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VORWORT DES VORSITZENDEN 

Im Februar 2012 setzte Kommissionsmitglied Michel Barnier eine hochrangige Expertengruppe für 
Strukturreformen im Bankensektor ein. Wir sollten bewerten, ob zusätzliche, direkt auf die Struktur 
einzelner Banken gerichtete Reformen die Wahrscheinlichkeit eines Bankausfalls verringern und die 
Folgen eines solchen Ausfalls abschwächen würden, und ob sie die Aufrechterhaltung der für die 
Wirtschaft vitalen Funktionen bei einem Ausfall gewährleisten und anfällige Privatkunden besser 
schützen würden. 

Wir haben Anhörungen mit zahlreichen Interessengruppen veranstaltet, von Anbietern von 
Finanzdienstleistungen, über Nutzer solcher Leistungen, Bankinvestoren, und politischen 
Entscheidungsträgern bis zu Wissenschaft und Lehre. Darüber hinaus hat die Gruppe eine öffentliche 
Konsultation der Interessengruppen durchgeführt, deren Antworten ebenfalls mit diesem Bericht 
veröffentlicht werden. 

Unsere Bewertung des europäischen Bankensektors hat ergeben, dass in der Finanzkrise kein 
bestimmtes Geschäftsmodell besonders gut oder besonders schlecht abgeschnitten hat. Stattdessen 
hat die Analyse gezeigt, dass im Vorfeld der Finanzkrise ς oftmals durch Handel mit hochkomplexen 
Instrumenten oder durch Immobilienkredite ς zu hohe Risiken eingegangen wurden und in zu hohem 
Maße auf kurzfristige Finanzierungen gesetzt wurde. Den eingegangenen Risiken stand keine 
angemessene Eigenkapitalausstattung gegenüber, und starke Verknüpfungen zwischen den 
Finanzinstituten führten zu hohen Systemrisiken. 

Um diesen und anderen Schwächen, die die Stabilität des Finanzsystems gefährden, 
entgegenzuwirken, sind bereits eine Reihe von Reformen auf den Weg gebracht worden. Diese noch 
laufenden Reformen hat die Gruppe auf ihre Wirksamkeit überprüft und ihr Augenmerk dabei 
besonders auf die Eigenkapital- und Liquiditätsanforderungen sowie auf die Reformen im Bereich 
Sanierung und Abwicklung gerichtet. 

Strengere Eigenkapitalanforderungen werden die Widerstandsfähigkeit der Banken erhöhen. Die 
Anwendung der neuen Eigenkapitalverordnung und ςrichtlinie (CRR/CRD IV) wird in dieser Hinsicht 
eine erhebliche Verbesserung bewirken. Im Hinblick auf ihr Mandat erwartet die Gruppe ferner, dass 
die derzeit vom Basler Ausschuss durchgeführte grundlegende Überarbeitung der 
Handelsbuchvorschriften die Steuerung des Marktrisikos innerhalb des Bankensystems verbessert.  

Die von der Kommission vorgeschlagene Richtlinie zur Sanierung und Abwicklung von Banken stellt in 
den Augen der Gruppe ein zentrales Element der künftigen Regulierungsstruktur dar. Mit diesem 
Vorschlag ist das Ziel, dass eine Bank unabhängig von ihrer Größe und Systemrelevanz so 
umstrukturiert und saniert oder abgewickelt werden kann, dass sich die Haftung der Steuerzahler für 
ihre Verluste in Grenzen hält, ein beachtliches Stück näher gerückt. 

Darüber hinaus hatte die Gruppe den Bedarf an weiteren Strukturreformen zu bewerten. Mit 
zunehmendem Fortschritt ihrer Arbeit hat die Gruppe zwei Reformansätze eingehender untersucht. 
Nach dem ersten Ansatz wurde ausgehend von der wichtigen Rolle von Sanierungs- und 
Abwicklungsplänen die Entscheidung über eine mögliche Abtrennung von Bankgeschäften von der 
Bewertung dieser Pläne abhängig gemacht; auch eine Verschärfung der Eigenkapitalanforderungen 
wurde dabei vorgeschlagen. Die zweite bestand in der obligatorischen Abtrennung von Eigenhandel 
und anderen risikoreichen Geschäftsbereichen.  

Beide Reformansätze werden in dem Bericht vorgestellt. Das Für und Wider beider Möglichkeiten 
wurde eingehend von der Gruppe bewertet Auch hinlänglich bekannte Ereignisse im Bankensektor, 
zu denen es während der Arbeiten der Gruppe gekommen ist, hatten einen Einfluss. 

Die Schlussfolgerung der Gruppe lautet, dass für Bankengruppen eine rechtliche Trennung 
bestimmter besonders risikoreicher Finanzgeschäfte vom Einlagengeschäft vorgeschrieben werden 
sollte.  
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Eine solche Trennung verfolgt in erster Linie das Ziel, Bankengruppen, und hier vornehmlich deren 
gesellschaftlich relevanteste Sparten (hauptsächlich das Einlagengeschäft und die Erbringung von 
Finanzdienstleistungen für die Nicht-Finanz-Sektoren der Wirtschaft), sicherer zu machen und in 
stärkerem Maße von Handelstätigkeiten mit hohem Risiko abzukoppeln und die implizite oder 
explizite Beteiligung der Steuerzahler an den Handelssparten von Bankengruppen zu begrenzen. Die 
von der Gruppe empfohlene Trennung betrifft die als risikoreichste Teile der Handelstätigkeiten 
angesehenen Geschäfte, bei denen sich Risikopositionen außerordentlich schnell ändern können. 

Die Abspaltung dieser Tätigkeiten in gesonderte juristische Personen innerhalb einer Gruppe ist der 
direkteste Weg, der Komplexität von Banken und ihrer Verknüpfung untereinander 
entgegenzuwirken. Da eine solche Abtrennung die Struktur von Bankengruppen vereinfachen und 
deren Transparenz erhöhen würde, würde sie auch die Marktdisziplin und die Beaufsichtigung sowie 
in letzter Instanz die Sanierung und Abwicklung erleichtern.  

Bei den Diskussionen innerhalb der Gruppe sprachen sich einige Mitglieder für eine Kombination 
dieser Maßnahmen aus: sie plädierten dafür, einen nicht risikogewichteten Kapitalpuffer für 
Handelstätigkeiten vorzuschreiben und die Abtrennung bestimmter Tätigkeiten von der 
Genehmigung eines Sanierungs- und Abwicklungsplans durch die Aufsichtsbehörden abhängig zu 
machen, anstatt grundsätzlich eine Trennung von Bankgeschäften vorzuschreiben. 

Aus Gründen der Transparenz werden in diesem Bericht die beiden grundlegenden Reformansätze 
samt ihrer Begründung dargelegt. Beschlossen wurde allerdings, die obligatorische Abtrennung 
bestimmter Handelstätigkeiten zu empfehlen. Darüber hinaus enthält der Bericht noch weitere 
Empfehlungen, die beispielsweise den Einsatz bestiƳƳǘŜǊ α.ŀƛƭ-ƛƴά-Instrumente, die 
Eigenkapitalanforderungen für Immobilienkredite, die Kohärenz bankinterner Risikomodelle und die 
solide Corporate Governance betreffen. 

Die Gruppe legt Kommissionsmitglied Michel Barnier hiermit ihren Bericht vor. Wir sind uns voll und 
ganz darüber im Klaren, dass der Kommission damit eine große Verantwortung übertragen wird. Die 
Kommission muss nun den Bericht bewerten, die Interessengruppen angemessen konsultieren und 
letztlich entscheiden, ob sie ausgehend von den Empfehlungen unserer Gruppe Vorschläge vorlegen 
will. Solche Vorschläge würden der Kommissionspraxis entsprechend eine Folgenabschätzung 
erfordern. 

Die Gruppe wurde von einem kompetenten Sekretariat der Kommissionsdienststellen unterstützt, für 
dessen Hilfe wir uns bedanken. 

 

Erkki Liikanen  

Vorsitzender der hochrangigen Expertengruppe 
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ZUSAMMENFASSUNG DES VORSCHLAGS 

Die hochrangige Expertengruppe sollte überprüfen, ob der EU-Bankensektor Strukturreformen 
benötigt, und gegebenenfalls zweckdienliche Vorschläge vorlegen mit dem Ziel, ein stabiles und 
effizientes Bankensystem zu schaffen, das den Erfordernissen der Bürger, der Wirtschaft und des 
Binnenmarkts gerecht wird.  

Die Gruppe schlägt ein Bündel von fünf Maßnahmen vor, die die von EU, Basler Ausschuss und 
nationalen Regierungen bereits erlassenen oder vorgeschlagenen Regulierungsmaßnahmen 
verstärken und ergänzen.   

Erstens sollten Eigenhandel und andere umfangreiche Handelstätigkeiten abgetrennt und einer 
separaten rechtlichen Einheit übertragen werden, wenn die entsprechenden Tätigkeiten einen 
erheblichen Anteil an den Geschäften der betreffenden Bank ausmachen. Dies würde sicherstellen, 
dass alle über diese Schwelle hinausgehenden Handelstätigkeiten eigenständig und getrennt vom 
Einlagengeschäft durchgeführt werden. Damit wären risikoreiche Handelstätigkeiten nicht länger 
unmittelbar durch Einlagen und die mit diesen verbundenen expliziten und impliziten Sicherungen 
unterlegt. Das in Europa seit langem bestehende Universalbankenmodell bliebe allerdings 
unangetastet, da die abgetrennten Tätigkeiten innerhalb der Bankengruppe verbleiben würden. 
Damit könnten die Banken ihren Kunden auch weiterhin ein breites Spektrum an 
Finanzdienstleistungen anbieten.  

Zweitens unterstreicht die Gruppe die Notwendigkeit, dass die Banken wirksame und realistische 
Sanierungs- und Abwicklungspläne aufstellen und fortschreiben, wie es die Kommission in ihrem 
Richtlinienvorschlag zur Sanierung und Abwicklung von Banken (BRR) vorschlägt. Die 
Abwicklungsbehörde sollte eine über das oben als obligatorisch bezeichnete Maß hinausgehende 
Trennung verlangen, wenn dies zur Gewährleistung der Abwicklungsfähigkeit und der betrieblichen 
Aufrechterhaltung kritischer Funktionen für nötig gehalten wird.  

Drittens setzt sich die Gruppe mit Nachdruck für den Einsatz bestimmter Bail-in-Instrumente ein. Die 
Banken sollten eine ausreichend große Menge an bail-in-fähigen Schulden bilden, die klar definiert 
sein sollten, damit ihre Stellung in der Rangfolge der Schuldinstrumente in der Bankbilanz klar ist und 
die Anleger wissen, wie im Falle einer Abwicklung letztendlich mit ihnen verfahren wird. Diese 
Schulden sollten außerhalb des Bankensystems gehalten werden. Die Schulden (oder ein 
entsprechender Betrag an Eigenkapital) würden die Verlustabsorptionsfähigkeit insgesamt erhöhen, 
die Anreize zur Übernahme von Risiken vermindern und die Transparenz und Bepreisung der Risiken 
verbessern.  

Viertens schlägt die Gruppe vor, bei der Bestimmung von Mindestkapitalstandards robustere 
Risikogewichte anzuwenden und die Risiken in internen Modellen kohärenter zu behandeln. Nach 
Bekanntgabe der Schlussfolgerungen, die der Basler Ausschusses aus seiner Überprüfung der 
Handelsbuchvorschriften zieht, sollte die Kommission ihrerseits überprüfen, ob die Ergebnisse 
ausreichen, um die Risiken des gesamten europäischen Bankenspektrums zu erfassen. Auch die 
Behandlung von Immobilienkrediten im Rahmen der Eigenkapitalvorschriften sollte erneut auf den 
Prüfstand gestellt werden wie auch die maximale Beleihungsquote (und/oder das maximale 
Verhältnis zwischen Kredithöhe und Einkommen) als Kriterium in die Mikro- und Makroaufsicht 
aufgenommen werden sollte.  

Und schließlich ist die Gruppe der Auffassung, dass die bereits durchgeführten Corporate-
Governance-Reformen durch konkrete Maßnahmen 1.) zur Stärkung von Board und Management, 2.) 
zur Unterstützung der Risikomanagement-Funktion, 3.) zur Limitierung der Vergütung von 
Geschäftsleitung und Mitarbeitern, 4.) zur Verbesserung der Offenlegung von Risiken und 5.) zur 
Verstärkung der Sanktionsbefugnisse ergänzt werden müssen.  
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ZUSAMMENFASSENDER ÜBERBLICK 

Die hochrangige Expertengruppe hatte den Auftrag, eingehend zu überprüfen, ob der EU-
Bankensektor Strukturreformen benötigt, und gegebenenfalls zweckdienliche Vorschläge vorzulegen 
mit dem Ziel, ein sicheres, stabiles und effizientes Bankensystem zu schaffen, das den Erfordernissen 
der Bürger, der Wirtschaft und des Binnenmarkts gerecht wird. 

Die Bewertung des europäischen Bankensektors hat ergeben, dass in der Finanzkrise kein 
bestimmtes Geschäftsmodell besonders gut oder besonders schlecht abgeschnitten hat. Stattdessen 
hat die Analyse gezeigt, dass im Vorfeld der Finanzkrise ς oftmals durch den Handel mit 
hochkomplexen Instrumenten oder durch Immobilienkredite ς zu hohe Risiken eingegangen wurden 
und in zu hohem Maße auf kurzfristige Finanzierungen gesetzt wurde. Den eingegangenen Risiken 
stand keine angemessene Eigenkapitalausstattung gegenüber und starke Verknüpfungen zwischen 
den Finanzinstituten führten zu einem hohen Systemrisiko. 

Um diesen und anderen Schwächen, die die Stabilität des Finanzsystems gefährden, 
entgegenzuwirken, wurden eine Reihe von Regulierungsreformen auf den Weg gebracht. Diese noch 
laufenden Reformen hat die Gruppe überprüft und ihr Augenmerk dabei besonders auf die 
Eigenkapital- und Liquiditätsanforderungen sowie auf die Reformen im Bereich Sanierung und 
Abwicklung gerichtet. 

Strengere Eigenkapitalanforderungen werden die Widerstandsfähigkeit der Banken generell 
erhöhen, die Anreize für Eigentümer und Geschäftsleitung bis zu einem gewissen Grad korrigieren 
und ebenfalls dazu beitragen, die vom Steuerzahler bei einer stark beeinträchtigten 
Zahlungsfähigkeit von Banken erwartete Haftung zu verringern. Die Anwendung der neuen 
Eigenkapitalverordnung und ςrichtlinie (CRR/CRD IV) wird in allen genannten Punkten eine 
erhebliche Verbesserung bewirken. In Verbindung mit ihrem Mandat erwartet die Gruppe ferner, 
dass die derzeit vom Basler Ausschuss durchgeführte grundlegende Überarbeitung der 
Handelsbuchvorschriften die Steuerung des Marktrisikos innerhalb des Bankensystems verbessert.  

Die von der Kommission vorgeschlagene Richtlinie zur Sanierung und Abwicklung von Banken (BRR) 
stellt in den Augen der Gruppe eine essenzielle Komponente der künftigen Regulierungsstruktur dar. 
Mit diesem Vorschlag ist das Ziel, dass eine Bank unabhängig von ihrer Größe und Systemrelevanz so 
umstrukturiert und saniert oder abgewickelt werden kann, dass sich die Haftung der Steuerzahler für 
ihre Verluste in Grenzen hält, ein beachtliches Stück näher gerückt. Die Erstellung und Genehmigung 
von Sanierungs- und Abwicklungsplänen dürfte innerhalb der Bankengruppen einige strukturelle 
Veränderungen mit sich bringen, die Komplexität und das Ansteckungsrisiko verringern und dadurch 
die Abwicklungsfähigkeit verbessern. 

Doch ungeachtet dieser wichtigen Initiativen und Reformen gelangte die Gruppe zu dem Schluss, 
dass für Bankengruppen eine rechtliche Trennung bestimmter besonders risikoreicher 
Finanzgeschäfte vom Einlagengeschäft vorgeschrieben werden sollte. Abzutrennen wären der 
Eigenhandel mit Wertpapieren und Derivaten sowie bestimmte andere, eng mit den Wertpapier- und 
Derivatemärkten verbundene Tätigkeiten. Dies wird im Folgenden noch näher dargelegt. Darüber 
hinaus schlägt die Gruppe noch weitere Maßnahmen in Bezug auf den Sanierungs- und 
Abwicklungsrahmen für Banken, die Eigenkapitalanforderungen und die Corporate Governance von 
Banken vor. Deren Ziel ist es, das Systemrisiko beim Einlagen- und Investmentgeschäft auch nach 
einer Trennung weiter zu verringern.  

Eine solche Trennung verfolgt in erster Linie das Ziel, Bankengruppen, und hier vornehmlich deren 
gesellschaftlich relevanteste Sparten (hauptsächlich das Einlagengeschäft und die Erbringung von 
Finanzdienstleistungen für die Nicht-Finanz-Sektoren der Wirtschaft), sicherer zu machen und in 
stärkerem Maße von Handelstätigkeiten mit hohem Risiko abzukoppeln und die implizite oder 
explizite Beteiligung der Steuerzahler an den Handelssparten von Bankengruppen zu begrenzen. Die 
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von der Gruppe empfohlene Trennung betrifft die als risikoreichste Teile des Investment-Banking 
angesehenen Geschäfte, bei denen sich Risikopositionen außerordentlich schnell ändern können. 

Die Abspaltung dieser Tätigkeiten in gesonderte rechtliche Einheiten ist der direkteste Weg, der 
Komplexität von Banken und ihrer Verknüpfung untereinander entgegenzuwirken. Da eine solche 
Trennung die Struktur von Bankengruppen vereinfachen und deren Transparenz erhöhen würde, 
würde sie auch die Marktdisziplin und die Beaufsichtigung sowie in letzter Instanz die Sanierung und 
Abwicklung erleichtern. Der Vorschlag wird im Folgenden noch näher dargelegt. 

Bei der Diskussion innerhalb der Gruppe sprachen sich einige Mitglieder für eine Kombination dieser 
Maßnahmen aus: sie plädierten dafür, einen nicht risikogewichteten Kapitalpuffer für 
Handelstätigkeiten vorzuschreiben und die Abtrennung dieser Tätigkeiten von der Genehmigung 
eines Sanierungs- und Abwicklungsplans durch die Aufsichtsbehörden abhängig zu machen (siehe 
Abschnitt 5.4.1, Handlungsmöglichkeit 1), anstatt eine grundsätzliche Trennung von Bankgeschäften 
vorzuschreiben. In den Diskussionen wurde unterstrichen, dass die laufenden Reformen für die 
Banken bereits mit ausreichenden strukturellen Veränderungen verbunden ist und dass 
Reformansatz 1 auf eine Ergänzung dieser Entwicklungen abstellt und somit unbeschadet der 
zentralen Grundsätze und Ziele dieser Reformen realisiert werden könnte. Auch wurde argumentiert, 
dass es bei diesem Ansatz speziell um das Problem der Anreize zur Übernahme übermäßiger Risiken 
und den hohen Fremdmitteleinsatz bei Handelstätigkeiten, die Risiken komplexer Geschäftsmodelle, 
die Retail- und Investment-Banking miteinander kombinieren, und das durch die übermäßige 
Verflechtung der Banken bedingte Systemrisiko geht. Auch entfalle bei Reformansatz 1 das Problem, 
im Voraus festlegen zu müssen, welche Tätigkeiten abgetrennt oder untersagt werden sollen. Vor 
dem Hintergrund der anhaltenden Finanzkrise und der Fragilität des Finanzsystems wurde ebenfalls 
berücksichtigt, dass ein schrittweises Vorgehen angezeigt sein könnte, das das Risiko von 
Diskontinuitäten bei der Finanzdienstleistungserbringung begrenzt. 

