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At the request of the Confederation of 
Netherlands Industry and Employers 
(known as VNO-NCW), KPMG analysed 
the effects of the accumulation of 
regulations on the Dutch banking 
services sector.  

Section 1 of this report presents a 
summary and our conclusions. The 
following sections discuss the results 
of our analysis. 

Section 2 describes the banking sector 
in the Netherlands, its operations, and 
the relevant environmental factors it 
faces.  

A total of 38 new rules and initiatives 
were analysed, a list of which is 
contained in the appendices. Section 3 
presents a summary of the rules that 
have or will have a major impact on 
banking services right now and in the 
short term.  

 

 

 

 

 

In hoofdstuk 4 volgt een analyse. Deze 
geeft een overzicht van de effecten  

 

 

 

 

 

 

 

 

This is followed by an analysis in 
section 4, which presents an overview 
of the effects of regulations and, as 
such, does not offer an opinion on the 
quality and effectiveness of the 
(individual) regulations. The analysis 
specifically focuses on the services 
provided by the Dutch banking sector. 
These services include the whole 
range of services offered by banks to 
consumers and businesses. 

Part of the analysis comprises a 
quantification of the four rules 
expected to have the largest impact on 
the business model of banks and of 
which the impact is sufficiently 
quantifiable.  

Finally, the last section discusses the 
potential (compounding) effects of 
new regulatory initiatives.
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  AFM Netherlands Authority for the Financial Markets 

BCBS Basel Committee on Banking Supervision 

DNB Dutch central bank (De Nederlandsche Bank) 

EBA European Banking Authority 

ECB European Central Bank 

ESA European Supervisory Authorities 

ESMA European Securities and Markets Authority 

ESRB European Systemic Risk Board 

FSB Financial Stability Board 

IMF International Monetary Fund 

SIFI Systemically Important Financial Institution 

 

See appendices for an explanation of abbreviations of legislation and 
regulations. 

 

 

Glossary 
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In recent years, global, European and 
domestic legislators and authorities 
have introduced a large number of new 
regulations to make the banking sector 
more stable and to reduce risks. 
Although the impact of separate 
proposals is usually made quite clear, 
there is a lack of insight into the 
combined cumulative effects of all 
these proposals, in particular as far as 
the Netherlands is concerned. This 
report aims to bridge that gap by 
offering an integrated overview of 
recent and pending regulations. The 
analysis we conducted aims to provide 
insight into the potential effects of the 
new regulations, particularly on the 
ability of banks to provide credit and 
thus the ability to finance the Dutch 
economy.  

The core function of banks is to attract 
capital from individuals and businesses 
and, in turn, use this to extend loans. 
Banks are the primary credit providers 
for the Dutch corporate sector. The 
Netherlands has an open economy and 
the corporate sector has a strong 
international focus. The banks in the 
Netherlands have also traditionally had 
a strong international orientation. The 
core function of banks is essential for 
the Dutch economy.  

In contrast to banks abroad, Dutch 
banks are limited in performing this 
core function to attracting private 
savings. The Dutch do save, but these 
savings are not sufficient, for example, 
for the financing of outstanding 
mortgage loans. Apart from that, the 
Dutch invest a significant part of their 
savings through the Dutch pension 
system. These savings are mainly 
invested abroad by pension funds and 
are therefore not available for 
investment into the Dutch economy 
through loans provided by the banking 
sector. 

That is why Dutch banks, more than 
banks in other European countries, 
have to rely on international capital 
markets to fund their lending to 
businesses and individuals. 

Dutch banks are required to perform 
the aforementioned core function 
against this backdrop, while 
maintaining sufficient buffers 
(solvency) and on-call funds (liquidity) 
as well as realising returns that satisfy 
the requirements of their financers 
(providers of debt on the international 
capital markets and shareholders). 

Analysis structure 

This report analyses the impact of new 
regulations that have a significant 
impact on the way in which banks can 
continue to fulfil their core function. 
The emphasis of the analysis is on 
measures intended to strengthen the 
stability of the banking industry and 
that have the largest impact on 
stability. The analysis covers the period 
2012-2015 because the peak of the 
implementation of new measures in 
the banking sector will be during the 
next four years. It is important to note 
here that, for determining the effects, 
it is not always possible to assume the 
formal implementation periods which, 
in some cases, run until 2019. Market 
discipline means that banks, for 
example, will already implement 
certain requirements in 2013, such as 
the capital requirements of Basel III, 
rather than in 2019, as the rule 
requires.  

This report highlights the qualitative 
impact of 38 measures on the 
business model and service provision 
of the banking sector.  

It subsequently quantifies the 
cumulative effect of the four most 
radical measures, namely:  

 Basel III/CRD IV: these concern 
proposals to increase the stability 
of banks. The main purpose of 
these proposals is to improve the 
quality and quantity of the capital 
that banks are required to hold, 
increase liquidity buffers, and 
significantly strengthen risk 
management; 

 Financial stability contribution 
(bank tax): the specific tax of 
EUR 600 million to be paid by 
banks with effect from mid-2010 
and which will be allocated to the 
general reserves; 

 Ex-ante deposit guarantee scheme 
(DGS): to this end, a fund is 
established to which banks will 
contribute a minimum of 
EUR 400 million a year. The 
purpose of the fund is to pay out to 
holders of savings accounts in the 
event that a bank can no longer 
meet its obligations; 

 Bail-in debt (crisis management 
framework): the European 
proposals for crisis management 
contain a measure that grants 
regulators the power to convert 
debt into equity upon the 
occurrence of a ‘trigger event’ 
(when a bank gets into difficulty).  
This means that the bank’s debt 
holders (financers) have to share 
the burden of any losses incurred 
by the bank. As a result, a bank in 
difficulty is then given more 
breathing space to recover, thus 
reducing the risk of the 
government having to bail it out. 

1. Summary 
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In determining the quantitative impact 
of these measures on the Dutch 
banking sector as a whole, the initial 
situation, adjusted for the most 
important Basel III effects (post-
migration), was first established. The 
effects of the above regulation were 
then extrapolated to provide insight 
into the solvency, liquidity and 
profitability of the banks had they not 
implemented any measures. Based 
partly on literature studies and 
workshops with banking experts and 
economists, the most likely measures 
that banks will needto implement 
(management actions) were estimated 
and their effect on the availability and 
pricing of the banks’ lending activities 
was calculated. The banks can basically 
take the following measures: 

 Cut costs; 

 Issue new capital; 

 Re-price credit (increase interest 
on loans); 

 Attract long-term financing to 
substitute short-term unsecured 
financing (because long-term 
financing pose fewer re-financing 
risks and is therefore better for the 
bank’s stability. This is expressed 
in the prescribed liquidity ratio); 

 Shrink the balance sheet (for 
example, issue fewer loans).  

Every choice for one (or a combination) 
of these options subsequently has an 
impact on the ability of banks to 
provide loans, and thus on financing 
the Dutch economy.  

The method applied and the 
information available for the survey 
inherently have a number of 
limitations, such as the subjectivity of 
assumptions (see 4.3.2) and the 

representativeness of the 2011 figures 
as the basis for assessing 
developments in the coming years. 

In addition, the applied model assumes 
aggregated figures for the sector. The 
impact at the level of an individual bank 
or domestic or foreign activities can 
therefore be different. Moreover, 
economic developments, for instance 
credit losses, interest rate expectations 
and demand/supply interactions are 
not taken into consideration. The 
model can therefore be classified as a 
supply model. Also, the effects of 
Basel III, DGS and the bank tax can 
already be calculated on the basis of 
clearly set of requirements. Bail-in debt 
as a component of the crisis-
management package is a relatively 
new concept and still has to be 
incorporated into Dutch regulations. 
Based on the available studies, 
however, it is already clear that these 
measures will lead to an increase in 
funding costs for banks in the coming 
years for debt that will mature beyond 
2018. This means that the calculated 
results must be seen as a 
substantiated and consistently 
calculated assessment that 
nevertheless is unavoidably shrouded 
in uncertainties. 

The plausibility of the method and 
information applied in the analysis was 
validated during discussions with 
experts and economists in the banking 
sector. This specifically concerns the 
representativeness of the 2011 figures 
and the assumptions used in the 
extrapolation. 

Conclusions 

The study into the effects of 38 
measures shows that the banking 
sector is facing regulations that affect 
every aspect of banking operations: 

 For instance, banks will have to 
hold substantially more capital, 
precisely when financing through 
the capital markets is under 
pressure; 

 Banks will also face higher 
financing costs and lower results 
from other services; 

 All the new legislation will result in 
a structural increase in reporting 
activities, leading to more pressure 
on the existing organisation; 

 The measures make a significant 
demand on a bank’s capacity to 
absorb regulations. 

The cumulative effects of the most far-
reaching measures have been 
quantified. These concern Basel 
III/CRD IV, bail-in debt, bank tax and 
the deposit guarantee system (ex-ante 
DGS).  

The analysis shows that the combined 
effect of these measures means that, 
without adjustments to the banking 
services offered and to the bank’s 
operations, Dutch banks will not be 
able to comply with the regulatory 
and/or market-imposed (minimum) 
requirements set for 2015. 

This study shows that it will be 
impossible to comply with the 
requirements merely by cutting costs. 
In the calculation it is also assumed 
that banks in this situation will not 
distribute dividends to their 
shareholders. At the same time, it is 
very difficult (if not impossible) to find 
new shareholders in the current 
market conditions. This leaves the 
bank having to take measures such as 
re-pricing new loans, attracting long-
term financing to replace so-called 
unsecured short-term financing, and 
shrinking the total bank balance sheet. 
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Based on these limited options, 
different scenarios have been applied, 
with all the requirements arising from 
regulations and market compliance. 
The most likely scenario envisaged, in 
which banks can adjust their funding 
profile to a limited extent, leads to – 
after retaining all earnings to 
strengthen solvency and liquidity – a 
cumulative shrinkage of EUR 200 
billion (approximately 9% of total 
assets) combined with an average 
price increase in lending of 0.80 to 
0.90 percentage point. This assumes 
cost reductions of 5% and attracting 
EUR 50 billion in long-term financing. 
This scenario and other variations to be 
considered are dealt with in greater 
detail in the report. 

An important finding of the analysis is 
that the relative effect of bail-in debt 
can be very significant. The impact is 
partly determined by the way in which 
these proposed European regulations 
will be incorporated into domestic 
legislation. A more restricted 
implementation aimed at specific 
forms of financing will have more 
limited consequences in the 
Netherlands than a broad 
implementation with the regulator 
having the power to convert all 
financing into equity. In this respect, 
this report highlights the fact that 
measures that reduce risks and have a 
positive effect on the stability of the 
banking sector could be at the cost of 
stimulating the economy. At the same 
time, guaranteeing stability contributes 
towards a fertile business climate. 

In addition to the 38 measures 
mentioned above, this report also 
provides a glimpse into possible new 
regulations. At present, legislators and 
authorities are considering additional 
rules regarding a banking union, 
protecting retail activities, a European 

transaction tax or stamp duty, and 
additional macro-prudential 
supervision. The details of these will 
affect the particular effects on the 
banking sector. A comprehensive split-
up of Dutch banks, in particular, would 
further increase the reliance on capital 
markets to meet financing needs.  

Given the large cumulative impact of 
the measures, it should be stressed 
that regulations not only have a direct 
financial impact, but also a significant 
influence on banks’ capacity for 
change. With a large number of 
regulation-driven projects in the 
banking sector – certainly in the current 
economic climate – it is a challenge to 
free up sufficient resources and capital 
to also carry out initiatives aimed at 
realising objectives focused on 
consumer satisfaction, innovation and 
commercial performance. 

On the one hand, the total number of 
existing and new regulations limits 
risks, creates more transparency, and 
leads to better information provision. 
On the other hand, the analysed 
measures lead to a reduction in lending 
capacity, an increase in the cost of 
lending, and fewer options for banks’ 
clients. 

A significant part of this conclusion – 
specifically with respect to the Dutch 
banking sector – is driven by the 
dependency of Dutch banks on 
financial markets and the limited 
possibilities for attracting savings. This 
limitation is compounded by the 
Solvency II regulation now being 
prepared for insurance companies, 
which will probably result in a lower 
demand for bonds issued by banks. 
Finally, the accumulated regulations 
will possibly have a pro-cyclic effect, 
with the additional (external) buffer 
requirements enforced via the DGS, 

and bank tax having an immediate 
restrictive effect on banks’ lending 
capacity and possibly resulting in only a 
limited incremental (in addition to the 
anticipated effects of Basel III/CRD IV 
and bail-in debt) strengthening of the 
stability of the sector. 
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In the Netherlands, the banking sector is almost wholly responsible for financing the corporate sector and 
households. The major role that banks have in this capacity to facilitate economic growth implies that the 
banking sector has to deal with a large number of stakeholders. The banking sector is facing a major 
challenge in regaining the lost trust among these stakeholders at a time when the economic crisis, the 
uncertainty in the financial markets and negative trends in other environmental factors are restricting the 
room to manoeuvre.  

2.1 Introduction 
Traditionally, the banking sector in the 
Netherlands has played a pivotal role in 
the open Dutch economy.  

Banks play a vital role in the economy 
by effectively and efficiently matching 
the demand and supply of financial 
resources and services. 

More than 95%(1) of the corporate 
sector sees banks as their primary 
credit providing partner. The banking 
sector takes care of domestic and 
international payments for its clients. In 
addition, banks manage savings 
deposits entrusted with them and 
provide private clients with mortgage 
and other loans. 

Other activities include corporate 
services, such as asset management 
for private and institutional investors, 
placement of newly issued emissions 
of bonds and shares for businesses 
and public authorities, custodianship of 
securities, international payment 
transactions, issuing credit guarantees, 
clearing financial transactions on the 
stock market, or hedging foreign 
currency and interest rate positions. 

The Dutch banking sector is typically: 

 Internationally oriented because it 
has traditionally supported 
companies wishing to operate 
internationally;

 

 Consolidated: following a number 
of decades of mergers, the sector 
consists of a small number of large 
universal banks and a very diverse 
group of medium-sized, smaller 
and foreign banks; 

 Relatively large compared to other 
sectors: with total assets of the 
banks established in the 
Netherlands of some 
EUR 2,500 billion (excluding any 
foreign branches)(2), it employs 
131,656 people (2010)(3) and, with 
a share of more than 4% in 
domestic revenues (2009) (4), is a 
relatively large contributor to the 
Dutch economy; 

 A major part of the Dutch financial 
sector and, as such, offers an 
inviting climate for the 
establishment of (European) head 
offices.  

