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FSUG welcomes the Final Report of the High-level Expert Group on reforming the 
structure of the EU banking sector. The report describes EU banking sector 
developments prior to the crisis, analyses the different bank business models in 
Europe, assesses existing and forthcoming regulatory reforms and proposes further 
reforms. This piece of information is indeed vital in the context of reforming 
a troubling banking sector which caused (and continues to cause) detriment for 
millions of financial services users. Users, namely citizens, taxpayers, consumers, 
were called (and are still being called) via direct and indirect measures that lower 
their standard of living to save the banking sector in several EU countries. In this 
context, FSUG would like to stress that users did not seem to be at the core of the 
objectives that the Expert Group was asked to pay particular attention to, and 
consequently their protection does not seem to be the main factor of the report’s 
further reform suggestions. From our point of view, any regulatory change need to 
focus on forcing banks to insulate themselves from both relying on the state and 
adversely affecting the market should they fail. 

FSUG believes that the report does not contain sufficient, comprehensive, robust 
analysis of the potential options from the perspective of the ordinary financial user 
and real economy. As well as considering financial stability, the various options must 
be judged according to how socially useful they are in terms of: 

• ensuring the critically important banking infrastructure is efficiently and safely 
managed; 

• providing access to affordable and sustainable finance and credit for the real 
economy – particularly SMEs; 

• promoting efficient financial markets and effective competition from the 
perspective of financial users and real economy; and 

• manufacturing and distribution of socially useful innovative financial products. 

We envisage a more resolute approach against excessive risk-taking and taxpayers’ 
liability. The report emphasises the ‘limitation’ of such factors or the ‘reduction’ of 
risks, and the language used throughout the report points to such direction. However, 
the reform of the EU banking sector should aim for the elimination of taxpayers’ 
liability, excessive risk-taking, and the stake that taxpayers have in the trading parts 
of banking groups. 

In the context described above, FSUG members present their comments and 
suggestions. The comments are separated in the set of the five measures 
recommended by the group, and comments on other parts of the report. 
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Comments on the set of five measures 

First measure 

“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.” 

FSUG is wondering on what basis deposit-taking, commercial financial institutions 
will be allowed to carry trading activities, even if these comprise only a small share of 
their business. FSUG believes that there must be a complete separation between 
commercial/retail and investment banking. The arguments are developed in the 
paragraphs that follow. 

The Liikanen Group recommends that transfer of risks or funds between the deposit 
bank and trading entity within the same group would be on market-based terms and 
restricted according to the normal large exposure rules on interbank exposures. 
However, if this was a condition of ‘internal’ separation, it would make even more 
sense to have a complete separation which would enable the retail operation to 
purchase risk management services for customers at the best available market 
terms. A proper legal separation would remove any potential conflicts of interest 
which would arise within an internal separation structure. It must be obvious that 
ensuring that a deposit bank does indeed purchase risk management services on 
market terms from its ‘sister’ trading entity would require robust monitoring and 
regulation to avoid potential conflicts of interest. 

The Liikanen Group also recommends that the deposit bank and trading entity are 
allowed to pay dividends only if they satisfy the minimum capital and capital buffer 
requirements. In theory, this is an attractive safeguard. However, it is not clear how 
this would work in practice. Is the group suggesting there should be two classes of 
shareholders – deposit bank shareholders and trading bank shareholders who would 
receive separate dividend streams? Again, if this is the case, then it makes more 
sense to create the simple, clear legally separated structures. 

We would also like to emphasise again the more general critically important point 
regarding access to finance. FSUG obviously recognises the importance of financial 
stability and robust prudential regulation. However, we are becoming increasingly 
concerned about the impact of tougher macro and micro prudential regulation on the 
ability of financial users and firms to access affordable finance. The main factor 
affecting the cost of credit and finance is the more robust approach to rebuilding 
balance sheets and capital requirements. But, this would be an issue regardless of 
which option is adopted. However, the total cost of credit and finance is not just 
a function of capital requirements. Consideration must be given to distribution costs, 
competition and efficiency, and innovation. We would argue that ceteris paribus the 
full separation model would ultimately lead to a more efficient, competitive innovative 
market for financial users and the real economy. 
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Opponents make a number of arguments against separation. These include claims 
that: 

• The activities of retail banking would be less profitable, so the cost to retail 
customers would be higher. 