Obligatorische Abtrennung von Eigenhandel und anderen umfangreichen Handelstätigkeiten 

Die Gruppe schlägt vor, dass Eigenhandel und alle beim Market Making eingegangenen 
Vermögenswert- oder Derivatepositionen, die nicht zu den unten ausgenommenen Tätigkeiten 
zählen, auf eine gesonderte rechtliche Einheit übertragen werden müssen, bei der es sich um eine 
Wertpapierfirma ƻŘŜǊ ŜƛƴŜ .ŀƴƪ όƴŀŎƘǎǘŜƘŜƴŘ αIŀƴŘŜƭǎƛƴǎǘƛǘǳǘάύ ƛƴƴŜǊƘŀƭō ŘŜǊ .ŀƴƪŜƴƎǊǳǇǇŜ 
handeln kann.1 Auch sämtliche Darlehen, Darlehenszusagen oder unbesicherte Kreditengagements 
gegenüber Hedgefonds (einschließlich Prime Brokerage für Hedgefonds), Zweckgesellschaften und 
anderen ähnlich gearteten Gesellschaften sowie Investitionen in Private Equity sollten auf das 
Handelsinstitut übertragen werden. Diese Anforderungen gelten auf konsolidierter Ebene wie auch 
auf Ebene der Tochtergesellschaften. 

Die Gruppe schlägt vor, eine solche Trennung nur verbindlich vorzuschreiben, wenn die betreffenden 
Tätigkeiten einen erheblichen Anteil an den Geschäften der Bank ausmachen oder ihr Umfang mit 
Blick auf die Finanzstabilität als erheblich angesehen werden kann. Die Gruppe schlägt für die 
Entscheidung darüber, ob die Abtrennung verbindlich vorgeschrieben werden sollte, eine zweistufige 
Vorgehensweise vor: 

¶ In der ersten Stufe würde untersucht, ob die zu Handelszwecken gehaltenen und zur 
Veräußerung verfügbaren finanziellen Vermögenswerte nach derzeitiger Definition 1.) über 
15-25 % der Gesamtvermögenswerte hinausgehen oder 2.) einen Schwellenwert von 

                                                           
1
 Um der Vielfalt des europäischen Bankensystems gerecht zu werden, ist diese Empfehlung bei allen Banken 

unabhängig von deren Geschäftsmodell (d. h. auch bei Genossenschaftsbanken und Sparkassen) über die 

gleiche Rechtsform umzusetzen. 
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100 Mrd. EUR übersteigen. Wäre dies bei einer Bank der Fall, würde sie in die zweite 
Prüfungsstufe aufrücken. 

¶ In der zweiten Stufe würden die Aufsichtsbehörden dann anhand des Anteils der 
abtrennungspflichtigen Vermögenswerte bestimmen, ob eine Trennung vollzogen werden 
muss. Diese Schwelle, ausgedrückt als Anteil an den Gesamtvermögenswerten der Bank, ist 
von der Kommission zu kalibrieren. Diese Kalibrierung soll sicherstellen, dass der 
Trennungspflicht alle Banken unterliegen, bei denen die betreffenden Tätigkeiten im 
Verhältnis zur Bilanzsumme signifikant sind. Wir empfehlen der Kommission, sich bei der 
Kalibrierung dieser Schwelle auf unterschiedliche Ausgangsdaten für die Messung der 
Handelstätigkeit zu stützen, wie beispielsweise die erzielten Erlöse. 

Sobald eine Bank die letzte Schwelle überschreitet, sollte die betreffende Tätigkeit auf ein rechtlich 
eigenständiges Handelsinstitut übertragen werden. Der Vorschlag sollte eine ausreichende 
Übergangszeit vorsehen, die von der Kommission zu erwägen wäre. Die kleinsten Banken schließlich 
wären zur Gänze von der Trennungspflicht befreit. 

Alle anderen Bankgeschäfte außer den oben genannten dürften in dem Unternehmen, das 
ŀōƎŜǎƛŎƘŜǊǘŜ 9ƛƴƭŀƎŜƴ ŀƭǎ CƛƴŀƴȊƛŜǊǳƴƎǎǉǳŜƭƭŜ ƴǳǘȊǘ όƴŀŎƘǎǘŜƘŜƴŘ α9ƛƴƭŀƎŜƴƛƴǎǘƛǘǳǘέύΣ ǾŜǊōƭŜƛōŜƴΣ Ŝǎ 
sei denn, unternehmensspezifische Sanierungs- und Abwicklungspläne schreiben etwas anderes vor. 
Die zulässigen Tätigkeiten umfassen die Kreditvergabe an Großunternehmen und an KMU, 
Handelskredite, Verbraucherkredite, Hypothekarkredite, Interbanken-Kredite, die Teilnahme an 
Kreditkonsortien, Standardverbriefungen für Finanzierungszwecke, die private Vermögensverwaltung 
und Engagements gegenüber regulierten Geldmarkt- (OGAW)-Fonds, sind aber nicht zwangsläufig 
darauf beschränkt. Auch der Einsatz von Derivaten für das Management eigener Aktiva und Passiva 
sowie Vermögenswert-Veräußerungen und -Ankäufe zur Steuerung der Liquititätspositionen wären 
für Einlageninstitute zulässig. Massenzahlungsverkehrsdienstleistungen dürfen hingegen nur vom 
Einlageninstitut erbracht werden.  

Die Bereitstellung von Absicherungen für Nichtbanken-Kunden (beispielsweise durch Devisen- und 
Zinsoptionen und -swaps), für die in Relation zu den Eigenmitteln enge Positionsrisikobegrenzungen 
gelten und die in Rechtsvorschriften genauer zu bestimmen sind, sowie Emissionsübernahmen 
müssen dagegen nicht abgetrennt werden und können somit vom Einlageninstitut ausgeführt 
werden. Die Gruppe ist sich der potenziellen Risiken der beiden Tätigkeiten bewusst und schlägt vor, 
dass die Behörden die damit verbundenen Risiken aufmerksam verfolgen. 

Das Handelsinstitut kann mit Ausnahme der dem Einlageninstitut übertragenen Bankgeschäfte alle 
anderen Bankgeschäfte anbieten. Es kann sich also nicht über die abgesicherten Einlagen finanzieren 
und darf keine Massenzahlungsdienste erbringen. 

Das rechtlich getrennte Einlageninstitut und das rechtlich getrennte Handelsinstitut können 
innerhalb einer Bankholding-Struktur operieren2, doch muss das Einlageninstitut in ausreichendem 
Maße von den Risiken des Handelsinstituts abgeschottet sein. 

Ein Risiko- oder Mitteltransfer zwischen dem Einlageninstitut und dem Handelsinstitut einer Gruppe 
würde zu marktüblichen Bedingungen erfolgen und unterläge den Beschränkungen der regulären 
Bestimmungen zu Großkrediten im Interbankengeschäft. Risiko- oder Mitteltransfers vom 
Einlageninstitut auf das Handelsinstitut wären weder direkt noch indirekt gestattet, soweit dies die 
Kapitaladäquanz (die vorgeschriebene Mindestkapitalausstattung plus der verlangten zusätzlichen 
Kapitalpuffer) gefährden würde. In welchem Umfang beide Institute Zugang zu Zentralbankmitteln 

                                                           
2
 Wie bereits erwähnt, muss diese Empfehlung bei allen Banken unabhängig von deren Geschäftsmodell (d. h. 

auch bei Genossenschaftsbanken und Sparkassen) über die gleiche Rechtsform umgesetzt werden, um der 
Vielfalt des europäischen Bankensystems gerecht zu werden. 
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hätten, hängt davon ab, wie der Status als Geschäftspartner der Zentralbank in den einzelnen 
Ländern geregelt ist. Einlagen- und Handelsinstitut dürfen nur Dividenden zahlen, wenn sie die 
Mindesteigenkapitalanforderungen erfüllen und über die vorgeschriebenen Kapitalpuffer verfügen. 

Um die Widerstandsfähigkeit beider Institutsarten zu gewährleisten, würden sowohl das 
Einlageninstitut als auch das Handelsinstitut für sich genommen allen für EU-Finanzinstitute 
geltenden Regulierungsanforderungen unterliegen, wie der CRR/CRD IV und der konsolidierten 
Aufsicht. Damit müssen sie beispielsweise nach den jeweiligen Eigenkapitalvorschriften getrennt 
kapitalisiert werden und somit auch die vorgeschriebenen Kapitalpuffer vorhalten und etwaige 
zusätzliche Eigenkapitalanforderungen der Säule 2 erfüllen. 

Mit der Trennung wird im Einzelnen das Ziel verfolgt, 1.) die Anreize und Möglichkeiten einer 
Bankengruppe, mit abgesicherten Einlagen übermäßig hohe Risiken einzugehen, zu begrenzen, 2.) zu 
verhindern, dass Verluste des Handelsinstituts aus Mitteln des Einlageninstituts gedeckt werden, und 
so die Haftung des Steuerzahlers und des Einlagensicherungssystems zu begrenzen, 3.) zu vermeiden, 
dass das Einlageninstitut übermäßig viele Kredite für andere Finanztätigkeiten aufnimmt und dies zu 
Lasten der Nicht-Finanz-Sektoren der Wirtschaft geht, 4.) die Verknüpfung zwischen den Banken und 
dem Schattenbankensystem, die in der systemweiten Bankenkrise zur Ansteckung beigetragen hat, 
zu verringern und 5.) beim Investment-Banking die Wettbewerbsbedingungen zwischen 
Bankengruppen und reinen Investment-Banken anzugleichen, da dies die Erwartungen des Marktes 
hinsichtlich einer öffentlichen Absicherung dieser Tätigkeiten dämpfen und so die 
Risikoempfindlichkeit der Finanzierungskosten bei derartigen Handelsgeschäften erhöhen würde. 

Wenngleich die Trennung im Wesentlichen auf die Erhaltung der Finanzstabilität abzielt, soll sie 
darüber hinaus aber auch die Fähigkeit der Banken erhalten, ihren Kunden effizient ein breites 
Spektrum an Finanzdienstleistungen anzubieten. Aus diesem Grund darf die Trennung innerhalb der 
Bankengruppe vollzogen werden, so dass zur Deckung des Bedarfs der verschiedenen Kunden die 
gleiche Vermarktungsorganisation genutzt werden kann. Die Vorteile, die für den Kunden mit einer 
Vielzahl unterschiedlicher Geschäftsbereiche verbunden sind, bleiben somit erhalten. Da der 
Vorschlag abgesicherten Handel und Emissionsübernahmen auch weiterhin gestattet, lässt er den 
Einlageninstituten genügend Raum und Flexibilität für ihre Geschäftskunden und damit zur Erfüllung 
ihrer Aufgabe, die Realwirtschaft mit Krediten zu versorgen. Auch das Handelsinstitut kann ein 
breites Spektrum an Tätigkeiten ausüben. Der Vorschlag nimmt die größten Schwächen des 
Bankensektors in Angriff, lässt die Hauptvorteile des Universalbankensystems aber unangetastet und 
ermöglicht eine Vielzahl von Geschäftsmodellen 

Auch ist der Vorschlag einfach genug, um eine harmonisierte Umsetzung in allen Mitgliedstaaten 
sicherzustellen. Die Gruppe schlägt vor, dass verwandte Bankgeschäfte innerhalb einer rechtlichen 
Einheit ausgeführt werden können. Insbesondere betrifft die vorgeschlagene Trennung sowohl den 
Eigenhandel als auch das Market-Making, wodurch die Schwierigkeit, die beiden Tätigkeiten 
gesondert zu definieren, umgangen wird. Ebensowenig umfassen die abgetrennten Vermögenswerte 
Kredite an Nicht-Finanz-Unternehmen, da deren Kategorisierung (beispielsweise nach der 
Kredithöhe) auf EU-Ebene nicht weniger problematisch wäre und erhebliche Größenvorteile bei 
Unternehmenskrediten verloren gehen könnten. 

Zusätzliche Abtrennung von Geschäftsbereichen in Abhängigkeit vom Sanierungs- und 
Abwicklungsplan 

Der Kommissionsvorschlag vom Juni 2012 zur Sanierung und Abwicklung von Kreditinstituten und 
Wertpapierfirmen (BRR-Vorschlag) gibt den Abwicklungsbehörden die nötige Handhabe, um 
Abwicklungshindernisse abzubauen bzw. zu beseitigen. Zwei Bestandteile des Vorschlags sind aus 
Sicht der Gruppe von besonderer Bedeutung, insbesondere der Sanierungs- und Abwicklungsplan 
(Recovery and Resolution Plan - RRP) und die Bail-in-Vorschriften für die von Banken ausgegebenen 
Schuldtitel (siehe nachfolgender Abschnitt). 
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Nach Auffassung der Gruppe könnte die Erstellung eines wirksamen und glaubwürdigen RRP eine 
weiterreichende Abtrennung von Geschäftsbereichen erfordern, als sie im Rahmen der vorstehend 
erläuterten obligatorischen Trennung vorgesehen ist. Nach dem BRR-Vorschlag kann die 
Abwicklungsbehörde einer Bank Veränderungen ihrer rechtlichen oder operativen Strukturen 
abverlangen, um sicherzustellen, dass diese in einer Weise abgewickelt werden kann, die kritische 
Funktionen und die Finanzstabilität nicht gefährdet und die Steuerzahler nicht mit Kosten belastet. 

Die Gruppe hebt die Notwendigkeit zur Aufstellung und Fortschreibung wirksamer und realistischer 
Sanierungs- und Abwicklungspläne hervor. Geachtet werden muss insbesondere darauf, ob eine Bank 
in der Lage ist, Retail- und Handelsgeschäft voneinander zu trennen und Risikopositionen, die im 
Handel - insbesondere mit Derivaten - eingegangen werden, in Stresssituationen aufzulösen, ohne 
dass die Bank finanziell in Schieflage gerät und/oder das Systemrisiko signifikant erhöht wird. 
Unerlässlich ist außerdem, dass die betriebliche Kontinuität der IT-/Zahlungsverkehrinfrastruktur 
einer Bank im Krisenfall gewährleistet ist. Angesichts der möglichen Folgen für Finanzierung und 
Liquidität sollte die Kontinuität der Geschäftsdienste im RRP-Prozess besondere Beachtung finden. 

Die Gruppe unterstützt den BBR-Ansatz, wonach die EBA eine zentrale Rolle dabei spielen soll, eine in 
allen Mitgliedstaaten einheitliche Anwendung der RRP und der Bewertungen der integralen 
Abwicklungsfähigkeit zu gewährleisten. Dementsprechend hätte die EBA die Aufgabe, harmonisierte 
Standards für die Bewertung der systemischen Auswirkungen von RRP sowie dafür auszuarbeiten, 
welche Aspekte bei der Bewertung der Abwicklungsfähigkeit einer Bank zu prüfen sind und welche 
Faktoren die Ablehnung des Plans auslösen würden. Die Auslöser sollten mit der Komplexität der 
gehandelten Instrumente und der Organisation (Leitungs- und Rechtsstruktur) der Handelsaktivitäten 
in Zusammenhang stehen, da diese Faktoren die Abwicklungsfähigkeit der Handelssparte maßgebend 
mitbestimmen. Die Auslöser sollten auch mit dem Umfang der Risikopositionen und deren Verhältnis 
zur Größe des Markts für bestimmte Instrumente zusammenhängen, da umfangreiche Positionen in 
einer angespannten Marktsituation besonders schwer aufzulösen sind. 

Etwaige Änderungen im Hinblick auf den Einsatz von Bail-in-Instrumenten bei Abwicklungen 

Neben den Sanierungs- und Abwicklungsplänen unterstützt die Gruppe außerdem nachdrücklich den 
Einsatz bestimmter Bail-in-Instrumente im Rahmen der BRR, da sich die Verlustaufnahmefähigkeit 
einer Bank dadurch verbessert. Die Befugnis, bei Abwicklung einer Bank Forderungen nicht 
abgesicherter Gläubiger abzuschreiben oder Schuldtitel in Eigenkapital umzuwandeln, ist von 
zentraler Bedeutung, um eine Beteiligung der Investoren an den Kosten der Rekapitalisierung 
und/oder Einlegerentschädigung sicherzustellen. Auch wird damit die bei einer 
Fremdkapitalfinanzierung erfolgende implizite Subventionierung verringert. Dadurch erhalten 
Gläubiger einen zusätzlichen Anreiz, die Bank im Auge zu behalten. 

Im BRR-Vorschlag werden verschiedene Merkmale der Bail-in-Instrumente skizziert. So soll die Bail-
in-Befugnis nur in Verbindung mit anderen Reorganisationsmaßnahmen ausgeübt werden, wobei die 
Ex-ante-Gläubigerrangfolge erhalten bleiben soll. Allerdings ist die Gruppe zu dem Schluss gelangt, 
dass der Rahmen weiterentwickelt werden muss, um den Rückgriff auf die Bail-in-Befugnisse 
berechenbarer zu machen. Insbesondere müsste die Bail-in-Vorschrift aus Sicht der Gruppe explizit 
für eine bestimmte Kategorie von Schuldtiteln gelten; hierfür sollte die entsprechende Anforderung 
dann über einen längeren Zeitraum schrittweise eingeführt werden. Dadurch kann ein Stau am Markt 
für Neuemissionen vermieden und dem Primär- und Sekundärmarkt ein spannungsfreies Wachstum 
ermöglicht werden. Allerdings sollte den Banken die Möglichkeit eingeräumt werden, einer etwaigen 
Forderung zur Ausgabe von bail-in-fähigen Schuldtiteln auf eigenen Wunsch auch mit Kernkapital zu 
entsprechen. Dies könnte vor allem für kleinere Institute von Nutzen sein, deren Bail-in-Instrumente 
auf einen besonders engen Markt treffen könnten. 

Nach Auffassung der Gruppe würde eine eindeutige Definition darüber hinaus auch Klarheit darüber 
schaffen, welche Stellung Bail-in-Instrumente in der Rangfolge der in der Bilanz einer Bank geführten 
Schuldinstrumente einnehmen und wie die verschiedenen Instrumente der Investoren im 
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Abwicklungsfall behandelt würden. Eine solche ausführliche Charakterisierung der Bail-in-
Instrumente würde die Marktfähigkeit sowohl neuer bail-in-fähiger Papiere als auch anderer 
Schuldtitel erheblich verbessern und die Bewertung und Bepreisung der Instrumente erleichtern. 

Um die wechselseitigen Verflechtungen innerhalb des Bankensystems in Grenzen zu halten und die 
Wahrscheinlichkeit zu erhöhen, dass die Behörden die Bail-in-Anforderungen im Falle einer 
Systemkrise letztlich auch zur Anwendung bringen können, sollten die Bail-in-Instrumente 
vorzugsweise nicht innerhalb des Bankensektors gehalten werden. Dies ließe sich am besten durch 
eine Vorschrift erreichen, wonach solche Instrumente nur von anderen institutionellen Anlegern als 
Banken (z.B. Investmentfonds und Lebensversicherungsgesellschaften) gehalten werden dürften. 
Bail-in-Instrumente sollten auch Bestandteil der Vergütungsregelungen für Spitzenmanager sein, 
damit sich die Entscheidungen einer Bank soweit wie möglich an deren längerfristigem Erfolg 
ausrichten. Die Gruppe regt an, diesen Aspekt näher zu prüfen. 