  

2. Banking operations and 
environmental factors 
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2.2 Banking sector 
business model 
As mentioned above, Dutch banks fulfil 
a range of functions in the economy. 
Among other things, banks act as 
advisers, intermediaries and managers 
of entrusted funds. Although these are 
important activities for banks, the 
business model of Dutch banks can 
typically be described as ‘interest-
based operations’, which entails 
attracting and issuing financial 
resources to both private and corporate 
clients. As a company, banks in this 
role add public value through 
‘transformation’ of the size, maturity 
and risk of funds borrowed and lent.  

To get a clear picture of the cumulative 
effect of regulations, it is helpful to first 
examine the workings of a bank � as 
described below.  

2.2.1 Transformation 
This function can be illustrated on the 
basis of the relationship between 
savings and mortgages, which we 
explain below:  

1. Size transformation: by 
accumulating the relatively small 
amounts in savings accounts, a 
bank can offer larger mortgages. 
This is referred to as ‘size 
transformation’. The savings 
accountholder is rewarded with 
interest on the savings and the 
homeowner rewards the bank by 
paying interest on the mortgage. 
The difference between the two 
represents the gross margin (before 
costs) for the bank. 

2. Maturity transformation: apart from 
the size, the maturity of obligations 
also plays an important role. The 
maturity (when payable) of a 
savings contract is generally short, 
several days to some weeks. In 
contrast, the maturity of a 
mortgage is long, usually a period 
of 30 years (see Figure 2). Size 
transformation often goes hand-in-
hand with maturity transformation. 

3. Risk transformation: by acting as 
counterparty between saver and 
borrower, several risks are 
transferred to the bank. This is 
referred to as ‘risk transformation’. 
The bank then assumes the risks of 
lending out the savings deposits. 
The bank mitigates these risks by 
spreading them across different 
borrowers. Borrowers are subject 
to strict repayment criteria. The 
risks are also hedged on the 
financial markets. 

Figure 2: Simplified illustration of maturity transformation 

Source: KPMG analysis based on DNB information. 
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Figure 3: Simplified illustration of bank balance sheet 

Assets Liabilities 

Credit portfolio Mortgages of    private 
clients 

Debt Savings deposits of 
private clients 

 Corporate loans  Borrowings on 
capital market 

Own investments Securities Equity Capital 
(shareholders) 

Source: KPMG analysis. 
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4. Through size, maturity and risk 
transformation, banks ensure the 
efficient application of available 
resources, which means that 
businesses and households earn 
interest on their savings and can 
take out credit. 

The extent to which a bank fulfils the 
transformation function determines the 
size and composition of the balance 
sheet. The bank’s role as counterparty 
to both creditor and borrower is also 
reflected in a bank’s balance sheet 
(see Figure 3). A bank’s assets 
traditionally consist of loans issued, 
including mortgages, investments in 
securities, and cash. The liabilities 
consist of attracted savings of and debt 
(funding) from professional 
counterparties (e.g. insurance 
companies, pension funds, investment 
institutions) and equity provided by 
shareholders (capital).  

Depending on the underlying activities, 
loans issued pose various risks. For 
instance, the credit rating of a 
borrower determines the credit risk of 
this ‘counterparty’. The essence of 
interest-based operations is that the 
bank prices these risks upon 
transformation and, given its 
responsibilities with respect to 
entrusted funds, refrains from taking 
elevated risks.  

The lending operations are funded by 
liabilities in the form of funds entrusted 
with the bank. Just like other 
companies, a bank holds equity 
(capital) to serve as a buffer in the 
event of losses on loans.  

Through the composition of the 
balance sheet and the relatively low 
risks associated with a bank’s lending 
operations (only a fraction of the loans 
issued is not repaid), this buffer, 
measured against the balance sheet 

total (the so-called leverage ratio), is 
low compared to non-financial 
institutions. 

This equity is split into two categories: 
Tier-1 and Tier-2 capital. The difference 
between the two is the extent to 
which the investor is compensated in 
the event of bankruptcy � in other 
words, the repayment obligation the 
bank has towards the investor. This 
obligation is lower in Tier 1 than in Tier 
2 capital. There is even a sub-category 
in Tier 1, the so-called core Tier 1 
capital with no repayment obligation at 
all. 

As far as other liabilities are concerned, 
a bank should offer creditors, rwhether 
private or professional investors, 
compensation that is partly dependent 
on the risk to which a bank is exposed. 

The degree to which a bank can 
provide lending is determined by its 
capital position. 
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2.2.2 Balance sheet and 
profit and loss account 
The business model and result of a 
bank are primarily determined by the 
following factors: interest income, 
operating expenses and other income 
(such as commission income and 
trading activities).  

A bank’s business model largely 
consists of ‘interest-based operations’, 
in addition to ‘advisory operations’. The 
interest-based operations, driven by 
the bank’s aforementioned 
transformation function, generates an 
interest margin (the bank receives 
more interest than it pays), while the 
advisory operations generate fees 
income. Together, the interest margin 
and the fees represent the bank’s 
income (see Figure 4). Costs incurred 
by the bank are deducted from this. To 
determine the result, the risk costs 
(e.g. write-downs of investments or 
loans and taxes payable) should be 
deducted from the gross result. Should 
this result in a profit, it can be used, 
among other things, to strengthen 
capital or be distributed to the 
shareholders. 

The risks arising from the bank’s 
balance sheet (such as credit risk or 
interest rate risk) determine the 
amount of capital (buffer) required to 
absorb unexpected losses as a result 
of these risks. 

 

  

Figure 4: Simplified illustration of a bank’s business model 

Source: KPMG analysis. 
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2.3 Stakeholders of 
banks 
The table on the right identifies the 
major stakeholders of banks and their 
expectations.  

This shows that banks are facing the 
challenge of meeting the expectations 
of a diverse group of stakeholders, a 
demanding ‘balancing act’. 

This challenge is also compounded by 
the fact that the various groups of 
stakeholders are not homogenous and 
voice their views in different ways. 

Because banks generally operate 
internationally, they have both 
domestic and international 
stakeholders, which requires the 
utmost diligence in constantly 
weighing up different interests. Banks 
are organised to support this. 

It is in everbody’s interest that the 
banking sector continues to offer 
secure, stable and reliable services. 

 

 

Expectations of the major stakeholders 
 

Private clients 

 Mortgage lending 

 Deposits at the best possible interest 
rate 

 Security 

 Secure payment transactions 

Businesses 

 Access to financing 

 Specialist advice 

Regulators 

 Solid banking institutions 

 Client centricity 

 Free and competitive markets 

Government 

 Taxpayer protection 

 Financing of economic activities 

The general public 

 No excessive returns  

 No bonuses 

Equity providers 

 Reasonable return on equity 

 Dividends 

 Clarity about legal position 

 Sufficient guarantee of getting their 
investment back 

Employees 

 Job security 

 Competitive salary for specialists 

Source: KPMG analysis. 
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2.4 Specific 
circumstances of the 
Dutch banking sector 
The section below discusses important 
environmental factors that Dutch banks 
face and presents an overview of the 
specific circumstances in which Dutch 
banks operate (see Figure 5). 

2.4.1 Open economy 

More than 95%(1) of corporates 
considers banks to be their primary 
credit partner. Moreover, a large part of 
the Dutch corporate sector is centred 
around exports (5), which is also 
financed by the banking sector. 

This makes the Dutch economy highly 
dependent on the banking sector for 
its functioning and growth. The fact 
that the Dutch economy relies so 
heavily on exports also means that 
economic and political developments 
in Europe have a great impact on both 
the Dutch economy and the Dutch 
banking sector. 

  

Figure 5: Specific circumstances 

 

 

Source: KPMG analysis. 
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2.4.2 Dependence on the 
international capital market 
Dutch banks have to find a significant 
part of their financing (more than 
20%(6)) on the (international) capital 
markets. The background to this is 
that, although the Dutch do save 
considerably, a large part of their 
savings has to be placed with pension 
funds and insurance companies. In 
turn, pension funds have a limited role 
in financing Dutch banks. 
Consequently, relatively little savings 
deposits are available to banks in the 
Netherlands compared to the rest of 
Europe for them to fulfil their 
transformation task (see 2.2.1). 

Pension funds, on their side, have a 
limited role as a source of funding for 
Dutch banks. On the other hand, long-
term lending to private clients (>120% 
of GDP in 2011) is high(7) compared to 
other countries (~60% for the euro 
zone). As a result, the outstanding 
amount in the Netherlands in corporate 
credit and mortgage loans (in total 
some EUR 900 billion) is much higher 
than the amount in private savings 
deposits placed with banks in the 
Netherlands (some EUR 400 billion): a 
difference of approximately 
EUR 500 billion at the end of 2011(2). 
This situation is referred to as the 
‘retail funding gap’. 

2.4.3 Mutual trust between 
banks has been affected 
Due to the financial crisis that started 
in 2007, the trust of the international 
capital markets in banks has been 
undermined. This has led to a ‘reset’ in 
the markets in how parties regard the 
level and quality of the capital buffers 
that banks are required to hold. This, in 
turn, has led to new regulations. 

Figure 6: Dependence on the international capital market 

 

Source: DNB. 

Note: Figures based on the six largest banks (ING, Rabobank, ABN AMRO, SNS Bank, Friesland Bank and NIBC). Figures from 2nd quarter to end of 4th quarter 2011. 
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Since the advent of the crisis, banks 
have also become more reticent to 
lend money to each other. This has 
caused a disruption in the interbank 
money market, which has been 
making it more difficult for banks to 
fulfil their transformation function, thus 
affecting lending. This is compounded 
for Dutch banks by their huge 
dependence on the interbank money 
market. 

This trend has been reinforced by the 
European debt crisis. At the end of 
2011 and the beginning of 2012, the 
ECB had provided a total of 
EUR 1,000 billion in financing with a 
term of three years(8) to banks at 
favourable rates. Banks have primarily 
used this financing to replace maturing 
loans on the capital markets and as 
such provided indirect support to 
maintaining banks’ credit provision to 
the corporate sector and consumers. 

2.4.4 Trends on the property 
markets in the Netherlands 
With a total of EUR 487 billion(6) in 
outstanding domestic mortgage loans, 
the Dutch banking sector is by far the 
most important financer for the Dutch 
housing market.  

Moreover, the total Dutch mortgage 
debt at the end of 2011 was almost 
EUR 670 billion. This is 111% of the 
GDP and therefore the highest in the 
euro zone. On the other hand, the 
value of private homes is twice that of 
the mortgage debt. In addition, 
households have savings/investment 
deposits and receivables from pension 
reserves that exceed the mortgage 
debt(9). 

In this context, it should also be noted 
that at the moment, the housing 
market has largely come to a standstill 
and, according the Netherlands Bureau 

for Economic Policy Analysis (CPB), the 
housing market will come under 
increasing pressure due to the 
economic downturn. Through a 
possible increase in unemployment 
and limited demand for housing as a 
result of uncertainty about the future 
housing market, risks for banks are 
increasing in this market.  

At EUR 80 billion(10), the scale of the 
outstanding property loans to 
especially property companies, 
investors and developers is of a 
different order, but in this market too 
risks are increasing for banks due to 
the current economic trend. 

2.4.5 Interrelationship with 
national government 
In the period from 2008 to the end of 
2010, some major Dutch financial 
institutions were given state aid in the 
form of capital in order to guarantee 
the stability of the banking system. 
Pursuant to the current agreements 
with the European Commission, these 
government bail-outs will have to be 
paid back in the coming years. 

Additionally, due to the disintegration 
of the Fortis Group, the Dutch state 
now owns one of the large Dutch 
banks, ABN AMRO. 

The increasing use of government 
guarantees ‒ for example the national 
mortgage guarantee (NHG) scheme, is 
also leading to greater 
interdependence. 

Basel III/CRD IV stimulates investment 
in Dutch government bonds, and this 
form of investment strengthens the 
relationship between the Dutch 
government’s finances and credit 
rating and those of the bank. 

As far as larger, systemically important 
banks are concerned, the government 

also has the unavoidable task of acting 
as a safety net should such a bank 
experience problems. The government 
cannot afford the bankruptcy of a major 
bank as this could seriously impact 
trust in the banking sector, which in 
itself could damage the financial 
system and the real economy. This 
‘moral hazard’ is an important element 
in the discussions that have led to new 
regulations. 

2.4.6 European debt crisis 
At present the Dutch banking sector 
only has limited financial exposure to 
the Greek, Irish and Portuguese states. 
However, a further spread of the debt 
crisis to Spain and Italy would also 
affect the Dutch banking sector. The 
Dutch National Bank (DNB) calculated 
the total Dutch banks’ financial 
exposure to Spain at year-end 2011 at 
EUR 32 billion and to Italy at 
EUR 15 billion(10). Should the Dutch 
banking sector incur losses on these, 
this could have a major impact on its 
capital position, and could result in the 
risk of banks providing fewer loans to 
households and businesses in order to 
shore up their capital position. 

2.5 Summary 
It can be concluded from the above 
that the banking sector in the 
Netherlands fulfils an exceptionally 
important function in financing the 
economy. This also means that the 
sector is dealing with a diverse range 
of stakeholders that have great 
expectations of the sector. The 
economic crisis and trends of other 
factors increase this pressure and the 
risks, with banks having less financial 
flexibility to meet these expectations. 
Moreover, interdependence with the 
government is considerable. 
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In the period 2012 to 2015, the banking sector will be faced with a massive wave of new 
domestic and European regulations. There is a total of at least 38 new laws and regulations, in 
addition to hundreds of technical standards. The impact of some individual regulations is 
substantial. This is particularly the case for regulations concerning capital and liquidity and the 
prevention of systemic risks. The impact of other regulations will be smaller, but the volume of 
changes alone poses a challenge for banks. 

3.1 Introduction 
The credit crisis started in the United 
States in the summer of 2007 and 
escalated into a worldwide financial 
crisis in 2008/2009. Subsequently, as 
the crisis developed into the sovereign 
debt crisis in Europe, it brought about a 
change in thinking about uncertainties 
in banking. In response, banks and 
policymakers have taken numerous 
initiatives in recent years to prevent 
any future reoccurrence. 

For example, since the outbreak of the 
financial crisis, more than 20 new 
measures, in addition to 
comprehensive existing regulations, 
have been initiated in Europe alone 
that are relevant to most Dutch banks. 
A total of 38 rules have been identified. 

In addition, a multitude of technical 
standards and policies has been 
developed for regulators at European 
(EBA and ESMA) and domestic level 
(DNB, AFM and Ministry of Finance). 

This section presents an overview of 
the regulations under preparation that 
will have a significant impact in the 
coming years on banking operations, 
and therefore on the availability of 
banking services to the public. In 
addition to already far-reaching 
changes in existing regulations, this 
also involves a large number of new 
rules. 