• Banks would be restricted in their ability to offer their customers access to 
additional capital market products and services. 

• A separated structure does not correspond to the continental model of 
universal banking. 

• The difficulty of deciding what should be ring-fenced and what should not be. 

However, these counter arguments are easily dealt with. We take each counter 
argument in turn. 

We would dispute that a full separation would be significantly more costly than the 
ring fencing option. There would be major costs involved due to the processes 
involved in separating the deposit and trading entities – but the critical point is that 
these costs would apply in both cases. In order to regulate properly (for example to 
understand the risks involved in different banking operations), policymakers and 
regulators have to identify the different types of activities and services operated 
within a universal bank. Therefore, the activities and services that would need to be 
allocated to a retail bank and investment bank are already known. So, it is just 
a question of political will, not difficulty in identifying the relevant activities. To be fair, 
there would be some additional costs involved in floating off the two separate entities 
onto the market. However, we believe that these additional short-term costs would be 
offset in the medium to long term as the costs of monitoring, regulating and reporting 
costs with regards to a ring-fenced operation would be significantly greater than with 
a clear legal separation. 

With regards to providing financial users with access to innovative financial products 
and instruments, if this means that banks would not be able to offer complex 
products to retail financial users (for example derivative based products), then this is 
not necessarily a bad outcome. Ordinary financial users do not need any more 
complex products. Many of the innovations developed in the investment banking 
operations have not been socially useful. Moreover, the retail operations have been 
under pressure to 'distribute' complex financial innovations which benefit the 
investment banking operations but not the retail financial user. Moreover, if the retail 
banking operation did need to call on investment banking operations for genuine 
reasons then they could still do this by buying services in the open market using their 
financial muscle to demand competitive terms from a range of investment banking 
providers. This opens up the investment supply chain and promotes much more 
transparent financial markets and therefore better regulation. 

Regarding efficiency, there is no reason to assume that a ring fence or even a full 
split should lead to higher costs for retail customers. It depends entirely on how 
effective policymakers are at regulating banks and ensuring competition from the 
consumer perspective. Moreover, retail banks (and investment banks) simply need to 
get used to living on lower returns on equity – especially in this new economic 
paradigm. Lower, more realistic returns on equity would allow more benefits to be 
passed onto consumers. It should be a priority for policymakers to ensure that banks 
adjust to lower returns on equity. Furthermore, it is not possible to assert that splitting 
banks would naturally lead to lower returns for retail banks anyway. For example, if 
you look at the special Retail Banking supplement in the Economist 
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(19-25 May 2012), on page 4 of the supplement includes a reference to analysis by 
McKinseys. This study argues that basic retail banking has been the most reliable 
generator of consistent profits and high returns on equity. When McKinsey ranked 
the world’s biggest banks by return on equity, this correlates closely with the 
proportion of revenue made from retail banking, not from the investment banking 
operations. The implication is that in fact the investment banking operations actually 
‘hold back’ the efficiency of the retail operations. If they were separated, the retail 
operations on a stand-alone basis would have the opportunity to improve efficiency 
and, critically, structure their operations to deliver sustainable, reasonable returns on 
equity – not dangerous, volatile returns. Therefore, if policymakers regulate these 
retail banks properly and ensure effective competition, this would ensure these 
efficiencies were passed on the retail financial user. Moreover, simple retail banks 
would be easier to regulate from a prudential perspective. Therefore, there would 
a comparative regulatory ‘dividend’ to pass onto retail consumers, so leading to lower 
charges. 

