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The European Association of Corporate Treasurers (EACT) 

The EACT is a grouping of national associations representing treasury and finance 
professionals in 18 countries of the European Union. We bring together about 12,000 
members representing 6,500 groups/companies located in the EU. We comment to 
the European authorities, national governments, regulators and standard-setters on 
issues faced by treasury and finance professionals across Europe. 

We seek to encourage the profession of treasury, corporate finance and risk 
management, promoting the value of treasury skills through best practice and 
education. 

Our contact details are provided on the final page of this document. 

This document is on the record and may be freely quoted or reproduced with 
acknowledgement. 

 

1 – Introductory comment 

The EACT appreciates the opportunity to respond to the European Commission 
public consultation on reforming the structure of the EU banking sector. The EACT 
supports a stable financial sector that serves the real economy by providing the 
services needed by corporates in order to conduct their business. As a result of the 
financial crisis, an unprecedented overhaul of the financial system has been and is 
still being carried out. Whereas many of these measures are necessary in order to 
stabilise the financial system, it is becoming increasingly clear that some of these 
measures have an impact on the real economy as the end-users of financial 
services. The EACT recognises that this overhaul is largely a result of decisions of 
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the G20 and other international bodies and fully supports the efforts of the EU to 
play its part in regulatory change. 
 
In parallel and as a direct result of the financial crisis and of this overhaul credit 
conditions remain tight, access to bank finance is still difficult and corporates are 
faced with new compliance and reporting obligations. This all acts as a brake on 
economic recovery and adds cost for European companies already struggling in 
the current economic context. 
 
The EACT therefore broadly favours an approach that seeks to finalise the current 
initiatives in the area of financial services legislation, followed by a proper 
assessment of the initiatives’ impact on economic activity. An orderly approach 
could then follow to the introduction of legislative measures to reform the 
structure of the banking sector. 
 
However as noted in our response below to Question 2 the EACT expresses it 
support for action that, taken together with the other proposals under discussion, 
properly address the issue of ‘Too-Big-To-Fail’. We consider this issue to be of 
overriding importance to economic and financial stability, and therefore one on 
which legislative attention should be focused. 

 

2 – Responses to specific questions 

 

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.  

 
We believe that any legislative action in this area should be postponed until other 
important financial legislative measures are implemented and their impact on the 
economy can be properly evaluated. The European Union now has legislation in 
place for banking capital and liquidity requirements, is soon expected to finalise 
the Directive on Bank Recovery and Resolution and has proposed further 
measures for a Single Resolution Mechanism. It must be the hope and expectation 
that these legislative measures will ensure respectively that banks are properly 
capitalised and that banks can fail and will be resolved in a predictable and orderly 
manner instead of being bailed-out from public funds. 

The measures referred to above, together with other actions and the improved 
transparency with regard to the management of banks and their risk-taking, 
should help ensure that banks behave in a more responsible way. The legislator 
should now concentrate on finalisation and effective implementation before 
proposing new measures. If after this it is demonstrated that there are problem 
areas in the EU banking sector which can most appropriately be dealt with by a 
separation of certain activities, then a legal measure on banking structure should 
be considered. We would also hope that to the extent individual Member States 
take action themselves to address banking structural reform, these national 
initiatives would be covered by this eventual legislative measure.  
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Furthermore, we would expect that in any eventual legislative proposal corporate 
treasury centres (often loosely described as ‘in-house banks’) would not be 
included in the scope and definition of a bank; this principle has not always been 
observed, for instance in the financial transaction tax (FTT) proposal. Such an 
approach fails to recognise that these treasury centres are not ‘banks’ but part of a 
centralised treasury management process that increases efficiency and reduces 
risk. 

Many of the recent financial services regulation, such as CRD IV- CRR and EMIR, 
have a major impact on non-financial counterparties in terms at least of cost of and 
access to funding. Any further measures seeking to reshape the banking structure 
in Europe would not be welcome at this stage and should be re-considered at a 
later stage. Implementing such measures now might risk further unforeseen and 
unintended consequences for the real economy users of financial services.  

 
 
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?  

 

 
European corporates’ fundamental requirement of their banks is that they are 
strong and stable. Whilst always seeking a competitive marketplace in which in 
which to do business with banks, it is inherently attractive to have at least the 
option of working with banks that provide the fullest possible range of activities. 
These activities can range across: short-term business (such as working capital 
finance and deposit-taking); risk management services (allowing corporates to 
mitigate their underlying business and financial risks); longer-term business (such 
as provision of debt finance and assistance with access to other markets); and 
advisory services across the whole range of financial management where banking 
expertise and infrastructure can enable companies to invest and grow. 

Given the plethora of ways in which a bank can work with a company it is 
inherently difficult to argue, from the perspective of the real economy, that there 
would be major benefits from legislatively imposed separation of certain activities 
within a bank. On the contrary there are evident benefits from institutional size, 
provided that the management process is prudent, based on sound controls and 
effectively monitored by stakeholders. We agree that the benefit claimed for 
market-making (and of course high frequency trading) – that it increases 
market liquidity - is not always valid. But we want to stress, as the customers of 
the banks, that we consider a bank can usually play a stronger intermediation and 
advisory role where its activities include relevant market-making. 
This has a value to the wider economy and should not be discounted in an over-
zealous approach to restricting bank size. 

We would therefore not favour the separation of market-making into a different 
legal entity; such market-making is for instance vital for offering immediate 
liquidity in corporate bond issuance. Separation would increase the cost of capital 
market funding for corporates, a highly undesirable effect given the contracting 
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bank lending and also in view of the wish of the legislator to increase capital 
market funding of companies (stated for instance in the Green Paper on long-term 
financing of the European economy).  
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