This report will discuss legislation and 
regulations imposed either by law or by 
the market that banks have to 
implement in the period 2012- 2015. 
As far as can be seen now, in this 
period the bulk of the implementation 
activities for banks will need to take 
place. The implementation is spread 
over a period of four years, reaching a 
peak in 2013 with 16 of the total of 38 
identified regulations taking effect (see 
Figure 7). 

3. List of pending regulations  

Figure 7: Regulations per year 

 

Source: KPMG analysis. 
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The number of new rules and the 
impact of the individual rules differ per 
category (see Figure 8). Capital and 
liquidity, systemic risk, taxes and other 
have been identified as categories on 
the basis of the nature and objective of 
the various laws and regulations. For 
instance, rules in the capital and 
liquidity category aim at strengthening 
capital and liquidity buffers.  

In this context, the largest impact is 
expected to come from regulations 
regarding capital and liquidity (Basel 
III/CRD IV) and systemic risk (such as 
regulations concerning ‘bail-in debt’).  

Market expectations 
We note that the formal 
implementation time of the Basel 
III/CRD IV regulations is not taken into 
consideration by the financial markets; 
for example, market parties expect the 
European banks to have complied with 
the applicable capital requirements by 
2013. 

In fact, the formal timelines and the 
content of the regulations are often 
subject to change. On the one hand 
this is due to the need to follow a 
sound decision-making process, and 
on the other hand because economic 
circumstances change. This could 
make it necessary to amend the rules 
to reach the envisaged effect.  

  

Figure 8: Impact per category of selected legislation and regulations 

Focus Cumulative impact Number of rules  

 Minor effect 

 Moderate effect 

 Major effect 
 

Capital and Liquidity 
§ 3.2.1  

2 

Systemic risk 
§ 3.2.2  

7 

Taxes 
§ 3.2.3  

1 

Other regulations 
§ 3.3  

28 

Source: KPMG analysis. 
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3.2 A description of the 
most important 
regulations  
To provide insight into the effect of 
regulations on banking activities and 
the availability of banking services to 
the public, this section takes a more 
detailed look at the regulations. 

The large scale and diversity of the 
proposed regulations require a 
selection of the most impactful 
elements as shown in Figure 9. The 
remaining regulations are discussed in 
outline in section 3.3. The appendices 
contain additional detail on individual 
rules. 

Figure 9 illustrates the expected 
timetables for the implementation of 
the most important regulations. It 
should be noted that ‘effective’ 
indicates the moment that banks have 
to comply with the legislation and 
regulations. 

3.2.1 Capital and liquidity 
Basel III (and its incorporation into 
European directives under CRD IV) 
increases the requirements concerning 
capital buffers, risk weighting of assets 
and liquidity for running banking 
operations. The aim of the regulations 
is to increase the stability of banking 
operations by increasing the ability to 
absorb unexpected losses and 
unforeseen (liquidity) circumstances. 
Although a number of key points have 

already been decided, such as basic 
capital requirements, the level of 
additional capital buffers that systemic 
banks should hold and additional 
requirements at a domestic level, the 
final design is still unclear. 

In practice, this means that, in 
anticipation of the final decision, the 
financial markets are forcing banks to 
be in a position to comply with the 
expected requirements. 

Capital 

The requirements regarding banks’ 
availability of capital will be increased 
as follows: 

 Banks are required to hold more 
common equity (core capital), 

Figure 9: Expected timelines for implementing regulations 

Focus Legislation/regulations 2012 2013 2014 2015 

 Preparation 

 Validity/implementation 

 Effective/ In force 
 

Capital and liquidity 
§ 3.2.1 

CRD IV (EU)/Bszel III     

IFRS 9 (EU)     

System risk 
§ 3.2.2 

Intervention act (NL)     

Framework recovery plan (NL)     

Ex-ante DGS (NL)     

SIFI Buffer (NL/EU)     

Crisis management framework (EU)     

Crisis management framework (EU) – Bail-in     

Taxes 
§ 3.2.3 

Bank tax (NL)     

Other regulations 
§ 3.3 
 

AIFMD (EU)     

Consumer Credit Directive (EU)     

EMIR (EU)     

FATCA (VS)     

MAD II (EU)     

Commission ban (NL)     

SEPA (EU)     

Transparency Directive (EU)     

CRA II (EU)     

MiFID II (EU)     

PRIPs (EU)     
Source: KPMG analysis. 
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namely 4.5% (this common equity 
is also known as core Tier 1) and, 
in addition, the strictest conditions 
will apply to this core capital; 

 Basel III introduces additional 
capital buffers for banks’ common 
equity. The so-called conservation 
buffer is 2.5% core Tier 1. 
Combined with the 4.5% 
requirement above, this adds up to 
a 7% core Tier 1 capital 
requirement of risk-weighted 
assets. This is a substantial 
increase in the core capital 

requirement. This requirement is 
2% under Basel II and the quality 
rules that apply to this capital are 
less strict; 

 A counter-cyclical buffer (that 
moves against the economic cycle) 
of 0% to 2.5% is introduced; 

 Systemically important banks must 
also hold a so-called SIFI buffer. 
This is discussed in more detail in 
section 3.2.2. 

The quantitative analysis specifically 

addresses the effects of introducing 
stricter conditions on core Tier 1 
capital. 

Furthermore, pursuant to Basel III, 
more capital in relation to the risk-
weighted assets has to be held in a 
number of situations: 

 More capital for capital markets 
transactions. The amount of capital 
required depends on the 
counterparty exposure, expressed 
in the risk-weighted assets; 

Figure 10: Change in regulations concerning capital requirements 

 

Source: KPMG analysis. 
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 More capital required for own 
trading positions and participating 
interests in other financial 
institutions.  

Although the regulator has not 
prescribed any additional requirements, 
the stress test of the EBA has resulted 
in the market requiring a core Tier 1 
ratio of 9%(11). 

Liquidity 
In addition to the capital requirements, 
Basel III also for the first time 
introduces liquidity requirements for 
banks. These requirements determine 
the degree to which both direct 
payment obligations and other 
obligations can be met: 

 The ‘liquidity coverage ratio’ (LCR), 
requires banks to hold sufficient 
liquid assets to absorb a stress 
situation lasting up to 30 days; 

 The ‘net stable funding ratio’ 
(NSFR) requires banks to hold 
sufficient (stable) long-term 
funding for their long-term lending 
activities.  

Reporting aspects 
New reporting standards (IFRS 9) are 
expected to be issued at the end of 
2015, which will influence the impact 
of the Basel III/CRD IV regulations. It is 
expected that the new rules will 
introduce changes in the classification 
and measurement of liquid assets. In 
the future, liquid assets (such as 
government bonds) will normally be 
measured at (lower) cost price (after 
deduction of credit losses), whereas 
currently they are measured at market 
value. Moreover, IFRS 9 is expected to 
introduce changes in the reporting of 
expected credit losses, meaning that 
capital buffers could come under 
additional pressure. 

3.2.2 Systemic risk 
Proposals are currently being 
discussed worldwide to mitigate the 
risks associated with the scale and 
underlying interconnection of 
institutions (so-called systemic risks).  

The European Commission has 
published the ‘EU Crisis Management 
Framework’ with the intention of 
incorporating it into national laws in 
2013. In the Netherlands, DNB and the 
Ministry of Finance are already one 
step ahead with the implementation of 
their own Framework Recovery Plan 
(‘Raamwerk Herstelplan’) and the 
Intervention Act (‘Interventiewet’).  

Recovery plan 
The ‘EU Crisis Management 
Framework’ proposes that banks draft 
a recovery plan in which they set out to 
their domestic regulator how they will 
guarantee continuity at times of 
elevated stress. 

The bank will draft a resolution plan for 
the regulator, providing the regulator 
with a strategy for the resolution of a 
bank without undermining financial 
stability. This strategy may comprise 
that a bank is required to economically 
and legally separate its critical 
functions and core operations.  

In the Netherlands, DNB and the 
Ministry of Finance are in the process 
of implementing the Framework 
Recovery Plan, on the basis of which 
recovery and resolution plans are 
already in place. It should be noted that 
the European proposals have not yet 
been finalised. 

Intervention Act 
At the beginning of 2012, the 
Intervention Act (short for ‘Act on 
Special Measures for Financial 
Enterprises’ (Intervention Act)) was 

adopted in the Netherlands. This act 
assigns far-reaching powers to DNB 
and the Minister of Finance to 
intervene, with the permission of the 
district court, to avoid the imminent 
bankruptcy of a bank. The principal 
powers to be assigned to DNB relate 
to the sale of the institution, the 
transfer of the deposits to a private 
party with funding from the deposit 
guarantee scheme, or the transfer of 
assets and/or liabilities (see Figure 3) to 
a third party. In the event of a threat to 
the stability of the financial system, the 
Minister of Finance will have the 
power to expropriate a bank. 

Bail-in debt 

In addition to drafting plans, the 
European Commission indicates in the 
‘EU Crisis Management Framework’ its 
intention to change the legal position 
of certain funding providers (see 
section 2.2.2) to force them, should a 
bank find itself in difficulty, to share in 
any of the losses arising from a 
restructuring. 

Against this backdrop, bail-in debt is 
the collective name for debt that, on 
the authority of DNB, can be converted 
into equity. This will reduce the cost of 
a bankruptcy to taxpayers. 

To accept the risk of expropriation, the 
provider of debt will charge an 
additional fee, as a result of which 
banks will face increasing funding 
costs. The impact, however, is still 
unclear because it is not yet apparent 
in what form this regulation will be 
implemented. For example, the scope 
has not yet been decided and there is 
still no uniform definition of the trigger 
point, i.e. the moment that debt is 
mandatorily converted into equity.  

The proposals of the European 
Commission require banks to hold 
sufficient bail-in debt with effect from 
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2018. However, here too, the market 
will implement this prior to 2018. 

SIFI buffers 
The Financial Stability Board (FSB) has 
indicated its intention to force global 
systemically important financial 
institutions (G-SIFIs) to hold additional 
core capital. The exact size of the so-
called G-SIFI buffer has not yet been 
determined, but is expected to be 
between 1% and 3.5%. 

In addition, DNB and the Ministry of 
Finance intend to introduce a capital 
requirement of 1% to 3% of the so-
called risk-weighted assets for 
systemically important domestic 
banks. This additional buffer should be 
established gradually (from 2016 to 
2019) and should consist of capital 
with the largest loss-absorbing ability 
(so-called core Tier 1 capital). A higher 
capital buffer increases a bank’s ability 
to absorb unexpected losses, thus 
reducing the chance of the 
government having to support a 
systemically important bank. 

Deposit guarantee scheme 
The Dutch deposit guarantee scheme 
(DGS) guarantees saving deposits of 
up to EUR 100,000 from private clients 
and small enterprises should a bank 
find itself unable to meet its 
obligations. On 1 July 2013, the DGS 
will change from an ex-post funded 
system to an ex-ante funded system. 
This will require, as from this date, 
banks with a Dutch banking licence to 
make an advance quarterly contribution 
to the establishment of a fund that 15 
years from now will equal 1% of the 
deposits covered by the sector. 

Moreover, banks will be required to 
pay an additional risk based 
contribution to the fund of 25%, 50% 
or 100%, depending on their individual 

risk profile. This means the fund will 
exceed 1% and increase until 2% of 
the guaranteed deposits has been paid 
into the fund. Banks will not be 
allowed to use this money for 
providing loans. 

The purpose of the change from an ex-
post to an ex-ante system is that the 
failing banking operations will have 
contributed to the fund and the costs 
will be spread over a longer period. 

3.2.3 Tax 
In the Netherlands, legislators have 
imposed an annual bank tax of 
EUR 600 million. This tax will take 
effect in mid-2012 and applies to banks 
with total assets of more than 
EUR 20 billion.  

The bank tax is calculated on the 
liabilities of the bank (with the 
exception of deposits), with liabilities 
with a remaining maturity of less than 
one year being taxed at twice the rate. 
In respect of banks where board 
members receive variable 
remuneration in excess of 100% of the 
fixed compensation (to be reduced to 
25% after two years), the amount 
taxed will be increased by 10%. 

The aim of the bank tax is to have the 
banking sector contribute to the Dutch 
State’s previous investment into 
increasing the stability of the sector. In 
addition, the tax aims to provide an 
incentive to encourage long-term 
funding to increase stability. DNB has 
analysed the effect of the bank tax on 
lending. Based on two extreme 
scenarios, DNB concludes that, as a 
result of the tax, lending to Dutch 
companies and households could be 
EUR 1.4 billion to EUR 28 billion lower 
per annum(12). 

3.2.4 State-aided banks 
During the period from 2008 to the end 
of 2010, ABN AMRO was nationalised 
and ASR Netherlands, AEGON, ING 
and SNS REAAL also received state 
aid. The European Commission 
imposes rules ‒ such as reducing 
activities and placing restrictions on the 
applied commercial rates  that have to 
be complied with before state aid is 
approved. 

These rules aim to avoid distortion of 
competition and also ensure burden 
sharing by the stakeholders of the 
receiving institutions. The banks are 
also required to repay the state aid. 
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3.3 A description of 
other regulations 
Apart from the regulations set out 
above, a large number of other 
regulatory initiatives can be 
categorised as follows: 
governance/remuneration, supervision 
and product-/market-specific. In 
addition to the regulations listed in 
Figure 9 that are considered to be the 
ones with the most significant impact, 
Figure 11 also shows the other less 
drastic regulations in the different 
categories. Each category is discussed 
below.  

3.3.1 Governance 
In general, the new rules in the field of 
governance are aimed at restoring the 
trust of the general public in the sector. 
This can be achieved by removing 
perverse incentives and realising 
greater transparency. 

Amongst other things, the initiatives 
address the quality of the organisation 
and the bank’s decision-making 
process. One example is the policy 
document ‘Corporate Governance in 
Financial Institutions and Remuneration 
Policies’ published by the European 
Commission. This includes a 
description of the different roles and 
responsibilities of directors, 
supervisory boards and shareholders. It 
also addresses the important issues of 
remuneration and conflicts of interest. 

Moreover, numerous new rules are 
aimed at getting banks to 
communicate with greater clarity about 
the nature of their products and 
improve their services. 

3.3.2 Supervision 
In general, supervisory rules define the 
regulatory framework in which banks 
operate.  

A range of institutions monitor the 
banking sector. DNB issues financial 
services licences and ensures that 
banks comply with the minimum 
applicable prudential requirements.  

In addition, the AFM supervises market 
conduct. The purpose of this 

supervision is to maintain trust in the 
banking sector.  

The banking sector has also taken its 
own initiative to apply self-regulation in 
order to restore confidence in the 
sector (through for example the 
Banking Code). 

