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The European Association of Public Banks (EAPB) is pleased to provide a response to the 

European Commission Consultation paper on the recommendations of the High-level Expert 

Group on Reforming the structure of the EU banking sector (hereinafter: “HLEG”). 

 

General RemarksGeneral RemarksGeneral RemarksGeneral Remarks    

The EAPB welcomes that the Commission started a consultation alongside the publication of 

the HLEG report. We explicitly support the general objective of the group, which is to prevent 

future crises and to enhance the protection of customer deposits. In the very beginning of its 

report the HLEG found “that no particular business model fared particularly well, or 

particularly poorly, in the financial crisis”. The EAPB would like to further emphasise this 

finding. In our view, for the time being, mandatory changes of the European universal 

banking system cannot be deemed necessary to promote systemic stability. Instead, the 

expected costs of separation and the organisational changes behind will only lead to a 

further rise in cost of investment banking activities. 

 

The report makes a strong reference to on-going and approved regulatory initiatives on the 

national as well as on the European level. However, the ideas proposed in the report could, 

together with other regulatory initiatives such as the proposal for a Recovery and Resolution 

Directive (RRD), add up to a high regulatory burden. In this respect, the EAPB believes that it 

is necessary to further develop how the HLEG report intertwines with the corresponding 

initiatives. Until it is done so it should be avoided to process the ideas of the HLEG and 

already existing regulatory initiatives in parallel. Moreover, we recommend clarifying why the 

existing measures and proposals are not sufficient in their substance, and why the proposed 

separation of trading assets leads to a higher systemic stability.  

 

In the remainder of this response document, the EAPB would like to especially emphasise the 

proposed separation of assets, and the suggested amendments to the bail-in. 
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Mandatory separation of proprietary trading activities and other sigMandatory separation of proprietary trading activities and other sigMandatory separation of proprietary trading activities and other sigMandatory separation of proprietary trading activities and other significant trading activitiesnificant trading activitiesnificant trading activitiesnificant trading activities    

The EABP is especially concerned about the details of the proposed separation of assets 

which shall eventually lead to ring-fencing a so-called “trading entity”. While the EAPB 

acknowledges that the HLEG took a different stance than the British “Vickers report” on the 

question of which entity to ring-fence it believes that the calibration of the thresholds and 

the inclusion of the “available for sale”-category (AfS) could lead to unintended effects. 

 

As regards the thresholds for separation, the EAPB proposes to further assess both the 

proposed threshold of 15-25% of total assets and the absolute threshold of EUR100bn. 

Before applying any such thresholds the possible impact on the banks as well as on the real 

economy should be subject to thorough examinations. In this regard, the EAPB believes that 

using the IFRS classification for distinguishing between risky financial activities and non-

risky financial activities is not appropriate. Firstly, the held for trading category can contain 

assets which are clearly designated to avoid accounting inconsistencies, i.e. their objective is 

not trading. Hence, they should, in our view, not be included in the calculation of the first 

stage. Secondly, the AfS portfolio contains the liquidity portfolio. In the view of EAPB, it 

would be counterintuitive to include a portfolio which is advocated and obliged by 

regulation, and which moreover is clearly put in place for the purpose of risk reduction. 

Therefore, any sensible assessment of a required legal separation of trading activities must 

not be based on AfS but must include the trading purpose as its main parameter. Finally, 

taking AfS into account for the separation would also require small banks without actual 

trading activities to apply the measures. As these banks are not systemically relevant the 

EAPB instead recommends setting up a floor. Banks exceeding the floor level would then fall 

under the threshold criteria. Other banks would be able to minimize their administrative 

burden arising from the examination of the criteria. 

 

However, before assessing any options for the application and examination of the thresholds 

the EAPB believes that it is necessary to take into account the work of the Basel Committee 

on Banking Supervision (BCBS). In its “Fundamental review of the Trading Book” the BCBS is 

currently discussing whether to apply the „Evidence-based boundary approach” or the 

„Valuation-based boundary approach” in order to define the trading book. The BCBS did not 

yet decide which approach should be applied. While the HLEG approach argues in favour of 

the latter and thus prejudices the BCBS work the EAPB highly recommends waiting until the 

BCBS has published its results. 

 

Possible amendments to the use oPossible amendments to the use oPossible amendments to the use oPossible amendments to the use of bailf bailf bailf bail----in instruments as a resolution tool in instruments as a resolution tool in instruments as a resolution tool in instruments as a resolution tool     

In addition to the separation of trading assets, the HLEG further pushed forward the bail-in 

tool as a widely applicable solution for the resolution of financial institutions. The EAPB is 

concerned about this approach. The bail-in, or – to be more precise – the conversion of 

liabilities into assets, is tailored for (publicly listed) corporations. Public banks usually do not 
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have fungible assets which would allow for such a conversion. Furthermore, a broad range of 

public banks is not allowed to permit private ownership as this would contradict the purpose 

of the restricted statutory missions for these banks. In order to take these specific 

characteristics into account a further consideration of resolution tools should carefully 

consider the different legal structures of European financial institutions. 

 

 

The European Association of Public Banks (EAPB) directly and indirectly represents about 100 

public banks from nearly all European countries, with a total market share of 15%. The EAPB 

represents promotional banks, financial agencies, export financing institutions and other 

public banks with special tasks and under public control. 


