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- Response of the Crédit Agricole Group – 

 
 

 
The Group Crédit Agricole S.A. is a leading international banking and insurance group with total 
assets of € 1,842.4 bn (as of 31 December 2012). Its Core Tier 1 ratio is 11.8%.  It is present in 70 
countries worldwide (28 countries in Europe) and servicing more than 51 million customers through a 
network of 11,300 branches solidly anchored in their territories. The group employs 150.000 people 
worldwide (90% of which in Europe) and offers a wide range of financial services, including retail 
banking, consumer finance, insurance, asset management, private banking, leasing, factoring and 
corporate and investment banking. Crédit Agricole Group intends to fulfil its role as a leading 
European player with global scale, while complying with the commitments that stem from its mutualist 
background. It focuses its development on servicing the real economy and is committed to the 
principle of responsible growth.  
 

*   *   * 
 
Crédit Agricole welcomes the opportunity to comment on this new consultation of the European 
Commission (EC) which focuses on the structural separation of banking activities. As one of the 
leading universal banks in Europe, Crédit Agricole Group is directly concerned by the “stylised 
separation options” outlined in the consultation paper, and as such, is committed to constructively 
contribute to the work of the Commission on this important subject.  This response complements the 
information provided by Crédit Agricole as an input to the HLEG consultation (3rd May 2012) and to 
the EC consultation on the “Liikanen report” (October 2012). 
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I. General comments 

 
Crédit Agricole welcomes the Commission’s decision to carry out an impact assessment to further 

evaluate the rationale, objective and viability of the HLEG recommendation calling for a structural 
separation of banking activities. This impact assessment was indeed a central request of the banking 
sector following the publication, in October 2012 of the Liikanen report. We also value the fact that 
the Commission has undertaken further work to review the separation thresholds suggested by the 
HLEG and, within this context, the definition of “trading” activity. This is an important step since 
trading activities tend to cover a wide spectrum of financial transactions, many of which are critical for 
the financing of the European economy. This is the case, in particular, of market-making activities 
which play a critical role in the supply of liquidity to the economic system and the provision of 
hedging services to clients.  Due to the difficulty to distinguish between market-making activities and 
proprietary trading activities, the HLEG had somewhat arbitrarily ranked all market-making 
transactions in the segment of “particularly risky” trading activities to be separated from deposit-
taking activities. Crédit Agricole, like many other banks, had contested this approach, calling for a 
more balanced consideration of those market-making activities which directly support the financing of 
the real economy and/or provide useful risk management services to clients. In its consultation paper, 
the Commission seems to take a more nuanced view of the definition of market-making activities 
which is a welcomed step. 
 

Despite these efforts, however, we are still unconvinced by the overall approach taken by the 
Commission and the various working hypotheses it is contemplating for its impact assessment 
analysis. The main reasons for this are the following: 
 

1) No compelling case for separation 
 

In the first section of its consultation paper (“problem drivers”), the Commission states that 
“structural reforms of the banks that are too-big-too fail would directly address intra-group 
complexity, intra-group subsidies, and excessive risk-taking incentives”.  However, it does not explain 
how concretely structural reforms would meet these objectives. In particular, there is no convincing 
evidence that structural reform measures would have a direct influence on systemic risk, or for that 
matter, that large banking structures relying on a combination of different banking activities (so-called 
“universal banks”), are a major risk factor.  As we have seen during the financial crisis, large universal 
banks have proved globally resilient during the crisis, mainly thanks to their well-diversified risk and 
funding structure. In contrast, some small local mono-liners (e.g. Northern Rock, Spanish regional 
saving banks) have proved systemically risky, especially where market concentration was of 
significance.   
 

More importantly, the Commission’s paper fails to assess the broader – and potentially very 
damaging- macroeconomic consequences of structural separation for the European economy. Quite 
inevitably though, any ring-fenced trading entity would need to drastically withdraw capacity, re-price, 
or consolidate, with major implications for market liquidity, competition, product and services 
diversity, clients and systemic stability.  Indeed, if –as it is assumed in the consultation paper - group 
guarantees are not available to trading entities anymore, ring-fencing could challenge the very 
existence of some European investment banks since these would need to raise their capital well 
beyond the levels required by the Basel 3/CRD4 rules to maintain their ratings and compete globally. 
However, such a process would inevitably put pressure on trading costs (funding, hedging, …) and by 
so doing, put mid-size European trading activities operating within universal banks at a competitive 
disadvantage compared to bigger –non-European- players. Eventually, this may lead efficient 
European trading entities to exit the market. Thus ring-fencing of trading entities will also affect 1) 
market structure (favoring non-UE investment banks), 2) the diversity and competitiveness of the 
European banking system and 3) the financing of the European economy.  
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In addition, by creating incentives for regulatory arbitrage, ring-fencing of trading activities may 
shift some of these transactions to the shadow banking sector. It is not clear to us how the 
Commission aims to capture the impact of these vitally important issues in the two ring-fencing 
scenarios it is proposing.  In our view, leaving these aspects out of the impact assessment study raises 
serious methodological and analytical concerns. We would strongly encourage the Commission to 
carry out a thorough macroeconomic analysis of the broader consequences of ring-fencing of 
trading activities for the European economy. 
 

The lack of compelling case for structural reform is further worrying because it ignores, in our 
view, some of the important findings of the HLEG report, in particular: 
 

 “In evaluating the European banking sector, the Group has found that no particular business 
model fared particularly well, or particularly poorly, in the financial crisis. Rather, the 
analysis conducted revealed excessive risk-taking – often in trading highly-complex 
instruments or real estate-related lending – and excessive reliance on short-term funding in 
the run-up to the financial crisis. The risk-taking was not matched with adequate capital 
protection and high level of systemic risk was caused by strong linkages between financial 
institutions1.” 
 

 On performance: “…there is no obvious relationship between bank size and performance 
(charts A3.1 to A3.4). Also, unless other factors can be controlled for, it is not possible to 
identify a clear relationship between a bank's asset and funding structure and its performance 
(chart A3.5 to A3.8).” 2 

 
 “Structural separation would entail a number of challenges. The requirement for the different 

parts of the banking group to be self-funded and separately capitalized would reduce 
diversification benefits, increase bank funding costs and as a result increase the cost of 
financial services (and/or reduce profits or bonuses).” 3 
 

 “Diversity strengthens the resilience of the banking system as it mitigates vulnerability to 
systemic interconnections and promotes effective competition. Diversity is explicitly protected 
by the EU treaty.” 4 
 
 

2) Insufficient consideration for the role of universal banks in the European economy 
 

The Commission’s analysis of the “problem drivers” focuses a lot on banking institutions’ size, 
complexity, interconnectedness and the so-called ‘implicit subsidy issue”. But it makes no in-depth 
assessment of the key benefits universal banks bring to the European economy. This is regrettable 
since the HLEG had itself recognized the important contribution of universal banks to the European 
economy and had emphasized the importance of preserving the main benefits of this model as well as 
the diversity of the European banking sector. 
 