At a European level, three sector-
specific regulators have just been 
appointed, of which the EBA bears 
responsibility for the banking sector. 
The new regulators are currently in the 

Figure 11: Sector-wide and product-/market-specific regulations 

Sector-wide regulations 

Governance/remuneration Supervision 
 Banking Code   Know-your-client regulation 
 Governed remuneration policy 

regulations  Omnibus I and II 

 Capability regulation  European Bank Authority Directive 
 Corporate Governance in Financial 

Institutions and Remuneration Policies  Credit Rating Agencies (CRA) II & III 

 Financial Conglomerates Directive  Dodd-Frank Act  

Product-/market-specific regulations 

Capital markets Asset management 
 Short Selling Regulation  Ban on commission 
 Markets in Financial Instruments 

Directive (MiFID) II  Investor Compensation Scheme (ICS) 

 European Market Infrastructure 
Regulation (EMIR) 

 Undertakings for Collective Investment 
in Transferable Securities (UCITS) IV 

 Central Securities Depositories 
Directive (CSDD) 

 Alternative Investment Fund Manager 
Directive (AIFMD) 

 Securities Law Directive (SLD)  Packaged Retail Investment Products 
(PRIPs) 

 Market Abuse Directive (MAD) II  Foreign Account Tax Compliance Act 
(FATCA) 

 Transparency Directive 
 Prospectus requirement regulation 

Payments Loans/mortgages 
 Payment Services Directive (PSD)  Mortgage rates transparency act 
 Electronic Money Directive (EMD) 
 Single European Payments Area 

(SEPA)
 Consumer Finance Protection (FSB) 

Savings  Consumer Credit Directive 

 Deposit Guarantee Scheme (EU)  Mortgage Credit Directive 
Source:  KPMG analysis. 
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process of taking up their roles or 
positions. A number of European 
directives, including Omnibus I, specify 
the responsibilities and tasks of the 
new regulators. 

3.3.3 Product-/market- 
specific 
Most of the new regulations have 
been specifically drafted for a certain 
market or product, such as the capital 
markets (EMIR and MiFID II), payment 
transactions (SEPA and PSD), asset 
management/investment products 
(PRIPs) and mortgages (the 
Transparency Directive). 

In addition to crisis-specific measures, 
the measures, for example, also 
comprise rules for creating a level 
playing field and an open (European) 
market where such rules relate to 
governance, supervision, and product 
and price transparency. 

The regulations aim to make services, 
products and costs clearer and easier 
for clients to understand. For instance, 
these rules primarily detail what 
information should be provided to 
clients before they can use a service or 
a product. 

Guidelines are being prepared at 
international, European and domestic 
level. A ban on commission will be 
introduced in the Netherlands in 
January 2013, but at European level 
the same issue is still being hotly 
debated as part of the revision of the 
MiFID. 

In some instances, a new rule replaces 
an old one (UCITS IV will replace 
UCITS III). In other instances, the 
regulator is addressing areas that were 
formally only regulated to a limited 
extent. At a European level, for 
instance, all the capital markets will be 

subject to supervision pursuant to 
eight regulations and directives, of 
which the aforementioned MiFID and 
EMIR directives will be the most 
important. 

This limits the range of financial 
instruments, specifies the parties 
which can be active, how and where 
these instruments can be traded, 
which public and consumer reports 
have to be prepared, and how 
transactions will be settled. 

New rules are being introduced for 
asset management with which asset 
managers must comply. In this 
context, banks acting as asset 
managers will have to decide under 
which regime they will fall (AIFMD or 
UCITS IV). They will then be required 
to structure themselves in accordance 
with the selected regime.  

FATCA is fiscal legislation from the 
United States that also applies to 
banks established in the Netherlands. 
FATCA was drafted with the aim of 
obtaining insight into the total asset 
position of US companies and private 
individuals for taxation purposes. Dutch 
banks also have an obligation to 
provide detailed insight to the US 
authorities into services provided to US 
residents, which leads to higher 
administrative costs. 

3.4 Summary 
Regulatory initiatives are taking place 
at both international, European and 
national level. The different 
policymakers (governments and 
regulators) all have their own ambition 
to achieve the objectives that are 
relevant to them. 

This results in a large number of new 
rules that have to be complied with in 
the period 2012 to 1 January 2015. 

The cumulative impact of regulations 
on both the banking sector and its 
clients will be explained and 
categorised in the next section 
according to impact on the balance 
sheet, business model, operating 
model, and change capacity. 
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The cumulative impact of regulations on the banking sector is considerable and banks will not be 
in a position to fully absorb the effects by themselves. The degree to which banks charge these 
effects onto their clients depends on the alternative measures that banks can take. Our 
quantitative analysis shows that, depending on the choices made, lending may possibly reduce by 
up to EUR 200 billion in the period until the end of December 2015. In addition, it is expected that 
prices will increase and the supply of services will be scaled back. 

 

4.1 Introduction 
At its core, the banking sector 
represents the transformation of the 
maturity, size and risks of financial 
resources, as explained in section 2.  

The banking sector generates its 
revenues primarily from interest-based 
operations. In order to be able to do 
so, banks must attract debt financing 
and equity. 

The multitude of new rules (section 3) 
impacts on the services provided by 
banks and on their ability to attract 
funding. 

 
The cumulative impact of new 
regulations is reflected in (1) the 
balance sheet; (2) the business model; 
and (3) the operating model of a bank. 
The impact of the accumulation of 
regulations does actually differ 
between banks, and can be analysed 
systematically against these three 
factors.  

The large number of regulations faced 
by the banking sector also has an 
impact on a bank’s capacity for change 
(section 4). Change capacity refers to 
the characteristics of banking 
operations, such as the knowledge and 
scale of banking operations, to be able 
to meet the new requirements. All 
these issues are discussed in section 
4.2.  

 
Section 4.3 focuses on the quantitative 
impact of the cumulative effect of a 
limited number of rules (Basel III, bail-
in debt, bank tax and ex-ante DGS) on 
the banking sector. In section 4.4, we 
discuss the likely effects on services 
provided by the banking sector, 
followed in section 4.5 by an analysis 
of the potential effects on society, 
concluding with a summary in section 
4.6. 

Figure 12 illustrates the nature of the 
regulations’ impact per factor. 

4. Cumulative effects of 
regulations to be 
implemented
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Figure 12: Cumulative impact of a selection of regulations 

Focus Legislation/regulation Balance sheet Business model 
Operating 

model 
Change 
capacity 

 

Capital and 
liquidity 
§ 3.2.1 

CRD IV (EU)/Basel III     

IFRS 9 (EU)     

System risk 
§ 3.2.2 

Intervention Act (NL)     

Framework recovery plan (NL)     

Ex-ante DGS (NL)     

SIFI Buffer (NL/EU)     

Crisis Management Framework (EU)     

Crisis Management Framework (EU) – bail-in     

Taxes 
§ 3.2.3 

Bank tax (NL)     

Other regulations 
§ 3.3 
 

AIFMD (EU)     

Consumer Credit Directive (EU)     

EMIR (EU)     

FATCA (VS)     

MAD II (EU)     

Ban on commission (NL)     

SEPA (EU)     

Transparency Directive (EU)     

CRA II (EU)     

MiFID II (EU)     

PRIPs (EU)     
Source: KPMG analysis. 
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4.2 Qualitative effects of 
regulations on banks 

4.2.1 Effects of regulations 
on the balance sheet of a 
bank 
There are a number of rules that have 
a direct impact on the bank’s balance 
sheet, particularly in terms of the 
liabilities (equity and funding). 

Capital 
A bank will have to improve both the 
size and the quality of its capital buffer 
in order to comply with the Basel III 
requirements. Additional capital should 
be held for certain assets, such as 
participating interests in financial 
institutions and counterparty risk. Basel 
III also specifically requires additional 
capital for certain (derivative) 
transactions. 

As far as large banking institutions are 
concerned, the FSB and DNB have the 
power to impose additional capital 
requirements in the context of the 
global and domestic SIFI buffer. It is 
expected that IFRS 9 will also lead to a 
lower valuation of receivables which, in 
turn, can lead to a reduced capital 
position. A smaller capital position 
implies that banks will have fewer 
options for providing loans. 

Funding 
The options for banks to attract funding 
are affected by the regulations 
themselves, and also by the ongoing 
uncertainty about the definite rules. 
After all, the regulations set direct 
criteria for instruments to be included 
as capital and already have an impact 
before the regulations are officially in 
force. In addition, the announcement 
of the plan to introduce the ‘bail-in 
debt’ rules is already bringing about 

changes in the charges demanded by 
investors for funding.  

As a result of the European Crisis 
Management Framework (via bail-in) 
and the Dutch Intervention Act (via 
expropriation), funding providers run 
the risk of losing their money in the 
event of the bank’s insolvency. It is 
expected that these new rules will 
make investors less willing to provide 
funding or make them increase their 
charges for it. This means an increase 
in the cost of funding for banks, which 
puts pressure on banks’ profitability 
and their ability to strengthen capital 
buffers. 

Finally, banks are facing increased 
pressure from supervising authorities 
to limit the collateral provided for 
covered bonds. This happens, for 
instance, through conditions that DNB 
sets for the quality of the balance 
sheet of an individual bank before 
giving permission to issue covered 
bonds. In the short term, this could 
mean less room for manoeuvre for 
issuing covered bank bonds. 

4.2.2 Effects of regulations 
on a bank’s business model 
The business model and the 
profitability of a bank are mainly 
determined by the following factors: 
interest income, the cost of funding, 
and other revenues (such as 
commission income and trading 
activities). Different rules impact on 
different components of the business 
model.  

Interest income 
The Basel III liquidity rules require a 
bank to hold relatively more liquid 
assets (liquid coverage ratio ‒ LCR) and 
reduce long-term loans (net stable 
funding ratio ‒ NSFR). Normally, a bank 
can impose charges for providing long-

term lending. If banks are required to 
hold more liquid assets, interest 
income will drop.  

Cost of funding 

The new rules require that more capital 
is to be held for the same activities, 
leading to an increase in capital costs. 
After all, providers of capital (or equity) 
charge more than the providers of debt 
funding. 

The liquidity requirements of Basel III 
(NSFR) ensure that banks have to hold 
more long-term financing for funding 
long-term loans. As a rule of thumb, 
long-term financing is more expensive 
than short-term financing. 

Moreover, the reduction in the 
availability of unsecured funding 
referred to earlier, together with the 
increased risk profile faced by the 
providers of unsecured funding (bail-
in), are expected to lead to a 
substantial increase in the cost of 
funding.  

The costs for holding deposits to fund 
banking activities will increase due to 
the introduction of an ex-ante DGS. 
Banks will have to fund the 
introduction of this system with effect 
from July 2013, which will result in 
additional funding costs. 
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Figure 13: Impact of identified regulation on the business model 

 

Source: KPMG analysis. 

Result

Risk costs

Gross result

Operating costs

Turnover

Taxation

-/-

=

-/-

=

Result for taxation

-/-

=

Capital

Risk-weighted 
assets

Balance sheet total Marginx

=

Fees earned

Other overheads

-/-

95 74 861 13 14 16 17 18
19 20 21 22 23 24 25 26 27 28 29

11 12 20

2

13 151 14
25 26 27 28

6 22
23

3 9 20

3

1. Alternative Investment Fund Manager 
Directive (AIFMD)

2. Bank tax
3. Capital Requirements Directive (CRD) IV
4. Central Securities Depositories 

Directive (CSDD)
5. Common Reporting (COREP) Revision 3
6. Consumer Credit Directive (CCD)
7. Consumer Finance Protection (CFP)
8. Corporate Governance in Financial 

Institutions and Remuneration Policies 
9. Credit Rating Agencies (CRA) II
10. Crisis Management Framework (EU)
11. Ex-ante DGS (NL)
12. Deposit Guarantee Scheme (EU)
13. Electronic Money Directive (EMD)
14. European Market Infrastructure 

Regulation (EMIR)
15. Foreign Account Tax Compliance Act 

(FATCA)
16. Financial Conglomerates Directive
17. Financial Reporting (FINREP) revision 3
18. Transparancy of mortgage rates
19. Investor Compensation Scheme (ICS)
20. International Financial Reporting 

Standards (IFRS)
21. Market Abuse Directive & Regulation 

(MADII)
22. Markets in Financial Instruments 

Directive & Regulation (MiFID) II
23. Mortgage Credit Directive (MCD)
24. Omnibus 1
25. Packaged Retail Investment Products 

(PRIPs)
26. Payment Services Directive (PSD)
27. Ban on commission
28. Undertakings for Collective Investment 

in Transferable Securities (UCITS) IV
29. Transparency Directive

3 10
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Figure 13 provides an outline of 27 of 
the identified 38 rules that have an 
impact on the business model.  

In addition, the adjustments to the 
COREP and FINREP reporting 
requirements are also considered. The 
remaining 11 rules do not have an 
impact on the business model, or the 
implementation of these rules is not 
yet clear enough to indicate how the 
business model will be impacted. 
These 11 rules are: Banking Code, 
Dodd-Frank (Wall Street Reform and 
Consumer Protection Act), the 
capability regulation, Intervention Act, 
Know your client, Omnibus II, 
Prospectus requirement, Framework 
recovery plan, SLD, SSR and 
Controlled remuneration policy 
regulation.  

Other activities 
New regulations introduce a number of 
levies and taxes, resulting in an 
increase in the cost of different 
products and activities. The impact is 
not the same for each type of bank. An 
outline of the cumulative effect of the 
regulations is provided below: 

 Capital transactions will be more 
heavily regulated by both Basel III 
(additional capital requirement) and 
EMIR (additional security 
requirement and mandatory stock 
exchange clearing), and therefore 
more expensive for banks to offer 
as a service; 

 MiFID: restricts the client pool 
through client categorisation; EMIR 
additionally restricts the potential 
client group that can buy products 
(mainly derivatives) because a 
client must be prepared to provide 
more collateral. 

In conclusion, the cumulative effect of 
regulation leads to lower interest 
income, higher funding costs and 
lower profitability from other services. 

Moreover, the previously identified 
environmental factors (see section 2.4) 
also have a compounding effect, for 
instance: 

 During times of stress, banks have 
to use part of their profits to create 
provisions for expected credit 
losses; 

 Clients trading in shares, bonds, 
commodities and currencies on the 
international capital markets are 
faced with increasing major 
investments in IT; 

 Funding providers will not easily 
compensate banks for increased 
stability by charging less for 
funding. This is because funding 
providers still have to be convinced 
of the fact that banks are indeed 
more stable. 