Whether or not a ring-fenced or split banking model corresponds to the universal 
banking model, is an irrelevant point. The priority of policymaker should be to ensure 
they create a banking system that meets the needs of financial users and real 
economy, not the needs of producers with legacy business models. Some of the 
biggest recent banking failures or public rescues in Europe are ‘universal’ banks. Any 
decision on which option to implement must ultimately be based on the benefits to 
the economy and society. 

Turning on another point that favours complete separation is the very nature of 
business between these two entities, which is very different and should also be taken 
under consideration. Trading activities gather the following features that need to be 
highlighted: 

• Securitisation gives rise to agency problems. Originators have less incentive 
to screen and monitor borrowers, as they just face the ‘pipeline risk’ of holding 
a loan for some months until it is packaged and sold to other investors. Keys 
et al. (2010)1 find that existing securitisation practices did adversely affect the 
screening incentives of lenders. 

• Capital requirements are reduced (regulatory arbitrage). Junxun and Guan 
(2007)2 state that securitisation and other financial innovations have provided 
opportunities to reduce the regulatory capital requirements. 

• The level of complexity is very high, making it difficult for regulators to 
efficiently deal with structured financial products. Awrey (2011)3 examines the 
complexity of financial innovation under the scope of regulatory challenges 
(where securitisation is one of the three case studies he examines, the other 
two being synthetic exchange-traded funds and collateral swaps) and argues 
that while the post-crisis regulatory regimes in the US and Europe go some 
distance toward addressing the regulatory challenges stemming from 
complexity, they effectively disregard those generated by financial innovation. 

                                                 
1 Keys, B., Mukherjee, T, Seru, A. and V. Vig, 2010, Did Securitization Lead to Lax Screening? 

Evidence from Subprime Loans, Quarterly Journal of Economics, 125, 307-362. 
2 Junxun, D. and W. Guan, 2007, The Game Between Securitization and Capital Regulation, 

Management Science and Engineering 1, No.1, p. 45-50. 
3 Awrey, D., 2011, Complexity, Innovation and the Regulation of Modern Financial Markets, 

Harvard Business Law Review, Forthcoming; Oxford Legal Studies Research Paper No. 
49/2011, available at SSRN: http://ssrn.com/abstract=1916649 or 
http://dx.doi.org/10.2139/ssrn.1916649. 
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• High liquidity risks. Brunnermeier (2009) describes the following procedure: 
Structured finance products are illiquid, but investors prefer liquid assets for 
several reasons. So Structured Investment Vehicles – SIVs were formed that 
invested in these illiquid assets and issued short-term Asset Backed 
Commercial Papers – ABCPs – with typical maturity of 90 days to sell them to 
investors. SIVs were exposed to liquidity risk and the sponsoring bank 
granted a credit line to SIVs, undertaking this risk and being exposed to 
maturity mismatch. 

• Excessive private money creation. By selling loans in capital markets the 
originators of the securitised assets are allowed to raise funds to originate 
more loans, which can again be securitised. This leads to a huge loan 
multiplier. 

• Transparency and accountability issues. In an ‘originate and distribute’ model, 
consumers who take a loan from a commercial bank do not know where their 
obligations are directed. In an environment where social values are gradually 
emerging as an important factor affecting the banking sector4, the socially 
useful practices of securitisation are doubtful. Considering also that today the 
share of households experiencing financial distress in the EU, exceeds that 
observed in late 2008 and represents a new all-time high since the data 
series began in the mid-1980s5 (EU Employment and Social Situation, 
Quarterly Review, 2012) and anticipating that this may persist in the future 
(according to FSUG’s Risk Outlook) this aspect is of particular importance. 

• Creation of an enormous size of the financial markets. The total amount of 
outstanding structured securities is $2.3 trillion. A question is to what extent 
this vast growth of the financial system as a whole, has been directed to the 
real economy (the corporate sector) and what was the social utility of the 
majority of the activities in our wholesale financial markets. A fact however is 
that these values have created too-big-to-fail (TBTF) financial institutions and 
have enforced governments to bail out troubled TBTF institutions, at the 
expense of taxpayers. 