Überprüfung der Eigenkapitalanforderungen für Handelsaktiva und Immobilienkredite 

Modellgestützte Eigenkapitalanforderungen für Risiken im Handelsbuch können mit Modellrisiken 
und Messfehlern behaftet sein. So wird dabei insbesondere Tail-Risiken und systemischen Risiken 
(unter anderem den Folgen eines Ausfalls großer Akteure für die Marktliquidität) nicht angemessen 
Rechnung getragen. Wie beim Eintritt erheblicher Verlustereignisse mehrfach deutlich geworden ist, 
sind alle Handelsaktivitäten mit erheblichen operationellen Risiken verbunden. Die derzeitigen 
Eigenkapitalanforderungen für das operationelle Risiko leiten sich aus ertragsbasierten Maßstäben 
ab und spiegeln das Volumen der Eigenhandelsaktiva nicht wider. Hinzu kommt, dass alle 
Handelsaktivitäten mit erheblichen Gegenpartei- und Konzentrationsrisiken behaftet sein können. 

Die von der Gruppe vorgeschlagene obligatorische Trennung lässt einerseits den Einlageninstituten 
für ihre mittels Hedging abgesicherten Handelsgeschäfte und ihr Risikomanagement soviel Raum, 
dass sie ihre Funktion als Dienstleister der Realwirtschaft weiterhin erfüllen können. Andererseits 
rechtfertigen die signifikanten Risiken der abgetrennten oder eigenständigen Handelsbereiche 
robuste Eigenkapitalvorschriften zur Eindämmung des Risikos für die Holding und das Finanzsystem 
insgesamt. Die vorgenannten Schwachstellen der Eigenkapitalanforderungen wirken sich daher 
sowohl für das Einlagen- als auch für das Handelsinstitut aus.   

Der Basler Ausschuss hat eine umfassende Überprüfung der Eigenkapitalanforderungen für das 
Handelsbuch auf den Weg gebracht3. Diese Überprüfung wird von der Gruppe begrüßt. Im Zuge ihrer 
Arbeiten hat die Gruppe zwei Ansätze ermittelt, wie die Eigenkapitalanforderungen für das 
Handelsbuch robuster gestaltet werden könnten:  
 

¶ Einführung eines zusätzlichen, risikounabhängigen Kapitalpuffers für alle Handelsbuchaktiva 
zusätzlich zu den in Abschnitt 5.4.1 als Handlungsmöglichkeit 1 dargelegten risikobasierten 
Anforderungen und/oder  

¶ Einführung einer robusten Untergrenze für die risikobasierten Anforderungen (d.h. für die 
risikogewichteten Aktiva - RWA). 

Der erste Ansatz (d.h. zusätzlicher Kapitalpuffer) hätte den Vorteil, dass er den Schutz gegen 
operationelle Risiken verbessern, die Hebelung verringern und die Anreize der Banken zur Nutzung 

                                                           
3
 Erwogen wird unter anderem eine Umstellung von VaR-Maßstäben (VaR: value at risk) hin zu 

Verlustwahrscheinlichkeitsmaßstäben, die für Tail-Risiken weniger anfällig sind. Der Basler Ausschuss erwägt 

auch einen granulareren Ansatz für die Modellgenehmigung, bei dem die möglichen Eigenkapitalabzüge für 

angenommene Diversifizierungen eingeschränkt würden. Darüber hinaus denkt der Baseler Ausschuss beim 

modellbasierten Ansatz über eine Untergrenze oder Aufschläge nach. 
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und Weiterentwicklung interner Modelle nicht beeinflussen würde - da er auf die risikobasierten 
Anforderungen aufgesattelt würde. Der Vorteil des zweiten Ansatzes (d.h. robuste Untergrenze für 
die risikogewichteten Aktiva) liegt darin, dass er der Möglichkeit von Modellfehlern bei der Abbildung 
von Marktrisiken auf direktere Weise Rechnung trägt. Die Gruppe regt an, dass der Basler Ausschuss 
die von der Gruppe ermittelten Schwachstellen der derzeitigen Eigenkapitalvorschriften bei seinen 
Arbeiten berücksichtigt und dass die Kommission im Anschluss an die Ergebnisse der vom Basler 
Ausschuss durchgeführten Überprüfung evaluiert, ob die vorgeschlagenen Änderungen an den 
Eigenkapitalanforderungen für das Handelsbuch ausreichen würden, um die Risiken sowohl von 
Einlagenbanken als auch von Handelsinstituten abzudecken. 

Die Gruppe erkennt außerdem an, dass sich die mit den internen Modellen (IRB-Modellen) einzelner 
Banken berechneten risikogewichteten Aktiva bei gleichartigen Risiken erheblich unterscheiden 
können. Diese Problematik wird aktuell in den einschlägigen Aufsichtsgremien behandelt. Die Gruppe 
appelliert an diese Gremien, durchschlagende und koordinierte Maßnahmen zu ergreifen, um die 
bankenübergreifende Konsistenz der internen Modell zu verbessern. Die Behandlung von Risiken 
sollte in höherem Maße harmonisiert sein, um das Vertrauen in die Adäquanz und Konsistenz der 
nach dem IRB-Ansatz berechneten Eigenkapitalanforderungen zu stärken. Die entsprechenden 
Arbeiten sollten ein zentraler Schritt auf dem Weg zu einem einheitlichen europäischen 
Aufsichtskonzept ein. 

Die Gruppe regt an, dass die Kommission weitere Maßnahmen hinsichtlich der Behandlung von 
Immobilenkrediten im Rahmen der Eigenkapitalvorschriften in Erwägung zieht. Die Erfahrung hat 
gezeigt, dass systemische Bankenkrisen, die umfangreiche Stützungsmaßnahmen aus öffentlichen 
Mitteln erforderlich machten, ihren Ursprung häufig in einer ausufernden Vergabe von 
Immobilienkrediten hatten. Dies ging oftmals mit Finanzierungsungleichgewichten und einem 
übermäßigen Rückgriff auf die Wholesale-Finanzierung einher. Verglichen mit den Verlusten, die bei 
bisherigen von den Immobilienmärkten ausgehenden Krisen tatsächlich aufgetreten sind, bewegen 
sich die mittels interner Modelle und historischer Verlustdaten ermittelten risikogewichteten Aktiva 
derzeit auf einem recht niedrigen Niveau. Die EBA und die neue Euroraum-Aufsichtsbehörde sollten 
sicherstellen, dass der Eigenkapitalrahmen ausreichende Sicherheitsmechanismen zum Schutz vor 
erheblichen Anspannungen am Immobilienmarkt enthält (z.B. mittels robuster Untergrenzen für die 
nach internen Modellen berechneten risikogewichteten Aktiva). 

Hinzu kommt, dass makroaufsichtliche Aspekte vor der Finanzkrise nicht genügend Beachtung 
fanden. Im derzeitigen europäischen System der Finanzaufsicht wurde die Zuständigkeit für die 
Makroaufsicht auf EU-Ebene dem Europäischen Ausschuss für Systemrisiken (ESRB) übertragen, 
wohingegen die institutionellen Strukturen auf nationaler Ebene in den meisten EU-Ländern erst 
noch festgelegt werden müssen. Eine wirkungsvolle Makroaufsicht braucht angemessene 
Instrumente. Als direkte Maßnahme zur Eindämmung der aus den Immobilienmärkten 
erwachsenden Risiken empfiehlt der ESRB, das makroaufsichtliche Instrumentarium um 
Beleihungsgrenzen zu erweitern, die auf den Wert der Immobilie (Loan-to-value - LTV) oder das 
Einkommen (Loan-to-income - LTI) bezogen werden. Die Gruppe unterstützt diese Empfehlung 
uneingeschränkt und empfiehlt darüber hinaus, dass in allen Mitgliedstaaten unverrückbare 
Obergrenzen für die erwähnten Beleihungsquoten festgelegt und von den nationalen 
Aufsichtsbehörden implementiert werden. 

Die Gruppe begrüßt die Einführung der vorgeschriebenen Mindestverschuldungsquote (Minimum 
Leverage Ratio) zur Absicherung der risikogewichteten Eigenkapitalanforderung. Die Überwachung 
der Verschuldungsquote im Sinne von CRR/CRDIV wird unverzichtbare Informationen für die 
Kalibrierung liefern. Zu gegebener Zeit sollte darüber nachgedacht werden, ob die derzeit geplante 
Anforderung für die Verschuldungsquote ausreicht. Nach Auffassung der Gruppe sollte auch 
bewertet werden, ob die derzeitigen Obergrenzen für Großkredite im Hinblick auf Forderungen 
zwischen Instituten und innerhalb einer Gruppe angemessen sind. So sollte insbesondere geprüft 
werden, ob die derzeitige Obergrenze für Forderungen zwischen Instituten tatsächlich geeignet ist, 
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eine übermäßige Verknüpfung zwischen Finanzinstituten und Systemrisiken einzudämmen. Auch 
sollte erwogen werden, ob dieselbe verschärfte Obergrenze auch für Forderungen innerhalb einer 
Gruppe gelten sollte (in Abschnitt 5.5.1. wird angeregt, dass auf Forderungen innerhalb einer Gruppe 
dieselben Obergrenzen angewandt werden sollten). Letzteres könnte eine wichtige Rolle spielen, um 
die Forderungen des Einlageninstituts gegenüber den zur selben Gruppe gehörenden 
Handelsinstituten einzugrenzen. 

Stärkung der Governance und Kontrolle von Banken 

Da Banken systemische Bedeutung haben, rasch expandieren oder zusammenbrechen können, durch 
einen höheren Fremdkapitalanteil, breite Eigentumsstreuung und eine vorwiegend institutionelle 
Anlegerbasis ohne strategische/langfristige Beteiligung geprägt sind und zudem auf (unterbepreiste) 
Sicherheitsnetze vertrauen können, sind Governance und Kontrolle bei ihnen wichtiger als bei 
anderen Unternehmen.  

Board und Management einer Bank sind dafür verantwortlich, die Höhe der eingegangenen Risiken 
zu kontrollieren. Doch hat die Finanzkrise überdeutlich gemacht, dass die Governance- und 
Kontrollmechanismen der Banken offenbar nicht in der Lage waren, der ausufernden 
Risikoübernahme einen Riegel vorzuschieben.  

Die Schwierigkeiten bei Governance und Kontrolle haben sich dadurch verschärft, dass sich die 
Tätigkeit der Banken zunehmend in Richtung Handel und Marktgeschäft verlagert hat. Dadurch 
wurden die Banken komplexer, schwerer zu durchschauen und infolgedessen schwieriger zu führen.  

Auch ihre Überwachung von außen ist dadurch ς für Marktteilnehmer wie für 
Aufsichtsbehörden - schwieriger geworden. Für die Marktteilnehmer ist der Anreiz, Banken effektiv 
zu beobachten, durcƘ ŘƛŜ ȊǳƴŜƘƳŜƴŘŜ DǊǀǖŜ ŘŜǊ LƴǎǘƛǘǳǘŜ ǳƴŘ ŘƛŜ 9ƴǘǎǘŜƘǳƴƎ Ǿƻƴ .ŀƴƪŜƴΣ ŘƛŜ αǘƻƻ 
ōƛƎ ǘƻ Ŧŀƛƭά ǎƛƴŘΣ ǿŜƛǘŜǊ ƎŜǎǳƴƪŜƴΦ Die Aufsichtsbehörden wiederum haben sich als unfähig erwiesen, 
die Banken ausreichend zu überwachen, insbesondere wenn es darum ging, die Komplexität und 
Interkonnektivität zunehmend im Handel tätiger Banken zu verstehen, zu überwachen und zu 
kontrollieren.  

Eine Stärkung von Governance und Kontrolle ist daher unerlässlich. Aufbauend auf den derzeit 
angedachten Reformen der Corporate Governance und zusätzlich zu den oben ausgeführten 
Reformvorschlägen müssen außerdem i) Board und Management gestärkt, ii) die Risikomanagement-
Funktion unterstützt, iii) Vergütungen limitiert, iv) die Marktüberwachung erleichtert und v) die 
Durchsetzung durch die zuständigen Behörden ausgebaut werden. Dies bedeutet im Einzelnen: 

¶ Governance- und Kontrollmechanismen: Das Augenmerk sollte auf die Governance- und 
Kontrollmechanismen aller Banken gerichtet werden. Die Fähigkeit von Management und Board, 
große und komplexe Banken zu führen und zu überwachen, muss stärker in den Vordergrund 
rücken. Insbesondere sollten Anwärter/innen auf Board- und Managementposten auf ihre 
Zuverlässigkeit und fachliche Eignung geprüft werden (Fit-and-proper-Tests).  

¶ Risikomanagement: Um Stellung und Autorität der Risikomanagement-Funktion in allen Banken 
zu verbessern und auf diese Weise nicht nur den Kontrollmechanismus innerhalb der Gruppe zu 
stärken, sondern auch auf allen Ebenen des Finanzinstituts eine Risikokultur zu etablieren, sollten 
Gesetzgeber und Aufsichtsbehörden die CRD III- und CRD IV-Vorschläge vollumfänglich 
umsetzen. Da sich die CRD in vielen Fällen auf Grundsätze beschränkt, müssen die für einzelne 
Banken geltenden Anforderungen außerdem in Vorschriften der Stufe 2 sehr viel ausführlicher 
festgelegt werden, damit sie nicht umgangen werden. So sollte es beispielsweise die klare 
Vorgabe geben, dass das Risiko- und Kontrollmanagement nicht nur dem geschäftsführenden 
Direktor (CEO), sondern gleichzeitig auch den Risiko- und Prüfungsausschüssen zu berichten hat. 
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¶ Anreizsysteme: Ein entscheidender Schritt zur Wiederherstellung des Vertrauens zwischen 
Öffentlichkeit und Bankern ist die Reform der Vergütungsregelungen von Banken, damit die 
Vergütung in angemessenem Verhältnis zu einer langfristig tragfähigen Entwicklung steht. 
Aufbauend auf der bestehenden Vorgabe der CRD III, wonach 50 % der variablen Vergütung in 
Form von Anteilen oder anderen Instrumenten der Bank ausgezahlt werden und einer 
angemessenen Mitarbeiterbindungspolitik unterliegen müssen, sollte ein Teil der variablen 
±ŜǊƎǸǘǳƴƎ ƛƴ CƻǊƳ Ǿƻƴ !ƴƭŜƛƘŜƴ ŜǊŦƻƭƎŜƴΣ ŘƛŜ ŦǸǊ Ŝƛƴ α.ŀƛƭ-ƛƴά ȊǳǊ ±ŜǊŦǸƎǳƴƎ ǎǘŜƘŜƴΦ Außerdem 
sollte geprüft werden, wie sich weitere Beschränkungen in Bezug auf die Höhe der variablen im 
Verhältnis zur fixen Vergütungskomponente (beispielsweise auf 50 %) auswirken würden. Zu 
erwägen wäre darüber hinaus ein regulatorischer Vergütungsansatz, der auch absolute 
Begrenzungen für die Gesamtvergütung beinhalten könnte (z.B. könnte festgelegt werden, dass 
der Gesamtbetrag an ausgezahlten Boni die ausgezahlten Dividenden nicht übersteigen darf). Die 
Genehmigung von Vergütungsregelungen durch Board und Aktionäre sollte sich in einem 
geeigneten regulatorischen Rahmen vollziehen. 

¶ Offenlegung von Risiken: Um die Marktdisziplin zu erhöhen und das Anlegervertrauen 
wiederzuerlangen, sollten die Offenlegungspflichten für Banken verschärft und effektiver 
gestaltet werden, damit sich Qualität, Vergleichbarkeit und Transparenz der Risikoangaben 
verbessern. Die Offenlegung von Risiken sollte alle maßgeblichen Informationen und namentlich 
eine ausführliche Rechnungslegung für jede rechtliche Einheit und Hauptgeschäftssparte 
beinhalten. Die Offenlegung sollte auch Hinweise darauf enthalten, welche Tätigkeiten rentabel 
und welche verlustbringend sind, und sollte in leicht verständlichen, zugänglichen, 
aussagekräftigen und vergleichbaren Formaten erfolgen, die den derzeit laufenden einschlägigen 
Arbeiten auf internationaler Ebene Rechnung tragen.  

¶ Sanktionen: Um eine wirksame Durchsetzung sicherzustellen, müssen die Aufsichtsbehörden 
befugt sein, die Risikomangament-Pflichten mit wirkungsvollen Sanktionen durchzusetzen, auch 
durch Sanktionen gegen die betroffenen Führungskräfte, wie ein lebenslängliches Berufsverbot 
und die Rücknahme nachträglicher Vergütung. 
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1 INTRODUCTION 

The financial crisis, which started as the US sub-prime crisis in 2007, escalated into a full-blown 
economic crisis and raised significant political challenges in Europe. Although not the only source of 
problems, the banking sector has been at the heart of this crisis. Significant steps have been taken to 
improve the resilience of banks, but they remain highly vulnerable to shocks and are still being 
perceived as too big or too systemic to fail. Moreover, the single market for banking is fragmenting 
as banks have started to retreat to their home markets and competent authorities have taken 
measures aimed at safeguarding domestic financial stability.  

Against this background, Commissioner Michel Barnier established in February 2012 a High-level 
Expert Group on structural bank reforms, chaired by Erkki Liikanen.4 The Group's task has been to 
assess whether additional reforms directly targeted at the structure of individual banks would further 
reduce the probability and impact of failure, better ensure the continuation of vital economic 
functions and better protect vulnerable retail clients.  

The Group was invited to make any relevant proposals as appropriate, with the objective of 
establishing a safe, stable and efficient banking system serving the needs of citizens, the EU economy 
and the single market. 

During the course of its work, the Group has organised hearings with a large number of stakeholders, 
be they providers of banking services, consumers of such services, investors in banks, policymakers 
and academics. The Group has furthermore held a public consultation of stakeholders, the responses 
to which are published together with this report.  

This report contains the Group's assessment and recommendations, and is structured as follows. 

Chapter 2 provides the broad context and presents aggregate bank sector developments in the years 
leading up to and since the financial and economic crisis. It starts with a brief crisis narrative outlining 
the different "waves" of the crisis since it started in 2007. It documents the significant expansion of 
the financial system and, in particular, the banking system in the run-up to the financial crisis. It 
assesses the impact of the financial crisis on the EU banking sector and the wider economy and 
closes by assessing EU bank restructuring (de-risking, deleveraging) going forward, as well as the 
broader consequences in terms of bank disintermediation and risks of financial disintegration. 

Chapter 3 documents the diversity of bank business models in the EU and highlights their relative 
performance. It reviews the literature on the general performance of different bank business models, 
including their crisis resilience, and assesses potential differences between small and large banks in 
that respect. It contains a more detailed assessment of large banks in terms of e.g. size, activities, 
capital and funding structure, ownership and governance, corporate and legal structure, and 
geographic scope (including how cross-border operations are legally and operationally structured). It 
also assesses banks with specific ownership models and business objectives (e.g. banks under public 
ownership, cooperative banks and savings banks), as these business models are important on an 
aggregate level in several Member States. Finally, it presents a number of case studies of business 
models that failed during the crisis. 

Chapter 4 reviews and assesses the regulatory responses agreed so far so as to determine whether 
structural reforms are necessary. It assesses in particular whether the reforms agreed to date or 
currently on the table are sufficient to make banks resilient to withstand crisis situations, minimise 
the impact of a bank failure and avoid taxpayers' support when a crisis happens, ensuring the 

                                                           
4
 Further information about the Group, including the mandate and composition can be found on the 

Commission's website: http://ec.europa.eu/internal_market/bank/group_of_experts/index_en.htm  

http://ec.europa.eu/internal_market/bank/group_of_experts/index_en.htm
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continuation of vital economic functions and protecting vulnerable clients, while maintaining the 
integrity of the single market. 