4.2.3 Effects of regulations 
on a bank’s operating model 
The regulations have different degrees 
of impact on the effectiveness and 
efficiency of the operating model and, 
as such, on the costs, of banks. For 
the purposes of this report, the 
operating model is deemed to be: the 
organisation and processes, as well as 
the infrastructure, which a bank 
requires to function. 

The qualitative analysis shows that the 
new regulations affect different 
banking services and processes at 
different levels. Below, we look at how 
this effect is noticeable. 

Increasing efficiency and reducing 
costs 

The new regulations have advantages 
and disadvantages for banking 
operations. The benefits can largely be 
ascribed to the emphasis on risk 
management and perhaps 
standardisation. The drawbacks are 
mainly in the field of explaining and 
reporting.  

The bulk of the new regulations will be 
agreed upon at European level. This 
means that banks can increasingly 
standardise their organisation, 
processes and products for the 
European market. In the long term, this 
can create opportunities for economies 
of scale. In the short term, however, it 
means an abundance of rules that 
banks have to deal with, requiring extra 
effort and time. 

Reducing efficiency and increasing 
costs 

Additional regulations are being 
prepared in a number of areas meaning 
that, at least in the short term, a more 
substantial internal organisation will 
have to be set up and a more robust 
infrastructure created. 

Organisation 

New regulations set additional, 
overarching (Basel III) and product-
specific (PSD, MiFID, EMIR) standards 
for risk management and the 
compliance function. In addition, 
testing the business processes and the 
IT organisation pursuant to the rules for 
reducing systemic risks will result in a 
higher workload for the compliance 
department.  

Additional requirements of regulators 
also mean that banking operations are 
structurally subject to greater 
accountability and reporting (CRD IV 
regulatory reports). Moreover, the 
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banking sector is facing an entirely 
revamped regulatory framework at 
European level with, since 2011, new 
regulators (such as the EBA and 
ESRB). This makes reporting more 
complex. 

Also, several new regulations require 
the provision of client details (FATCA, 
UCITS, MiFID). Rules will also be 
introduced where previously there 
were none (EMD, EMIR, MCD, SLD 
etc.). 

Finally, the stricter qualification 
requirements for employees pursuant 
to different governance and sector-
based legislation may lead to higher-
qualified staff having to be attracted, 
leading to higher staff costs than 
before. 

In a nutshell, the cumulative effect of 
regulation will require a more robust 
organisation in the short term. 

IT Infrastructure 
The IT infrastructure of the banking 
sector will change significantly. This is 
primarily due to product- and sector-
specific regulations, with which banks 
offering these services will have to 
comply with. See Figure 14 for the 
applicable rules out of the total of 38 
rules identified. In addition, the IT 
infrastructure is expected to be 
significantly impacted by other 
reporting requirements, including Basel 
III. 

The new regulations will also create 
the opportunity for further 
standardisation, which will have a 
number of benefits for the IT 
infrastructure: domestic products will 
be replaced by European products, 
customisation will be reduced, and 
there will be opportunities for using 
regulated, standard software and 
outsourcing. 

In addition, the number of external 
system connections will drop because 
products offered by suppliers will also 
be harmonised. Less complexity can 
have a positive effect on the security 
and stability of banking systems. 

Furthermore, legislation such as Basel 
III, UCITS and MiFID will support the 
development of a complete and 
accurate profile of clients and the 
products supplied to them. 

In conclusion, there will be pressure on 
new IT investments to comply with a 
range of new regulations on the one 
hand and, on the other, standardisation 
will make it possible to reduce costs in 
the future. 

 

 

 

  

Figure 14: List of identified regulations for specific banking services 

Credit provision 

 Consumer Credit Directive 

 Consumer Finance 
Protection (FSB) 

 Mortgage Credit Directive 

 Mortgage rate 
transparency 

 
Savings 

 Ex-ante DGS (NL) 

 Deposit Guarantee 
Scheme (EU) 
 

Payment transactions 

 Electronic Money Directive (EMD) 

 Single Euro Payments Area (SEPA) 

 Payments Services Directive (PSD) 
 
Asset management 

 Alternative Investment Fund Manager Directive 
(AIFMD) 

 Investor Compensation Scheme (ICS) 

 Foreign Account Tax Compliance Act (FATCA) 

 Packaged Retail Investment Products (PRIPs) 

 Ban on commission 

 Undertakings for Collective Investment in 
Transferable Securities (UCITS) IV 

Capital markets 

 Central Securities Depositories Directive 
(CSDD) 

 European Market Infrastructure Regulation 
(EMIR) 

 Market Abuse Directive (MAD) II 

 Markets in Financial Instruments Directive & 
Regulation (MiFID) II 

 Propspective requirement regulation 

 Securities Law Directive (SLD) 

 Short Selling Regulation 

 Transparency Directive 
 

Source: KPMG analysis. 
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4.2.4 Effects of regulations 
on a bank’s change capacity  
The changing demands of clients, 
regulators and other stakeholders as 
well as technical innovations mean that 
banking operations are in the midst of 
an ongoing process of change.  

The cumulative effect of regulation is 
considerable. At European level, banks 
are required to adhere to more than 25 
new regulations and directives, of 
which the over-arching purpose is to 
strengthen the banking sector so that it 
is able to absorb economic shocks and 
also remain capable of financing the 
economy and facilitating its own 
growth. A complex directive such as 
Basel III generates up to 70 resultant, 
detailed technical standards within a 
period of two to three years. The 
implementation of the changes 
brought about by the new regulations 
will divert management’s attention 
from initiating and implementing other 
changes, for example, initiatives 
focused on improving service 
concepts. 

New regulations may possibly make 
banks less likely to introduce 
innovations; the new regulations will 
have to be satisfied and the 
information requirements arising from 
these regulations met.  

Beneficial changes to products or 
operations will not be introduced if 
they are not regulatory-compliant. 
Moreover, in the current climate, the 
implementation of changes is more 
complex as a substantial number of the 
new regulations are still under 
development, such that there is no 
stable basis from which to work. 

However, the implementation 
deadlines have already been decided, 
which means that technical standards 

and their implementation are placing 
banks under tremendous pressure. 
This will unavoidably lead to errors. 
However, it is not possible for banks to 
postpone implementation until more is 
known about the regulations and their 
effects. 
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4.3 The quantitative 
effects of the 
accumulation of 
regulations on banking 
services 

4.3.1 Introduction 
In addition to the qualitative analysis 
presented in the preceding sections, 
this section identifies the potential 
quantitative effects by means of 
projection. This analysis primarily 
concerns the effects on the bank’s 
business model and thus banking 
services. Any possible macroeconomic 
effects, such as the trend in the 
demand for loans under different 
economic scenarios or lower risks on 
future state aid as a result of stricter 
legislation, have not been taken into 
account in this analysis.  

First of all, we address the method and 
the most important assumptions 
employed. We then illustrate the 
impact of regulations for the period 
1 January 2012 to 31 December 2015, 
with no account yet being taken of 
measures which can be taken by the 
banks. Based on this outcome, we 
take a look at the options the sector 
can consider in order to meet the 
required target ratios and their 
feasibility. We then calculate and 
project the most likely package of 
measures (as identified in consultation 
with the sector) to demonstrate what 
the effects could be on the balance 
sheet total and profitability of the 
sector. Finally, a sensitivity analysis 
shows how the different assumptions 
and measures affect the ratios. 

4.3.2 Method 
A detailed picture of the impact of the 
cumulative effect of regulation is only 

possible if the migration plans of banks 
can be examined together. From a 
competitive point of view, banks 
cannot and do not want to go public 
with this information; it was therefore 
decided to use a model that provides a 
consolidated picture of the Dutch 
banking sector by applying generic 
assumptions.  

The model that forms the basis for the 
analysis projects the aggregated 2011 
balance sheet adjusted for the most 
important Basel III effects (post-
implementation) and profitability up to 
the end of 2015(2), (13), (14), (15). Although 
the relevant regulations will be phased 
in over the period to the end of 2018, 
‘market discipline’ is expected to result 
in banks complying with the Basel III 
capital and liquidity requirements by 
the end of 2013.  

The consolidated balance sheet 
composition of Dutch banks at year-
end 2011(2) is used as the starting 
point. It is on that basis that the effects 
over the period January 2012 to end of 
December 2015 have been calculated. 
Only information in the public domain, 
or estimates, were used. 

The regulations considered consist of: 

 Basel III (see section 3.2.1 for 
further information); 

 Cost effects with respect to bail-in 
debt (see section 3.2.2 for further 
information on bail-in debt); 

 Ex-ante deposit guarantee scheme 
(DGS) (see section 3.2.2 for further 
information); 

 Bank tax (see section 3.2.3 for 
further information). 

The selection of the above regulations 
arises from the expectation that these 
rules will have the greatest impact on 

banks’ business model and are 
sufficiently quantifiable.  

Basel III or the financial markets 
impose a number of minimum ratios 
with which banks must comply. In 
addition to the availability and pricing of 
loans, these form the centrepiece of 
the analysis.  

The analysis starts with the elaboration 
of a starting point. In this context, a 
number of assumptions were applied 
to obtain the best possible picture for 
the period January 2012 to end of 
December 2015. These assumptions 
were submitted to banking experts and 
economists. Apart from the 
assumptions, no actions by the sector 
were assumed for improving the 
aforementioned ratios. 

Assumptions 

The main assumptions (see section 
4.3.7 for a sensitivity analysis 
concerning these assumptions) are: 

 Banks realise a structural net cost 
reduction of 5%; 

 There is a cumulative balance 
sheet increase of ~EUR 90 billion; 

Based on our discussions with the 
sector, this increase arises from, 
among other things, the 
expectation that Dutch banks will 
acquire services from withdrawing 
foreign credit providers and from 
the imminent repayment of home 
mortgages financed by third 
parties (growth of funding gap); 

 2.5% organic growth of entrusted 
funds (consisting of Dutch savings 
deposits and eligible funding 
attracted from foreign markets in 
which Dutch banks operate); this is 
used to reduce short-term market 
funding. This is lower than the 
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historically observed and expected 
growth of Dutch savings deposits 
because of the anticipation that, 
unless the European DGS is 
quickly implemented, foreign 
regulators will continue to impose 
more restrictions on foreign banks 
that operate in their markets, 
which puts a brake on the growth 
of foreign savings deposits. 

 Earnings are retained to strengthen 
the capital position (i.e. no dividend 
is distributed). The earnings are 
used to acquire liquidity that is 
included in the calculation of the 
LCR; 

 The remaining state aid to banks 
(~EUR 3.3 billion nominal) is paid 
back in full in 2015; 

 Long-term financing attracted by 
banks and that matures in the 
2012-2015 period can be replaced 
by funding with similar maturities 
(no additional negative impact on 
NSFR); 

 Local regulators still have to 
determine the exact rules they 
want to use for implementing the 
bail-in regime, but the European 
Commission has already indicated 
that there will be no exceptions to 
debt already incurred by banks (no 
grandfathering). Consequently, the 
current market consensus is that 
funding providers will apply a 
surcharge based on this risk 
(conversion) to debt that matures 
after 2018. In the model, the costs 
associated with bail-in debt (see 
section 3.2.2) are phased in over 
the 2012-2015 period and are 
calculated with a surcharge of 50 
basis points (100 basis points 
equal 1%) in relation to the current 
funding expenses. Here we apply 

the assumption that the regulator 
will apply a comprehensive 
approach to funding that can be 
converted to equity. This 
assumption results in 40% of 
funding, eligible for re-finding 
during the period up until 2015, 
being impacted. The applied 
surcharge is considerably lower 
than the expected surcharge based 
on market research conducted by 
JP Morgan(16), but higher than the 
surcharge of 0.28% calculated in a 
recent impact study by the 
European Commission(17). The 
reason for this is that in the impact 
study the European Commission 
applies two important assumptions 
with a mitigating effect on the 
costs that will only apply in the 
longer term or in the Netherlands, 
will only have a limited effect in 
our opinion; 

 The EC assumes that the use 
of bail-in in combination with 
other rules of the crisis 
management package will 
result in a lower LGD (loss 
given default, i.e. expected 
loss) for bond holders than the 
historical average and that they 
will therefore accept a lower 
credit spread; 

 The EC expects the market to 
assume that, although bail-in 
can basically be applied to all 
the banks, regulators will only 
use this instrument in practice 
for systemically important 
banks. This will result in lower 
total costs for the banking 
sector. Given the specific 
circumstances of the Dutch 
banking market (dominant 
position held by a number of 
systemically important banks), 

this effect will be relatively 
minor. 

Limitations 

There are a number of inherent 
limitations in the method used and the 
available information. Apart from the 
aforementioned assumptions and the 
representativeness of the 2011 figures 
for the coming years, the most 
important limitations are: 

 The model is based on aggregated 
figures for the sector(2), which 
means that results for individual 
banks or domestic or international 
operations may differ significantly. 
In this context, we should point to 
the possibility that individual banks 
can still achieve more benefits by 
optimising the balance sheet 
composition, meaning that the 
macro-effects can be expressed 
differently; 

 Economic developments, e.g. 
credit losses, interest rate 
expectations, downturn in the 
property market and 
demand/supply interactions have 
not been taken into account. The 
model can be characterised as a 
supply model; 

 The effects of Basel III, ex-ante 
DGS and the bank tax can already 
be determined very specifically and 
clearly. However, bail-in debt as a 
component of the crisis 
management package available to 
regulators is a relatively new 
concept. The European 
Commission recently (June 2012) 
submitted a package of measures, 
but all of this still has to be 
incorporated into domestic 
legislation, with local regulators 
still facing major choices with 
respect to the framework. This 
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means that there are still major 
uncertainties in the market.  

At the same time, experts (and 
also the European Commission by 
means of an impact study(17)) are 
convinced that these measures 
will result in increased funding 
costs for banks. Since it has been 
made clear that no ‘grandfathering’ 
will be allowed, it appears likely 
that the market will adjust for this 
in the pricing of funding that 
matures after the 2018 
implementation date.  

This implies that the calculated results 
should be seen as a well-founded 
estimate that nevertheless is shrouded 
in uncertainties. 