As already raised by Credit Agricole in earlier contributions to the Commission’s work on banking 
structures, the advantages of universal banks are multiple and include the following:  

 
 Benefits for the client: Universal banks provide: 

 a lasting and global relationship with their clients (universal banks have the capacity 
and resources to accompany their customers’ short and long-term investment and 
borrowing decisions throughout their lifetime in all types of projects (savings, 

                                                 
1 HLEG report, p.i (Letter from the chairman) 
2 HLEG report, ch.3.4.7, p. 55 
3 HLEG report, p. 99 (section 5.4) 
4 HLEG report, p.32, Box “Summary of Chapter 3”. 
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investment, pensions, insurance, commercial trade, project and trade finance, private 
wealth management, etc. ; 

 competitive prices, as a result of both economies of scale, cost synergies and market 
competition; 

 easy and efficient access to a wide range of high quality financial products and 
services, both for retail and business customers (the “one stop shop”). 

 
 Efficient product design and financing solutions: Thanks to their in-house capital market 

operations, universal banks are able to offer the investment products and financing solutions that 
corporate and retail clients need to make their daily business and investment decisions. In the 
case of Credit Agricole, our investment bank, CA-CIB, provides the group’s retail network with 
these crucial services.  

 
 Risk diversification: Universal banks like Credit Agricole have income sources that are well 

diversified both by sector (retail and wholesale), source (margins and fees), and by geography. 
Banks which include both retail and commercial banking business are better able to manage 
more complex risks within their balance sheets because of their diversification. This feature also 
allows large banking groups to work as solid “shock absorbers” during periods of stress, which 
was clearly evidenced during the recent financial crisis.  

 
 More efficient capital and liquidity allocation and management: Thanks to their mutualized 

structure, universal banks can optimize the allocation and management of capital and liquidity 
within the entire group. By so doing, they also contribute to allocate liquidity and funds to 
where it is most needed in the real economy and enable a more accurate pricing of risk. 

  
Furthermore, universal banks fulfill a key role in the lending intermediation process and will 
continue to do so in the context of the transition from a bank-led economy to a more capital market-led 
economy, though their specific role in the value chain will evolve in the new Basel 3 prudential 
context. 
 
In our view, any meaningful analysis of structural reform should take these important features 
into consideration. 

 
 
3) No thorough analysis of the impact of the G20 banking and market reforms 

 
Surprisingly, the Commission provides no detailed assessment of the numerous European and 

international prudential and market reforms that have recently been adopted (or are about to be 
adopted) as a response to the financial crisis.   This is regrettable since these measures – in particular 
the far-reaching Basel3/CRD4 reform package, the Fundamental Review of the Trading Book, the 
Bank Recovery and Resolution directive (BRR), the review of the Deposit Guarantee Scheme 
directive (DGS), EMIR, MiFID 2 – will all contribute to firmly address some of the regulators’ main 
concerns regarding the “too-big-to-fail” dilemma, including the implicit subsidy from taxpayers. As a 
matter of fact, through their critical impact on capital, liquidity, risk management and governance, 
these new rules have already contributed to a much better control of risk-taking and risk 
management in the banking system, as well as a significant reshaping of banking activities.  
Indeed, on the back of these reforms, banks have significantly decreased their exposure to risky 
activities and reorganised their business portfolio towards more customer focused market activities, 
which in turn has contributed to their deleveraging efforts. Furthermore, banks have increased 
transparency, strengthened their corporate governance and improved crisis prevention and 
management tools (e.g. living wills/recovery plans), thereby anticipating some of the most stringent 
CRD4 and BRR rules.   
 
In view of all these changes, we see little need for a more radical reform of the banking sector 
which would run the risk of 1) disrupting the market in a fragile economic context, 2) driving 
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costs upwards, 3) raising uncertainty among clients and investors and 4) hampering efforts 
towards economic growth. 
 
 

4) What about the Banking Union? 
 

The Commission makes no detailed reference to the Banking Union project in its consultation 
paper.  However, the Banking Union will no doubt contribute to the further stabilization and 
resilience of the European banking sector and thereby address a number of regulators’ concerns 
linked to the “too-big-to-fail” debate.  In our view, the stabilizing role of the Banking Union will 
operate through three main channels: 

 
- First, based on the so-called “single rule book” and “single supervisory handbook”, the single 

supervisory mechanism (SSM) will lead to a more coherent, convergent and less fragmented 
banking supervision system. Furthermore, the ECB – as central supervisor for all 
Eurozone/SSM banks- will have at its disposal an extensive range of micro- and macro-
prudential tools to control excessive risk-taking behaviours in the banking system and address –
at an early stage- potential bubbles in the economy; 

- Second, once established, the single resolution mechanism will facilitate the development of 
credible, efficient and orderly banking resolution solutions where banking crisis occur. This in 
turn will  limit the risk of EU wide systemic contagions and public bail-outs of failing financial 
institutions; 

- Third, through the creation of the European stability mechanism (ESM), the Banking Union 
will put an end to the toxic relationship that has prevailed so far between banking risk and 
sovereign risk. This, as we know, was a key source of contagion during the crisis; 

Of course, the Banking Union is not fully operational yet. The key priority therefore is to develop a 
realistic and credible plan for its concrete realisation.   
 
 

5) Weak  definitions & impact assessment methodology  
 

In our view, the Commission’s consultation paper and data request raise several methodological 
concerns: 
 

a) Lack of clear definitions & comparability issues: To the extent that the Commission leaves it 
to the respondent to define concepts such as wholesale and investment banking and market-
making activities, it is difficult to outline the exact scope of these activities and provide 
consistent data (even more so on a 2017 horizon).  It also make us wonder how the Commission 
will compare the results it will receive from respondents since these may base their analysis on 
very different definitions of wholesale and investment banking and market-making activities. 

 
b) Non-risk based separation thresholds: The Commission considers four options for defining 

“systemically risky trading activity”.  However, all these options are essentially based on 
accounting definitions which do not reflect the risk dimension of trading activities. This is 
somewhat surprising since the objective of the Commission is primarily to identify (and reduce) 
high-risk trading activities. It would make more sense in our view to use risk-based indicators. 
The Basel 3/CRD3&4 framework constitute the most appropriate reference in this context.  The 
Basel Committee review of the trading portfolio may also provide helpful insight for such 
exercise in the future. 

 
c) Untested scenarios:  By focusing only on two scenarios, the Commission tends to ignore other 

possible – less disruptive and more growth-orientated - approaches to banking reform. In 
particular, we found no detailed reference in the consultation paper to two of the most advanced 
structural reforms currently under debate in Eurozone (and soon to be adopted and 
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implemented5), namely the French and German banking reform laws. This is regrettable in our 
view since the French and German approaches have made an effort to strike a balance between, 
on the one hand, the need to address the “too-big-to-fail” dilemma and, on the other hand, the 
need to support the European economy and to preserve the main benefits of the universal 
banking model, as well as the diversity of the European banking sector. 