Finally, Chapter 5 draws together the analysis of the previous chapters. It reiterates the importance 
of banks in the EU economy, summarises the key problems of the EU banking sector, and recalls the 
extent to which the current regulatory reform agenda is sufficient to address the problems. It then 
outlines the Group's recommendations for further reform, namely 1) mandatory separation of 
proprietary and significant other trading activities, 2) possible additional separation of other activities 
conditional on the recovery and resolution plan, 3) possible amendments to the use of bail-in 
instruments as a resolution tool, 4) a review of capital requirements on trading assets and real estate 
related loans, and 5) strengthening the governance and control of banks. 
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2 AGGREGATE EU BANK SECTOR DEVELOPMENTS 

 

Summary of Chapter 2 

¶ A "crisis narrative" allows analysing different phases of the crisis that flow into each 
other: from a specific subprime crisis to a full-blown systemic crisis, from a systemic 
crisis to an economic crisis and then a sovereign debt crisis, which has escalated into 
a set of unprecedented political and economic challenges in Europe.   

¶ Increased banking sector size: The EU banking sector has grown significantly in the 
years prior to the crisis with the total balance sheet of EU monetary financial 
ƛƴǎǘƛǘǳǘƛƻƴǎ όaCLǎύ ǊŜŀŎƘƛƴƎ ŀ ǘƻǘŀƭ ǾŀƭǳŜ ƻŦ ϵпо ǘǊƛƭƭƛƻƴ ōȅ нллу ƻǊ ƳƻǊŜ ǘƘŀƴ орл҈ 
of EU GDP. The crisis has put a halt to this growth, but so far has not led to a 
noticeable decline in aggregate balance sheet size.  

¶ Large by international comparison: The EU banking sector is large by international 
comparison, also reflecting the European economy's greater dependency on bank 
intermediation than that of many other economies.   

¶ Consolidation and emergence of large institutions: More than 8000 MFIs operate 
in the EU, although consolidation has reduced the number over time. Some very 
large financial institutions have emerged (with assets of each of the largest ten EU 
ōŀƴƪǎ ŜȄŎŜŜŘƛƴƎ ϵм ǘǊƛƭƭƛƻƴ ōȅ ŜƴŘ нлммύΦ 

¶ Changed nature of banking activities: In particular for the large institutions, the 
relative weight of banking activities has shifted from deposit taking, lending, 
securities underwriting, and trust services towards dealer and market-making 
activities, brokerage services, and own account trading. The corresponding banking 
sector expansion has been financed through short-term wholesale markets and off-
balance sheet vehicles. The activity shift was accompanied by a sharp growth in 
"shadow banking", a rise in complex derivatives, increased interconnectedness, 
lengthened intermediation chains, and increased leverage. In March 2012, loans to 
non-financial corporations and households only make up 28%, and deposits of non-
MFIs make up 30% of the aggregate balance sheet of EU MFIs. There are however 
significant differences between Member States. 

¶ Reversal of cross-border integration trend: The large European banks had 
significantly increased their EU and global operations in the years prior to the crisis. 
Also, integration in the European banking market had significantly progressed, 
albeit mainly in the wholesale market. However, the trend of increased European 
cross-border banking has reversed since the crisis, and there is a risk of further 
disintegration of banking markets along national lines.  

¶ Explicit and implicit support: Total state aid used to support the EU banking sector 
sincŜ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ƛƴ нллтκлу ŀƳƻǳƴǘŜŘ ǘƻ ϵмΦс ǘǊƛƭƭƛƻƴ όƛƴŎƭǳŘƛƴƎ 
guarantees) up to end 2010, more than 13% of EU GDP. The direct fiscal costs of this 
aid and liquidity support are still uncertain, but will add to the wider output and job 
losses related to the crisis. Moreover, systemically important EU banks benefit from 
an implicit guarantee of their debt, raising concerns about the level-playing field, 
distortions of competition, risk-taking incentives and costs to tax-payers. 

¶ Limited restructuring: Sector restructuring has been relatively limited to date. A 
pan-EU resolution framework was not in place at the onset of the crisis in the 
banking sector, and correspondingly few EU banks have been liquidated. Further 
bank restructuring and deleveraging is necessary and expected going forward. 
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2.1 Introduction  

The aim of Chapter 2 is to provide the broader context and to set out aggregate bank sector 
developments in the years leading up to and since the financial and economic crisis. Section 2.2 
begins with a brief crisis narrative in which five interlinked "phases" or "waves" are identified: 

¶ Wave 1: "Subprime crisis phase" (mid-2007 to September 2008): investment portfolios 
collapse. 

¶ Wave 2: "Systemic crisis phase" (as of September 2008): unprecedented state aid to the 
banking sector is required as liquidity evaporates. 

¶ Wave 3: "Economic crisis phase" (as of 2009): automatic stabilisers kick in following the 
recession, and fiscal sustainability is imperilled through fiscal stimulus and state aid. 

¶ Wave 4: "Sovereign crisis phase" (as of 2010): bank-sovereign feedback loops raise 
significant challenges given the existing institutional EU framework. 

¶ Wave 5: "Crisis of confidence in Europe phase" (current): EU at a crossroads.  

Section 2.3 identifies the main banking sector developments in the run-up to the financial crisis. In 
the decades prior to the crisis, the financial system, and the banking sector in particular, expanded 
substantially. Concerns have been raised that the process was excessive5, as manifested in the sharp 
rise in the assets of the banking system (compared to GDP); increased interconnectedness and 
lengthened intermediation chains; complex securitisation and off-balance sheet activity; high 
leverage and high overall debt-to-GDP levels in the economy; the significant rise in trading activity of 
banks; and so on. Moreover, the level of competition and contestability of the sector to the benefit 
of consumers can be deemed suboptimal, given the barriers to entry (and exit), lack of transparency, 
and switching costs. Some of these developments are described in more detail below. 

Section 2.4 focuses on the impact of the financial crisis, not only on the EU banking sector, but also 
on the wider economy. The large losses and subsequent state aid are reviewed, as well as the 
financial crisis impact on the wider economy (unemployment, cumulative output loss, etc.). 

Section 2.5 assesses EU bank restructuring (de-risking, deleveraging) going forward and the broader 
consequences in terms of bank disintermediation and risks of financial disintegration.  

2.2 Crisis narrative 

2.2.1 Wave One: "Subprime crisis phase" (mid-2007 to September 2008): investment portfolios 

collapse 

The financial crisis started with the bursting of the housing bubble in the overheated US residential 
real estate market. Declining underwriting standards of mortgage originators and banks, incomplete 
regulatory oversight of financial markets and its participants, an over-levered financial system and a 
low interest rate environment had all fuelled the real estate bubble. Prices of American homes had 
increased by 124% between 1996 and 2007. At the peak of the bubble from 2004 to 2006, around 
20% of all issued residential mortgage backed securities (RMBS) were sub-prime. Some of the 
subprime mortgages were pooled, packaged and sold on further down the chain to investors buying 
into highly-rated RMBS tranches. As a result, concerns about the inability of the underlying 
borrowers to repay their mortgages did not arise to the same extent as they would have if the 
originating banks had held on to the underlying mortgages until maturity. The "originate-to-
distribute" model contributed to the decline in underwriting standards. 

                                                           
5
 See in particular the following recent BIS and IMF research: Cecchetti and Kharroubi (2012), Arcand et al. (2012), and 

Cecchetti et al.  (2011). 
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On 30 July 2007, Deutsche Industriebank IKB became one of the first European banks hit by the crisis. 
IKB, a traditional lender to German small and medium-sized enterprises (SMEs), had built a large 
portfolio of asset backed commercial paper (ABCP) funds, which were mostly invested in RMBS, 
commercial real estate and collateralised ƭƻŀƴ ƻōƭƛƎŀǘƛƻƴǎ ό/[hǎύΦ LY.Ωǎ !./t ǎǘǊǳŎǘǳǊŜŘ ǾŜƘƛŎƭŜǎ 
were refinanced short-term in the commercial paper market and carried the guarantee of their 
parent. This strategy came under severe stress, when Bear Stearns revealed on 16 July 2007 that two 
of its sub-prime hedge funds had recorded huge losses. Within days, the market for ABCPs closed, 
ŀƴŘ LY. ǿŀǎ ǳƴŀōƭŜ ǘƻ Ǌƻƭƭ ƻǾŜǊ ƛǘǎ ŦǳƴŘǎΩ ǎƘƻǊǘ-term debt. On 30 July, a rescue package was 
announced, arranged by the German central bank, the regulator and KfW, IY.Ωǎ ƻǿƴŜǊΦ  

Within days, the situation in European financial markets deteriorated. As trust eroded, the interbank 
market went into gridlock. The European Central Bank (ECB) had to intervene on 9 August 2007 with 

a massive liquidity injection of ϵ95 billion. In December 2007, another round of ϵ300 billion was to 
follow. 

Investors started to liquidate their RMBS portfolios causing a significant drop of RMBS prices. By 
December 2007, the equity tranches of certain vintages of RMBS had lost up to 80% of their value. 
Similarly, certain vintages of AAA-rated tranches lost up to 60%. Prices did not start to recover until 
2009. In addition, the opportunity to hedge these portfolios began to evaporate, as US monoline 
insurers, which had provided loss protection, began to close to new business. The RMBS indices 
became illiquid, as there were no more sellers of price protection.  

The European financial industry was affected in four ways during this period: 
1) Several banks held large RMBS positions in their fixed income trading book, which they 

described as market-making inventory. These positions were in effect carry trades designed 
to boost the performance of their fixed income divisions.  

2) Many banks with a structural deposit surplus opted to use this surplus to build investment 
portfolios. These portfolios contained European sovereign debt but also structured credits, 
i.e. MBS. Almost all banks kept their investments in the banking book. Under the IFRS rules, 
banks were allowed to delay the recording of impairments for up to 12 months. But market 
participants were aware of the accounting treatment of the investment portfolio and trust 
quickly eroded. The banks ran into funding difficulties and the problems in their investment 
portfolios surfaced a year later when postponing the recording of impairments was no longer 
possible. 

3) Due to the gridlock in the interbank market and the loss of trust between financial 
institutions, banks with a short-term and capital-market-oriented funding profile lost access 
to liquidity. The ECB kept the euro area banks afloat with continued liquidity injections. 
Northern Rock had to apply for emergency liquidity aid from the Bank of England in 
September 2007; eventually, it was nationalised in February 2008 (see Chapter 3).  

4) The events of summer 2007 sharply reversed the expanding trend of the shadow banking 
system (e.g. ABCP, CLO Funds and Structured Investment Vehicles (SIV)). Banks which had 
sponsored and placed ABCPs, CLOs and SIV debt with investors were impacted by the demise 
of parts of the shadow banking industry. Sponsoring banks were pressured to put these 
structures back onto their balance sheet. 

Overall, in this first wave, investment portfolios were the root cause for the staggering losses 
experienced by the financial industry. When the price of MBS collapsed, significant write-downs 
became necessary. The uncertainty of what banks held on their balance sheet, combined with 
ƛƴǾŜǎǘƻǊǎΩ ŦŜŀǊǎ ǘƘŀǘ ƻŦŦ-balance sheet transactions might have to be put back on the balance sheet, 
seriously undermined trust in banks and harmed the functioning of the interbank market. 
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2.2.2 Wave two: "Systemic crisis phase" (as of September 2008): liquidity evaporates 

The financial stress intensified dramatically when Lehman Brothers collapsed over the weekend of 
12/13 September 2008 (see chapter 3). The crisis truly became "systemic". As investors realised that 
large, complex financial institutions would not always be sold or bailed out, prices of bank stock and 
hybrid capital fell sharply. It was unclear to what degree the collapse of Lehman had damaged the 
ŘŜǊƛǾŀǘƛǾŜ ƳŀǊƪŜǘǎΦ {ǇŜŎǳƭŀǘƛƻƴ ŀōƻǳǘ ǘƘŜ ǎƛȊŜ ƻŦ [ŜƘƳŀƴΩǎ Ǝƭƻōŀƭ ǇƻǊǘŦƻƭƛƻ ŀƴŘ Ƙƻǿ ƳǳŎƘ ōŀƴƪǎ 
could lose dominated the headlines. Within days, volatility in global capital markets reached 
unknown peaks, credit spreads increased further and investors moved their holdings into the safety 
of US treasury bonds. Accordingly, US dollar (USD) interest rates dropped and the USD appreciated.  

Under these circumstances of evaporating market trust, liquidity for banks disappeared, and it 
became impossible for even the biggest and strongest banks to access either short or long-term 
funding. Banks which were excessively funded in the short-term money market or reliant on 
securitisation ran out of cash in the fourth quarter of 2008. The massive liquidity injections by central 
banks around the globe could not stem the tide. Many of the banks with liquidity problems had run 
out of eligible collateral for central bank operations. Unprecedented state aid was the direct 
consequence (see Boxes 2.1 and 2.2). 

The liquidity stress also revealed deep flaws in the global interbank market. A review of the interbank 
creditor list of failed institutions demonstrates that many smaller banks or savings institutions were 
creditors to larger banks, often across borders. Since there were no large exposure rules for 
interbank lending at the time, the amounts lent exceeded in many cases the capital of the lending 
institutions. The government-led bailout of larger banks thus became imperative. Without it, many 
smaller banks would also not have survived the fourth quarter of 2008 unaided. 

Moreover, deposit guarantee schemes in Europe generally were inadequate given the systemic 
nature of the crisis. The available funds were insufficient and quickly depleted, requiring additional 
intervention of governments to guarantee deposits. In addition, a number of measures were taken to 
protect consumers and restore their confidence, including an increase in and a harmonisation of the 
insured deposits across the EU. Cross-border arrangements in the existing schemes proved 
particularly inadequate. The case of the Icelandic banks with substantial depositors in the UK and the 
Netherlands, among other countries, is the most prominent example. In both cases, the respective 
governments had to step in to protect their depositors. 

Whilst the disappearance of liquidity in the funding markets was the most visible effect of the 
collapse of Lehman, liquidity in other capital market instruments disappeared as well. Banks 
attempted large-scale asset sales in order to raise cash but there were no buyers. This led to wide 
discrepancies between cash and index markets. The spread between corporate bond interest rates 
and their respective credit default swaps (CDSs) widened sharply. In the equity option markets, 
liquidity for long-term options dried up whilst short-term options remained available. Thus, 
investment banks, which hedged their trading books with index products or engaged in dynamic 
hedging strategies, were suddenly exposed to large basis risk. This, in combination with the sheer 
size of the trading books, was the key driver for the multi-billion losses in investment banks at the 
time. In addition, proprietary-trading strategies added significantly to trading losses.  

Modern risk management tools turned out to be strongly pro-cyclical. Whilst the collateralisation of 
derivatives trading between two institutions makes inherent sense, it also exposes both sides to price 
volatility and deterioration of their own credit quality. When volatility increased and ratings were 
downgraded (post-Lehman), the collateral which banks had to post to each other increased exactly at 
the time as liquidity was impossible to access. Many banks had not anticipated such demands and 
had insufficient buffers, which amplified their problems.  

Money market funds, which had invested in subordinated bank debt to improve their yield, were 
ŎƭƻǎŜ ǘƻ άōǊŜŀƪing ǘƘŜ ōǳŎƪέ ƻǊ ƘŀŘ ŀƭǊŜŀŘȅ ŘƻƴŜ ǎƻΦ ! ϦǊǳƴϦ on US money market funds took place, 
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and the US government felt it had no other choice than to guarantee these funds. The money market 
funds industry in Europe, which is smaller, encountered similar problems. 

In sum, the key feature of the Lehman bankruptcy was the drying up of liquidity for banks, as a 
materialisation of systemic risk. Any institution which significantly relied on short-term wholesale 
funding had to resort to state aid. Large injections of liquidity by central banks were necessary to 
keep the financial system afloat, and governments had to take equity stakes in failing institutions and 
guarantee newly issued debt to prevent their collapse (see Boxes 2.1 and 2.2). The weaknesses of the 
international payment systems became visible, as well as the structural shortcomings of deposit 
guarantee schemes in dealing with systemic crisis. It also turned out that the hedging strategy of 
many investment banks fell apart when basis risk increased dramatically. 

Box 2.1: Post-Lehman: The State to the rescue  

When the crisis intensified in September 2008 with the bankruptcy of Lehman Brothers, governments in 
advanced economies stepped in to provide support to banks and financial institutions, through both 
standalone actions directed at individual institutions and system-wide programmes. Measures included 
ǊŜƛƴŦƻǊŎŜŘ ŘŜǇƻǎƛǘ ƛƴǎǳǊŀƴŎŜ ǘƻ ƘŜƭǇ ǇǊŜǾŜƴǘ ōŀƴƪ ǊǳƴǎΣ ŎŀǇƛǘŀƭ ƛƴƧŜŎǘƛƻƴǎ ǘƻ ǎǘǊŜƴƎǘƘŜƴ ōŀƴƪǎΩ ŎŀǇƛǘŀƭ ōŀǎŜΣ 
explicit guarantees on liabilities to help banks retain access to wholesale funding, and purchases or guarantees 
ƻŦ ƛƳǇŀƛǊŜŘ άƭŜƎŀŎȅέ ŀǎǎŜǘǎ ǘƻ ƘŜƭǇ ǊŜŘǳŎŜ ǘƘŜ ŜȄǇƻǎǳǊŜ ƻŦ ōŀƴƪǎ ǘƻ ƭŀǊƎŜ ƭƻǎǎŜǎ ƛƴ ǘƘŜƛǊ ŀǎǎŜǘ ǇƻǊǘŦƻƭƛƻǎΦ 
Taxpayers' money was implicitly or explicitly put at risk (see also Box 2.2). The overall objective of such massive 
intervention was to avoid widespread bankruptcies of financial intermediaries and to contribute to restoring a 
normal functioning of financial intermediation. The magnitude of the actions taken to support the banking 
system has been unprecedented. 

The facǘ ǘƘŀǘ ƴƻ ƳŀƧƻǊ ŎǊŜŘƛǘ ŜǾŜƴǘ ǘƻƻƪ ǇƭŀŎŜ ŀŦǘŜǊ [ŜƘƳŀƴΩǎ ŘŜƳƛǎŜ ƛǎ ŘǳŜΣ ŀǘ ƭŜŀǎǘ ƛƴ ǇŀǊǘΣ ǘƻ ǘƘŜ ǎǿƛŦǘ 
implementation of the rescue measures. Pannetta et al. (2009) provide a comprehensive timeline and 
description of the main state actions in the period September 2008-June 2009.  

Although the unprecedented scale of the state aid intervention comes at the price of distortions and 
ƛƴŜŦŦƛŎƛŜƴŎƛŜǎΣ ƻǾŜǊŀƭƭ ƛǘ ƛǎ ŦŀƛǊ ǘƻ ǎŀȅ ǘƘŀǘ ǘƘŜ ǊŜǎŎǳŜ ƳŜŀǎǳǊŜǎ ƘŀǾŜ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ŀƴ ŀǾƻƛŘŀƴŎŜ ƻŦ άǿƻǊǎǘ ŎŀǎŜ 
ǎŎŜƴŀǊƛƻǎέΣ ƛƴ Ǉŀrticular by reducing the default risk of major banks and systemic crisis. 

Source: Pannetta et al. (2009). 

 

2.2.3 Wave three: "Economic crisis phase" (as of 2009): fiscal stimulus and automatic stabilisers 

After the dramatic events of 2008, with massive bailouts on both sides of the Atlantic, 2009 was 
relatively calm in the financial markets. The price recovery in 2009 helped banks to repair their 
balance sheet and income statements. In terms of financial performance, 2009 turned out to be a 
rebound year, with many banks boosting profits and also returning to some of the old practices, such 
as large bonus payments.  

