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The High-level Expert Group on Reforming the structure of the EU banking structure 
 
Comments on the recommendations of the High-level Group. 
 
 
Danish Shareholders Association, the organisation representing private investors in Denmark finds 
the report from the High-level Group very interesting and with important recommendations. 
 
Too many of the members of the Danish Shareholders Association have experienced that their 
bank shares lost their value when the bank came into difficulties. 
 
In too many banks has the bank management - the employed directors and the elected board 
members (non-executive) - not been able to manage the bank as well as expected. They did not 
follow the intentions of the legislation and sometimes not even the letter of the legislation. 
 
This stresses three bank governance challenges that must be taken up: 
 

 In too many banks is the management not met by owners who represent so large a 
proportion of the shares that they can evaluate and challenge the work management 
delivers and the policies for the bank. 

 The professional competences of the executives and the board members must be 
improved so that they are able to follow the regulations. 

 Executives and board members must apply and accept attitudes and values more in 
harmony with the expectations from clients, shareholder and society.  

 
 
Comments to the recommendations 
 
Recommendation 1:  
Proprietary trading and other significant trading activities should be assigned to a separate legal 
entity if the activities to be separated amount to a significant share of a bank's business.  
This would ensure that trading activities beyond the threshold are carried out on a stand-alone 
basis and separate from the deposit bank. As a consequence, deposits, and the explicit and 
implicit guarantee they carry, would no longer directly support risky trading activities. The long-
standing universal banking model in Europe would remain, however, untouched, since the 
separated activities would be carried out in the same banking group. Hence, banks' ability to 
provide a wide range of financial services to their customers would be maintained.  
 
 
Danish Shareholders Association supports the idea, that deposits, and the explicit and implicit 
guarantee they carry, should not directly support risky trading activities. But the HLEG says that 
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the universal banking model would remain untouched since the separated activities would be 
carried out in the same banking group. 
 
That is one of the challenges. As long as the two activities are carried out in the same group is it 
possible for creative people to link the activities together and create a risk also for the “risk free” 
part of the banking group. 
 
The main risk as we have seen it in Denmark is not the trading risk but the poor quality of the bank 
managements handling of the credit risk. The credits have been too big and the quality and value 
of the collateral too small. 
 
 
Recommendation 2: 
The need for banks to draw up and maintain effective and realistic recovery and resolution plans, 
as proposed in the Commission's Bank Recovery and Resolution Directive (BRR). The resolution 
authority should request wider separation than considered mandatory above if this is deemed 
necessary to ensure resolvability and operational continuity of critical functions.  
 
Danish Shareholders Association supports this recommendation. 
 
 
Recommendation 3: 
The use of designated bail-in instruments. Banks should build up a sufficiently large layer of bail-
inable debt that should be clearly defined, so that its position within the hierarchy of debt 
commitments in a bank's balance sheet is clear and investors understand the eventual treatment 
in case of resolution. Such debt should be held outside the banking system. The debt (or an 
equivalent amount of equity) would increase overall loss absorptive capacity, decrease risk-taking 
incentives, and improve transparency and pricing of risk.  
 
Danish Shareholders Association supports this recommendation. 
 
 
Recommendation 4: 
The Group proposes to apply more robust risk weights in the determination of minimum capital 
standards and more consistent treatment of risk in internal models.  
 
Danish Shareholders Association supports this recommendation. 
 
 
Recommendation 5: 
The Group considers that it is necessary to augment existing corporate governance reforms by 
specific measures to 1) strengthen boards and management; 2) promote the risk management 
function; 3) rein in compensation for bank management and staff; 4) improve risk disclosure and 5) 
strengthen sanctioning powers. 
 
Danish Shareholders Association supports this recommendation. 
 
 
 
Kind regards 
 
Charlotte Lindholm 
CEO 
Dansk Aktionærforening 
Danish Shareholders Association 