 
The Crédit Agricole Group would like to encourage the Commission to consider the main 
features of the French and German banking reform laws in its impact analysis since, combined 
with other prudential reforms, these initiatives address most the main concerns related to the 
“too-big-to fail” dilemma, whilst at the same time supporting the economy and avoiding the 
significant costs and disruptions that a more radical structural reform would entail.  
 
 

6) The issue of subsidiarity 
 

For all the reasons outlined in earlier, we do not see the need for a “one-size-fits-all” EU 
structural banking reform that would come on top of the stringent regulatory measures that 
have already been initiated in Europe over the last five years as a response to the crisis (Basel 
3/CRD4, BRRD, DGS review, EMIR, MiFID 2, Banking Union, ..).  

Banks should be given sufficient time to adapt to the new rules and should not be continuously 
exposed to additional layers of prudential requirements which tend to produce instability, delay 
operational adjustments to new rules and create customer/investor uncertainty.   

Should the Commission, nonetheless, decide to go ahead with a reform of banking structures in 
Europe, this framework should be based on the main principles underlying the French and 
German banking reforms laws.  In particular, EU regulators should consider the following aspects: 

 First, the case for structural reform should be properly justified and be based on a thorough 
macroeconomic analysis of the implications of such reform for the viability of ring-fenced 
trading entities, for the performance of the deposit taking activity and for the financing of the 
European economy at large.  

 Second, any reform proposal should be well-articulated with existing and forthcoming 
prudential reforms (CRR/CRD4 rules, BRR, Basel Committee Trading Book Review, Banking 
Union, MiFID2, …). They should avoid any duplication or conflict with recently adopted 
(and forthcoming) texts; 

 Third, instead of defining risky trading activities on the basis of strict quantitative thresholds, EU 
regulators should try to make a distinction between those market trading activities that  
directly support the financing of the real economy and/or provide useful risk management 
services to clients and those which are not; 

 Market-making operations which contribute to the supply of liquidity to the system and/or 
provide useful hedging services to clients should remain in the main banking entity, while 
being subject to regular control and evaluation; 

 Speculative activities that do not support the economy should be carefully assessed and, if 
necessary, be transferred to a separate entity with appropriate capital and liquidity 
requirements.  

 High frequency trading and speculative trading on agricultural commodity derivatives 
trading should be strictly controlled or even banned if considered too risky or damaging for the 
economy.  
 

Furthermore, these principles would need to be combined with a robust supervisory and recovery and 
resolution regime. As a reminder, under the new French banking reform law, banks will be required to 
draw detailed recovery plans which exclude any support by public authorities or by the resolution and 

                                                 
5 In France, structural separation will be compulsory as from 1st July 2015. 
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deposit guarantee fund.  Furthermore, the French resolution authority has the power –like in the 
BRRD - to request a wider separation of banking activity than considered mandatory if this is deemed 
necessary to ensure an orderly resolution of the banking institution in case of stress, and the 
operational continuity of critical functions.  
 
 

7) Conclusion 
 

 The policy debate on the “too-big-to-fail” dilemma is a legitimate one. However, we do not 
see the need for a more radical European structural banking reform that would come on 
top of all regulatory measures that have already been initiated to address the failures of 
the banking system revealed by the financial crisis. As outlined in earlier contributions – an 
analysis shared by the HLEG - it is not banking structures that caused and amplified the crisis, 
but rather a combination of complex micro- and macroeconomic elements (loose monetary 
policy leading to low interest rates and massive real estate bubbles, excessive risk-taking 
behavior and vulnerable business models (subprime mortgages), excessive reliance on short-
term funding, inadequate capital protection, poor governance, lax supervision in some 
countries, toxic relationship between banking risk and sovereign risk in Europe, …).  
 

 Through the G20 financial reform roadmap, Europe has already engaged in a very stringent set 
of reforms which all aim to address the flaws of the banking system revealed by the financial 
crisis. In our view, these de facto entail an in-depth review of banks’ business models, risk 
management policies and governance structure.  Taking the example of Crédit Agricole, 
these changes are already well under way. Furthermore, combined with the stringent Basel 
3/CRD4 capital and liquidity requirements, the bail-in mechanism and the recovery and 
resolution plans outlined in the BRR directive, will address most of regulators’ concerns 
linked to “too-big-to-fail” dilemma, especially the so-called “implicit subsidy” from 
taxpayers to the banking system.  In our view, the priority now is the proper and coherent 
implementation of the new prudential and resolution framework.  Banks should be given 
sufficient time to adapt to the new rules and should not be continuously exposed to additional 
layers of regulatory requirements which tend to produce instability and customer/investor 
uncertainty.  Equally important is the establishment of the Banking Union which will play 
a key role in further stabilizing the European banking system and European economy as 
a whole. 
 

 Regarding the Commission’s impact assessment study, we believe it is critical that it be 
complemented by a thorough macroeconomic analysis of the broader consequences of 
ring-fencing of trading activities for the European economy.  Indeed, the separation of 
trading entities would challenge the very essence of the universal banking model and, by so 
doing, it would impact not only the trading entity and its direct market environment, but also 
the deposit entity (and its client community) and the economy as a whole.  In this context, it is 
important to emphasize that, in the universal banking model, the deposit and trading 
entities mutually support each other: the trading activity benefits from the support of 
the deposit entity and the latter benefits from cost-efficient financing and hedging 
solutions of the trading entity. However, as a result of separation, the cost of financing of the 
trading entity would increase significantly due to higher capital requirements and related 
rating adjustments. This in turn would lead to an increase in the costs of services (financing, 
hedging, …) delivered by the trading entity to the deposit entity which eventually would be 
transferred to the end-customer. Moreover, there will also be an impact on banks’ capacity to 
finance the economy. Our estimates (Annex I) show that, in the case of the separation 
scenario n° 2 (ring-fencing of the broad trading entity), the separation would result in a 
reduction of available financing for corporates and SMEs of about 45 bn EUR for Crédit 
Agricole S.A.  Any meaningful analysis of structural reform should take these broader 
economic impacts into consideration. 
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 Regarding the Commission’s impact assessment study, we believe it is critical that it be 
complemented by a thorough macroeconomic analysis of the broader consequences of 
ring-fencing of trading activities for the European economy.  As mentioned earlier, the 
separation of trading entities would lead to an increase in the cost of trading services which in 
turn would force European investment banks to review their business model (with a more 
risky business profile), re-price and re-structure in order to maintain their rating and be able to 
compete globally. To the extent that structural separation goes against the very essence of 
universal banking, such readjustment would also have an impact on the deposit banking 
activity (higher financing costs, higher CVA, duplication of operational desks, numerous 
contractual reviews and legal institutional adjustments, etc.) and the financing of the economy 
at large. Any meaningful analysis of structural reform should take these important features 
into consideration. 
 