Having the above in mind, there is no evidence that European universal financial 
institutions avoid trading practices that are considered to be one of the main causes 
of the 2008 financial catastrophe. Looking at the market of securitised assets for 
Europe, it grew enormously during the last thirty years from $56 million in 1986, to 
$30,854 million in 1995, $1,090,728 million in 2005, peaking at $2,910,386 in 2009 
and still outstanding at $2,329,721 million in the second quarter of 20126. Even 
though there seems to be a tendency to size down the market since 2009, one can 
observe that during the post-crisis years (2009-2011), the issuance of structured 
financial products remained in considerably high levels, slightly above half a billion 
USD per year, figures that are close to 2006 levels. This is indeed something that 
should concern regulators. 

On the contrary, as already mentioned in FSUG’s initial Response to the 
Consultation by the High-level Expert Group: 

                                                 
4 See for example http://www.reuters.com/article/2010/09/22/us-philanthropy-clinton-banks-

idUSTRE68L4SH20100922. 
5 EU Employment and Social Situation, Quarterly Review, 2012. 
6 For tables and sources see the Annex. 
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• Retail banks are less likely to fail. 
• Commercial banks enjoy the unique privilege to access funds from Central 

Banks to support their role of funding the real economy. The funds held by 
Central Banks is public money and belongs to the citizens of the EU and 
therefore their support of the real economy is an essential and legitimate 
function. The support of the public purse would be confined to the activities of 
the retail banks. There is no rational arguments why the EU public should 
subsidise banks, for example, making loans to hedge funds outside the EU. 

• Commercial banks should be smaller and simpler. There is no evidence that 
larger banks are inherently more secure. Conversely, there is an argument 
that suggests larger banks are more riskier because of their complexity. 

• A separation would prevent commercial banks using their deposits which 
implicitly are linked to EU public support as collateral for speculative trading. 

• A separation would also help with transparency in a more competitive market 
and is likely to lead to better access to funds and more stable interest rates 
and to enhance responsible lending. 

Approached by a competitiveness point of view, a complete separation between 
commercial and investment banking is not expected to cause competitiveness 
issues. The report itself mentions that many countries around the world are 
considering additional regulations on top of international standards. For example, the 
US Volcker Rule restricts deposit-taking banks from engaging in proprietary trading. 

Furthermore, if the universal banking system is to be maintained as described, FSUG 
is concerned about the level of immunisation of the distinct financial organisations 
within the same banking group; any future failure of the non-depositary risk-taking 
organisation, as part of a banking group, should not by any means affect the viability 
of the group as a whole, and thus threaten the safer and most probably healthier 
deposit-taking institutions of the group. We are very concerned about the risk of 
contamination between the trading entity and the more socially important deposit 
taking entity in the event of the trading entity collapsing. We understand that the 
group did not receive any external, independent legal advice on whether a ring fence 
could be maintained in the event of the trading entity collapsing. 

Last, regulatory costs are expected to be higher if the proposed regulatory window of 
allowing trading activities up to a threshold will remain. Furthermore, there is an issue 
of potential regulatory arbitrage in case this threshold is left to be defined by national 
bodies. 

Overall, judged against the ‘socially useful’ tests, FSUG believes that the full 
separation option is a much more attractive option for financial users and the 
economy. Moreover, the full separation model has fewer major risks and downsides 
associated with it compared to ring fenced model. 

Second measure 

The group emphasises 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. 
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FSUG fully supports the Commission’s initiative to develop a possible EU framework 
for the management of failing credit institutions and an appropriate class of 
investment firms, as it seeks to provide a harmonised EU regime for crisis prevention 
and bank recovery and resolution, that will ensure that market exit remains a credible 
option, not only a theoretical possibility. 

In a recent response, FSUG reported that BRR plans should be viewed as 
a necessary part of several different measures to be taken in a new integrated EU 
crisis management framework whose main objective is to prevent a future financial 
crisis or at least minimise the burden on financial services users and on taxpayers, 
should such a crisis occur. A key issue is, again, the universal banking approach that 
lies the foundations of creating TBTF institutions that are highly interconnected. 
Overall, TBTF credit institutions are not easily resolved without causing systemic 
risks, which again raises questions regarding the preservation of universal banking, 
as described above. 