The debate about necessary reforms of the financial system accelerated during 2009. The newly 
created Financial Stability Board (FSB) took a leading role, together with the Basel Committee on 
Banking Supervision (Basel Committee). Their work eventually led to the drafting of new rules for 
trading book, capital and liquidity (Basel 3), which were announced in September 2010. 

However, matters looked much worse in relation to the real economy and public finances. The 
serious malfunctioning of financial intermediation after the Lehman collapse negatively affected 
world trade, with adverse consequences for growth globally. All major countries around the world 
had approved large stimulus packages to prevent the world economy from sliding into a global 
depression. Whilst these fiscal efforts had a considerable positive short-term impact in preventing a 
worst case "Great Depression" scenario, their long-term impact was uncertain. Moreover, automatic 
stabilisers were activated following the significant rise in unemployment and the decline in tax 
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receipts that accompanied the sharp drop in real GDP and the outlook of a protracted recession. The 
stimulus spending, together with the increasingly important automatic stabilisers and the cost of 
state aid measures, jointly had a significant impact on the level of sovereign debt (see section 2.4.3). 
The downward adjustment in long-term growth across the globe worsened the outlook for economic 
recovery and debt sustainability. 

2.2.4 Wave four: "Sovereign crisis phase" (as of 2010) 

¢ƘŜ ŜǳǊƻ ŀǊŜŀΩǎ ǎƻǾŜǊŜƛƎƴ ŘŜōǘ ŀƳƻǳƴǘǎ ǘƻ ϵ8.3 trillion or around 87% of 2011 GDP. This number is 
comparable to the sovereign debt level of the United States and significantly lower than that of 
Japan. Thus, in these comparative terms, the sovereign debt problem seemed manageable. However, 
the euro area is not a fiscal union such as the USA, and some Member States are much more 
indebted than suggested by the above average. When the new Greek government revealed the true 
ǎƛȊŜ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŘŜŦƛŎƛǘ ŀƴŘ ŘŜōǘ ƛƴ bƻǾŜƳōŜǊ нллфΣ ǎƻǾŜǊŜƛƎƴ Ǌƛǎƪ ƳƻǾŜŘ ǘƻ ǘƘŜ ƘŜŀŘƭƛƴŜΦ 

As the discussion on DǊŜŜŎŜΩǎ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ŀƴŘ Ƙƻǿ ƛǘ ǿŀǎ ǘƻ ōŜ ǎƻƭǾŜŘ remained undetermined, 
ǎǇŜŎǳƭŀǘƛƻƴ ŀōƻǳǘ ǿƘƻ ƻǿƴŜŘ DǊŜŜƪ ŘŜōǘ ƛƴǘŜƴǎƛŦƛŜŘΦ aŀƴȅ ƛƴǾŜǎǘƻǊǎ ŦŜŀǊŜŘ ǘƘŀǘ Ƴƻǎǘ ƻŦ DǊŜŜŎŜΩǎ 
sovereign debt was owned by European banks. In May 2010, after lengthy negotiations, the Greek 
government eventually accepted a ϵ110 billion EU/IMF led rescue package, scaled to allow the 
refinancing of its debt out to 2014. Simultaneously, a ϵ750 billion emergency fund was created jointly 
by EU Member States and the IMF to support other weaker EU economies. In November 2010, 
Ireland asked for financial assistance from that emergency fund. In April 2011, Portugal followed. 

The long political process to put together sufficient firewalls at European level and to find a solution 
for Greece, Ireland and Portugal, combined with the attempts to restore market confidence, imposed 
significant costs on the European banking sector. By 2010, many institutional investors had 
completely liquidated their holdings of financial stocks and were reluctant to invest in European bank 
shares. They considered banks as too complex, insufficiently transparent and with uncertain future 
cash flows.  

Access to debt capital markets also started to close again for all but the strongest European banks. As 
shown in the developments of five-year CDS spreads (chart 2.2.1), senior unsecured debt investors 
began to require higher risk premia. By May 2010, CDS spreads were already higher than after the 
collapse of Lehman (rising to even higher levels in 2011 and 2012).   

Chart 2.2.1:  iTraxx 5y CDS spreads of European financials  

 

 

Source: Bloomberg.   

The most affected institutions were smaller and medium sized banks, not only in Portugal, Spain and 
Italy, but also in other European Member States. In Greece, all banks lost their access to capital 
markets.  
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For an individual financial institution, the temporary inaccessibility of the unsecured bond market is 
as such not alarming, as long as the central bank can step in to provide liquidity. However, if debt 
capital markets remain closed for a long period, a dangerous dynamic can start to emerge. Without 
being able to issue senior unsecured debt, European banks had to rely on covered bonds or secured 
short-term funding from the ECB. Thus, the maturity profile of their liabilities shortened and the level 
of encumbered assets increased. Both trends made banks even less attractive for unsecured 
bondholders. 

As a direct consequence, the banks' lack of refinancing capacity forced them to address the asset and 
liability mismatch by reducing the asset side. Slowly but steadily, European banks began to withdraw 
from foreign markets in order to maintain their domestic presence. The commercial real estate 
market in London was one of the first to experience the departure of foreign banks and experienced 
a drop in credit supply; the Member States in Eastern Europe were next. 

Regulatory efforts to restore trust in European banks proved insufficient in 2010 and 2011. Whilst 
many banks passed the first EU-wide stress test, conducted in early 2010 by the Committee of 
European Banking Supervisors (CEBS), capital markets, financial analysts and the public at large were 
not convinced that the result reflected the true risks contained in the European banking system. In 
addition, as the regulatory debate on Basel 3 progressed and higher capital requirements became a 
corner stone of the reforms, weary investors fearing a further dilution of their investments shed bank 
stocks. 

In sum, whilst the real economy started to recover in 2010 from the demand shock the year before, 
the burden of high sovereign debt levels became a pressing issue for Europe. Since most institutional 
investors assumed that European banks held large portfolios of government debt on their balance 
sheets, trust in the European banking system eroded, equity prices decoupled from banks in the rest 
of the world and debt capital markets slowly but steadily closed for most European financial 
institutions.   

During the first half of 2011, it became apparent that Greece would not be able to meet the 
budgetary targets set by the Troika,6 nor would it be able to return to capital markets as expected. 
{ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ ŘŜŎƛŘŜŘ ǘƻ ŘƻǿƴƎǊŀŘŜ DǊŜŜŎŜΩǎ ǎƻǾŜǊŜƛƎƴ ŘŜōǘ ǘƻ /// in June 2011. It became 
apparent that a second rescue package was necessary for Greece. After lengthy negotiations, a 
second ϵ109 billion official support package was approved in July 2011. It included a swap for private 
debt holders, who would exchange their existing securities for partially collateralised papers with 
longer maturities and lower coupons, similar to Brady bonds which had been used to resolve the 
Latin American debt crisis. Under IFRS accounting rules, institutions holding Greek debt would have 
to write it down by between 20%-25%. The partial debt restructuring was construed in markets as a 
precedent with profound implications for sovereign debt markets. Despite a de facto write-down of 
Greek sovereign debt, no sovereign CDS were triggered at that point in time, as the proposal was 
deemed voluntary for bond holders.7 The non-triggering of sovereign CDS seemed to demonstrate 
their ineffectiveness as a hedging tool, which gave rise to further investor uncertainty on losses going 
forward.  

A second, improved European-wide stress test, organised by the new European Banking Authority 
(EBA), tried to address the sovereign debt exposures of European banks. In its press release of 15 July 
2011, the EBA published the total exposure of European banks to Greek sovereign debt and Greek 
banks, which amounted to ϵ31 billion. A buffer of ϵ39 billion was held against this sovereign 
exposure. 

                                                           
6
 The Troika refers to the European Commission, the European Central Bank and the International Monetary Fund. 

7
 Later, in March 2012, a credit event was declared and sovereign CDS were triggered (see below). 
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However, US money market managers reached different conclusions. Amid fears that the European 
banks would have to write down a much bigger portion of their Greek debt, money market funds 
began to cut their euro area exposures. The withdrawal of large amounts of funding caused 
significant tensions in both the swap and the foreign exchange market. Most European banks, which 
were structurally short in USD because their clients paid in Euros but needed products quoted or 
cross-ǊŜŦŜǊŜƴŎŜŘ ƛƴ ¦{5Σ ƭƻǎǘ ǘƘŜƛǊ ŀŎŎŜǎǎ ǘƻ ¦{5 ŦǳƴŘƛƴƎΦ ¢ƘŜ 9/.Ωǎ ǎǿŀǇ ƭƛƴŜ ǿƛǘƘ ǘƘŜ CŜŘŜǊŀƭ 
Reserve in the USA provided emergency assistance. In August 2011, the share prices of banks came 
under pressure, especially for those dependent on US dollar funding. Then the wider banking sector 
followed. In September the debt capital markets both in Europe and the United States were closed to 
even the strongest banks and would not open for the rest of 2011. Most European banks started to 
liquidate their USD-denominated assets. Loans and trade finance transactions, which were originated 
at spreads of around 100bp, were sold at 600bp in secondary markets by November 2011.  

The summer of 2011 brought additional financial pressures on the sovereign markets of Spain and 
Italy. As Spain and Italy's credit spreads increased, so did the conviction of many fund managers that 
the European banking system faced creditworthiness challenges. The change in the respective 
governments in the autumn of 2011 alleviated some of the fears. Nevertheless, the financial system 
of both Member States experienced an outflow of around ϵ50 billion of external funding in the 
fourth quarter of 2011. With refinancing requirements for Spain and Italy amounting to ϵ72 billion 
and ϵ200 billion that year, respectively, both countries represented a very substantial part of 
sovereign debt markets in the euro area. 

The EU and its Member States enhanced the existing crisis mechanism available to Member States in 
need of financial assistance (the European Financial Stability Fund, EFSF) and made progress to 
establish a permanent mechanism as a backstop against future crises (the European Stability 
Mechanism, ESM). In addition, coordinated by the EBA, the core Tier 1 capital requirements for 
9ǳǊƻǇŜΩǎ ƭŀǊƎŜǎǘ ōŀƴƪǎ ǿŜǊŜ ǘŜƳǇƻǊŀǊƛƭȅ ƛƴŎǊŜŀǎŜŘ ǘƻ ф҈ of risk weighted assets (by 30 June 2012) in 
order to break the feedback loop between sovereigns and domestic banks and increase the 
confidence in EU banks.  

As the year 2011 progressed, it became clear that Greece could not meet the terms of the second 
rescue package agreed in July. Based on IMF calculations, the EU asked the private sector for better 
terms. Discounts of 50% or more were proposed. These negotiations continued for the rest of 2011 
and were eventually concluded in February 2012. In March 2012, private holders of Greek debt took 
a 78% net present value haircut on their positions, at which point sovereign CDS were triggered.  

In December 2011, the ECB decided to offer banks a  three-year "Long-Term Refinancing Operations" 
(LTRO) at 1.0% interest. 523 banks signed up to ϵ489 billion LTRO money in the first round. A second 
round of LTROs followed in February 2012, with 800 banks signing up for ϵ529 billion. Both 
operations eased the stress in the European banking sector significantly and allowed a tentative 
reopening of the debt capital markets. On the other hand, using the drawn liquidity to increase 
government debt investments may have strengthened the bank-sovereign link, as banks 
headquartered in less creditworthy Member States may have been incentivised to perform carry-
trades with or without moral suasion of the respective sovereign. Moreover, it is unclear to what 
extent the low funding cost has been passed on in lower funding costs for SMEs, other corporates, 
and other borrowers. 

In sum, trust in the European banking system eroded further after Summer 2011, also in light of the 
sovereign debt crisis and weak economic growth prospects. Despite the large demand in both LTRO 
interventions, only 17 European banks were able to sell senior unsecured debt in March 2012. For 
the large majority of European banks, capital markets remained closed. US money market funds 
withdrew funds from Europe, triggering the closure of capital markets for all banks. Banks responded 
by deleveraging their balance sheet and by restricting the supply of credit. The EBA recapitalisation 
ƛƴƛǘƛŀǘƛǾŜ ŀƴŘ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǘƘŜ 9/.Ωǎ [¢wh ƻǇŜǊŀǘƛƻƴǎ ƘŜƭǇed to ease the situation. However, these 
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policies did little to diminish the link between sovereign debt and bank solvency which is at the core 
of the on-going problems in Europe. 

2.2.5 Wave five: "Crisis of Confidence in Europe": EU at the cross-roads 

Financial integration in Europe had progressed significantly in the years prior to the crisis, albeit 
mainly in the wholesale markets. The adoption of the euro and, shortly afterwards, the Financial 
Services Action Plan were major milestones in this integration process.   

However, the crisis has put a sharp halt to the financial integration process, and there is a risk of 
further fragmentation. This is discussed in section 2.5.3. For example, there has been a decline or 
reversal of some cross-border credit flows; banks have increasingly focused on their home markets 
and on meeting their domestic lending commitments; and there are increased differences in 
wholesale financing costs and retail interest rates between Member States (see European 
Commission (2012a)). Supervisors' focus on domestic financial stability exacerbated this process. 

In June 2012, the Presidents of the European Council, European Commission, Eurogroup and ECB, 
issued a joint report "Towards a Genuine Economic and Monetary Union" that sets out the four 
essential building blocks for the future EMU: an integrated financial framework, an integrated 
budgetary framework, an integrated economic policy framework and strengthened democratic 
legitimacy and accountability. In order to address the negative feedback loops between the 
sovereign crisis and banking sector, EU financial fragmentation, and macroeconomic imbalances, the 
European Council of June 2012 asked for a road map for the achievement of such a genuine 
Economic and Monetary Union. As a first step, following a specific call from the Euro Area Summit, 
the European Commission presented on 12 September 2012 legislative proposals for the 
establishment of a single supervisory mechanism in Europe, with a view of achieving a Banking Union 
going forward. Separately, on 6 September, the ECB decided on a number of technical features 
regarding the Eurosystem's Outright Monetary Transactions (OMTs) in secondary sovereign bond 
markets. The stated aim of the OMTs is to preserve the singleness of ECB monetary policy and the 
proper transmission of the ECB policy stance to the real economy throughout the euro area. OMTs 
enable the ECB to address potential distortions in government bond markets and aim to act as an 
effective back stop to remove tail risks from the euro area. Combined with a number of other 
developments, these led to an improvement of financial market sentiment compared to the 
beginning of summer 2012. However, a number of key risks to EU financial system stability remain at 
the time of finalising this report.  

2.3 Looking backward: EU bank sector developments leading up to the crisis 

2.3.1 Growth and size of EU banking sector 

The increased role of financial intermediation is evident from the growth in the (relative) size of the 
European banking sector in the years leading up to the financial crisis. Total asset growth significantly 
outpaced EU GDP growth, with total assets of MFIs8 ƛƴ ǘƘŜ 9¦ ǊŜŀŎƘƛƴƎ ϵпо ǘǊƛƭƭƛƻƴ ōȅ нллу όϵон 
trillion in the euro area), or about 350% of EU GDP (chart 2.3.1). With the onset of the crisis, there 
has been a slowdown in the relative growth of the sector to the EU economy, as evidenced by the 
stable ratio of GDP to total assets.       

                                                           
8
 "Monetary financial institutions" (MFIs) is the term used by the ECB. MFIs include credit institutions as defined in 

Community law, and other financial institutions whose business is to receive deposits and/or close substitutes for deposits 

from entities other than MFIs and, for their own account (at least in economic terms), to grant credits and/or make 

investments in securities. Note that money market funds are also classified as MFIs. 
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Chart 2.3.1:  Total assets of MFIs in EU 2001-2011 Chart 2.3.2: Total MFI assets 2001-2011 (index, 2001 = 
100) 

 

  

 

Note: Bar charts show total assets, dotted line shows assets in % 
of GDP. 
Source: ECB data.  

Source: ECB data.   

The EU aggregates mask the significant differences in sector size and growth rates between Member 
States (chart 2.3.2). For example, in the euro area, Ireland and Spain experienced the highest growth 
in bank assets, with double-digit annual growth during 2001 and 2008. High growth rates were also 
observed in the EU12 Member States (not shown in the chart, see Appendix 1), given the more 
limited bank sector development and resulting catch-up growth. Other Member States by 
comparison grew less in the years preceding the crisis. Correspondingly, there were also significant 
differences in the impact of the financial crisis, as discussed further below.  

The European banking sector is large by international comparison (see Table 2.3.1). For example, US 
banking sector assets make up only 80% of US GDP, given that the US economy is much more market 
intermediated, and that mortgages are largely held on the balance sheets of government-sponsored 
entities Fannie Mae and Freddie Mac. Moreover, there are significant accounting differences 
between IFRS (largely applicable to EU banks) and US GAAP applicable to US banks, such that simple 
comparisons are inappropriate. IFRS-compliant EU bank balance sheet totals may give a significantly 
(upward) biased picture when compared to US GAAP compliant US bank balance sheets. 
Nonetheless, the differences in the size of the banking sector in Europe partly reflect the greater 
dependence on bank intermediation of the European economy, with bank credit being the main 
source of finance for the EU private sector.   

Table 2.3.1:  Size of EU, US and Japanese banking sectors (2010) 

 EU USA Japan 

¢ƻǘŀƭ ōŀƴƪ ǎŜŎǘƻǊ ŀǎǎŜǘǎ όϵ ǘǊƛƭƭƛƻƴύ 42.9 8.6 7.1 
Total bank sector assets/GDP 349% 78% 174% 
¢ƻǇ мл ōŀƴƪ ŀǎǎŜǘǎ όϵ ǘǊƛƭƭƛƻƴύ 15.0 4.8 3.7 
Top 10 bank assets/GDP 122% 44% 91% 

Notes: Top 6 banks for Japan. 
Source: European Banking Federation (2011). 

There is however significant variation in the size of the industry between European countries. The 
largest banking sectors in absolute terms are in UK, Germany and France, with total assets of MFIs 
ŀƳƻǳƴǘƛƴƎ ǘƻ ϵфΦфо ǘǊƛƭƭƛƻƴΣ ϵуΦрн ǘǊƛƭƭƛƻƴ ŀƴŘ ϵуΦпр ǘǊƛƭƭƛƻƴΣ ǊŜǎǇŜŎǘƛǾŜƭȅΦ wŜƭŀǘƛǾŜ ǘƻ D5tΣ aCL ŀǎǎŜǘǎ 
in Luxembourg, Ireland, Malta and Cyprus appear largest, being offshore financial centres (chart 
2.3.3).  

20,000

25,000

30,000

35,000

40,000

45,000

50,000

20
01

20
02
20

03
20

04
20

05
20

06
20

07
20

08
20

09
20

10
20

11

T
o
t
a
l
 
a
s
s
e
t
s
 
(
ú
 
b
n
)

200%

250%

300%

350%

400%

E
U

 b
a
n
k
 a

s
s
e
ts

 in
 %

 o
f 
E

U
 

G
D

P

100

150

200

250

300

350

20
01

20
02

20
03

20
04

20
05

20
06
20

07
20

08
20

09
20

10
20

11

Germany

Denmark

Spain

France

UK

Ireland

EU Banking

EU GDP



HLEG  13  

Chart 2.3.3:  Total assets of MFIs in the EU, by country (in % of national GDP)  

 

 

Notes: Assets as of March 2012, GDP data for end 2011. Based on aggregate balance sheet of monetary financial institutions 
(MFIs). Vertical axis cut at 1000% (ratio for Luxembourg is 2400%). Data on MFI includes money market funds. 
Source: ECB data. Eurostat for GDP data.  