 Should the Commission decide, nonetheless, to go ahead with its idea of developing an EU-
wide approach to banking structure reform in Europe, this framework should be based on 
the main principles underlying the French and German banking reforms laws. Indeed, 
these two approaches have made an effort to strike a balance between, on the one hand, the 
need to address the “too-big-to-fail” dilemma and, on the other hand, the need to support the 
European economy and to preserve the main benefits of the universal banking model, as well 
as the diversity of the European banking sector. 
 

 More generally speaking, any additional European initiative should take into account the 
diversity of European banking landscape and should consider a broad range of options.  Based 
on this analysis the Commission should decide if any of the proposed measures can be applied 
across the continent, without fragmenting the Single Market for financial services, nor 
hindering the economic recovery or limiting the availability of low cost financing to the real 
European economy. 
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II. Detailed response: 

 

1. Can structural reform of the largest and most complex banking groups address and alleviate 
these problems? Please substantiate your answer. 

 
In theory, structural reform of the largest and most complex banking groups could address some 

of the problems commonly associated to large structures, in particular with respect to size/balance 
sheet expansion, complexity, implicit depositors’ subsidy, interconnectivity and systemic risk.  
However, this analysis is based on a rather simplistic and narrow view of how large banking groups 
operate in practice and tends to largely ignore the actual reasons why some financial groups operate on 
a large and diversified basis in the first place, and what these diversification efforts bring to the 
economy (better risk diversification, cost synergies, improved capital and liquidity allocation, greater 
consumer choice, better risk pricing, cheaper funding and coverage costs,…). It also ignores the 
economic and regulatory environment in which large banking groups operate.  
 
Regarding the Commission’s four key concerns, it is worth underlining the following points: 
 

1) Implicit subsidy:   
 
First of all, it is important in our view to recall that cross-subsidies are both an intrinsic 
feature of all universal banking models and a key dimension of the financing of the 
economy.  The underlying transfers of funds allow banks to better manage their risk and 
allocate capital and liquidity across activities and customer segments in a more efficient 
way. Furthermore, cross-subsidies are not unidirectional. While some links originate 
from the deposit banking entity to the trading entity, others (many in fact) originate 
from the trading entity to support the retail bank’s (plain vanilla) trading operations 
and to facilitate daily treasury transactions.  As long as credit institutions comply with 
all prudential regulations (Basel3/CRR-CRD4, …) and the “no bail-out” principle as put 
forward in the BRRD, such subsidies do not put at risk customers’ deposits, nor the 
financial system.   
 
Second, it is important to make a clear distinction between rating uplift of the trading entity 
achieved through diversification benefits and rating uplift achieved through government 
support (implicit subsidy).  The Commission’s objective should be to eliminate the rating 
uplift which is related to the expected public bail-out of a credit institution in situations 
of stress.  In our view, this objective will be best achieved through the implementation of the 
Banking Recovery and Resolution Directive (BRRD) which – thanks to the introduction of the 
bail-in mechanism – will enable the orderly resolution of banks without resorting to tax-payers 
money. 

 
2) Complexity and interconnectedness:  

 
Large banking groups admittedly present a more complex financial and organizational 
structure than mono-liners. Nonetheless, more complex does not necessarily mean more 
risky. Likewise, simple does not mean less risky.  Indeed, as revealed during the crisis, even 
“simple” business structures which are not involved in market activities can fail (e.g. Northern 
Rock and Spanish regional savings banks). In contrast, universal banks have demonstrated 
their resiliency in time of stress as well as their shock absorption capacity.  In our view, 
complexity is best addressed by proper governance and risk management rules, as well 
as efficient supervision and clear recovery and resolution measures. These aspects are 
already well addressed in the CRR/CRD 4 package, the BRRD and the forthcoming single 
supervision mechanism.  
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Turning to the issue of interconnectedness, we are concerned that structural separation 
would in fact make both the deposit bank and the ring-fenced trading entity more 
interconnected with financial markets than prior to the separation of their activity. 
Indeed, with reduced ability to allocate funding and capital internally due to the large 
exposure limits, both the deposit bank and the trading entity would need to access 
hedging services and raise funding from capital markets. 
  

3) Depositor cross-subsidies:   
 
While we fully agree that trading activities should be prudently funded and capitalized, this 
does not require in our view that they be housed in a separate legal entity. It is important to 
recognize that trading entities are not, in general, funded by insured deposits. In the majority 
of European Member States, banks have a ratio of customer deposits to customer loans of less 
than one.  In other words, this means that they have no excess deposits over and above those 
needed to fund customer lending. Trading activities are much more likely to be funded 
through the wholesale and secured borrowing markets as is a large proportion of the customer 
lending activity. The funding rate that universal banks derive from a variety of funding 
sources allows them to provide funding at the appropriate cost.  

 
4) Excessive risk-taking incentives:  

 
As the HLEG report outlines, it was not trading –nor business structures - that caused the 
financial crisis. Those institutions that failed did so because of vulnerable business models 
(e.g. subprime mortgages), while holding insufficient capital reserves to absorb incurred losses 
and relying excessively on short term funding. Poor governance and lax supervision were also 
major contributors to the crisis.  In this context, the Commission’s proposals for separation of 
significant trading activities would not address these issues. It is also worth noting that the 
majority of the losses experienced during the financial crisis, particularly property exposures, 
were held in the banking books rather than in the trading books.  
 
With regard to risks that stem from perceived systemic risks built in the large financial 
institutions, this issue is already directly addressed through the requirements – by the FSB and 
the CRR/CRD 4 package - that globally systemically important banks (G-SIBs) and 
domestically systemically important banks (D-SIBs) hold a separate capital buffer against this 
risk. 

