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Dear Commissioner Barnier  
 
Please find enclosed Standard Chartered’s response to the report from the High-Level 

Expert Group on Reforming the Structure of the EU Banking Sector.  Our response 

highlights significant concerns with the approach proposed.  We do not believe the proposed 

structural reforms will bring much, if any, benefit to financial stability and we are certain that 

they will lead to significantly increased costs and complexity, and inexorably lead to higher 

costs of credit and banking services more generally within the EU.  Furthermore, whilst 

supportive of the concept of “bail-inable” capital, we believe this should be on a statutory 

rather than contractual basis, should cover all existing debt, and should trigger at the point of 

resolution.  That said, we are supportive of some of the report’s other non-structural 

proposals, such as caps on commercial real estate lending and increased capital 

requirements for trading book activities. 

In considering the report, we ask the Commission to consider the scale of the regulatory 

changes already implemented or in train as a result of Basel III.  Such measures – most of 

which we actively support – amount to making massive simultaneous changes in almost 

every aspect of how banks operate.  Whilst such radical changes are undoubtedly 

necessary, we should be mindful of the challenges of transition and the risk of unintended 

consequences.  The European banking sector is already manifestly struggling to fulfil its role 

in supporting economic growth and job creation.  To justify adding to the challenge of 

implementing fundamental structural reform along the lines envisaged by the Liikanen report, 

the arguments in favour would have to be compelling.  They are not. 

If the Commission does decide to pursue the route of structural reform, despite what we 

consider to be the overwhelming arguments against doing so, there are a number of critical 

questions about the Liikanen proposals that need clear answers.  For Standard Chartered, 

the most fundamental is the territorial scope of the proposals.  The report is unclear about 

whether the structural separation of activities is limited to the EU or extends to the global 

activities of EU domiciled banks.  If the latter, it threatens the continued viability of successful 

international banks such as Standard Chartered as EU domiciled institutions, since it would 

appear impossible to implement.  Another important issue relates to the impact of the 

proposals on asset and liability management (“ALM”).  As one of Europe’s most liquid banks, 

we run a significant ALM portfolio due to the sheer scale of our surplus deposits.  It would 

seem perverse to incentivise us to reduce our liquidity and thus our balance sheet strength, 

but this appears to be what the proposals imply. 



 

The European economy needs a stable financial system, and banks that are focused on and 

able to support the real economy.  Much progress has been made towards these objectives, 

and more is being done.  Before embarking on further measures that could undo much of 

that progress and would represent a significant drag on economic recovery and job creation, 

we urge the Commission to consider these issues very thoughtfully, and to conduct a full 

economic impact assessment. 

We would of course be delighted to discuss these matters in more detail with you and your 

team. 

Yours sincerely 

 
 
Peter Sands 
 