 

The rapid growth of the banking sector balance sheet intensified in a low interest rate environment 
and a surge in innovative, but often highly complex financial products that allowed banks (and other 
financial institutions) to expand their activities on- and off-balance sheet, without being constrained 
by the absence of equally strong growing deposits and helped by the general underpricing of risk by 
capital markets. Adrian and Shin (2008) provide evidence, that "Short term interest rates are 
determinants of the cost of leverage and are found to be important in influencing the size of financial 
intermediary balance sheets". The introduction of the Euro, as well as the build-up of macro-
economic imbalances, also played an important role in explaining bank sector growth.  

Banks have significantly expanded their activities over time.9 Traditionally, banks predominantly took 
deposits and made loans to individuals and corporates (commercial banking). Some also underwrote 
stocks and bonds and provided advisory services (investment banking), and managed assets for 
individuals and institutions (asset and wealth management services). Over time, however, other 
activities became increasingly important, such as dealer and market making activities, broker 
activities for professional investors and hedge funds, and proprietary trading. The latter activities are 
more opaque, difficult to monitor and supervise, and more remote from core banking services. Such 
extension of bank activities gives rise to a substantial lengthening of intermediation chains between 
ultimate lenders and ultimate borrowers, in turn giving rise to increased interconnectivity and 
counterparty risk within the banking sector. The growth in banks' new activities was accompanied by 
rapid growth of institutional money and banks serving these new institutional clients. 

From the early 2000s securitisation markets had grown in importance to such an extent that they 
created a "shadow" banking system built up by SPVs and SIVs, largely outside the scope of bank 
regulation. A variety of instruments contributed to the intermediation of credit outside the regulated 
banking system, ranging from ABCP to CDOs and many other types of ABS. The issuance of ABS 
mainly took place in the USA and dwarfs the issuance in the euro area and UK (see chart 2.3.4). But 
many banks in Europe had built up sizable positions in these markets either directly or indirectly, 
both for trading and for investment purposes.10 The key drivers in the growing importance of these 
ABS positions were a general "search for yield", which led many investors to diversify away from 

                                                           
9
 See Richardson et al. (2010). 

10
 See for example Table 1.3 of the April 2010 Global Financial Stability Report of the IMF. 
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equity markets after the bursting of the "dot com" bubble in the early 2000s, as well as the 
widespread reliance on -supposedly- risk free triple-A ratings, which many ABS tranches originally 
had. Overall, banks had significantly stretched their balance sheet against a backdrop of easy credit 
conditions, an environment of low interest rates and ǇŜǊŎŜƛǾŜŘ ƭƻǿ ǊƛǎƪΦ Lƴ ǇŀǊǘƛŎǳƭŀǊΣ Ƴŀƴȅ ōŀƴƪǎΩ 
large ABS positions were financed by historically high leverage and an over-reliance on short-term 
wholesale funding through repo markets.  

Over the same period, there was also a significant growth in derivatives. While in principle useful for 
hedging various kinds of risk, derivatives were also associated with speculation and excessive risk-
taking and exacerbated the severity of the crisis by increasing counterparty risk and 
interconnectedness in the system. The growth in derivatives was particularly pronounced in the over-
the-counter (OTC) market rather than in the regulated exchange-traded market (chart 2.3.5).    

Chart  2.3.4:  Issuance of asset-backed securities 1999-
нллф όϵ ōƛƭƭƛƻƴύ 

Chart 2.3.5: International derivatives markets, notional 
value of amounts outstanding 1998-2010 ($ 
billion) 

  
Source: Dealogic data.  Source: BIS data. 

2.3.2 Changes in the structure of EU aggregate banks' balance sheets  

The total capital held by EU banks has become an increasingly thin slice of the aggregate EU balance 
sheet (chart 2.3.6). The increases in leverage meant that banks could expand faster and to a higher 
level than would have been possible had they maintained the same capital ratios as they held 
historically. The risk weighting and internal models introduced in Basel 2 supported this. It allowed 
banks to record relatively high rates of return on equity, but the increased leverage led to a lower 
resilience and reduced ability to absorb shocks and losses. 

As regards non-equity funding, important developments occurred. Retail deposits grew roughly in 
line with EU GDP and did not allow bank balance sheet growth to outpace GDP growth. EU banks 
funded their rapid growth with funding in the interbank markets (unsecured) and wholesale repo 
markets (secured) instead.   
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Chart  2.3.6: Evolution of liabilities of MFIs 1998-2012 
(euro area, ϵ ōƛƭƭƛƻƴ) 

Chart  2.3.7: Evolution of assets of MFIs 1998-2012 
(euro area, ϵ ōƛƭƭƛƻƴ) 

  

Notes: Customer deposits are deposits of non-monetary 
financial institutions excluding general government. 
Source: ECB data. 

Notes: Customer loans are loans to non-monetary financial 
institutions excluding general government. 
Source:  ECB data. 

Similarly, on the asset side of bank balance sheets, the relative importance of customer loans has 
fallen over time (chart 2.3.7). This applies in particular to loans to households and non-financial 
corporates. The proportion of interbank lending in total lending increased over time, reflecting 
greater interbank activity and interconnectedness between banks.  Also, trading assets and other 
assets increased substantially, relative to banks' total assets.  

There is, again, significant variation between EU Member States, also reflecting the difference in 
bank business models, as discussed in more detail in Chapter 3. In addition, different Member States 
display different savings patterns (e.g. with households in some Member States saving less in the 
form of deposits and more, say, in pension and insurance products, for tax and other reasons) and 
financing patterns (e.g. with corporates more reliant on bank finance in some Member States, due to 
the size and liquidity of the local capital market, the structure of the corporate sector and other 
reasons). Charts 2.3.8 and 2.3.9 contain more statistics on the total balance sheet and the level of 
bank loans and deposits by country (as a percentage of total assets).   

Chart 2.3.8: Ratio of deposits of non-MFIs to total assets 
of MFIs, by country  

Chart 2.3.9: Ratio of loans to NFCs and households to 
total assets of MFIs, by country 

  
Notes: Shows deposits of non-monetary financial institutions 
(non-MFI) relative to total assets, as reported in aggregate 
balance sheet of MFIs per country. Deposits are those of 
domestic counterparties only, with domestic referring to euro 

Notes: Shows loans to non-financial corporations (NFCs) and 
households relative to total assets, as reported in aggregate 
balance sheet of MFIs per country.  

0

5000

10000

15000

20000

25000

30000

35000

M
a

r-
1

2
M

a
r-

1
1

M
a

r-
1

0
M

a
r-

0
9

M
a

r-
0

8
M

a
r-

0
7

M
a

r-
0

6
M

a
r-

0
5

M
a

r-
0

4
M

a
r-

0
3

M
a

r-
0

2
M

a
r-

0
1

M
a

r-
0

0
M

a
r-

9
9

M
a

r-
9

8

Other liabilities Customer deposits

Capital and reserves

0%

10%

20%

30%

40%

50%

60%

70%

80%

L
UIE

M
T

B
E

G
B

F
R

D
EF
I

A
T

N
LITC
Y

D
K

C
Z

S
E

P
T

H
UE
S

L
T

E
L

S
L

R
O

S
K

P
L

B
UL
I

E
E

Loans to households Loans to NFCs



HLEG  16  

area for the EA17 members.  
Source: ECB data (March 2012). 

Source: ECB data (March 2012). 

The shift in activities is not only evident when looking at the asset side of banks' balance sheets, but 
also from the evolution of the different income sources of banks.  The share of net interest income 
which is typically associated with the basic lending and deposit-taking activities of banks has fallen, 
whereas the share of other income sources, including fees and commissions and other non-interest 
income, has risen. Once more, there are significant differences between Member States (and 
between banks). Banks in several Member States in Central and Eastern Europe (CEE) for example 
earn a high proportion of net interest income relative to total assets than banks in countries such as 
Sweden, UK, Finland, Ireland and Luxembourg, as measured by the share of net interest income 
relative to total assets (chart 2.3.10).    

Chart 2.3.10: Net interest income relative to total assets, 2011, by country (percentage) 

 
Source: ECB consolidated banking data. 

2.3.3 Expansion of international business activity  

The growth in the banking sector was accompanied by an increased internationalisation of activities, 
both within the EU and globally. Financial integration occurred at a very rapid pace, spurring large 
credit and other capital flows between countries. European banks grew their international business 
particularly quickly (chart 2.3.11), aided by the single market in the EU and, within the euro area, the 
common currency.  

Chart 2.3.11: Cross-border assets and liabilities of euro 
area banks 1977-2011 

Chart 2.3.12: Share of cross-border banking assets in EU 
1997-2009 

  
Source: Shin (2012).  Note: Shows share of assets of non-domestic subsidiaries and 

branches relative to total banking assets. Measured for EU 27.   
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Source: Schoenmaker (2011), based on ECB data.  

Cross-border penetration of EU banking markets also grew prior to the crisis (chart 2.3.12), in 
particular in the wholesale markets; but the degree of cross-border bank penetration differs 
significantly between EU Member States (see table 2.3.2). In some EU Member States, in particular 
the larger economies of the EU15, the share of assets of non-domestic banks is more limitedτthese 
Member States tend to export banking services to other Member States and are home to large 
banking groups. By comparison, in other Member States, including in particular several EU12 
Member States, the banking sector is dominated by non-domestic banks which in some cases have a 
share of more than 80% or 90% of total bank sector assets.   

Table 2.3.2: Number and total assets of domestic credit institutions versus foreign subsidiaries and branches, 
2011  

 

No. of credit 
institutions % domestic  % foreign 

Total assets 
όϵ billion) % domestic % foreign 

AT 707 90.9 9.1 1,166 74.9 25.1 

BE 17 58.8 41.2 1,147 48.5 51.5 

BG 31 25.8 74.2 39 23.5 76.5 

CZ 38 13.2 86.8 168 5.1 94.9 

CY 39 15.4 84.6 125 68.4 31.6 

DE 1,737 95.3 4.7 7,996 94.8 5.2 

DK 113 95.6 4.4 920 87.7 12.3 

EE 18 22.2 77.8 20 5.7 94.3 

ES 230 44.3 55.7 3,915 92.1 7.9 

FI 111 73.0 27.0 634 22.1 77.9 

FR 17 82.4 17.6 6,674 96.7 3.3 

GR 40 27.5 72.5 425 80.8 19.2 

HU 172 82.6 17.4 110 39.1 60.9 

IE 31 12.9 87.1 1,193 32.0 68.0 

IT 67 86.6 13.4 2,794 91.5 8.5 

LT 19 21.1 78.9 24 9.9 90.1 

LU 141 7.1 92.9 795 7.9 92.1 

LV 28 42.9 57.1 26 37.7 62.3 

MT 26 38.5 61.5 52 20.2 79.8 

NL 92 31.5 68.5 2,832 88.8 11.2 

PL 640 91.9 8.1 297 36.2 63.8 

PT 109 50.5 49.5 513 77.8 22.2 

RO 39 17.9 82.1 84 16.7 83.3 

SE 23 87.0 13.0 1,618 99.6 0.4 

SI 21 47.6 52.4 53 72.6 27.4 

SK 30 13.3 86.7 55 11.0 89.0 

UK 177 51.4 48.6 11,143 69.0 31.0 

Total EU 4,713 78.3 21.7 44,818 80.1 19.9 
Source: ECB consolidated banking data. Note that the definition and scope of this data is different compared to the MFI data 
set of Chart 2.3.1, e.g. capturing credit institutions and is measured at consolidated level. 

2.3.4 Sector consolidation and the emergence of very large institutions 

The EU banking sector has undergone continuous consolidation (chart 2.3.13). The largest 
institutions have generally grown bigger over time (chart 2.3.14). Further consolidation can be 
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expected, spurred by the impact of the crisis (see also section 2.5.1). As a result, market 
concentration is likely further to increase over time (although the banking sectors in many EU 
Member States remain less concentrated than some other industry sectors). 

In general, measures of market concentration cannot be mapped one-to-one onto the alleged degree 
of competition, or the lack thereof, of the sector. The latter will also, and importantly, depend on the 
contestability of the sector, i.e. the ability of new entrants to enter and credibly challenge 
incumbents.11 In the banking sector, entry can be considered suboptimal from a competition point of 
view, due to formal and informal barriers to entry for domestic and foreign banks, activity 
restrictions, other regulatory requirements, lack of transparency and switching costs.12  

Chart 2.3.13: Number of MFIs 1999-2011 Chart 2.3.14: Concentration ratio (market share of top 5 
banks in total assets) 

  

Notes: The jumps in the series are due to enlargement or entry 
into the euro area.  
Source: ECB data.  

Source: ECB data. 

Over time, some very large financial institutions have emerged that focus on a broad mix of activities 
and coexist in the market with a large number of smaller, more specialised institutions with different 
ownership structures, including public banks, cooperatives and savings banks, as further discussed in 
Chapter 3.    

The ten largest European banks have ǘƻǘŀƭ ŀǎǎŜǘǎ ŜȄŎŜŜŘƛƴƎ ϵм ǘǊƛƭƭƛƻƴ ŀǘ ŜƴŘ нлмм and are 
headquartered in the UK, Germany, France and Spain. For some, total assets are well in excess of the 
national GDP of the county in which they are headquartered. Even in comparison to total EU GDP, 
those banks appear large also in global terms. Half of the world's largest 30 banks by total assets as 
reported in 2011 are EU banks.  

While some banking markets are dominated by large domestic banks (e.g. France, Sweden and UK), 
others are characterised by a more diverse banking market that also has smaller banks (e.g. Austria, 
Germany and Spain) or, in the case of the EU12 and a few other Member States, the markets are 

                                                           
11

 No full-fledged competition analysis of the EU banking sector has been carried out given the short time frame available 

and the complexity and broad ranging nature of the topic, but the general statements made here can be backed up by 

findings in relevant studies and reports, such as European Commission (2007), UK House of Commons (2011), and others.  
12

 Formal barriers to entry refer to legal entry requirements and supervisory approval, as banking is a licensed industry. 

Informal barriers may include economies of scale and scope (at least up to a minimum size and complexity and depending 

on the activity mix, see Appendix 4 of Chapter 3 for a literature review), reputation, privileged access to inputs or 

technology, established sales and distribution networks, risks and costs of failure, and the behaviour of dominant 

incumbents. 
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dominated by foreign players (chart 2.3.15). Thus, when it comes to size, banking sectors differ not 
only in their aggregate size, but also in the size of the individual banks.  

Chart 2.3.15: Total assets held by foreign-controlled subsidiaries and branches and small, medium, and large 
domestic banks (as % of total assets), 2011 

 
Source: ECB consolidated banking data. 

2.4 Impact of the financial crisis 

2.4.1 Impact of the financial crisis on banks 

The banking sector in the EU and elsewhere experienced significant losses during the different waves 
of the crisis, which for some banks were particularly severe.13 The losses are also reflected in banks' 
share price performance (chart 2.4.1) and return on equity (chart 2.4.3). The average cumulative 
total returns of euro area, UK, and US financials were extraordinary high in the period 2000-2007, 
but were subsequently wiped away entirely as the crisis struck (chart 2.4.2). As regards the book 
return on equity, following sharp losses for many banks in 2008 and 2009, profitability recovered 
somewhat in 2010, but deteriorated again in 2011 (chart 2.4.3). While in the first half of 2011 
profitability indicators remained on a level comparable to 2010 on average, the dispersion in profits 
increased and some banks experienced sharp declines in profitability.  

                                                           
13

 A number of case studies are presented in chapter 3. 
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Chart 2.4.1: Stock market performance: Dow Jones Euro 
Stoxx Banks price index (2007 = 100) 

Chart 2.4.2: Cumulative returns 2000-2009 for different 
financial institutions 

  

Source: Bloomberg data. Notes: Shows weighted average market capitalisation 
cumulative returns for a sample of banks and insurers in S&P 
500, FTSE, All Share and DJ EuroSTOXX indices as of March 2009. 
Excludes firms for which returns not quoted over entire sample 
period. Source: As reported in Haldane et al. (2010).  

Chart 2.4.3: Return on equity for large euro area banking 
groups (2006-2011) 

 

Notes: Based on sample of 20 euro area banking groups. Shows 
minimum, maximum and median. 
Source: ECB data. 

2.4.2 State aid to the benefit of banks 

During October 2008 to end нлмлΣ 9ǳǊƻǇŜŀƴ ƎƻǾŜǊƴƳŜƴǘǎ ǳǎŜŘ ŀ ǘƻǘŀƭ ƻŦ ϵмΦс ǘǊƛƭƭƛƻƴ ƻŦ ǎǘŀǘŜ ŀƛŘ ǘƻ 
support the banking sector, in the form of guarantees and liquidity support, recapitalisation and 
asset relief measures (see Box 2.2). It was perceived that, without government intervention, a 
systemic crisis with serious consequences for the economy would have materialised (see Box 2.2).   
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Box 2.2: State aid measures in the context of the financial and economic crisis 

Between 2008 and October 2011, the national parliaments of the Member States committed in total to 
ϵпΦрǘǊƛƭƭƛƻƴ όосΦт҈ ƻŦ 9¦ D5tύ ƻŦ ǎǘŀǘŜ ŀƛŘ ƳŜŀǎǳǊŜǎΣ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǿƘƛŎƘ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ƎǳŀǊŀƴǘŜŜǎ ƻƴ ōŀƴƪ 
liabilities with maturities up to 5 years. 

Parliamentary approved amounts of state aid in the period 10/2008-10/2011 in the EU: 

  

In terms of actually used state aid (as opposed to approved by the respective parliaments), the overall amount 
during October 2008 and end нлмл ŀƳƻǳƴǘǎ ǘƻ ϵплф billion for recapitalisations and asset relief measures, plus 
ϵмΦн trillion for guarantees and other liquidity measures. The amounts of state aid actually granted during the 
crisis have been concentrated in a few Member States and a limited number of institutions, even though the 
effects of direct aid have indirectly benefited the banking sector at large. 

Amounts of state aid actually used by the financial sector 

 
Notes:  Shows total amounts of used aid during October 2008 and December 2010, in percent of 2010 GDP. Vertical axis cut at 50%, such 
that high values for Ireland (269%) and Denmark (67%) are not shown. Eight Member States with zero amounts of used aid are omitted.  
Source: European Commission (2011a). 

 

It is noteworthy that a number of European banks that did not receive explicit state aid from their 
own national governments still benefited from other state support. For example, US authorities paid 
out significant amounts to settle exposures of its financial institutions, including most prominently 
AIG. AIG had insured obligations of various financial institutions (including European banks) through 
the usage of credit default swaps (CDS). However, AIG did not have the financial strength to support 
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its many CDS commitments (calls for collateral) as the crisis progressed and was effectively taken 
over by the government in September 2008.14 Had the US allowed AIG to fail, it is not all clear how 
any of the banks exposed to AIG counterparty risk would have fared faced with the additional losses 
(EU banks included), the drain on their capital, and the indirect effects of the turmoil that would have 
followed in the markets to which they were exposed. More generally, many banks that were not 
direct recipients of state aid benefited indirectly from bail-outs as creditors of the bailed-out 
institutions.   