 
Finally, it is impossible in our view to assess the potential of a structural banking reform 

without assessing in parallel the broader impact such a reform would have on the various parts of the 
banking sector (from both a trading entity and deposit entity perspective), on customers and on the 
financing of the economy at large. As mentioned in the introduction of this paper, any ring-fenced 
trading entity would need to drastically withdraw capacity, re-price, or consolidate, with major 
implications for market liquidity, competition, product and services diversity, clients and systemic 
stability.  To the extent that the separation of banking activity goes against the very essence of 
universal banking, we expect this process to lead to major organizational difficulties (both for 
the trading and the deposit entity) with significant destruction of value within the banking 
group.  This in turn would have important negative consequences for customers (more difficult –
and expensive- access to financing and hedging solutions, reduced consumer choice, …). It would 
also challenge the global and long-term relationship that universal banks maintain with their 
clients. 
 
In this context, we do not believe that a one-size-fits-all structural reform would address the 
problems identified by the Commission.  In our view the Commission’s concerns will be best 
addressed by making sure credit institutions hold sufficient capital, sufficient liquidity and that they 
comply with proper risk management and governance rules as foreseen in the CRR-CRD 4 package 
and the BRRD. Improvements in banking supervision are also key and are currently being addressed 
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through the development of the single supervision mechanism (SSM) and the broader Banking Union 
initiatives.  The implementation of these measures constitutes an urgent priority in our view and 
should remain the focus of regulators and policy-makers.     
 
 
2. Do you consider that an EU proposal in the field of structural reform is needed? What are the 

possible advantages or drawbacks associated with such reforms? Please substantiate your 
answer. 
 

For all the reasons outlined in the previous section, we do not see the need for a “one size fits 
all” EU structural banking reform that would come on top of the stringent regulatory 
measures that have already been initiated in Europe over the last five years as a response to 
the crisis. As explained earlier – an analysis shared by the HLEG - it is not banking structures 
that caused and amplified the crisis, but rather a combination of complex micro- and 
macroeconomic elements (loose monetary policy leading to low interest rates and real estate 
bubbles, excessive risk-taking behavior and vulnerable business models (subprime mortgages),  
excessive reliance on short-term funding, inadequate capital protection, poor governance, lax 
supervision in some countries, toxic relationship between banking risk and sovereign risk in 
Europe, …).  

Furthermore, Europe has already engaged in a very stringent set of reforms which all aim to 
address the flaws of the banking system revealed by the financial crisis. In our view, these 
measures de facto entail an in-depth review of banks’ business models, risk management policies 
and governance structure (as a matter of fact, these changes are already happening in most banks).  
In addition, the bail-in mechanism and the recovery and resolution plans outlined in the BRR 
directive, will address most of regulators’ concerns linked to “too-big-to-fail” dilemma, including 
the implicit subsidy from taxpayers to the banking system.  The priority now is the proper and 
coherent implementation of this new prudential framework.  Banks should be given 
sufficient time to adapt to the new rules and should not be continuously exposed to 
additional layers of prudential requirements which tend to produce instability and 
customer/investor uncertainty.  Equally important is the establishment of the Banking 
Union which will play a key role in further stabilizing the European banking system. 

 

Should the Commission, nonetheless, decide to go ahead with a reform of banking structures  in 
Europe, this framework should be based on the main principles underlying the French and 
German banking reforms laws.  In particular, EU regulators should consider the following 
aspects: 

 Instead of defining risky trading activities on the basis of strict quantitative thresholds, 
regulators should try to make a distinction between those market trading activities that  
directly support the financing of the real economy and/or provide useful risk management 
services to clients and those which are not; 

 Market-making operations which contribute to the supply of liquidity to the system and/or 
provide useful hedging services to clients should remain in the main banking entity, while 
being subject to regular control and evaluation; 

 Speculative activities that do not support the economy should be carefully assessed and, if 
necessary, be transferred to a separate entity with appropriate capital and liquidity 
requirements.  

 High frequency trading and speculative trading on agricultural commodity derivatives 
trading should be strictly controlled or even banned if considered too risky and damaging 
for the economy.  

 
Furthermore, these principles would need to be combined with a robust supervisory and 
recovery and resolution regime. As a reminder, under the new French banking reform law 
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(which will be adopted this summer), banks are required to draw detailed recovery plans which 
exclude any support by public authorities or by the resolution and deposit guarantee fund.  
Furthermore, the French resolution authority has the power –like in the BRRD - to request a 
wider separation of banking activity than considered mandatory if this is deemed necessary to 
ensure an orderly resolution of the banking institution in case of serious stress, as well as the 
operational continuity of critical functions.  
 
 

3. Which of the four definitions is the best indicator to identify systemically risky trading 
activities? If none of the above, please propose an alternative indicator. 

In its response to the HLEG report consultation, Crédit Agricole had already pointed out to the 
problem of including the AFS portfolio in the separation thresholds as this portfolio contains 
primarily low risk assets used, for example, to comply with liquidity requirements. Thus, the so-
called “HLEG definition” that rests on the inclusion of AFS is clearly not appropriate to identify 
systemically trading activities.   
 
More generally speaking, we believe that none of the four definitions6 proposed by the 
Commission are appropriate to identify “systemically risky trading activities”. The main reason 
for this, is that these options are essentially based on accounting definitions which do not 
adequately reflect the risk dimension of trading activities.  Since the objective of the 
Commission is primarily to identify (and reduce) high-risk trading activities, it would make 
more sense in our view to use risk-based indicators. The Basel 3/CRD3&4 framework 
constitute the most appropriate reference in this context.  The Basel Committee review of the 
trading portfolio may also provide helpful insight for such exercise in the future. 

 
On a more fundamental point –and as already outlined in our answer to Question 2 - we believe 
that the Commission could consider a different approach when considering the control of risky 
trading activities.  For example, instead of considering non-risk based quantitative thresholds, it 
could first try to distinguish between those trading activities that directly support the financing of 
the real economy and/or provide useful risk management services to clients, from those which are 
not. Based on this analysis, it could then develop recommendations whereby only those activities 
that are highly speculative or based on excessive leverage should be subject to some form of ring-
fencing. The other trading activities – such as market-making- should be maintained in the main 
banking entity to the extent that they provide liquidity to the market and offer useful hedging 
services to clients, both retail and corporate.  They should also be subject to regular control and 
evaluation. 
 
This is the approach that has been used in the French banking reform law. It is worth underlining 
that in order to avoid any excessive risk-taking behavior in the system, the French Ministry of 
Finance will also have the power to define a threshold (applicable to a single financial institutions 
or to all of them) beyond which market-making activities could also be transferred to a separate 
entity.   
 

4. Which of the approaches outlines above is the most appropriate? Are there any alternative 
approaches? Please substantiate your answer. 

