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Introduction:  

Polish Bank Association (Związek Banków Polskich) supports the aim of reaching the stable and 

efficient banking sector put forward by the European Commission and augmented  by set up High-

level Expert Group. The experience of last crisis on financial market has shown how strong negative 

impact on economy have the turbulences in banking sector. In our opinion it is necessary to make 

use of this experience in order to create safe and friendly regulatory environment for banking 

activity. These regulation should contribute to more stable development of financial market in the 

future. The reforms which are discussed now and will be implemented in near future, should 

minimize the risk of next crisis on financial market. 

Polish banking sector-stable in crisis 

We have in Poland quite good experience during last economic crisis in European Union. Polish 

banking sector has been  and continues to be  sound. Nearly all banks generated profits during the 

years of economic turbulences in world. No bank had to receive the financial support from public 

sources. This situation was the result of two principal reasons. Firstly, the Polish economy developed 

quite well also during the last crisis in the world. Secondly, Polish banks concentrated their activity on 

providing traditional banking services and were supervised in quite restrictive way by local 

supervisor. The high capital adequacy, access to information from local credit information bureau are 

also the big advantages of Polish banking sector. This situation of Polish banks gives us the 

opportunity to present our recommendations concerning necessary steps which should be made in 

order to strengthen the banking sector and to make it more stable. 

The abundance of new legislation and possible consequences 

Since 2009 we observed a lot of new regulatory initiatives on European level and in Basel Committee 

concerning the strengthening the banking sector. Some of these initiatives are already finished, some 

of them are proceeded still by Council and European Parliament, some are at earlier stage – in 

process of consultation of initial proposals. All these proposals create together a big and diversified 

package of regulatory reform in banking sector. It is probably the first time in modern history when 

such huge package of new banking regulations is to be implemented in short time. In our opinion it is 

necessary to do everything possible  in order to finish this task.  
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Today we can find some evidence that this process does not go as  smoothly  as desired and that 

some new  problems occur which hamper adoption of  new rules.  

The experience from processing of last proposals of amendments in deposit guarantee schemes 

legislation, in regulations concerning auditing and accounting  standards and in credit rating agencies 

legislation are  good examples of  new problems and our  substantiate our concerns. The European 

legislative bodies should therefore concentrate their efforts on task at hand. A lot of work is still 

necessary to make the banking system safer. We are waiting for the final proposals in area of crisis 

management, including resolution regimes and  for the suggestions concerning  management of  the 

systemic risk in banking sector. We are convinced that all these projects should be finalized before 

any  new steps are taken. The measures proposed so far (better capital adequacy, new liquidity 

standards, better supervision, crisis management) constitute solid base for improvement of stability 

of banking sector in future. 

We are convinced that this package of regulation will cause big structural changes in banking sector 

in EU and probably nobody knows what will be in fact the scale and direction of changes. In our 

opinion there is a risk of further consolidation process in banking sector and  increase of systemic risk 

in financial market. The implementation of this package in banks will diminish also the level of return 

on equity for bank shareholders. This will cause important changes in investor attitude to the capital 

engagement in banking sector. Some investors will decide to leave the banking sector and to invest in 

other branches of economy. Other investors will look for new sources of profits in banking sector 

concentrating on specific areas of banking activity, sometimes going into fields much  more risky than 

traditional banking business. The changes  most likely will be on very large scale  and they have to be 

carefully observed. The  mentioned shift to the new ,more risky, fields  of  activity may  generate new 

threat for financial market stability. 

Single rulebook- yes  but with full infrastructure in place 

We would like express the view that ongoing process of creation of new banking regulations should 

be a good opportunity to establish single rulebooks for all banks acting according to the single 

banking passport in European Union. The existing differences in rules of providing banking services in 

Member States remain huge and create unlevel playing field. The common internal market should 

give the same opportunities for all banks established in EU. 
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Supporting the idea of creation single rulebook in banking sector in Europe we have to keep in mind 

that the ongoing process of creation of single financial market is not finished yet. The scale of cross-

border banking activity in area of mortgage and consumer  credits or in the field municipalities 

financing remains limited. The creation of full infrastructure  necessary for single financial market has 

to be finished before setting up single rulebook. The example of crisis in Euro zone indicated how 

risky is the creation of fragmented, not complete rules for new financial project. The harmonized 

system of resolution regime and deposit guarantee scheme for banks of systemic importance  in 

Europe and as well as some other arrangements should be established and verified in real life before 

common single rule will be set up. 

Proportionality and the role of smaller banks 

Supporting the general idea to create single rulebook in Europe we have also to have in mind existing 

differentiation of banks in EU. In Europe and in Poland we  have a lot of small banks, particularly the 

saving banks and  mutual, cooperative banks which have smaller share in total assets of banking 

sector but play also a very important role in providing the banking services to people and economy. 