In the context described above, FSUG is concerned regarding the ability of universal 
banks to “draw up and maintain effective and realistic recovery and resolution plans”. 

Third measure 

The group strongly supports 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. 

FSUG supports this measure. We believe that bail-in instruments provide a better 
alignment of the interests of investors and senior management. It means that these 
stakeholders have a very real incentive in ensuring that a bank is prudently 
managed. 

Fourth measure 

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. 
Following the conclusion of the Basel Committee’s review of the trading book, the 
Commission should review whether the results would be sufficient to cover the risks 
of all types of European banks. Also, the treatment of real estate lending within the 
capital requirements framework should be reconsidered, and maximum loan-to-value 
(and/or loan-to-income) ratios included in the instruments available for micro- and 
macro-prudential supervision. 

FSUG fully supports the group’s suggestions. Although past banking regulations 
seemed to be based on risk based approach, the risk measures and construction of 
internal models provided too much freedom in downgrading the risk linked to capital 
requirements. But having in mind huge systemic risk inevitably connected with 
banking sector anyhow, more coherent risk management is required and more robust 
stress test are needed to check banks’ financial strength. 
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Fifth measure 

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. 

FSUG fully supports the consideration to augment existing corporate governance 
reforms. These reforms are even more essential in the case of financial institutions, 
firstly because there is strong evidence that poor corporate governance seems to 
have contributed to the financial crisis and secondly because the nature of banking 
activities is such that allows the development of situations (interdependencies, 
excessive risk taking, TBTF institutions that may lead to moral hazard, conflict of 
interests of different stakeholders and so on) that could be potentially detrimental for 
users. 

In a recent response to the EU corporate governance framework, FSUG supported 
the idea that a broader concept of the stakeholders’ approach of corporate 
governance should be adopted. In this context, the decisions made of each and 
every single company should comprise a compromise of shareholders, employees, 
creditors and other stakeholders. Furthermore, FSUG would argue, that the main 
objective of the firm in this context is the long-term survival, growth and stability. In 
this context, particular attention should also be granted to the ability to shape diverse 
boards of directors with a sufficient number of independent members that would fit in 
this broader concept of corporate governance. 

FSUG supports the High-level Expert Group’s proposal to reform banks’ 
remuneration schemes so that they are proportionate to long-term sustainable 
performance. The Report on the application by Member States of the EU of the 
Commission 2009/384/EC 2009 Recommendation on remuneration policies in the 
financial services sector has shown that “the substantial differences of national 
implementation on an element as fundamental as the structure of the remuneration 
policy are worrying. Further efforts are thus needed to deal with this problem.” FSUG 
considers a binding regulation as necessary to ensure a common approach within 
the EU. 

We consider the CRD III requirement that 50 % of the variable remuneration must be 
in the form of bank’s shares or other instruments and subject to appropriate retention 
policies as already a step forward. However, FSUG has concerns regarding the 
proposal that a share of the variable remuneration should be in the form of bail-in 
bonds. Although we take into account that such bail-in bonds may align beneficiaries 
on a long-term basis by tying parts of their remuneration to the financial 
strength/credit worthiness of the financial institution we consider that the same could 
be reached with a direct payment in shares that are linked to a long-term 
performance period with challenging (absolute and relative) performance 
benchmarks. Moreover, given the currently depressed value of banks’ shares 
a payment in debt bonus might be more lucrative for the beneficiaries than a long-
term investment in shares. 
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Regarding the proposal to consider a regulatory approach that could stipulate more 
absolute levels to overall compensation (e.g. that the overall amount paid out in 
bonuses cannot exceed paid-out dividends) FSUG would prefer to adhere to the 
basic principle that the variable part should not be too high compared to the fix part of 
the remuneration instead of a legally implemented fix cap. 