 
The HLEG report recommends a two-step process in which the supervisor determines the need 
for separation based on a non-risk based quantitative threshold to be calibrated by the 

                                                 
6 For reference: the Commission considers the following options for defining trading activity: (i) using the HLEG definition 
(Assets held for Trading and available for Sale – ASF), (ii) a more narrow definition that excludes ASF as mostly composed 
of securities held for liquidity purpose, (iii) a definition focused on the gross volume of trading activity, which is likely to 
focus on proprietary traders and market-makers, (iv) a definition focused on net volumes. 
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Commission. The Commission’s consultation paper envisages three main options for the final 
separation decision: 
 

1) ex-post separation subject to constrained discretion by the supervisor: under this 
approach, the activities to be separated and the form such a separation would take would 
be stipulated in EU legislation, but the actual separation decision would be left to the 
supervisor. 

2)  ex-ante separation subject to evaluation by the supervisor: in this case, banks above the 
examination threshold would in principle be subject to separation, but there would still be 
discretion by the supervisor in order to determine whether the institutional scope is 
correct. This approach would allow the supervisor to exempt banks from separation or 
subject additional banks to separation. 

3) ex-ante separation: under this approach, the separation thresholds become immediately 
applicable if a bank’s trading activity reaches the defined thresholds. 

 

Should the Commission go ahead with the idea of separating/ring-fencing banking activities - 
which again, we do not recommend – Crédit Agricole would favor option 1, the ex-post 
separation subject to constrained discretion by the supervisor.  Indeed, through this approach, 
supervisors are in a better position to take fully into consideration the risk profile of individual 
banks. However, it should not be left entirely up to the supervisors’ discretion to decide when to 
take action. A set of triggers indicating at what point the bank is no longer capable of handling the 
risks linked to its trading activities should be developed. 
  
It is worth noting that such an approach is already foreseen in the European banking recovery and 
resolution directive (BRRD). Indeed, the chapter on European financial institution resolution 
plans provide that if the resolution authority, after reviewing an entity’s resolution plan and 
requesting adjustments, deems that an institution does not meet the criteria for an orderly break-
up in the event of a crisis, it can mandate adjustments to its structure. 

 

5. What are the costs and benefits of separating market-making and/or underwriting activities? 
Could some of these activities be included in, or exempt from, a separation requirement? If so, 
which and on what basis?  

In our view, separating market-making and/or underwriting activities would significantly 
reduce the capacity of banks to finance the economy and therefore are not desirable –nor 
beneficial- neither from the systemic safety, nor from the economic perspective. 

Banks have a variety of relationships with their clients who want to make trades and for which 
market-making is a key source of liquidity. Acting as a market-maker is also a natural follow-on 
activity for which ever banks underwrote the issuance.  

In addition, the debt and equity issuers typically expect that the dealer bank provides ongoing 
secondary market liquidity in their new issue and therefore we do not believe that underwriting 
and secondary markets can be provided by different entities. Moreover, to provide these services 
–and mitigate the risks involved- to larger corporates and governments, economies of scale are 
needed. 

Also worth noting, if funding and capital available for market-marking activities in banks is 
significantly reduced through structural restrictions, secondary market liquidity provision will be 
more restricted to hedge fund type proprietary business. The evidence suggests that these entities 
provide plenty of liquidity during good times, but this liquidity may evaporate quickly during 
market stress periods. A reduction in available liquidity to the relevant market would affect the 
ability of issuers to access financing, and specifically small and medium enterprises. 

At last, we would like to highlight that market-making and pure proprietary trading activities 
are distinct. Through	the	provision	of	 liquidity	on	client	demand,	market‐making	plays	an	
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important	 role	 in	 helping	 to	manage	 risk	 across	 the	 financial	 system.	 It	 is	 a	 vital	 activity	
which	supports	the	real	economy.	On	the	contrary,	proprietary	activities	are	not	customer‐
oriented.		

Moreover,	 market‐making	 activities	 present	 some	 specific	 characteristics:	 for	 example	 a	
market‐making	 activity	 would	 provide	 bid/offer	 quotes	 (versus	 price	 taker),	 deal	 on	 a	
regular	basis,	have	many	positions	with	a	high	turnover,	etc.		The	regulator	could	assess,	on	
the	 basis	 of	 such	 criteria,	 where	 the	 boundary	 stands	 between	 proprietary	 trading	 and	
market‐making	activities.	

 

6. Should deposit banks be allowed to directly provide risk management services to clients? If so, 
should any (which) additional safeguards/limits be considered? 

 
Yes. Risk management services (e.g. hedging derivatives, forex deals, interest rate swaps, …) are 
a key service to bank’s clients (retail, SMEs, corporates). Deposit banks should be able to directly 
provide these services without having to resort to a specialized ring-fenced trading entity.  To 
avoid any problems of miss-selling, it is critical that the delivery of risk management services to 
client be based on well-defined risk management practices, proper governance rules and adequate 
supervision. In our view, the CRR/CRD 4 package, BRRD, MiFID 2 and the new European 
supervisory framework already address these issues thoroughly. 
 

7. As regards the legal dimension of functional separation, what are the costs and benefits of 
regulating intra-group ownership structures? 

Please see our response to question n°9. 

 

8. What are the relevant economic links and associated risks between intra-group entities? 

For a cooperative group such as Crédit Agricole, one of the main economic relationships to 
consider is the one that links the central body to cooperative Regional Banks. 

As a reminder: 

Crédit Agricole is a cooperative group that operates on the basis of a dual structure:  

(i) A cooperative bank: 2,533 local banks form the bedrock of the Group and hold the bulk of the 
capital of Crédit Agricole’s 39 Regional Banks which are independent fully-fledged banks. 
These regional banks own the holding SAS Rue la Boétie which holds a majority stake 
(56,3%) in Crédit Agricole s.a.  
 

(ii) A universal customer-focused commercial bank: Crédit Agricole SA (CASA), is listed on the 
stock exchange since 2001.  It is the lead institution of the Group and its central bank. It is also 
the central body of regional banks. Crédit Agricole SA ensures the financial unity of the group 
(solvability, liquidity) and the coherence of its financial and economic development. It designs 
the products and services offered by its retail networks to customers. It is responsible for 
subsidiaries of the group in France and on the international stage. Credit Agricole S.A. holds 
25% of the Regional Banks’ capital.   
 

Within this framework, Crédit Agricole S.A., provides - through its corporate investment bank 
(CA-CIB) - a number of key financing and investment solutions to the group’s Regional 
Banks’s and their clients. Individually, the regional banks are too small to carry out these 
activities. In this context, a functional separation of banking activities or economic separation 
where intra-group transactions would be on third party/commercial terms - would affect the 
very fundamentals of Crédit Agricole’s group cooperative business model.  
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Currently, CA-CIB is a subsidiary of Group Crédit Agricole S.A which in turn is owned 
by the Regional Banks (56%).  Should trading banking activities be separated from the 
deposit entity on the basis of the hypotheses of the two scenarios proposed by the 
Commission, this would raise a major problem since the trading entity could not be a 
subsidiary of the retail banking activity anymore. This would force our regional banks to 
abandon the majority of Credit Agricole SA’ capital and modify the status of the 
Corporate and Investment bank (CA-CIB) which would require important modifications 
of the law, all these changes being contrary to the cooperative status.  In a cooperative, 
shareholders own the majority of their cooperative.  As a general rule, any structural 
reform should refrain from interfering in a bank’s governance model.  
 