Target ratios applied 
The regulations set a number of 
minimum mandatory ratio 
requirements. Moreover, there are also 
minimum market expectations in 
certain areas, such as returns on equity 
or cost/income ratios. Banks will want 
to at least meet these minimum 
expectations, but also retain sufficient 
flexibility to not immediately end up in 
a non-compliant situation in the event 
of possible market volatility. In 
consultation with a number of experts, 
we have therefore defined the main 
target ratios as follows:  

 Core Tier 1 ratio: 10% 
The new counter-cyclical and 
system buffers (described in 
section 3.2) increase the minimum 
capital buffers. On top of that, an 
additional buffer is necessary to 
absorb fluctuations in the event of 
market volatility to ensure some 
degree of certainty to continue 
satisfying the requirement. 
Consequently, the set core Tier 1 

ratio of 7.0%-9.5% in 2015 
appears insufficient;  

 Leverage ratio: 3.5% 
In order to absorb fluctuations in 
times of market volatility, the 
minimum ratio of 3.0% in 2015 is 
insufficient; 

 NSFR: 110% 
Our discussions with the sector 
show that a target ratio of 110% is 
considered sufficient for meeting 
the statutory minimum 
requirement of 100%; 

 LCR: 125% 
Due to the valuation principles 
applied to liquid assets, this ratio is 
sensitive to market fluctuations. In 
order to absorb these fluctuations, 
a target ratio of 125% is applied; 

 Return on equity (ROE): 8% 
A minimum return requirement of 
8% in 2015 is applied in the 
analysis in order to obtain a 
sufficiently sustainable business 
model and access to the capital 
market. 

4.3.3 Results due to the 
regulations 
Figure 15 shows the results due to the 
regulations on the basis of six ratios, 
with minima and/or targets set for five 
of them. This shows the changes in 
the ratios during the projected period. 

Figure 15 shows that, in the situation 
sketched above, the Dutch banking 
sector will not meet the statutory 
minimum requirements or the target 
ratios at year-end 2015. The figure 
shows that profitability is seriously 
affected by all regulations and appears 
unsustainable without taking 
appropriate measures. Moreover, 
without intervention, the target ratios 

will not be achieved in 2015 – except 
for the leverage ratio. Additional 
measures are therefore essential. 

4.3.4 Options for 
intervention 
Limited possibilities to comply with the 
regulations 

In order to achieve the target ratios, 
we identified five management 
measures that could make a positive 
contribution to this and are also 
sufficiently quantifiable. These 
measures and their impact on the 
ratios are illustrated in Figure 16. 
Because the identified actions have 
consequences for both the balance 
sheet and profitability, every measure 
will have impact on all the ratios to a 
greater or lesser degree.  

We note that also in the event of 
balance sheet reductions, higher 
profitability is required because a 
smaller asset base reduces interest 
income and, therefore, in the event of 
an unchanged or increased capital 
position, the return on equity will drop 
considerably.  

Figure 16 also shows that these 
actions include two types of off-setting 
(please note that both measures are 
essential): 

 Cost cutting versus loan re-pricing 
in order to increase the return on 
equity and strengthen capital 
buffers; 

 Attracting long-term funding to 
repay short-term funding versus 
balance sheet reduction. Both are 
aimed at increasing the NSFR and 
LCR.  
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Figure 15: Impact of regulations on financial ratios without management intervention 

 
Source: KPMG analysis 
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Reducing costs (return) 
As far as reducing costs is concerned, 
a structural net reduction of 5% in the 
operating costs is considered to be a 
realistic maximum. This net reduction 
consists of cost-increasing effects 
because of the effort required to 
implement the broad range of 
regulations (as referred to in section 
4.2) as well as substantial savings on 
operating costs. Here we should note 
that the sensitivity analysis reveals that 
a further (net) cost reduction will only 
have a small effect on the required re-
pricing. 

Issuing new capital 
Due to the relatively poor performance 
of the financial sector in recent years 
and the degree of uncertainty among 
investors about the business model of 

banks in view of all the pending 
changes, it is not realistic to expect 
that new capital can be attracted in the 
coming years. This option is therefore 
not used in the analysis to shore up 
equity. 

Re-pricing loans 

Due to the additional costs banks will 
have in the face of Basel III, bail-in debt 
measures, ex-ante DGS and bank tax, 
returns will drop considerably. In 
addition to saving costs, it is essential 
to re-price loans in the long term to 
absorb the increase in costs. The 
model assumes that ~20% of the loan 
portfolio can be re-priced annually. 
In order to achieve the minimum ROE 
of 8%, an additional margin of ~0.80%-
point to ~0.90%-point will have to be 
charged on. This is separate from any 

surcharge that banks will impose in 
connection with higher liquidity costs 
for issuing longer-term credit (in the 
model, we assume that this mark-up 
will be on par, i.e. without additional 
profit for the bank). 

Balance sheet reduction (NSFR) 
In the extreme event that banks 
cannot adjust their funding profile (i.e. 
that only refinancing of existing short-
term and long-term funding is 
possible), a cumulative net asset 
reduction (excl. liquid assets needed 
for LCR compliance) of ~EUR 250 
billion to ~EUR 300 billion (or an 
average of ~EUR 75 billion per annum) 
is required to achieve the target ratios 
in 2015. This amount represents about 
8%-12% of the sector’s total assets in 
2011. Net reduction in this case is 
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Figure 16: Effects of management measures on ratios 

Ratio Core Tier 1 Leverage NSFR LCR ROE C/I 

2015 starting point 9% 3,5% 96% 98% 1% 71% 

Target 10% 3,5% 110% 125% 8% n/a 

Management measure       

Cost reduction + + + + ++ ++ 

Issuing new capital ++ ++ + + -- + 

Repricing credit + + + + ++ ++ 

Attracting long-term funding to replace unsecured 
short-term funding 

- - ++ ++ -- -- 

Balance sheet shrinkage + + ++ ++ -- -- 

Legend       

++ Management measure has a significant direct positive effect. 

+ Management measure has a small direct positive effect or an indirect positive effect. 

- Management has a small direct negative effect or an indirect negative effect. 

-- Management measure has a significant direct negative effect. 
Source: KPMG analysis. 

Note: As no target has been defined for ROE, the minimum of 8% is applied here. 

defined as the sum of the balance 
sheet growth of ~EUR 90 billion from 
funding obligations arising from the 
withdrawal of foreign banks and the 
necessary reduction in order to achieve 
the applicable ratios. 

Attracting long-term funding to replace 
unsecured short-term funding (NSFR) 

At the other end, there is the extreme 
scenario that banks have unlimited 
possibilities to attract long-term 
funding, which however is unrealistic. 
In that case, balance sheet reduction is 
not necessary, but a cumulative ~EUR 
200 billion to ~EUR 250 billion in short-
term funding will be replaced by long-
term funding. 

4.3.5 Likely package of 
measures for meeting the 
required target ratios 
Based in part on discussions we had 
with the Dutch banking sector, we 

arrived at an estimate of the most 
feasible mix of management 
measures. 

The estimate of the most feasible mix 
of management measures consists of: 

 Structural 5% net reduction in 
costs; 

 Attracting a cumulative 
~EUR 50 billion in long-term 
funding to replace short-term 
funding; 

 Cumulative net balance sheet 
reduction of ~EUR 200 billion (excl. 
liquid assets); 

 Average re-pricing of ~0.80%-point 
to ~0.90%-point, assuming a 
portfolio of ~20% of total assets 
(excl. liquid assets) can be re-
priced annually. The re-pricing of 
various types of loans can vary and 

depends on the policy choices of 
individual banks in which we have 
no insight. 

With this package of measures, targets 
for the core Tier 1 ratio, leverage ratio, 
LCR, NSFR and ROE will be achieved 
as illustrated in Figure 17. 

Within the Basel III measures, the 
scope of the actions is primarily 
determined by the NSFR. In the 
analysis, this ratio requires the biggest 
effort by the Dutch banking sector 
because major adjustments to the 
balance sheet composition are 
required for the NSFR to increase by 
even one percentage point.  

The NSFR represents the ratio 
between the scale of the bank’s 
lending and the longer-term, more 
stable funding which the bank uses to 
fund lending. Due to the impaired 
confidence in the banking sector, it is 
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difficult to attract long-term funding. 
However, clients are still focused on 
long-term borrowing.  

The reliance on wholesale funding as a 
result of the funding gap is significant 
and can only be reduced in the long 
term by growth in savings deposits 
(contributes to stable available funding) 
and/or by, for example, issuing new 
mortgage products that have an 
amortising character, i.e. repaying as 
loan matures. The main conclusion is 
that it is difficult for a bank to influence 
the NSFR ratio: it requires time. 

In consultation with the banking sector, 
it appears possible to attract up to 
~EUR 50 billion in long-term funding 
(as replacement for short-term 
funding). To still achieve the target 
ratio, it subsequently requires a net 
shrinkage of some ~EUR 200 billion 

(approximately 7% of total assets in 
2011). 

Finally, it does not appear necessary to 
issue new capital for the core Tier 1 
ratio, provided sufficient earnings are 
generated that can be retained. This 
additional income comes from the 
implemented cost savings and re-
pricing of the credit portfolio. 

4.3.6. Cumulative effect of 
regulations 
The cumulative effect of the 
regulations is illustrated in Figure 18. 
The first table, top left, illustrates the 
effects on profitability of bail-in, Basel 
III, bank tax and ex-ante DGS. It can be 
concluded from this that, without 
management intervention to repair 
these negative effects, the ROE would 
amount to -0.6% in 2015. This is not 

sustainable and is below the applied 
minimum of 8%. 

The top right table illustrates the result 
that the management interventions 
subsequently achieve. The reason why 
an ultimately higher net profit has to be 
generated in 2015, bearing in mind the 
effects of legislation and the 
management interventions, can be 
found in two bottom tables.  

The bottom left table shows the 
consolidated capitalisation of 
~EUR 94 billion for the Dutch banking 
sector at year-end 2011 and the return 
achieved on this equity. The bottom 
right table shows capitalisation as at 
2015 as required by Basel III and the 
return on equity realised after 
management intervention. It shows 
that the amount of capital has 
increased by EUR 37 billion in this 

Figure 17: Impact of regulations on the ratios after management intervention 

 

Source: KPMG analysis. 
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period as a result of the regulations, 
while the return of ~8.1% only just 
meets the target.  

Figure 18 also shows that the 
additional interest expenses as a result 
of bail-in have the biggest impact on 
the profitability of the Dutch banking 
sector, followed by the various Basel III 
aspects.  

The relative impact of the bank tax and 
ex-ante DGS appears limited by 
comparison. It should be noted here 
that a different picture is obtained 
when these effects are analysed in 
isolation due to the negative impact on 
the lending capacity through the 
leverage ratio. As mentioned before, 
given certain assumptions, DNB 
concludes that the credit flow to Dutch 
businesses and households could be 
EUR 1.4 billion to EUR 28 billion less a 
year(8) because of the tax. 

4.3.7 Robustness 

The scale of the package of measures 
necessary to meet the required target 
ratios was determined by first using 
the model to yield the results produced 
by the legislation and regulations if no 
management measures were taken 
(Figure 15), with a number of basic 
principles concerning savings deposits, 
bail-in costs and Basel III elements 
being applied. These assumptions 
have a major impact on the final 
outcomes and thus on the package of 
measures. 

Both the identified legislative and 
regulatory elements (bail-in, Basel III, 
bank tax and ex-ante DGS) and the 
management interventions have an 
impact on the balance sheet 
composition as well as on the bank’s 
earnings. 

By comparing 2011 with 2015 (after 
incorporating legislation and 
regulations and management 
interventions), Figures 17 and 18 
illustrate the impact of the legislation 
and regulations as well as the selected 
management measures on the key 
balance sheet ratios and the banks’ 
profit development.  

In consultation with the banks, a 
management package has been 

defined that takes account of the 
options or lack thereof currently felt to 
be available in areas such as financing, 
capitalisation, and cost-saving and re-
pricing opportunities. In all the 
discussions about assumptions and 
possible interventions, an effort was 
made to find the greatest common 
denominator. 

Nevertheless, there may be different 
scenarios for individual banks with 

Figure 18: Cumulative effect of regulations on net profit position 

Source: KPMG analysis. 
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respect to one or more assumptions 
and ways in which management 
measures can be implemented.  

The values of the main assumptions 
and measures used in the quantitative 
analysis (see section 4.3.6) and 
subjected to a sensitivity analysis are 
presented in Figure 19. 

Figure 20 provides insight into the 
degree of sensitivity of the outcomes 
of this analysis with respect to the 
assumptions applied and to the 
individual management measures. 

For individual assumptions and 
measures, both a pessimistic and an 
optimistic scenario were applied in 
calculating the impact on the relevant 
ratios.   

Figure 19: Main assumptions and measures for sensitivity analysis 

Parameters Absolute values 

Main assumptions in input parameters  

2011 core Tier 1 ratio 8.4% 

2011 LCR 94% 

Bail-in effect 50 basis points 

Annual growth in entrusted funds 2.5% 

Cumulative balance sheet growth due to funding gap in the 2012-2015 period ~EUR 90 billion 

Representativeness of 2011: average interest margin 1.6% 

  

Main assumptions in management measures  

Assets eligible for repricing 20% 

Structural net cost reduction (to achieve as at 2012) 5% 

Cumulative net balance sheet shrinkage of assets excluding liquid assets ~EUR 200 billion 

Cumulative attraction of long-term funding to replace short-term funding in 
the 2012-2015 period 

~EUR 50 billion 

Additional interest expenses due to the replacement of unsecured short-term 
funding expressed as the average difference in interest between short- and 
long-term funding 

1% 

Source: KPMG analysis. 
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Figure 20: Results of the sensitivity analysis 

2015 ratios 

Pessimistic 
(-)/optimistic 

(+) 
Absolute 

value Core Tier 1 Leverage NSFR LCR ROE C/I 

Target   10.0% 3.5% 110% 125% 8.0% n/a 

Results of likely package   12.9% 4.8% 110% 151% 8.1% 54% 

Sensitivity of input parameters 
Basis value in brackets 

2011 core Tier 1 ratio (8.4%) - 7.4% 11.6% 4.6% 110% 151% 8.1% 54% 

+ 9.4% 14.3% 4.9% 110% 151% 8.1% 54% 

2011 LCR (94%) - 84% 12.9% 4.8% 110% 130% 8.1% 54% 

+ 104% 12.9% 4.8% 110% 173% 8.1% 54% 

Bail-in effect (50 basis 
points) 

- 75 bps 12.5% 4.6% 110% 149% 7.0% 57% 

+ 25 bps 13.4% 4.9% 110% 153% 9.1% 52% 

Growth in entrusted funds 
(2.5%) 

- 1% 12.9% 4.8% 106% 151% 8.1% 54% 

+ 4% 12.9% 4.8% 114% 151% 8.1% 54% 

Cumulative balance sheet 
increase due to funding gap 
(~EUR 90 billion) 

- EUR140bn 12.8% 4.7% 108% 142% 8.4% 53% 

+ EUR40bn 13.1% 4.8% 112% 161% 7.7% 55% 

Representativeness of 2011 
(average interest margin) 
(1.6%) 

- 1.10% 9.1% 3.5% 107% 138% 2.3% 70% 

+ 2.10% 16.4% 5.9% 112% 163% 11.4% 45% 

Significant bank 
transactions* 

- * 12.5% 4.9% 103% 131% 8.3% 55% 

+ * 13.0% 4.8% 116% 158% 7.2% 57% 

Sensitivity of effectiveness of management actions 
Basis value in brackets 

Assets eligible for repricing 
(20%) 

- 10% 11.5% 4.3% 109% 146% 4.6% 63% 

+ 30% 14.1% 5.1% 111% 155% 9.3% 51% 

Structural net cost reduction 
(5%) 

- 0% 12.5% 4.6% 110% 149% 7.5% 57% 

+ 10% 13.4% 4.9% 110% 153% 8.6% 51% 

Cum. net balance sheet 
reduction excl. liquid assets 
(~EUR200bn) 

- EUR150bn 12.8% 4.7% 108% 142% 8.4% 53% 

+ EUR250bn 13.1% 4.8% 112% 161% 7.7% 55% 

Cum. attraction of long-term 
funding to replace short-
term funding (~EUR50bn) 

- EUR25bn 13.0% 4.8% 108% 146% 8.2% 54% 

+ EUR75bn 12.9% 4.7% 112% 157% 8.0% 55% 

Extra interest expense from 
replacing unsecured short-
term funding (1%) 

- 1.5% 12.9% 4.7% 110% 151% 8.0% 55% 

+ 0.5% 13.0% 4.8% 110% 151% 8.2% 54% 

Effectiveness of actions on 
LCR 

- 50% less 12.9% 4.8% 110% 130% 8.1% 54% 

+ 50% more 12.9% 4.8% 110% 181% 8.1% 54% 

Key 

 Ratio meets target. 