Finally, FSUG supports the approach of the High-level Expert Group board and 
shareholder approvals of remuneration schemes should be appropriately framed by 
a regulatory approach. Currently, there is no single form of the so-called Say on Pay 
uniformly adopted across countries. Existing models in Europe vary considerably in 
terms of their objective (remuneration policy or compensation levels), their 
restrictiveness (binding or advisory), and their trigger (legal requirement or market-
driven pressure). A fully harmonised approach would be favourable. 

An effective implementation of corporate governance principles goes hand in hand 
with effective sanctioning powers, as the High-level Expert Group rightly pointed out. 
Such sanctioning powers should especially enforce risk management and internal 
control responsibilities including sanctions against the executives concerned. Here, 
direct claims of investors against board members or other executives of financial 
institutions would be an efficient means but would need to be complemented with 
a collective redress regime on EU level. 

Regarding sanctions, FSUG considers that sanctions should be tough, meaningful 
and relevant both to the violation and to the institution and individuals involved in 
order to ensure that they have a direct impact on financial performance of the firm 
or/and on financial position of individuals (the proposed lifetime professional ban and 
claw-back on deferred compensation are welcomed). 

Sanctions should be set up based on the damage produced to the claiming 
consumers and/or on the size of additional gains produced by the law violation to the 
entire portfolio of clients and to the size of the firm involved. For example, fines 
should be set up as a percentage of the total assets or of the annual balance sheet 
turnover. 

Sanctions should penalise more a second or a third offence of the same nature, 
being on an increasing scale. 

At the same time, to be sure that consumers will not ultimately pay for the sanctions, 
there should be a rule for not recovering the fines by increasing the costs of the 
products and services, but out of the profit. The compliance with this rule should be 
monitored by regulators which may impose additional sanctions for such a bad 
practice. 
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Comments on other parts of the report 

The Report mentions that “…separation also aims to maintain banks’ ability efficiently 
to provide a wide range of financial services to their customers. For this reason, the 
separation is allowed within the banking group, so that the same marketing 
organisation can be used to meet the various customer needs. Benefits to the 
customer from a diversity of business lines can therefore be maintained.” FSUG is 
concerned about the robustness of this argument; to what extent will customers lose 
the plethora of the offered financial services, if the organisations are fully separated 
without any regulatory windows, as these are described above? Customers will 
simply have to refer to a separated trading entity. 

The report mentions that “…smallest banks would be considered to be fully excluded 
from the separation requirement”. A first question that arises is what is defined as 
‘smallest banks’ and a second question is why they should be excluded from the 
separation requirement, unless this is viewed as an incentive to lower the size of the 
banks, indirectly confronting the too-big-to-fail issue. 

Two of the overall five objectives of separation according to the report are “to 1) limit 
a banking group’s incentives and ability to take excessive risks with insured deposits 
(underline emphasis added); 2) prevent the coverage of losses incurred in the trading 
entity by the funds of the deposit bank (underline emphasis added)”. FSUG believes 
that a simple limitation and prevention is not enough, as it leaves space to banking 
groups to take excessive risks with insured deposits and to cover (parts of) losses 
incurred in the trading entity by the funds of the deposit bank. These two specific 
objectives should be to 1) forbid a banking group’s incentives and ability to take 
excessive risks with insured deposits; 2) forbid the coverage of losses incurred in the 
trading entity by the funds of the deposit bank. FSUG believes that it should be 
clearly stated that deposit banks are definitely and explicitly separated by trading 
entities and no regulatory windows are allowed. 

Suggestions 

FSUG suggests the following in terms of reforming the EU banking sector: 

• Commercial banks should be separated from investment banks. This would 
reduce the levels of risk for commercial banking and would turn commercial 
banks more on funding the real economy. 

• Public support is necessary in protecting consumers’ life-long savings. 
Furthermore, the banking system should facilitate the monetary policy, being 
the main channel of cash flows to the real economy. This relationship 
between the banking sector and the state should be limited to the commercial 
banking sector. 

