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 Subject: Reply to consultation - Bank Reform - Citizen

Stop bailing out banks at the cost of citizens!
 
1. Can structural reform tackle over-complexity, excessive risk-taking, lack of 
resolvability and 
excessive leverage? 
Yes. Splitting commercial banking activities (deposits, payments and credits) 
from 
market-related activities (investment banking) will remove the implicit subsidy 
that 
market-related activities unduly benefit from and which has encouraged their 
excessive 
growth. Separation will greatly decrease the risk that taxpayers will once again
have to 
bail out banks. 
2. Is a European proposal needed? 
 Yes. Europe should intervene in favour of the citizens and not against them, 
namely those 
under rescue from Troika and IMF. The crisis is the responsibility of the 
finantial system 
not the working people. European co-ordination will allow nations to implement 
separation on equal principles. Moreover, separation is an essential complement 
to 
recovery and resolution that are currently being negotiated at European level 
(Bank 
Recovery and Resolution and Single Resolution Mechanism).
3. What is the scope of activities to be separated?
Investment banking activities must be separated as a whole. Trading assets and 
derivative 
assets need to be separated from commercial banking assets. Trading and 
derivatives 
activities need to be financed at the right cost to avoid their over-development
and over-
riskiness. They should not benefit from a subsidy.
4.What discretion for separation can be left to supervision authorities?
Separation can prevent contagion between the investment bank and the commercial 
bank 
and therefore render the resolution possible in case of a crisis: it is indeed 
impossible to 
separate activities in the midst of a crisis. Regulatory separation of banking 
activities need 
to be implemented ex-ante and should not be left to supervisors’ discretion.
5. Do we need to separate market making and underwriting activities?
Market making and underwriting are trading activities: they should be separate 
from 
commercial banking. As trading activities are all inherently similar and because
they 
require infrastructure investments, there is no point to keep some trading 
activities on one 
side, and some others on the other side: all trading activities, including 
market making 
and underwriting, must be part of a separated investment bank.
6. Should commercial banks be allowed to sell derivatives to their clients?
In general no, but in order to allow banks to provide their corporate clients 
with a full 
range of services, limited exceptions could be contemplated for simple 
instruments to be 
sold to non-financial firms.
7. What form of separation should be contemplated, why, and with what costs and 
benefits? 
The main purpose of separation is to avoid that funding resources and capital 
can be 
slipped from one activity to the other, and that the deposit-taking bank 
subsidies the 
investment bank. 
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Only solutions that achieve separate funding can be supported. This includes 
"ownership 
separation" and should include most solutions that could fall under "functional 
separation 
with tighter restrictions on economic and governance links" 
 
I support Finantial Watch proposals
 
Ida Brandão
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