In addition to the state aid granted by governments, the ECB and other European central banks 
provided significant amounts of liquidity support to banks. By the end of 2010, conditions had 
improved and banks' positions with the ECB returned to pre-crisis levels (see chart 2.4.4). However, 
with the increased sovereign debt problems from summer 2011 onwards, euro-area banks again 
started to increasingly rely on Eurosystem liquidity. The two long-term-refinancing operations (in 
December 2011 and February 2012) pushed total Eurosystem (gross) lending to euro-area banks 
ǊŜƭŀǘŜŘ ǘƻ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅ ƻǇŜǊŀǘƛƻƴǎ όathǎύ ǘƻ ǎƻƳŜ ϵмΦм ǘǊƛƭƭƛƻƴΦ  ¢ƘŜ ƴŜǘ ƭƛǉǳƛŘƛǘȅ ŀŘŘŜŘ ōȅ ǘƘŜ 
[¢whǎ ǿŀǎ ŀōƻǳǘ ϵр20 billion, as there were many reallocations from shorter-term loans to the new 
three-year facilities and the maturing six-month facility was not renewed.  

Chart 2.4.4: Liquidity providing operations of the Eurosystem (ϵ ōƛƭƭƛƻƴύ 

 

Source: ECB data. 

Even where banks did not receive any explicit state aid or liquidity support, they (or their creditors) 
may have benefited from significant implicit subsidies. While bank equity holdings have been 
severely diluted, bank debt holders of many failed (and non-failed) banks did not face any losses. To 
the extent that banks and creditors did not pay for this guarantee, it can be considered an implicit 
subsidy for banks that are "too systemic to fail". The implicit support is, amongst others, evident 
from the credit ratings of banks, which typically involve a "stand-alone rating" and a (higher) 
"support rating". Whereas the former assesses the bank's creditworthiness by looking at the net cash 
flow generation of the business activities as such, the latter takes into account the extent to which 
the bank implicitly enjoys backing from the state. Chart 2.4.5 shows the assessment by Moody's of 
the systemic support uplift for a sample of banks in different EU Member States in March 2012 and 
how it has changed since December 2010. Notably, the uplift has decreased markedly for two groups 
of Member States. The first group are EU Member States under a Troika programme obligation, 
reflecting their aggravating sovereign creditworthiness problems and reduced ability to of the 

                                                           
14

 Office of the Special Inspector General for the Troubled Asset Relief Program (2009). 
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sovereign to stand behind domestic banks. A second group (mainly UK and DK) is perceived by the 
market as being less likely to support their banks in view of recent regulatory reforms aimed at 
improving resolvability.     

It is inherently difficult to quantify the value of the implicit subsidy, which varies over time and 
becomes larger in times of crisis and also depends on the strength of the sovereign standing behind 
the banks, the resolution arrangements in the country, the size and perceived systemic importance 
of the banks, etc. However, the available evidence suggests that the transfer of resources from the 
government to the banking system via the implicit subsidy is significant. The available evidence also 
indicates that 90% of all implicit subsidies are channelled to the largest institutions, and much less so 
to medium-sized and small institutions (see Noss and Sowerbutts, 2012).  

Chart 2.4.5: Systemic support uplift of credit ratings of large international EU banks and changes during 2010-2012 

 
Notes: Uplift measured in terms of notches between all-in credit rating and stand-alone credit rating without systemic support. 
Number of headquartered banks in sample shown in parenthesis. Based on Moody's ratings in December 2010 and March 2012. 
Source: Schich and Lindh (2012).  

The implicit subsidy causes different types of distortion:15  

¶ Competitive distortionsτbanks that benefit from the implicit subsidy have a competitive 
advantage over those that do not. Guaranteed banks can benefit from cheaper funding to 
expand their business at the expense of non-guaranteed banks; 

¶ Excessive risk-takingτgiven the implicit guarantee, investors do not fully price in bank risk-
taking and banks are incentivised to take more risk than they would if their cost of funding 
reflected their activities; and 

¶ Misallocation of resources to banking sectorτguaranteed funding allows banks to grow 
more cheaply, diverting resources from other sectors of the economy, such as talented 
human capital, than would be the case in the absence of the subsidy.   

Reducing the implicit subsidy is therefore a key concern for policy makers (see also below). 

                                                           
15

  For a more detailed review, see Noss and Sowerbutts (2012) and Schich and Lindh (2012). 
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2.4.3 Impact of the financial crisis on the wider economy 

Importantly, the costs of banking crises go beyond the costs of explicit or implicit fiscal support and 
the central bank liquidity provision. While not all of the adverse economic consequences since the 
onset of the crisis can be attributed to failures in the banking sector, the banking sector had a key 
role to play, not only in terms of the costs of bailing out the banks, but also the costs related to the 
misallocation of resources and boom-bust cycles experienced in a number of Member States. 

The financial crisis has triggered a recession and significant job losses in the EU. The unemployment 
rate increased from a pre-crisis low of 7.3% to 11.1% in May 2012 at euro area level (10.4% at EU 
level). This average conceals sharp differences across Member States with the lowest rate in Austria 
(4.1%) and the highest rate in Spain (24.6%). 24.7 million people are unemployed in the EU, of which 
10.3 million are long-term unemployed. The number of unemployed has increased by more than 8 
million compared to March 2008. Average youth unemployment reaches 22.4%, with unemployment 
rates exceeding 45% in Greece and Spain, and exceeding 30% in several other Member States.  

There has been a significant increase in public debt levels (chart 2.4.6), which will imply higher debt 
servicing costs for future generations and which can at least partly be attributed to the direct and 
indirect costs of bailing out the banks. Laeven and Valencia (2012) estimate that on average for the 
period 1970-2011 the increase in public debt due to banking crises in advanced economies amounts 
to 21% of GDP. The euro area currently stands at 20%, whereas the US does worse with 24% of GDP, 
but the crisis is not yet over.   

Output has fallen particularly sharply in 2008/09 (chart 2.4.7), and the weak growth is expected to 
persist in 2012 and possibly beyond. The final costs associated with output losses are yet to be 
determined. But experience from previous systemic banking crises suggests that these are significant. 
Laeven and Valencia (2012) estimate that the cumulative output loss of banking crises in advanced 
economies in the period 1970-2011 on average amounts to 33% of GDP (measured cumulatively in 
net present value terms and as the deviation from trend GDP). For the euro area the current output 
loss stands at 23%, whereas the US again does worse with 31%; but the final outcome is hard to 
predict given the ongoing bank-sovereign feedback loop that puts a further burden on several EU 
Member States. BIS (2010d) provides a median estimate of the cumulative (net present value) cost of 
a financial crisis of 63% of GDP. They estimate that a major financial crisis occurs in 4.5% of years, i.e. 
every two decades or so.  

Regardless of whether crisis-country output returns to its pre-crisis level slowly or quickly, it is still 
likely to have lasting costs. First, there are the missed years of growth that would presumably have 
happened in the absence of the crisis. Second, the real estate boom in a number of Member States 
has led to a misallocation of economic resources that now require a very costly redeployment into 
other sectors of economic activity. Third, there is the very real possibility that output growth will be 
permanently slower as a consequence of the crisis. 

The financial crisis also had a significant impact on the financial position of European households, 
reflecting a combination of a rise in unemployment, low or stagnant wage growth, higher inflation, 
rises in indirect taxes, and authority measures restricting governments' room for manoeuvre. The 
number of people running into debt problems has risen, and there are signs of rising poverty in many 
Member States. The crisis affected households' capacity to service existing loans and their ability to 
continue or increase such borrowing. There has been a sharp rise in mortgage arrears in some 
Member States, such as Spain and the UK, as well as house repossessions in several EU markets. 
While the actual detriment to households was greater in some Member States than in others, there 
has been a general erosion of consumer confidence and trust in the financial sector.  
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Chart 2.4.6: Public debt in euro area (% of GDP) Chart 2.4.7: Real GDP growth rate (% change per 
annum) 

  
Source: European Commission (2011c). Source: Eurostat data. 

2.5 Developments since the financial crisis 

2.5.1 Banking sector restructuring, deleveraging and derisking 

Given the severity of the crisis, one may have expected a rapid restructuring of the banking sector, 
including a reduction in capacity and the exit from the market of the weakest firms. However, the 
restructuring of the EU banking sector on aggregate has been relatively limited to date.16 Some 
countries have introduced or are introducing reforms to restructure their domestic banking sector, 
but at EU aggregate level there has not yet been a notable post-crisis decline in the size of the 
banking sector, as measured by the level of total assets. While there has been a halt in the growth of 
banks' balance sheet compared to the pre-crisis years, total EU bank assets have not declined (see 
Chart 2.3.1 above). The crisis has also not yet triggered any measurable acceleration in the 
consolidation trend in the EU banking sector, and M&A activity remains subdued. The picture is 
however more mixed in a country-level analysis, as some Member States have seen significant 
declines in bank balance sheets, whereas others have seen increases in bank assets; and 
consolidation has been more prominent in some banking markets than in others.   

The limited impact of the crisis on wider sector restructuring can be partly attributed to the 
significant liquidity support provided by central banks and the state aid granted to banks by national 
governments in order to stabilise the banking sector and wider financial markets, as set out above. 
Member States did not have an adequate crisis management mechanism for the resolution of banks 
and, even where such arrangements were in place, they were not consistently implemented. Most 
banks were therefore deemed as too systemic to fail, even when relatively small. As a consequence, 
the EU only dealt with a few liquidations of small banks17, unlike the US banking sector which 
witnessed more than 400 small- and medium-sized orderly bank failures since Lehman Brothers 
bankruptcy on 15 September 2008 (Washington Mutual being one of the biggest). Thus, the 
significant amounts of state support to banks have in many cases prevented (or at least delayed) the 
reorganisation of the banking sector to limit financial instability and adverse negative consequences 
on the economy.  

                                                           
16

 For a more detailed account of the evolution of bank sector structure since the crisis, see European Commission (2012a). 
17

 Formal liquidation cases have included Fiona Bank (DK), Roskilde Bank (DK), EIK (DK), Amagerbanken (DK), Kaupthing 

Bank (FI, LU), Anglo Irish (IE), and Bradford & Bingley (UK). 
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However, the return to normal market conditions will require a phasing out of existing support 
schemes and state exit, as well as a restructuring of the supported banks to ensure their long-term 
viability and avoid market distortions.       

Wider sector restructuring can be expected to continue and increase, irrespective of structural 
reforms at EU level. This is for a number of reasons: 

¶ Market induced restructuring, derisking and deleveragingτfinancial markets are changing 
fast. Whereas (unsecured) interbank markets were among the most liquid and deepest 
markets that existed prior to the crisis, they have proven dysfunctional for prolonged periods 
during the crisis. While covered bond issuance has been resilient throughout the crisis and is 
likely to remain so, the most complex types of securitisation such as CDO and CDO-squared 
seem impaired beyond repair. Markets are already forcing business model changes that will 
come about when Basel 3 is fully implemented. As discussed in more detail below, in 
response to the crisis and continued financial pressures, banks have started to de-risk their 
businesses and to exit from non-strategic markets. This includes putting up for sale their 
capital-dilutive businesses that fail to meet rate of return targets. 

¶ State aid restructuring obligationsτAs part of its state aid control, the Commission imposed 
strict conditions on aided banks, including divestment of businesses and activities.18 Although 
significant for the banks under restructuring obligations, state aid control restructuring plans 
have not been the dominant cause of divestment within the EU to date.19  Many of the EU 
top sellers since 2008 were banks free of state aid obligations, and many of the top acquirers 
were either banks which did not receive state support or were considered sound by the 
Commission. Thus, much of the (overall limited) restructuring to date was instead driven by 
banks' restructuring on their own initiative, which was also a means to avoid government 
support. State aid requirements are also unlikely to be the dominant cause for restructuring 
going forward. State aid has been concentrated in a comparatively small number of banks. 
Moreover, divestments in the context of restructuring requirements amount to a small 
percentage of total bank sector assets and are spread over a relatively long five-year time 
horizon.  

¶ Ongoing regulatory reformsτOngoing regulatory reforms, which are set out in more detail 
in Chapter 4, are likely to spur further sector restructuring. For example, the new capital and 
liquidity requirements that come into force will increase financial pressures and make it 
more difficult for banks to sustain return on equity targets and will require important funding 
model revisions. This may further encourage banks to concentrate resources on best-
performing areas and divest businesses which are sub-scale and non-core. Also, effective 
arrangements for bank resolution, once implemented, can also be expected to spur further 
restructuring, allowing the orderly winding-up and market exit of the weaker banks in the 
market. In addition, various national structural reform proposals (including the Volcker Rule 
in the US and the Independent Commission on Banking (ICB) proposals in the UK) will, once 
implemented, have an impact on some EU banks' structures depending on their functional 
and geographic operations.  

¶ Wider economic, societal and technological changesτthere are a number of wider changes 
that are likely to affect the future of EU banking and that may result in a restructuring of 
banks. This includes, for example, the consequences of deleveraging on the parts of 
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 This includes, for example, ING, which is divesting its insurance operations, KBC, which will run down its non-core 

activities in particular in the CEE, and RBS, which is required to carve-out and sell parts of its UK SME and mid-corporate 

banking business and engage in further domestic and international divestment. 
19

  See European Commission (2011b). 
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customers (in particular in those Member States where indebtedness levels have risen 
sharply before the crisis) or other economic and societal changes that may affect customer 
demands (e.g. population ageing). Furthermore, the role of European banks is changing 
internationally, for example given the growth of banks from China or other BRIC countries 
which are increasingly competing in some of the international markets served by European 
banks.  

In response to the crisis, many banks have started to derisk their business. This includes the 
deleveraging of banks' balance sheetsτby increasing equity capital and/or disposing of assetsτas 
well as changes in funding structures and other derisking, including, for example, changes in bank risk 
management.  

As regards changes in funding structures, prior to the crisis, many banks increasingly relied on short-
term wholesale funding (chart 2.5.1). Since the crisis, banks have had to re-adapt their funding 
structures towards more stable funding sources, such as customer deposits and equity while 
reducing their exposures on short-term wholesale and interbank funding. For example, the share of 
customer deposits in total funding increased and correspondingly the funding gap, as measured by 
the difference between customer loans and deposits, significantly decreased since the start of the 
crisis, after having increased in the years leading up it (chart 2.5.2). Nevertheless, many banks 
continue to rely to a significant degree on interbank and other wholesale funding markets.  

Chart 2.5.1:  Short-term wholesale funding of euro area, UK, SE, and DK  
MFIs 1998-2012 (in % of ǘƻǘŀƭ ŀǎǎŜǘǎ ŀƴŘ ƛƴ ϵ billion) 

 
Notes: Short-term wholesale funding is defined here as overnight deposits,  
repo funding, and money market fund shares. The full line (right-hand scale)  
expresses it in % of total assets. The dotted line (left-hand scale)  
expresses ƛǘ ƛƴ ϵ ōƛƭƭƛƻƴΦ 
Source: ECB data. 
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Chart 2.5.2:  Deposit funding gap of euro area banks  Chart 2.5.3: Tier 1 capital ratio of EU banks ( %) 

  
Notes: Shows difference between loans to and deposits from non-
monetary financial institutions, based on aggregate balance sheet 
of MFIs in euro area.  

Source: ECB data. 

 Source: ECB consolidated banking data. 

 

As regards equity funding, banks' regulatory capital ratios also improved since the onset of the crisis 
(see chart 2.5.3). A number of banks tried to raise equity by tapping capital markets, also in 
preparation for the new stricter capital requirements (see discussion on current regulatory reforms 
in Chapter 4) and to meet the requirements of the bank recapitalisation exercise coordinated by the 
EBA, namely for banks to achieve a temporary 9% core tier 1 capital ratio by end June 2012. 
However, equity capital markets have largely been closed due to greater reluctance of investors to 
invest in banking stocks. 

Banks have also tried to achieve higher capital targets by downsizing regulatory capital intensive 
activities and selling assets, in particular those that are non-core or those that do not meet profit 
targets and rely on cross-subsidisation from other parts of the business.  
 
Based on EBA's assessment of bank's capital plans in mid-2012 (EBA, 2012), the vast majority of the 
banks covered met the target 9% core tier 1 capital ratio, and for the few banks that did not, 
backstop measures are being implemented. More specifically, the recapitalisation exercise led to an 
ŀƎƎǊŜƎŀǘŜ ϵфпΦп billion recapitalisation for 27 banks ς ƭŀǊƎŜƭȅ ŜȄŎŜŜŘƛƴƎ ǘƘŜ ϵтс billion shortfall 
identified in December 2011 - and to a significant restructuring of the remaining four banks.  This has 
been mainly via measures which have a direct impact on capital (retained earnings, new equity, and 
liability management). The EBA's assessment also concludes that the exercise did not lead to reduced 
lending to households and corporate or to fire sales of assets. Overall, the recapitalisation is seen as 
a necessary step in repairing banks' balance sheets across the EU, but significant challenges remain 
also to comply with the new regulatory capital standards going forward (see Chapter 4).  
 

2.5.2 Consequences for bank intermediation  

Given concerns about bank balance sheet expansion and excessive leverage before the crisis, there is 
clearly a structural need for further balance sheet deleveraging. Deleveraging is also required for the 
public sector and households in many Member States, where debt levels have increased to high 
levels. Deleveraging is a normal process that occurs after any credit crisis. As regards bank 
deleveraging, this can be achieved in different ways (see above). Also, to the extent that excessive 
intermediation is being reduced and intermediation chains are being shortened again, deleverage 
can reduce the interdependence of banks. 
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However, there is a risk of bank deleveraging being excessive or disorderly, and that this will result in 
reduced lending to the real economy. Banks have tightened their credit conditions at the end of 2011 
and the first months of 2012 (chart 2.5.4). Bank deleveraging may also push down the prices of 
securities and give rise to additional losses. These losses may in turn lead to higher leverage which 
causes even more pressure to sell securities to compensate for this effect. 

Actual flows of credit have also fallen in the euro area, although this is partly reversing pre-crisis 
excesses (chart 2.5.5). Also, it reflects not just changes in the supply of credit, but also a reduction in 
credit demand given the weaker economic climate and outlook.  

Chart 2.5.4:  Credit standards in loans to corporates (% 
of banks tightening credit standards) 

Chart 2.5.5: Quarterly flows of MFI loans to NFCs in 
ŜǳǊƻ ŀǊŜŀ όϵ billion) 

  
Notes: Shows percent of surveyed banks that tightened the 
credit standards on loans to corporates in the previous quarter.  
Source: ECB bank lending survey. 

Source: ECB data. 

 

With bank lending more difficult to obtain, European corporates have relied more on bond markets 
since the onset of the crisis. Bond investors have also shifted their holdings from bank bonds to other 
corporates. This has helped the funding of large non-financial corporates, and more bank 
disintermediation in this regard can be expected. However, Europe's corporate sector continues to 
be more dependent on bank finance than, for example, US corporates. SMEs in particular tend to 
find it difficult to tap capital markets. Bank lending is also a key source of consumer finance, even if 
non-bank providers have entered the market.  

Policy efforts are being undertaken to avoid disorderly and excessive deleveraging to maintain 
adequate bank lending to the real economy. This includes, for example, the EBA's requirement as 
part of the EU bank recapitalisation exercise that national supervisors must ensure that banks' plans 
to strengthen capital lead to an appropriate increase of own funds rather than higher capital ratios 
being achieved through excessive deleveraging and lending disruptions to the real economy. As 
another example, the Vienna 2.0 initiative, as agreed among stakeholders active in Central and South 
Eastern Europe (CESEE), seeks to limit such disruptions in the CESEE region in particular. 

More generally, a number of studies reassess the optimum size of the financial sector and degree of 
financial intermediation and ς related to that - the optimum level of economy indebtedness.20 The 
emerging consensus seems to be that financial development and indebtedness are good only up to a 
point, after which they become a drag on growth. These studies conclude that a fast-growing 
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  See Cecchetti and Kharroubi (2012), Arcand et al. (2012), and Cecchetti et al. (2011). 
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financial sector can be detrimental to aggregate productivity growth, and for several countries, a 
smaller financial sector may be desirable.    