• The process of securitisation should be, at least at a first stage, diminished. 
This would lead to the reduction of the TBTF phenomenon and would 
decrease the levels of risk in the system. FSUG is aware that this may also 
have negative consequences in terms of growth, but it is time to level down 
excessive debt-driven growth that jeopardises financial stability; at the end, 
debt is a matter of risk and return, but the crisis has shown that higher levels 
of return are enjoyed by the few, while when risk is realised, consequences 
affect the many. 
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Financial services users (consumers, micro-entrepreneurs and micro-investors) 
should be at the core of the context of this reform. Transparency and accountability 
are two issues that should be highly considered. Practices like securitisation with no 
direct and clear socially useful consequences do not help in a sector which services 
score last in consumer markets scoreboard7. 

FSUG would like to point out that the above suggestions should be viewed 
cumulatively, not individually. For example, even if commercial banks are separated 
from investment banks and the process of securitisation continues on, it is probable 
that future troubled TBTF investment banks could ask and get public support. 

FSUG recognises that solving the puzzle of the EU banking sector reform is not an 
easy task. However, financial users have suffered, are suffering and it seems that 
they are about suffer the most8 in a context where countries are asked to save the 
financial system, which in turn strikes back its own saviour. We believe that the EC 
should approach the EU Banking Reform in a way that the new environment that will 
emerge will eliminate any chance of taxpayers being called to rescue the financial 
system in the future.9 

                                                 
7

 http://ec.europa.eu/consumers/consumer_research/editions/docs/6th_edition_scorebo
ard_en.pdf 

8 Please refer to the FSUG Risk Outlook for an overall view of the detriments that financial users 
are expected to face in the future. 

9 Technical requirements: 3(b) of Annex of the Regulation. 
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Annex: European securitisation and structured finance tables10 
Table 1: Europe securitisation outstanding by collateral type (USD million) 

 ABS CDO MBS SME WBS  
Year Auto Consumer Credit Cards Leases Other CDO CMBS Mixed RMBS SME Other Pubs Total 
1986         56    56 
1987         1.066    1.066 
1988         6.701    6.701 
1989       276  9.437    9.713 
1990       276  13.300    13.576 
1991 391      779  18.007    19.177 
1992 671      640  19.491    20.801 
1993 1.416 1.129  284 140 108 1.118  20.026    24.222 
1994 1.025 1.811 372 616 418 473 1.675  22.479    28.868 
1995 745 2.671 1.026 883 954 473 2.031  21.513  163 393 30.854 
1996 1.915 3.489 1.169 2.024 3.558 8.767 2.229  17.468  295 393 41.307 
1997 1.854 3.904 1.599 2.390 4.387 8.386 4.642  20.960  506 52 48.682 
1998 1.631 4.401 3.366 3.362 7.223 11.142 5.070 896 27.165  1.201 1.110 66.568 
1999 3.837 5.833 5.294 4.156 19.592 12.643 10.201 902 46.008 3.392 3.276 3.244 118.379 
2000 5.129 6.923 8.525 3.957 20.797 24.869 19.385 777 80.251 4.656 4.193 5.772 185.234 
2001 8.989 11.361 9.979 8.679 37.576 63.408 35.617 2.684 138.571 18.752 9.067 5.926 350.610 
2002 17.776 16.460 15.427 17.828 42.398 79.293 49.141 9.876 200.237 24.492 14.507 9.090 496.524 
2003 19.179 24.049 20.892 20.221 44.871 102.931 56.162 10.353 298.067 30.964 22.560 12.051 662.300 
2004 23.950 20.586 27.118 26.742 60.423 131.481 68.786 8.248 390.316 40.177 26.267 12.409 836.503 
2005 24.192 19.879 37.821 31.254 82.024 173.212 96.043 12.935 498.990 70.199 29.478 14.702 1.090.729 
2006 30.934 29.920 38.318 33.013 105.993 238.996 141.665 8.942 708.359 93.061 29.893 16.217 1.475.310 
2007 42.171 37.759 30.287 30.147 109.449 295.354 175.775 9.799 1.066.240 162.198 33.465 15.699 2.008.342 
2008 51.155 63.522 35.036 40.980 98.300 380.424 170.239 13.464 1.665.659 194.409 33.146 15.395 2.761.729 
2009 57.474 75.309 29.472 43.725 100.596 358.470 173.205 23.082 1.775.627 225.859 32.755 14.813 2.910.386 
2010 50.533 68.923 24.852 36.423 89.003 309.692 167.039 21.273 1.684.710 233.986 37.998 14.544 2.738.977 
2011 50.412 74.860 22.581 38.803 86.207 258.534 145.415 14.663 1.587.978 244.162 39.866 14.269 2.577.752 
2012 54.009 70.458 27.450 30.974 84.164 232.276 140.580 12.988 1.395.893 223.182 44.410 13.338 2.329.722 