Other intragroup links and associated risks include: (i) Loans and funding relations; (ii) 
Guarantees; and (ii) Reputation risk as more entities deal under one name/trade mark. 
 

More generally speaking, it is worth noting that the economic benefits of an integrated 
business model is that client transactions can be managed across the legal entity structures 
and resources can be deployed to best facilitate a cost efficient transaction for the bank’s 
clients. The integrated model also allows for more centralized control over activities in the 
legal entity level and application of group-wide standards.  If structural separation is applied 
as proposed (i.e. with segregated management, corporate governance and finances), most of 
these benefits will be lost, with a damaging impact on customer service. 

 
On a separate issue, it is important to note that Crédit Agricole’s investment bank, CA-CIB, 
has recently become a full subsidiary of Crédit Agricole S.A. group. In this context, any 
separation requirement would force CA-CIB to create a new subsidiary to host its ring-fenced 
trading activities. However, this in turn would require a reform of the French Code Monétaire 
et Financier which would imply both a complex and lengthy legal process. 

 

9. As regards full ownership separation, what are the associated costs and benefits? 

Based on the hypotheses outlined in the Commission’s data request, Crédit Agricole has assessed 
the main impacts of the two separation scenarios proposed by the Commission: 

- Scenario 1: legal separation of certain trading activities from deposit taking activities 
within a banking group. Separated activities include: (i) proprietary trading, (ii) exposures 
to venture capital, private equity and hedge funds, (iii) market-making activities. 

- Scenario 2: legal separation of “all investment banking activity” from deposit taking 
activities within a banking group7. 

Three main types of impacts were considered: 1) impact on the trading entity; 2) impact on the 
deposit activity and its client community; 3) impact on the broader economic environment 
(financing of the economy).  

Please see our detailed analysis in the attached annex.  The latter provides a summary of our main 
and most relevant analytical and quantitative findings. 

 

The main conclusions of our analysis are summarized below: 

  

                                                 
7 Crédit Agricole includes in the definition of “all investment banking activity” commercial, hedging and market-making 
operations for: forex based operations, interest rate derivatives, primary bond market operations, secondary bond market 
operations, treasury/transaction banking, strategic equity transactions, securitization (ABCP & ABS), project financing, 
derivative clearing). 
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1) Impact on the ring-fenced trading entity: 

 
Generally speaking, no matter which separation scenario is considered (medium or broad 
entity separation), the trading activity would face significant challenges in case of a ring-
fencing/separation scenario. Its own viability could be at stake with broader negative 
consequences for the financing of the European economy. The challenges include: 
 
 Rating downgrades leading to increased funding costs: The separation of banking 

activity would imply the end of any type of support to the trading entity. This in turn 
would result in a rating downgrade of several notches which would increase the 
trading entity’s funding costs and collateral requirements from its counterparts.  
According to our analysis, Crédit Agricole’s investment bank, CA-CIB, would 
become non-investment grade under the separation scenario n°2 and deeply non-
investment grade under the separation scenario n°1. Paradoxically, to remain viable, 
the trading entity would need to review its business model and adopt a more risky 
business profile. 
 

 Increased capital requirements, reduced capacity to lend, lower returns & loss of 
competitiveness: To maintain their ratings and compete globally, the trading entity 
would need to raise standalone capital well beyond the levels required by Basel3/CRD 
4 rules.  However, this would have a number of severe consequences: 

 
- First, it would reduce capital available for other client activities, in a context 

where bank lending is already subdued. This would be particularly damaging 
for SMEs and corporates. Our findings show that, in the case of scenario n°2 
(broad trading entity), the decrease in available financing for the sole 
Crédit Agricole S.A. would reach to 45 bn EUR. 
 

- Second, it would lead to a significant decrease in return on equity at a time 
when return on equity in European trading entity is already low (and where 
investors are hesitant towards the European banking market). In the case of 
CA-CIB, the RoE would become nil in the first separation scenario 
(medium trading entity) or negative in the second separation scenario 
(broad trading entity). 

 
- Third, the process of capital increase would inevitably put pressure on trading 

costs (funding costs, hedging cost, …). According to our estimates, long-term 
financing costs would increase sharply in the case of separation scenario 
n°2.  
 
 As a consequence, mid-size European trading activities operating within 
universal banks would find themselves at a competitive disadvantage 
compared to bigger players. Indeed, most of new entities would not have the 
scale and scope required to provide cost-efficient services on a stand-alone 
basis. As a matter of fact, this process may even lead some European trading 
entities to simply exit the market, paving the way for an oligopolistic type of 
market consolidation in the investment banking sector, mainly to the benefit of 
large non-EU investment banks (US banks in particular). 
 
In addition, it is worth noting that European capital markets are far less deep 
and liquid than US capital markets, which partly explains the more limited size 
of European universal banks’ capital market activities and the challenges they 
face in terms of competition. 
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 Massive operational and organizational impacts: the separation of banking 
activities would give rise to substantial one-off costs as well as on-going 
operational costs associated with duplicated infrastructure and the loss of major 
benefits linked to the mutualisation of banking services. Part of these costs would 
inevitably be passed on to the customers.  The most important impacts we foresee 
include the following: 
 

- Legal/contractual adjustments: The separation of banking activities would 
require the setup of a new (or re-shaped) legal entity as well as a major transfer 
of contracts between the ring-fenced trading entity and the retail banking entity. 
Furthermore, counterparties are likely to request a renegotiation of all relevant 
contractual clauses since risk parameters of the new trading entity are expected 
to change. 

- Duplication of operations: As a result of ring-fencing/separation, a number of 
operational platforms that were previously shared within the universal bank 
framework would need to be duplicated, for example: treasury, IT platforms, 
payment systems, etc. 

- New governance arrangements: Since the retail banking activity and the 
trading entity must have independent boards and risk management, the 
separation of activities would lead to major adjustments in the governance 
structure of both entities. 

- Staff reorganisation: ring-fencing/separation would require a major review of 
job allocation within the bank (and contracts) with a number of social 
consequences. 

