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APCIMS has read with interest the European Commission’s consultation document on 
reforming the structure of the EU banking sector, specifically relating to the structural 
separation recommendations of the Liikanen High-Level Expert Group, and we welcome 
the opportunity to respond, as the representative body of the largest grouping of retail 
investment firms and agency brokers in the EU.  The APCIMS’ community of financial 
intermediaries serves retail investors in a variety of ways.  Any retail person trading on-
exchange in the UK will almost certainly do so through a broker who is an APCIMS 
member.  In the majority of cases, this will be an execution-only deal and the execution-
only service offered by a number of our members is very popular.  Most of the 
discretionary management of private client portfolios in the UK, from relatively small to 
very large, is also via an APCIMS member firm.  Further, our firms offer advice of both 
the one-off and long-term managed kind. 

It should be clear from this brief description that our member firms are mostly not banks.  
We therefore do not propose to answer the questions raised in your consultation paper but 
are concerned instead to explain the possible detrimental consequences that structural 
                                                             
1 The Association of Private Client Investment Managers and Stockbrokers (APCIMS) is a trade association 

representing 178 Wealth Management firms and Associate members.  With formal contracted client 
relationships our firms deal in stocks and shares and other financial instruments for individuals, trusts and 
charities and offer a range of services across a spectrum spanning execution only through to full 
discretionary services. 

 Our member firms act for over 4 million private investors and carry out around 20 million transactions a 
year in the marketplace.  Our members also manage over £510 billion of wealth in the UK, Ireland, 
Channel Islands and Isle of Man, operate across more than 580 sites and employ c.31 000 staff. 

 Our aim is to ensure that any changes including operational, regulatory, tax and other business matters 
across Europe and the rest of the world are appropriate and proportionate for our wealth management 
community and, most importantly, their clients. 
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separation of banks could have for APCIMS’ financial intermediaries and consequently for 
the retail investors on whose behalf they may be investing.  In order to avoid such 
consequences, the way in which investment business is undertaken for retail clients by our 
member firms and the purpose for which these firms temporarily hold client money in 
nominee accounts at banks must be taken carefully into consideration. 

One of the key effects of the Liikanen Report is that retail client money held on deposit at 
the ring-fenced retail arms of banks cannot be accessed by the bank for any proprietary 
purposes or purposes that support “risky” trading activities, except in cases where the 
banks are very small or have proprietorial trading activities that do not reach the necessary 
thresholds as a proportion of total business.  Liikanen makes it clear that this includes 
trading in derivatives by the bank and that, as a consequence, “deposits, and the explicit and 
implicit guarantee they carry, would no longer directly support risky trading activities” and, 
“proprietary trading and all assets or derivative positions incurred in the process of market-
making, other than activities exempted below, must be assigned to a separate legal entity… (the 
“trading entity”) within the banking group”. 

APCIMS supports work undertaken to make sure that retail client money is better 
protected in the future against financial crises of the kind experienced in the last few years 
and understands the reasons why these proposals have come about.  The problem, 
however, is that in separating trading from retail banking the proposals may block the 
temporary holding of client money on deposit in nominee accounts at banks.  In the 
Commission paper, these proposals would be given effect by the “functional separation” or 
“ownership separation” options set out on pages 5-8 and our concerns arising from these 
forms of separation are particularly relevant to questions 5-9 inclusive. 

APCIMS’ member firms are agency brokers and undertake almost no proprietary trading; 
they are small and in the few cases where they take deposits (and therefore are classified as 
credit institutions) they will almost certainly fit under the threshold exemptions; and they 
are covered by client asset segregation rules meaning that at no stage do they have any legal 
title to the monies they invest on behalf of clients.  These monies remain in the ownership 
of the clients at all times and firms are legally not allowed to do anything with the monies 
beyond the legally prescribed activities, mainly concerned with making investments, set 
out in the rules.  Our firms must comply with all regulations and rules governing the 
suitability of investment products for their clients, the need to “know your customer” and 
to act in their best interests, and the application of complex product and appropriateness 
tests. 

Retail businesses of this kind should not, in principle, be affected by the separation 
proposals.  But if the proposals prevent any use of any deposits in the retail part of a 
bank, including client money held on deposit in nominee accounts, for any kind of 
investing for retail investors then they will be negatively impacted by them.  Retail 
investors cannot be clients of the trading entity so a transfer of their deposits to that side 
of the bank in order to invest is not possible.  Even if the restriction is only on “riskier” 
investments such as derivatives, this will still prevent agency brokers acting as 
discretionary managers from taking out simple options strategies or similar risk mitigating 
operations for their clients, which are often beneficial at hedging retail downside risk in 
equity and listed bond markets.  This means that the range of choice available to retail 
clients may be reduced to their detriment and firms might find that they cannot fulfil 
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aspects of regulation, such as getting the best outcome for clients (“best execution”) 
and acting at all times in their best interests in their investment practice. 

There may also be adverse pressures from these changes that lead to perverse 
consequences.  For example, retail clients may try to reclassify themselves as professional 
investors in order to be clients of the trading entity and undertake riskier, but potentially 
more rewarding, business.  Or investment firms may begin to look for banks exempt from 
the separation arrangements with which to hold client assets in nominee because they will 
then be able better to invest client assets in the normal way, as required by regulation.  
This might lead to smaller banks being used for purposes for which they were not 
designed and a concomitant increase in risk to the client. 

In order to deal with these issues we recommend that, in the process of separating banks 
and creating ring-fenced retail deposit takers, an exemption be made from restrictions on 
the use of client deposits held for clients in nominee accounts by retail agency brokers 
subject to client asset segregation and investor protection rules, provided the retail agency 
broker is authorised to undertake discretionary and non-discretionary portfolio 
management for retail clients on a strictly agency basis.  This would ring fence the retail 
agency broker community who are not intended to be caught by the new rules and enable 
them to act as before for their retail clients.  APCIMS would be happy to assist with 
drafting such an exemption. 

We hope that you find these comments helpful.  We would be pleased to discuss our views 
in more detail as required. 

 

 

 

John Barrass 

Deputy Chief Executive 
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