 Ratio does not meet target. 

X% Effect on ratio is relatively small. 
Source: KPMG analysis. 

Note: * No optimistic and  pessimistic estimate was made for the effect of transactions announced by banks, which could have a significant impact on the results of the report. Specifically: the 
sale of ING Direct US by ING, which had not yet been completed at year-end 2011, and the intention of RBS NV to sell part of its assets to the UK parent company. The latter had been 
partly completed at year-end 2011. 
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4.4 Consequences for 
banking services 

4.4.1 Introduction 
As shown by the analysis in section 
4.3, because of the accumulation of 
new regulations, the management of 
Dutch banks will be forced to weigh up 
the available options.  

The changes in the balance sheet 
composition and the business model 
of a bank in particular influence the 
price, diversity and availability of 
products and services. Moreover, 
additional activities and requirements 
in the operating model determine the 
price and availability of services to 
clients. 

For the corporate sector and 
consumers, this analysis provide 
insight into the impact on the 
availability of banking products and 
services, more specifically expressed 
in the pricing and services offered to 
clients. Society will put emphasis on 
systemic risk, state aid and the effect 
on the real economy. 

Section 4.4.2 looks at the 
consequences (in terms of the 
availability of credit and the price of 
banking services) of the choices the 
banking sector makes. In section 4.4.3, 
we address the effects on client 
service for consumers. Finally, section 
4.4.4 briefly considers the effect on 
society. 

4.4.2 Effects on the price and 
availability of credit  
Consequences for availability 

Depending on the availability of long-
term funding, banks will be forced to 
reduce their balance sheet. In the most 
extreme scenario that banks are not in 
a position to change their funding 

profile, i.e. that refinancing of existing 
short- and long-term funding is the only 
option, a single cumulative net balance 
sheet reduction (excl. liquid assets) of 
~EUR 250 billion to ~EUR 300 billion 
will be required to meet the target 
ratios in 2015. 

This represents about 8%-12% of the 
sector’s total assets in 2011. 

How this reduction will be achieved, 
depends strongly on the policy 
pursued by the individual institutions. 

The general expectation is that large 
and long-term projects or (mortgage) 
loans will be more difficult to fund 
because they require long-term 
financing, which is difficult to obtain 
due to the requirements of Basel III.  

One possible development is that 
properly capitalised businesses may 
also be able to benefit from the 
regulations. Well-performing clients 
with a low risk profile may become 
more attractive to the banking sector 
for obtaining loans. 

For a low risk profile, banks will be 
prepared to accept lower returns. The 
downside of this is that clients with a 
higher risk profile and who can offer 
less collateral, which is often the case 
for SMEs, may then face a tighter 
financing market. 

Consequences for pricing 

A sharp increase in profit through cost 
savings and re-pricing is required for a 
sustainable business model and for 
strengthening capital buffers through 
profit in order to meet the 
requirements. 

An average price increase of ~80 to 
~90 basis points appears realistic, 
assuming that a portfolio representing 
~20% of total assets (excl. liquid 
assets) can be re-priced annually. The 

re-pricing of different types of loans 
may vary and depends on the policy 
choices of individual banks. 

This essential price adjustment is 
mainly driven by the anticipated effects 
of bail-in debt support for the 
adjustment.  

 If the additional funding costs due 
to bail-in debt is 28 instead of 50 
basis points, an average price 
increase of ~65 to ~75 basis points 
is required; 

 A more restricted application of 
bail-in (20% instead of 40%) of the 
liabilities requires a price increase 
of ~65 to ~75 basis points; 

 If a portfolio representing ~15% 
instead of ~20% of total assets 
(excl. liquid assets) can be re-
priced annually, the required 
adjustment is 105 to 115 basis 
points. 

Generally, the price for taking out a 
new mortgage will increase, partly due 
to the more detailed information 
requirement. 

As a consequence of the liquidity 
requirements, competition will 
increase in the slow-growing market 
for savings deposits, which could lead 
to higher interest payments to 
consumers. The ex-ante funding of the 
DGS increases the cost of holding 
savings deposits, which will put 
pressure on interest payments to 
clients.  

4.4.3 Effects on clients 
Services provided to clients are 
frequently affected by the regulations 
and the impact of the regulations on 
the banking sector. The aim of sector-
specific regulations (SEPA, AIFMD, 
UCITS, PRIPs, MiFID, etc.) is to reduce 
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barriers to entry and differences at 
domestic level, introduce 
standardisation at European level and 
lay down codes of conduct for the 
banking sector. This will enable banks 
to offer the bulk of their services in the 
EU, which will stimulate competition in 
the banking sector. 

These changes will lead to the 
disappearance of domestic products, 
introducing more standardised 
European products, which clients will 
have to get used to in a short 
timeframe (2013/2014) due to the 
accumulation of regulations. The 
regulations will increase client 
protection but will reduce the services 
and products available. The transfer of 
information from clients to banks will 
also increase and, with it, the effort 
required from both sides.  

Standardisation will in fact provide 
consumers with more transparent 
insight into the range of products and 
services on offer. 

The effects of capital and liquidity 
requirements under Basel III and 
reporting in particular will lead to fewer 
high-risk products and to shorter 
maturities for loans. 

4.4.4 Effects of the 
regulations on society 
Apart from the impact on consumers 
and the corporate sector, there are also 
effects on society. Due to the 
regulations, banks will be better 
protected against unforeseen 
circumstances, which mean a lower 
risk that state aid may be required at 
any time.  

Systemic risk and independence 

A transparent bank risk profile and 
stricter supervision mean that the 
public will be better informed about the 
financial position and business model 
of banks and the sector in general. 

Strengthening capital and liquidity 
buffers increases the resilience of 
banks, making them more immune to 
unforeseen circumstances. 

Drafting recovery and resolution plans 
offers regulators better guidelines to 
provide clear and structured support 
for a bank during a crisis. 

An ex-ante deposit guarantee scheme 
will reduce the burden on the state in 
the long term. Under the current ex-
post DGS regime the state in fact also 
only provides advances, if necessary, 
when a (small) bank can no longer fulfil 
its obligations.  

Figure 21: Summary of cumulative impact on clients 

Consumer 

 Increased client protection (Consumer 
Credit Directive, Mortgage Credit 
Directive) 

 Fewer domestic payment products 
(SEPA, PSD, MiFID, EMIR) 

 Fewer choices in mortgages 
(standardisation) 

 Mortgages with short maturity 

 Increase in security deposits (ex-ante 
DGS) 

 Greater effort in applying for 
services/products 

 Greater asset management protection 
(PRIPS, AIFMD, UCITS, MiFID) 

 Greater transparancy and oversight 

 Bigger choice from service providers 
(mortgage lending rates) 

 Fewer and more expensive mortgages 

Business – SMEs 

 Less credit provision due to risk profile of 
SMEs 

 Increase in payment product standardisaton 
(Electronic Money Directive) 

 Implementation of new European standards 
in systems and services (SEPA, PSD, MiFID, 
EMIR) 

 Better information about banking services and 
products 

 Less and more expensive credit 
 

Business – Big enterprises 

 Fewer complex, risky products 

 Fewer capital markets 
services/products due to EMIR/MiFID 
requirements 

 Increase in security for capital markets 
services 

 Increase in the cost of credit 

 Increased support for European 
services 

 Lower costs for European 
services/products (SEPA, PSD) 

 Greater operating effort in application 
for services, products 

 More competition from foreign banks 
and non-banking parties for 
commercial banking activities 
 

Source: KPMG analysis. 
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Downside 

The additional insurances and stability 
are expected to contribute to public 
confidence in the banking sector in the 
long term, but also have a downside in 
the short term: 

 Higher liquidity and solvency lower 
the risk profile of banking 
operations, but it is still very much 
the question whether investors will 
be willing to invest at lower returns 
against a backdrop of numerous 
alternative investment 
opportunities, and whether banks 
will be able to maintain the capital 
buffer requirements; 

 The bail-in debt rules confront debt 
funding providers with a higher 
risk, combined with a higher return 
requirement from the provider. 
This will reduce banks’ access to 
the capital market; 

 Basel III/CRD IV stimulates 
investments in Dutch government 
bonds, and this type of investment 
strengthens the ties between the 
state’s finances and credit rating 
and those of the bank. 

The regulations lead to standardisation 
and trimming back of financial products 
and services and thus create a barrier 
to non-standard services in the retail 
segment and pressure on international 
services and products.  

4.6 Summary 
The cumulative effect of regulations on 
the banking sector is considerable and 
banks will not be in a position to fully 
absorb these effects on their own. The 
changes in a bank’s balance sheet 
composition and business model in 
particular will have an impact on the 
price, diversity and availability of 
products and services. 

The degree to which banks will pass 
this effect onto clients depends on the 
management decisions made by 
banks. The quantitative analysis shows 
that, depending on the choices made, 
lending capacity could decrease by up 
to ~EUR 200 billion in the period to the 
end of 2015.  

In addition, it is also expected that 
prices will increase and services will be 
trimmed back.  
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At the moment, policymakers are considering whether broad additional regulations are required to 
strengthen the banking sector structurally. The specifics of the regulations would be likely to 
strongly influence the effect on the banking sector; but it can already be said that a number of 
ideas could have a considerable impact on the sector. A far-reaching separation of the general 
banks in the Netherlands in particular could lead to instability in the sector and also increase 
dependence on the capital markets for funding. Provided it is implemented correctly, the banking 
union could actually strengthen the Dutch banking sector. 

5.1 Introduction 
At present, various discussions are 
underway about whether more 
regulations are required in addition to 
those already announced to strengthen 
the banking sector. A range of widely 
differing intiatives are being 
considered. In this section, we present 
a brief overview of a number of major 
topics that are currently under 
consideration and identify the aspects 
that could have a particular effect on 
banks. 

The figure below illustrates the 
potential cumulative impact of the new 
initiatives on top of the initiatives 
already launched. This naturally 
involves our estimate of the most likely 
impact of the initiatives. Hard-to-predict 
developments at global and European 
level will also expose these new 
initiatives to constant changes in 
priority and substance.  

In particular, the ringfencing of retail 
and investment banking operations will 
lead to a sharp increase in banks’ 
dependency on the capital markets and 
thus reduce the sector’s capacity to 

make loans. This is mainly as a result 
of greater dependency on the capital 
markets (especially if an approach is 
chosen that is similar to the ‘Vickers’ 
proposals). 

  

5. Most important new policy 
intiatives

Figure 22: Impact of new initiatives on the sector 

 

Source: KPMG analysis. 

Other

Capital and liquidity

Taxes

System risk

Average effect of pending regulations Cumulative impactNew initiatives

Macro prudential supervision

Banking union
Ringfencing of retail/merchant 
banking operations

Financial transaction tax
Financial activities tax
Stamp duty

Key Minor effectModerate effectMajor effect
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5.2 Ringfencing retail 
and investment banking 
activities 
Purpose 

The separation of retail and investment 
banking operations is a measure often 
called for in reaction to the financial 
crisis. 

The idea behind ringfencing retail from 
investment banking activities is to 
prevent savings being used for funding 
high-risk activities. 

Different options are being considered 
for achieving this goal. 

Instrument 

Different proposals have been drawn 
up in the United States (Volcker Rule) 
and the United Kingdom (‘Independent 
Commission on Banking’ chaired by Sir 
John Vickers) in order to achieve this 
goal. 

The Volcker Rule is part of the Dodd-
Frank Act, a set of regulations in 
response to the financial crisis. The 

Volcker Rule restricts banking 
institutions in their speculative trading 
activities. Moreover, it will be 
impossible for banks to finance private 
equity firms. We note here that these 
rules have not yet been finalised and 
discussions are still underway about 
their scope. 

The commission led by Sir John 
Vickers goes one step further to 
achieve ringfencing. It proposes to split 
up banks that perform both retail and 
investment banking activities, with 
divisions being split operationally and 
required to continue as a separate legal 
entity. 

Both the above solutions have a 
number of implications (see Figure 23). 

In the Netherlands, the De Wit 
Commission also advocated further 
ringfencing. In February 2012, the 
European Commission instructed a 
group of experts under the 
chairmanship of Erkki Liikanen to draft 
proposals for the structure of the 
European banking sector. 

Publication of the recommendations by 
the Liikanen Commission is expected 
in October 2012. In anticipation of this 
publication, the incorporation of Vickers 
into regulations in the UK has been 
postponed. In the Netherlands, in the 
meantime, the Commission on the 
Structure of Dutch banks (‘Commissie 
Structuur Nederlandse Banken’) has 
started an investigation into the 
settlement and resolution of banks, 
and the possible need for structural 
adjustments to achieve this, to 
guarantee the stability of the Dutch 
financial system in the best way 
possible. 

Implications 

In response to the recommendations 
of the De Wit Commission, the Dutch 
Ministry of Finance has concluded that 
the separation of an institution will only 
be a crisis measure to be used as a last 
resort if there is no future for the 
whole bank. This should reduce the 
impact on consumers and business 
operations. 

The conclusions of the Liikanen 
Commission have not yet been 

Figure 23: Potential implications of the Volcker Rule compared to Vickers on Dutch general banks 

Volcker Rule (VS) 

 Elimination of risks for deposits 
arising from trading for own account. 