 
 

2) Impact on the retail banking entity: 
 
In addition to all the financial, operational and organizational impacts mentioned above, 
we expect the ring-fencing/separation of banking activities to affect the retail banking 
entity as follows: 
 
As a result of the increase in the cost of services delivered by the trading entity (due to 
higher capital requirements and rating adjustments), the retail entity would face higher 
costs for various services: 

- Substantial increase in CVA costs (these would be multiplied by 4 or 5 for 
Credit Agricole S.A.); 

- Substantial cost increase related to the duplication of previously shared 
platforms (Treasure, IT, payments, …). 
 

In addition, the retail entity would have to adapt its own services:  
- Substantial reduction in the capacity to offer non-collateralized hedging 

solutions to SMEs and corporate clients; 
- Necessity to find other counterparties for hedging operations, since the exposure 

of the retail bank to the ring-fenced entity will be limited by the “large 
exposure” rule; 

- Necessity to carefully review partnership agreements with the trading entity to 
maintain the supply of des-intermediated financing solutions (this is key since 
otherwise, corporate clients may leave the bank). 

 
All in all, the retail banking entity would lose out in terms of service-efficiency (especially 
with regard to SME and corporate client demands), cost-efficiency, commercial activity 
and overall financial performance. 
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3) Impact on the client community: 
 
Universal or integrated banking and market services –as practiced by the Credit Agricole 
group-  enable clients (retail, SMEs, corporates) to access a wide range of high quality 
financial services under one umbrella and at competitive prices (thanks to economies of 
scale, cost synergies and market competition). This “one stop shop” banking model is not 
“imposed” by banks. It is a response to the needs and requirements of millions of clients. 
Indeed, thanks to their provision of “in-house” capital market services and their granular 
knowledge of their customer base, universal banks can rapidly and efficiently follow-up 
on their client needs in terms of cash management products, commercial paper, project 
finance, infrastructure finance, trade finance, M&As, back-up credit lines, currency, 
interest rate products, etc. 
 
In this context, the proposed separation scenarios would break this universal banking 
model by introducing a boundary that will necessarily: 

- reduce the efficiency of bank’s capital and liquidity allocation; 
- limit the supply of efficient risk management services (hedging operations would 

be split between the two separate entities); 
- reduce consumer choice (since some financial and investment products and 

services would become more difficult to access; 
- seriously challenge the critical synergies that can be achieved through pricing 

based on a universal and mutualized banking model and a global client 
relationship.  
 

The overall impact will be a material shift towards transaction-based pricing of client 
activity, which in turn will lead to a significant increase in the costs of capital markets 
services, especially for small businesses and transactions for whom such costs may 
actually become prohibitive. Customers may further be affected by a reduction in 
product and service diversity since access to financial services will be more difficult 
and costly. 
 
Finally, the separation of banking activities would disrupt the long-term and global 
relationship universal banks maintain with their clients. In a context of weak 
economic activity and major uncertainty, this would be particularly damaging from both a 
banking and client perspective, since confidence and trust are key to banks’ lending 
activity. 

   
4) Impact on the overall economy: 

 
To the extent that ring-fencing/separation goes against the very essence of the universal 
banking model, we expect any ring-fencing/separation process to lead to a major 
destruction of value in the banking system and a significant reduction in banks’ capacity to 
finance the European economy in a rapid and cost-efficient way.  The impact on SME and 
corporate financing is of particular concern.  Indeed, until the financing gap is filled by 
firms that can provide the services with structural and capital efficiency, there could be 
damage to the real economy as business that depend on bank financing or require a service 
provider to access the financial markets may not be able to finance their activities. 

 

10. Does the above matrix capture a sufficiently broad range of structural reform options? 

No. The matrix should not in our view be limited to separation scenarios, but consider all possible 
policy options. As a minimum, a baseline option of ‘no separation’ should be also included. 
Likewise, the Commission’s matrix should include a risk-sensitive conditional separation 
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scenario -such as recommended by the IMF- based on firm specific RRD plans that targets risky 
operating models that do not provide sufficient evidence of resolvability.  

In addition, we are concerned that the Commission’s impact analysis only considers two out of 
the nine separation scenarios outlined in the consultation paper, namely a) the Liikanen avenue 
and b) a broader separation of all “wholesale and investment banking” activities, where  the 
definition of “wholesale and investment banking” activities is left open to interpretation by 
stakeholders and therefore leads the way to very diverging interpretations which in turn will make 
results very difficult to compare.  

By focusing only on two scenarios, the Commission tends to undermine other possible – less 
disruptive and more growth-orientated - approaches to banking reform.  In particular, we found 
no detailed reference in the consultation paper to two of the most advanced structural reforms 
currently under debate in Eurozone (and soon to be adopted and implemented8), namely the 
French and German banking reform laws. This is regrettable in our view since the French and 
German approaches have made considerable efforts to strike a balance between, on the one hand, 
the need to secure financial stability by addressing the “too-big-to-fail” dilemma and, on the 
other hand, the need to support the recovery of the European economy. Furthermore, the French 
and German approaches have tried to preserve the main benefits of the universal banking model 
(which has proved to be globally resilient throughout the financial crisis) and the diversity of the 
European banking system.   

The Credit Agricole Group would like to encourage the Commission to consider the French 
and German approaches in its impact analysis since, combined with other prudential 
reforms, these initiatives address the main concerns related to the “too-big-to fail” debate, 
whilst at the same time avoiding the significant costs and disruptions that a more radical 
structural reform would entail.  

 

11. Which option best addresses the problems identified? Please substantiate your answer. 

In our view, none of the options outlined in the matrix adequately address the Commission’s 
concerns with regard to large banking groups.  Rather, we believe that a more flexible framework 
that promotes good supervision and clearly defined mandated powers to demand structural 
changes where necessary (e.g. the French and German banking reform laws and the RRD 
proposal) would provide for the right level of harmony while also accommodating the need to 
support the economy and to preserve the diversity of the European banking sector. This approach 
is also less intrusive and does not hamper the provision of essential banking services to customers 
(including consumer choice) which are key to restore economic growth in the region. 

We are also very concerned by several unintended consequences that a “one-size-fits-all” 
structural reform may lead to, in particular: 

 it will transfer activities into the unregulated/shadow banking sector; 
 It will undermine cross-border banking activity (structural separation will limit banks to 

provide international banking services and reduce the efficiency of capital and funding 
allocation within regionally and globally active banking groups); and 

 It will complicate cross-border resolution plans as resolution strategies become more complex 
to design and implement for globally operating banks. This is also true if we take the 
cooperative dimension of some large banking groups such as Credit Agricole. 

We therefore recommend the Commission to carefully assess the costs and incremental 
systemic benefits before making any proposals for mandatory structural reform. This is 
particularly important given the current context of weak economic growth and still hesitant 
European bank lending. 

                                                 
8 In France, structural separation will be compulsory as from 1st July 2015. 
 


