail in an orderly fashion, also after implementation of Vickers or 

Volcker this objective would be still far away. 

 

 

Q 4: What are the main challenges of your institution as regards resolvability? Are you 

implementing structural changes to your institution in the framework of your recovery 

and resolution planning? 

 

 

The main challenge for the Austrian savings banks is the financial burden of ongoing 

reforms. More capital, more liquidity, an ex-ante deposit guarantee fund and the 

upcoming resolution system will have a substantial impact on the cost structure of 

savings banks and on their ability to lend to the real economy.  

 

Regarding the financing of a proposed resolution fund our position is the following: 

Contributing to a European or national resolution fund while at the same time being 

subject to a bank levy is unacceptable. Thus it has to be clarified that all bank levies 

within the EEA have to be replaced by the bank’s contribution to a resolution fund. By 

installing a resolution fund, it is of utmost importance to strictly separate this fund from 

national budgets and deposits being already covered by any deposit guarantee schemes 

shall be exempted from the intended calculation base. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Österreichischer Sparkassenverband (Austrian Savings Banks Association) represents the interests of all 
Austrian savings banks. The members of the Österreichischen Sparkassenverband form the Savings Banks 
Group. The Savings Banks Group consists of Erste Group Bank AG , as the sector's lead bank, Erste Bank der 
oesterreichischen Sparkassen AG , the Zweite Wiener Vereins-Sparcasse (the bank for people without a bank), 
the 48 regional savings banks  and their subsidiaries (association partners). 
 
Savings banks in Austria differ from other sectors of the banking industry by their commitment for the people in 
the region, by having their roots in the regional economy as well as their close links with the local authorities and 
their high level of involvement with the professions as well as private customers. These characteristics prove 
themselves especially during the present financial crisis and, thus, set apart savings banks positively from the 
centralised joint-stock banks. 
 