SME: Small and Medium Enterprises 
WBS: Whole Business Securitisation. Certain WBS structures may be bucketed in other categories (ABS and CMBS) based on the nature of the transaction and are evaluated on a case by case basis. 

                                                 
10 Source: http://www.sifma.org/research/statistics.aspx (under Structured finance subtitle). 
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Table 2: Europe securitisation issuance by collateral type (USD million) 
 ABS CDO MBS SME WBS  

Year Auto Consumer Credit Cards Leases Other CDO CMBS Mixed RMBS SME Other Pubs Total 
1986             0 
1987         1.011    1.011 
1988         5.635    5.635 
1989       276  2.736    3.012 
1990          3.863    3.863 
1991 391      503  4.878    5.771 
1992 280         1.483    1.763 
1993 745 1.129  284 140 108 479  1.565    4.450 
1994  682 372 331 278 365 803  4.301    7.132 
1995  860 655 270 536  582  2.275  163 393 5.734 
1996 1.169 1.417 142 1.463 2.626 8.294 678  2.022  133  17.945 
1997 420 415 431 607 956 1.324 2.742  6.164  220  13.279 
1998 1.152 1.594 2.113 1.107 3.051 4.762 950 943 13.896  686 1.058 31.311 
1999 2.691 2.516 2.199 1.267 12.771 8.544 5.872 118 26.461 3.392 2.207 2.190 70.228 
2000 1.909 2.254 3.712 910 4.120 15.705 10.476  41.756 1.264 917 2.655 85.680 
2001 6.077 5.649 1.948 5.492 24.192 40.786 17.134 2.066 69.251 14.158 4.887 183 191.822 
2002 11.245 6.185 6.496 10.179 10.233 20.880 19.137 7.712 79.763 10.193 5.475 3.615 191.113 
2003 4.680 12.260 6.983 3.427 9.423 26.281 12.393 837 131.841 10.025 8.311 4.728 231.191 
2004 9.531 2.490 7.188 10.989 26.310 42.671 21.760 56 142.748 14.743 4.404 2.112 285.003 
2005 7.956 3.899 13.535 9.373 30.348 51.207 44.123 7.242 179.732 39.786 4.555 3.307 395.064 
2006 14.668 15.964 3.190 8.880 33.629 81.261 69.108 2.178 306.372 35.583 2.411 2.572 575.816 
2007 19.259 11.432 597 5.572 14.160 81.418 61.285 3.536 503.777 92.569 6.548 484 800.637 
2008 18.886 35.958 15.824 18.549 5.514 125.863 8.675 7.865 790.743 67.691   1.095.567 
2009 20.182 28.440 1.648 5.799 13.000 67.243 20.740 12.308 323.239 80.423 2.606  575.628 
2010 18.847 9.649 7.584 2.459 2.787 38.802 8.020 841 367.921 52.101 5.905  514.918 
2011 32.412 20.845 10.814 21.315 16.033 13.076 3.229 1.971 307.549 83.734 3.039 0 514.017 

2012 (Q1+Q2) 15.292 4.731 6.329 1.249 1.040 876 4.024 0 109.877 18.135 2.760 0 164.314 

 