 Bank is allowed to keep a trading 
portfolio for risk management 
purposes. 

 Little effect because scale of trading 
for own account is small in the 
Netherlands. 

Vickers (VK) 

 Elimination of risks for deposits relating to own business activities. 

 Diversification benefit for bank will be lost. 

 A Dutch retail bank remains dependent on the capital markets to fund mortgages. A separation 
creates funding issues. 

 A Dutch bank offering investment banking services cannot rely on deposit funding. This 
creates issues in funding business loans. 

 The scale of Dutch banks’ investment banking activities is very small. As a result, these 
activities will in the future have only limited opportunities to spread their operating expenses, 
which may lead to a sharp cost increase. 

 Uneven playing field for Dutch banks vs. foreign banks with a branch in the Netherlands. 

 Retails banks that have to continue using capital markets products for risk management will 
then have to outsource these to an investment bank, which again creates dependency. 

Source: KPMG analysis. 
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finalised. However, should it conclude 
that a separation of retail and 
investment banking activities is 
unavoidable, it will have major 
consequences for the availability and 
cost of mortgages and business loans. 
This is especially the case because 
deposits can no longer be used to fund 
business operations. On the other 
hand, under a comprehensive form of 
separation, retail banks may not be 
allowed to attract funding for 
mortgages on the capital markets. 

5.3 Banking union 
Purpose 

The interdependence of the banking 
sector and national authorities has 
increased during the European debt 
crisis. 

This has created a problematic 
situation because a number of banks 
receive aid from their governments 
while banks also hold a relatively large 
number of their own governments’ 
bonds because of capital requirements 
(Basel III). 

Consequently, a lower credit rating for 
a country directly affects the credit 
rating of a bank which, in turn, has an 
impact on the financing of banks and, 
as such, on the ability to provide credit. 
This affects the economy, leading to 
lower tax revenues. 

To reduce this negative feedback 
mechanism, the European 
Commission has published a proposal 
on the setup of a banking union. 

Instrument 

The European Commission’s proposal 
for a banking union consists of three 
components: centralised European 
supervision, a uniform, centralised 
European Deposit Guarantee Scheme 
(DGS), and a European resolution fund. 

 Centralised European supervision 
will be phased in until all the banks 
in the euro zone eventually come 
under the supervision of the ECB 
with effect from January 2014. The 
European Commission believes 
that the current supervisory 
framework is too fragmented to 
effectively deal with problems, 
which is detrimental to the 
necessary trust between the 
member states; 

 The Commission is looking at a 
range of options for the European 
DGS to share the burden upon 
resolution. At the moment, the 
DGS operates at domestic level; 

 A European resolution fund will 
also have to be funded by banks. 
As such, the proposal reduces the 
interrelationship between financial 
institutions and nation states. 

Implications 

In the event of a banking union, the 
Dutch banking sector will in all 
likelihood continue to depend on 
foreign deposit holders for part of its 
funding and an open internal European 
market will continue to exist. 

Part of the supervision of the banking 
sector will probably take place outside 
of the Netherlands. This raises the risk 
that the Dutch context in which banks 
operate will receive less attention, 
which can affect the role that banks 
play in financing the Dutch economic 
growth. 

By not making direct recapitalisation of 
banks dependent on public funds, a 
European fund (‘Resolution fund’) will 
have to be established through an 
additional banking charge. This will 
probably equal 1% of the deposits on 
top of existing levies, such as DGS. 

It is obviously crucial that the 
regulations for providing support to 
banks that are in trouble are adequate. 

5.4 Macro-prudential 
measures  
Purpose 

The debt crisis has made it clear that 
systemic risks are not restricted within 
national borders. It is therefore vital to 
identify potential systemic risks at 
European and global level and then to 
mitigate them. 

Instrument 
At the moment the ESRB and the ECB 
are in the process of structuring the 
instruments for future macroprudential 
supervision.  

Implications 
The exact nature of the instruments 
will have a strong influence on how 
these measures will affect the Dutch 
banking sector. It will also be important 
whether the ESRB and ECB will take 
country-specific circumstances into 
consideration (in particular relating to 
the provision of mortgages) in deciding 
which instruments they will use. 

5.5 Taxes 
Purpose 

In recent past, governments have 
invested in the stability of their 
domestic banking sector in order to 
guarantee financial stability. 

For banks to share in the bail-out of the 
sector, governments have imposed 
taxes on the banking sector. These 
taxes have several purposes: 

 To discourage certain activities 
considered high risk; 
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 To make banks share in the costs 
of the financial crisis; 

 To strengthen state finances. 

Instrument 

Apart from the bank tax recently 
introduced in the Netherlands, further 
steps are being taken at international 
level to introduce additional taxes for 
the financial sector: 

Financial Transaction Tax (FTT): This 
concerns the proposal of the EC to 
introduce in Europe atax on a wide 
range of financial transactions 
(including certain products, such as 
derivatives). The FTT proposal strives 
to counteract excessive speculation. 
As far as transactions within Europe 
are concerned, a tax of 0.1% will have 
to be paid on shares and bonds and 
0.01% on derivatives. The tax will be 
paid by both the buyer and the seller in 
a transaction. 

The FTT proposal as a short-term 
option was recently voted down in the 
European Council. 

Since the introduction of the FTT in the 
short term is now considered unlikely, 
it has been suggested by some to 
introduce a Financial Activities Tax or a 
Stamp Duty. 

Financial Activities Tax (FAT): the 
Financial Activities Tax (FAT) was first 
raised in a policy document of the IMF 
about taxation options for the financial 
sector. The idea behind the FAT is that 
due to market failure and market 
distortions the financial sector can earn 
higher profits, and can therefore pay 
higher wages, than is economically 
justifiable. The FAT aims to adjust this 
by taxing the economically unjustifiable 
profits and remuneration. The FAT levy 
is an additional levy and cannot be 

offset against income tax or 
corporation tax. 

Stamp Duty: In addition to a bank tax, 
the UK also has another financial 
sector tax in the form of a Stamp Duty. 
This Stamp Duty is levied when shares 
originally issued in the UK are traded, 
irrespective of whether that share was 
traded inside or outside the UK. In both 
instances, it is levied without any tax 
relief. As a result, the Stamp Duty has 
a global effect. 

Implications 

 DNB, AFM and the Netherlands 
Bureau for Economic Policy 
Analysis (CPB) do not consider it 
beneficial to introduce a European 
financial transaction tax (FTT) and 
believe that it is debatable whether 
it will discourage disruptive market 
behaviour. Apart from that, the FTT 
will result in lower economic 
growth. DNB estimates the cost of 
the FTT for Dutch banks, pension 
funds and insurance companies at 
EUR 4 billion per annum; 

 The FAT only targets profitability 
and therefore banks’ ability to 
recover under their own steam; 

 The design of the Stamp Duty is 
such that it actually only burdens 
end users and not the financial 
institutions. As such, the Stamp 
Duty, in contrast to the bank tax 
and the FTT, fails to bring about a 
contribution by the financial sector 
to public funds.  

It is also important to note that the 
Dutch state has so far not lost any 
funds in the bail-out of the sector (and 
the aid it provided), which means that 
the argument of ‘burden sharing’ 
probably does not entirely hold up. 

5.6 Conclusion 
At the moment, various stakeholders 
are considering whether wide-ranging 
additional rules are required to 
structurally strengthen the banking 
sector.  

The detailed plans could have a major 
impact on the banking sector, but it is 
already clear that some ideas may 
significantly affect the sector. In 
particular, a comprehensive separation 
of the Dutch general banks could result 
in instability in the sector and, in 
addition, increase the dependency on 
the capital markets for funding.  

The banking union strives to address 
the risks associated with the increasing 
interdependency between the 
international banking sector and 
national governments. At the moment, 
the effect of the banking union is still 
unpredictable, but it has the potential 
to strengthen the Dutch banking sector 
if implemented correctly. 

  



48 | The cumulative impact of regulation

© 2012 KPMG Advisory N.V.

49 | The cumulative impact of regulation 

© 2012 KPMG Advisory N.V., registered with the trade register in the Netherlands under number 33263682, a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of 
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the Netherlands. 
 

Appendix A: List of legislation/regulations 

No. Legislation/regulation Description Authority Status Effective 

Effect on 
balance 
sheet 

Effect on 
business 

model 

Effect on 
operating 

model 

Effect on 
change 
capacity 

1 Alternative Investment Fund 
Manager Directive 
(AIFMD)COM (2009) 207 

Directive for alternative investment 
fund managers 

EU Implementation 2011 Low Low Med Med 

2 Bank tax  Dutch tax legislation for banks NL Effective 2012 High Med Low Low 

3 Capital Requirements 
Directive / Regulation (CRD 
IV Package) COM(2011)453 
& COM(2011)452 

European Directive and Regulation for 
capital and liquidity requirements 

EU Negotiations 2013* High High Med High 

4 Central Securities 
Depositories Directive 
(CSDD) 

European directive for harmonising 
resolution of depositories 

EU Negotiations 2015* Low Low Low Low 

5 Banking Code Voluntary Dutch code for governance 
and remuneration in the banking sector 

NL Implementation n/a Low Low Med Low 

6 Consumer Credit Directive 
2008/48/EG 

European directive to offer consumers 
better protection against lenders and 
for a more transparent European 
market 

EU Effective 2010 Low Low   

7 Consumer Finance 
Protection 

Consumer protection directive FSB INT Implementation n/a Low Low   

8 Corporate Governance in 
Financial Institutions and 
Remuneration Policies 
Green Paper 
COM(2010)284 

European proposals for governance and 
remuneration for financial institutions  

EU Preparation n/a Low Low Med Med 

9 Credit Rating Agencies 
(CRA II & III) COM(2011)74 

European regulations for credit rating 
agencies 

EU Negotiations 2013 Med Low Low  

10 Crisis Management 
Framework COM(2012)280  

EC proposal for a crisis management 
framework directive 

EU Negotiations 2013* High High High High 

11 Ex-ante deposit guarantee  Dutch legislation for deposit guarantee 
scheme  

NL Effective 2013* Med Med Low Low 

12 Deposit Guarantee Scheme 
(DGS) COM(2008)661 

European deposit guarantee scheme 
directive 

EU Implementation 2010 Med Low Low Low 

13 Dodd-Frank Act (DFA) US legislation to reform financial 
system 

US Effective 2010 Low Med Med Low 

14 Electronic Money Directive 
(EMD)- 2009/110/EC 

Electronic money directive EU Implementation 2011 Low Low Low Low 

15 European Market 
Infrastructure Regulation 
(EMIR)- COM(2010)484 

European regulation for OTC 
derivatives, central counterparties and 
transaction registers 

EU Implementation 2013 Low Med Med Med 

16 Foreign Account Tax 
Compliance Act (FATCA) 

US tax compliance legislation US Implementation 2010 Low Med Med Med 

17 Financial Conglomerates 
Directive (FCD) 
COM(2010)433 

European directive for conglomerates 
with banking and insurance licences 

EU Implementation 2011 Low Med ?? ?? 

18 Fit and proper Dutch legislation (amendment) Wft 
concerning fit and proper test and 
reliability test 

NL Negotiations 2011 Low Low Low Low 

19 Mortgage rate transparency Dutch legislation for mortgage rate 
transparency measures 

NL Negotiations 2013* Low Low Low Low 

20 Intervention act Dutch legislation for intervention in 
banks and insurance companies 

NL Implementation 2012  Low Low Med 

21 Investor Compensation 
Scheme (ICS) - 
COM(2010)371 

European directive for investor 
compensation scheme 

EU Negotiations 2013* Low Low Low Low 

Source: KPMG analysis.            (continued) 
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Appendix A: List of legislation/regulations (continued) 

No. Legislation/regulation Description Authority Status Effective 

Effect on 
balance 
sheet 

Effect on 
business 

model 

Effect on 
operating 

model 

Effect on 
change 
capacity 

22 International Financial 
Reporting 
Standards/International 
Accounting Standards IFRS 
9, IFRS 10, IFRS 13, IAS 
19R, IAS 32 

International standards of the IASC for 
financial instruments, consolidation and 
fair value, pension obligations 

INT Negotiations 2015* High Med Low Low 

23 Know your client Dutch legislation (amendment) to 
prevent money laundering and terrorist 
funding (Wwft) 

NL Negotiations 2012 Low Low Low Low 

24 Market Abuse Directive & 
Regulation (MAD) II 
COM(2011) 651 & 
COM(2011) 654 

European directive and regulation for 
implementation of criminal law policy in 
financial system 

EU Negotiations 2013* Low Low Low Low 

25 Markets in Financial 
Instruments Directive & 
Regulation (MiFID) II - 
COM(2011)652 & 
COM(2011)656 

European directive and regulation 
(restructuring) of markets for financial 
instruments. 

EU Negotiations 2014* Low Med Med Med 

26 Mortgage Credit Directive - 
COM(2011)142 

European mortgage directive EU Negotiations 2013* Low Low Low Med 

27 Omnibus I European legislation for European 
supervision 

EU Effective 2012 Low Low Med Low 

28 Omnibus II - 2011/0006 
(COD) 

European legislation for European 
supervision 

EU Negotiations 2013*         

29 Packaged Retail Investment 
Products (PRIPs) 2012/0169 

Directive on information for consumers EU Negotiations 2013 Low Med Med Med 

30 Payment Services Directive 
(PSD) 

European directive to support SEPA EU Implementation 2009         

31 Prospectus requirement Dutch legislation for prospectus limit 
Wft 

NL Effective 2010 Low Low Low Low 

32 Ban on commission Dutch legislation banning commission NL Effective 2012 Low Med Low Low 
33 Recovery plan framework Dutch DNB guideline for recovery 

planning 
NL Pilot 2012         

34 Securities Law Directive 
(SLD) 

European custodian legislation  EU Implementation 2014*  Low Low Low 

35 Short Selling Regulation - 
236/2012 

European regulation for short selling and 
credit default swaps 

EU Implementation 2012 Med Low Low Low 

36 Undertakings for Collective 
Investment in Transferable 
Securities (UCITS) - 
COM(2006)926 

European directive for coordinating the 
legal and administrative law 
requirements for UCITS 

EU Implementation 2008 Low Low Low Low 

37 Transparency Directive - 
COM(2011)683  

European transparency requirements 
regarding information about institutions 
issuing securities for trade 

EU Negotiations 2013* Low Low Low Low 

38 Controlled remuneration 
policy regulation Wft 2011 

Dutch legislation regarding remuneration 
policy 

NL Implementation 2010         

 Major effect         
 Moderate effect         
 Minor effect         

Source: KPMG analysis. 

Note: * KPMG expectation.             
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