The specific role of cooperative banks was observed very strongly in Poland since the beginning of 

last financial crisis. These banks were the only ones  which were offering  credit to the economy 

during last slowdown. Traditionally, the cooperative banks deliver services in countryside where the 

direct access to banking services is limited and deliver services to these categories of clients who are 

not preferred client for commercial banks, like  smaller or poorer customers. We should support the 

development of these kind of banks in order to minimize financial exclusion. The bigger 

differentiation of banks in EU will also limit the systemic risk which occurs stronger in banking sector 

with large concentration factors. In order to support the smaller, local financial institution it is 

necessary to create simpler regulatory regime for them. The general rules should not be applied to 

cooperative or mutual banks. These banks do not need to apply very sophisticated regulations when 

providing  simple services for their customers. High cost of fulfilling tight prudential requirements in 

smaller firms has the negative impact on the changes in structure of banking sector. The smaller 

players are not able to  compete with big commercial banks which can easily use  the preferential 

treatment in regulations intended for more sophisticated institutions. In the effect the market share 

of smaller banks is decreasing nearly every year. We recommend very strongly practical 

implementation of general proportionality principle to such smaller credit institutions.   
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Unfortunately plenty  of examples for  lack of proportionality can  be found  in latest legislative 

proposals, including the CRD IV/CRR package.  

The lack of regulatory support for small banks can stimulate the market to deliver the financial 

services in other way, for example by developing bigger shadow banking in economy. We think  it is 

not the right way to make structural changes in banking sector. The growing shadow banking can 

generate additional systemic risk for financial market and diminish the trust to banks. Many clients 

do not understand the difference between banks and non-bank financial institutions and any  

problems  arising within the shadow banking sector could be very  fast  transmitted to the supervised 

banking institutions. 

Separation of investment and banking  activities 

It is difficult to express our position regarding the division of investment and banking activity in 

banks. Banking institutions in Poland provide the traditional banking services and their investment 

activity is very limited and mainly done in order to cover the risks generated by traditional banking 

operations. The implementation of new rules in this area, including the formal division of those 

activities will not cause any changes in banking structure in Poland. It is important to recall that both 

the Vickers report and the Volcker Rule were designed to address specific problems in UK and USA 

banking sectors, which are quite distinct from European continental banking sector. Nevertheless, we 

support taking some measures in order to strengthen the role of traditional banking services in 

activity of European banks. Such attitude has allowed Polish banks to minimize the negative 

consequences of slowdown in economy and collapse of capital market during last crisis. 

Home and host supervision-crucial issue for Central and Eastern Europe 

We wish to emphasize  one topic specific for banking sector of our region –the problem of adequate 

relations between home and host supervision. It is the crucial issue for all the CEE countries where 

the banks controlled by foreign investors play dominant role in banking sector. The good cooperation 

between all interested banking supervisors is principal guarantee for stability of common financial 

market in whole European Union. The example of Vienna initiative expressing support of banks and 

supervisors for financial stability of CEE region is very positive. It should be used in the future in order 

to minimize rapid uncontrolled outflow of financial capital and to minimize the risk of contagion in 

next countries. 



Consultation by the High-level Expert Group on Reforming the structure of the EU banking sector 

Polish Bank Association’s opinion 

Identification number in the register : 01623802004-63  

 

5 
 

 

Supporting deeper international cooperation between banking supervisors and creation of the 

European Banking Authority (and its role in mediation and establishment of common technical 

standards) we are convinced that local supervisor has always better knowledge about current 

situation on local financial market, including information  on some negative tendencies which may  

occur in the banking system. In consequence this supervisor can also react faster to address the 

problems. Last crisis has also shown that sometimes the public authorities are obliged to pay the bill 

for activity of banks active on local market when a bank has serious problem or worse – it collapses. 

The national authorities are obliged or forced to use the money of taxpayers in order to minimize the 

risk of systemic catastrophe on financial market. We recommend to adjust the scale of regulatory 

powers of local supervisor to the levels of potential financial responsibility of local authorities.  

The time for reflection 

The big scale of initiative taken in last 4 years will create completely new conditions for banking 

activity in near future. We hope these steps are coordinated and introduced according to general 

plan of improving the stability of banking sector in EU. After adoption of new rules banks will have to 

make big efforts in order to implement them successfully. A lot of time, manpower and capital will be 

necessary in order to fulfill correctly the new requirements. Only after the period of implementation 

of new rules the European Commission and the High-Level Expert Group should analyze the results of 

implementation and then decide what kind of new structural changes are still necessary in the EU 

banking sector. In our view, it is too early now  to suggest  new wave of regulations changing once 

more  the rules of providing banking services. 

 

****** 