2.5.3 Consequences for financial integration 

The crisis has put a halt on the integration process in the EU banking market.  Although banks have 
so far largely maintained their cross-border presence, there are signs of declining cross-border 
provision of banking services. This applies in particular to wholesale activities. This is evident, for 
example, from the decline in the total foreign exposures of European banks to other parts of the EU 
(chart 2.5.6). Retail banking integration seems less affected, but integration in the retail market had 
in any case been limited, as retail customers typically bank domestically and banks often do not offer 
their services to non-residents. 

Chart 2.5.6:  Total EU bank exposures to EU Member States (in billion $ and annual change in %)  

 

 

Source: BIS consolidated banking statistics.  

The share of cross-border loans by banks has fallen relative to domestic business. This applies in 
particular to credit flows to the CESEE, which grew rapidly prior to the crisis. While it facilitated 
financial integration and economic development, cheap credit (partly denominated in foreign 
currency) significantly contributed to boom-bust cycles, in particular in the Baltics, Hungary and 
Romania. The crisis triggered a sharp reduction or reversal of some of these credit flows, as EU banks 
from outside CESEE reduced their foreign exposures. With such banks' funding problems worsening 
since 2011, concerns regarding the impact of subsequent deleveraging on CESEE mounted.  

There are other examples of increased disintegration. For example, secured and unsecured money 
markets have become increasingly impaired, especially across borders, due inter alia to the 
intensification of the sovereign debt crisis in the euro area. The pricing of risk in the repo market has 
become more dependent on the geographic origin of both the counterparty and the collateral, in 
particular when these are from the same country. Some disintegration is also evident when looking 
at the greater cross-country dispersion in other wholesale funding costs as well as in retail interest 
rates.21   

Although banks have so far largely preserved their cross-border presence in the form of branches 
and subsidiaries in other Member States, they have increasingly divested non-core assets, which 
often include foreign assets. The overall pattern of banks' divestments to date has however not been 
clear cut. The majority of divestments has been domestic, which is contrary to the hypothesis that, in 
general, European banks have refocused on their domestic market and divested activities outside 
their own domestic market. For the acquirers, the cross-border element of M&A is more sizeable, 
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 For further evidence, see ECB (2012) and European Commission (2012a). 
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indicating that the most active banks have actually expanded, at least throughout the euro area. 
Also, the sale of foreign operations by some banks (potentially forced sales and at low valuations) 
may present opportunities for market entry or expansion for other, potentially less capital-
constrained foreign banks.22  

Nonetheless, there is a risk of increased home bias and retrenchment of banks behind national 
borders going forward. A number of specific examples have emerged where, partly because of the 
absence of any meaningful ability to resolve cross-border institutions to date, national supervisors 
have increased firewalls and capital and liquidity is partially trapped at national level. Another 
example is that banks are being encouraged to invest their liquidity pools in domestic debt.   

The crisis has shown that, while there are clear benefits of financial integration, it also carries 
financial stability risks in the absence of strong governance and institutional frameworks.  Cheap 
credit and free capital flows contributed to the build-up of imbalances in the euro area and helped 
fuel the boom-and-bust cycles observed in several Member States. Many cross-border capital flows 
turned out to be excessive and ultimately unsustainable. However, while there were clear excesses, 
it does not follow that there is a necessarily a trade-off between financial stability and integration. 
Rather, as noted above, what it does show is that there were shortcomings in the institutional 
frameworks to support the Single Market τ that is, financial integration was not matched by 
adequate regulatory and supervisory institutions and the required economic governance 
frameworks.  
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 An example is Spanish banking group Santander, which in March 2011 completed its acquisition of one of Poland's largest 

banks (Bank Zachodni WBK) from the Irish bank AIB. Other banks are also emerging as new potential cross-border 

acquirers. 
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3 DIVERSITY OF BANK BUSINESS MODELS IN EUROPE 

 

3.1 Introduction  

There is significant diversity in bank business models across the EU and across EU Member States, 
and numerous labels exist to classify banks and their business models. These labels typically focus 
only on one or two of the numerous dimensions along which different bank business models may 
differ. The labels may conceal that, for example, some of today's universal banks operate quite 
differently from how they operated 30 years ago. In general, bank business models can be 
characterised in terms of several key dimensions or attributes:  

(i) size;  

(ii) activities, as evident from a bank's customer base, asset structure and income model;  

(ii) capital and funding structure;  

(iii) ownership and governance;  

(iv) corporate and legal structure; and  

(v) geographic scope, including how cross-border operations are legally and operationally 

structured.  

Summary of Chapter 3 

¶ Business models are not one-dimensional. Simple labels, such as "retail bank" or 
"investment bank", do not adequately describe the business model of a bank and its 
performance and riskiness. Business models are diverse along different key dimensions, such 
as size, activities, income model, capital and funding structure, ownership, corporate 
structure, and geographic scope, and have evolved substantially over time.  

¶ Mixed performance: While all types of bank business model have been affected in the crisis, 
some characteristics have proven less resilient than others. The main bank failures have been 
attributed to overreliance on short-term wholesale funding, excessive leverage, excessive 
trading/derivative/market activity, poor lending decisions due to aggressive credit growth, 
and weak corporate governance.  

¶ Large banks in the EUΥ Lƴ нлммΣ ǘƘŜ ǘŜƴ ƭŀǊƎŜǎǘ ōŀƴƪǎ ŜŀŎƘ ƘŀǾŜ ǘƻǘŀƭ ŀǎǎŜǘǎ ƻŦ ƳƻǊŜ ǘƘŀƴ ϵм 
trillion (four British, four French, one German and one Spanish). The largest bank has total 
assets amounting to 17% of total EU GDP, but eight banks in the sample have total assets 
exceeding 100% of domestic GDP. Large banks differ significantly in terms of business model 
and performance in the crisis.  

¶ Too many to fail: Size per se is not the sole issue. Smaller and less-diversified banks also 
faced problems in specific markets or because of an unsustainable funding, risk management 
or corporate governance model. Problems may arise when many small banks operate similar 
businesses and are exposed to common shocks ("systemic as a herd"). 

¶ Efficiency: Some economies of scale and scope may exist, but only up to a given level, as 
diseconomies become increasingly important beyond a given size and scope. Fast growth and 
uncontrolled expansion is difficult to square with business model sustainability. 
Diversification at the bank level can make banks more similar to each other and the system 
as a whole less diversified and vulnerable to shocks. In addition, excessive complexity and 
conflicts of interest may result as banks expand their activity range.  

¶ The EU banking sector is diverse, which is valuable. Banking sectors differ substantially 
across Member States, in terms of size, market concentration, foreign ownership, asset and 
liability structure, supervision, credit cycle, and public involvement. 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.  
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The objective of this chapter is to document the diversity of bank business models in the EU along 
the above main dimensions, and to report on their relative performance.  

This chapter starts by reviewing the literature on the general performance of different bank business 
models, including their crisis resilience and performance (section 3.2). The performance and 
resilience of large versus small banks is then discussed (section 3.3). Next, large banks are described 
in more detail in terms of their key characteristics, including their income model, funding structure, 
ownership and corporate structure, and their geographic scope and organisational structure of their 
cross-border operations (section 3.4). Separately, banks with specific ownership models and business 
objectives, including banks under public ownership, cooperative banks and savings banks, are being 
analysed as they demonstrate EU bank diversity and as these business models are important on an 
aggregate level in several Member States (section 3.5). Finally, a number of case studies are 
presented of business models that failed during the crisis (section 3.6). 

3.2  General findings on the performance and risks of different bank business models  

Several studies consider bank performance, with several more recent studies looking at the 
characteristics that have rendered some banks more (or less) resilient during the crisis. Although 
geography, macroeconomic developments and structural aspects of lending markets have been 
important, features specific to banks, including their activities and funding sources, have been key 
determinants of their resilience.  

For example, a recent study by the ECB (2011) concludes that "institutions with higher risk exposure 
had less capital, larger size, greater reliance on short-term market funding, and aggressive credit 
growth". Less risky business models were characterised by a strong deposit base and greater income 
diversification.  

Fitch (2011) concludes that global trading and universal banks as a group typically have a much 
greater reliance on short-term wholesale funding, a higher average size, a greater volatility of 
earnings and, inevitably, higher levels of market risk (especially when volume of trading activity is 
considered as well as market risk), as compared to other banking models. The report also argues that 
size and scope, although not risk factors on their own, have not produced their claimed benefits. 
More specifically, the Fitch review concludes that the benefits of diversification turn out more limited 
than expected and offset by additional complexity and, in some cases, a perceived need to maintain 
positions in a wide variety of markets, regardless of competitive advantage, scale and product 
attractiveness.  

The IMF (2011a) also highlights trading risks as an indicator for the risk of financial distress. Based on 
a sample of 79 systemically important banks, the study reports that most of the US and EU banks 
with substantially greater than average trading activities (as measured by the ratio of trading income 
to revenues) were more likely to require explicit state support than other banks. It also suggests that 
proprietary trading may be only part of the problem, and that "risk could emanate from losses 
attributed to non-proprietary trading activities such as market-making, investment banking and 
hedging". 

As regards performance, CEPS (2012) finds that "retail-oriented banks have generally outperformed 
their peers in terms of cost efficiency and performance measures. Wholesale banks and to a lesser 
extent investment banks have suffered substantial trading losses amidst the crisis, which has 
contributed to their less stable performances". As regards risks, the study suggests that the "retail 
oriented models appear to be safer than others, as measured by the distance to default (Z-score) and 
the long-term liquidity risks (net stable funding ratio)".  

¢ƘŜǊŜ ƛǎ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ōŀƴƪǎΩ ǊŜƭƛŀƴŎŜ ƻƴ short-term wholesale funding resulted in increased financial 
fragility (Demirgüç-Kunt and Huizinga, 2009 and 2010; Ratnovski and Huang, 2009). Banks with more 
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stable funding structures continued to lend more relative to other banks during the global financial 
crisis (Cornett et al., 2010), and were less likely to fail (Bologna, 2011). The evidence also indicates 
that banks with larger capital cushions fared better during the global financial crisis in terms of stock 
returns (Demirgüç-Kunt and Huizinga, 2010).  

Different business models may be associated with different relative advantages and disadvantages, 
as separately discussed in section 3.4 below (regarding economies of scale and scope, risk 
diversification, funding structures, etc.).  In addition, there are important systemic benefits of having 
diversity of business models (Box 3.1).  

 

3.3  Large versus small banks 

As noted in Chapter 2, over time the market evolved to produce some very large financial institutions 
that offer a diversified set of services and often operate on an international basis. Schoenmaker 
(2011) suggests that the more than 8000 banks in Europe can be split according to their size into 
three groups. A first very large group consists of small banks operating in a region of a country. In 
particular Germany, Austria and some other Member States have many small savings and co-
operative banks most of which have assets of less than ϵ1 billion. In total, there are nearly 4000 small 
cooperative banks in the EU (see also section 3.5). A second group consists of medium-sized banks 
with assets ranging from ϵ1 billion to ϵ100 billion. These banks often operate on a country-wide 
scale. A third group consists of the large banks having assets that exceed ϵмлл ōƛƭƭƛƻƴ (up to ϵ2 
trillion). They usually do a significant part of their business abroad.  

Box 3.1: Literature on the benefits of business model diversity  

Similar institutions are likely to encounter problems at the same time, and when many institutions are facing 

difficulties at the same time, this complicates the policy response. This "too-many-to-fail" problem has been 

examined in the literature (e.g. Acharya and Yorulmazer, 2007). It results from the correlation and 

interconnectedness of institutions that are similar and  become systemic as a group (e.g. Brunnermeier et al., 2009).  

Lack of diversity can also apply to large banks and the current financial system as a whole. As discussed in more 

detail in Goodhart and Wagner (2012), over the last decades, financial institutions ς especially the large ones - have 

become more similar to each other. They operate in the same global markets and undertake similar activities. Risk 

management systems used by these institutions have converged, resulting in near-identical assessments of risks 

which in turn cause homogeneous behaviour (including similar trading strategies) and amplifying the impact of 

shocks. The banks have also become increasingly reliant on the same funding sources, which makes them all 

vulnerable to the same shocks in funding markets. Homogeneity also arises indirectly though interlinkages among 

institutions (e.g. lending relationships, securitisation activities, etc.). Thus, although there are advantages of banks 

engaging in providing similar services to customers, for example through enhanced competition, a lack of diversity 

also presents risks.  

Real diversity implies that different institutional forms, different business models and different earnings models co-

exist and they are sufficiently strong so that they can compete effectively with each other (Llewellyn, 2009).  

Overall, the decline in diversity has made the system more intertwined and hence more prone to contagion effects. 

The policy implications of this strand of analysis is that diversity may be a good thing, and that policies should 

consider fostering diversity in banking. 
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According to ECB data, "large banks"23 make up about three-quarters of total domestic bank assets in 
the EU (chart 3.3.1).  They also provide the majority of lending (69% of total loans of domestic banks 
ς chart 3.3.2).  

Chart 3.3.1:  Assets held by large, medium and small EU banks 
(2011) 

Chart 3.3.2: Total loans made by large, medium and small EU 
banks (2011) 

  
Source: ECB consolidated banking data. Source: ECB consolidated banking data. 

There is a clear difference in the activities of small and large banks. For example, smaller banks tend 
to engage more in traditional commercial banking business, resulting in a balance sheet that has 
more loans (chart 3.3.3) and fewer assets held for trading (chart 3.3.4) compared to larger banks and 
as a percentage of total assets. Consequently, net interest income makes up a larger proportion of 
smaller banks' revenue base (chart 3.3.5).   

Chart 3.3.3:  Importance of loan making for EU banks (2011) Chart 3.3.4: Importance of trading activity for EU banks (2011) 

  
Source: ECB consolidated banking data. Source: ECB consolidated banking data. 

                                                           
23

 Based on ECB consolidated banking data as of end-2011. In this data, "large" EU banks are defined as having a share of 
more than 0.5% of total EU bank assets (i.e. more than approximately ϵ200 billion based on 2011 data). As such, this 
classification is different from the one used by Schoenmaker (2011).  
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Chart 3.3.5:  Importance of net interest income for EU banks 
(2011) 

 

 

 

Source: ECB consolidated banking data.  

Similarly, on the liability side of the balance sheet, small banks tend to have a higher tier 1 capital 
ratio (chart 3.3.6) and a lower (unweighted) leverage ratio (chart 3.3.7) than larger banks. Smaller 
banks also tend to have a more stable funding base given the higher proportion of total customer 
deposits (chart 3.3.8).   

Chart 3.3.6:  Tier 1 capital ratio of EU banks (2011, % of RWA) Chart 3.3.7: Total equity / total assets of EU banks (2011) 

  
Source: ECB consolidated banking data. Source: ECB consolidated banking data. 
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Chart 3.3.8: Importance of deposit funding for EU banks (2011, 
as a % of total balance sheet size) 

 

 

 

Source: ECB consolidated banking data.  

Thus, along some of the dimensions that have been shown to increase risk and adversely affect bank 
performance during this crisis (including exposure to trading and funding base stability), smaller 
banks on aggregate tend to fare better. Charts 3.3.9 and 3.3.10 show that, whereas large banks on 
aggregate incurred significant losses in 2008, this was not the case for smaller banks on aggregate. 
However, large banks seemed to recover more quickly and showed higher profitability rates in 2010 
and 2011, which was also partly driven by the revival in trading revenues. 

Chart 3.3.9:  Return on assets of EU banks (%) Chart 3.3.10: Return on equity of EU banks (%) 

  
Note: Return on assets for large banks in 2009 and small banks in 2008 

and 2009 is reported as zero or close to zero and hence not visible.  

Source: ECB consolidated banking data. 

Source: ECB consolidated banking data. 

This is of course not to say that smaller banks do not present risks, or that large banks are necessarily 
more risky. Some large diversified banks survived the crisis relatively well, especially those that were 
mainly focused on commercial banking (as opposed to those built on investment banking, the 
structuring of complex derivatives and proprietary trading as the main drivers of growth) and 
geographically diversified. By contrast, some of the smaller and less diversified banks, particularly 
those focused on mortgages and headquartered in Member States that suffered real estate bubbles, 
suffered significant losses. As discussed further below, funding structure is an important determinant 
of bank resilience, and some (large and small) commercial banks failed because of their over-reliance 
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on short-term wholesale markets (e.g. Northern Rock and Dexia, see sections 3.6.1 and 3.6.3 
respectively). 

The main difference between large and small banks relates to the impact rather than the probability 
of failure. The failure of a small bank is less likely to have systemic implications, unless there are 
many similar small institutions that encounter problems at the same timeτi.e. small institutions may 
become systemic because of correlation and interconnectedness ("too-many-to fail"), as is for 
example illustrated by the US savings and loans crisis in the 1980s (Appendix 2), as well as the 
experience with the Spanish cajas in this crisis (see section 3.6.6) and to some extent also the 
Swedish experience of the 1990s (Appendix 2). These case studies also illustrate that traditional 
(retail) banking activities can be the source of crisis, in particular if insufficiently regulated banks with 
weak internal controls engage in excessive lending. 

3.4 Large and systemically important EU banks 

This section describes the main characteristics of a sample of large EU banks, using data gathered 
from SNL Financial (and other data sources). It covers:  

¶ Size;  

¶ Customer base, asset structure and income model; 

¶ Capital and funding structure; 

¶ Ownership and corporate governance; 

¶ Corporate and legal structure; and 

¶ Geographic scope and structure of cross-border activity. 

Appendix 3 presents additional characteristics of different individual banks, including their 
performance.  

3.4.1 Bank size  

"Systemically important banks" (SIBs) are those institutions whose distress or disorderly failure 
would cause significant disruption to the wider financial system and economic activity, due to their 
size, complexity, systemic interconnectedness or lack of good substitutes that can readily take over 
their activities.  

While there is no agreed list yet of European SIBs, the Financial Stability Board (FSB) and the Basel 
Committee on Banking Supervision (Basel Committee) have identified an initial group of 29 global 
SIBs (G-SIBs).24 15 EU banks are considered G-SIBs, by virtue of their size, complexity, substitutability 
and degree of cross-country activity. These banks are listed in Table 3.4.1 (indicated with *), as part 
of a wider sample of 29 banks selected for the subsequent analysis.25  

                                                           
24

 See list of all global SIFIs on http://www.financialstabilityboard.org/publications/r_111104bb.pdf 
25

 Dexia is excluded from the sample here, although it is listed in the FSB report of 2011 as a G-SIB. 
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Table 3.4.1: Large EU banks (2011) 

Bank Country 
Total assets 
όϵ million) 

Total 
assets/                                
national 
GDP (%) 

Total 
assets/                           
EU GDP 

(%) 

FTE 
employees 

2011 

No. of 
European 
branches 

ɲ ƛƴ ǘƻǘŀƭ 
assets (% 
change 

2007-11) 

Deutsche Bank*  DE 2,164,103 84.8 17.4 100,996 2,735 12.4 
HSBC* UK 1,967,796 119.8 15.8 288,316 1,984 22.2 
BNP Paribas*  FR 1,965,283 99.8 15.8 198,423 6,816 16.0 
Crédit Agricole Group* FR 1,879,536 95.4 15.1 162,090 9,924 22.0 

Barclays*  UK 1,871,469 113.9 15.0 141,100 2,602 12.0 
RBS* UK 1,803,649 109.8 14.5 146,800 2,477 -28.0 
Santander*  ES 1,251,525 118.2 10.1 193,349 7,467 37.1 
Société Générale*  FR 1,181,372 60.0 9.5 159,616 6,456 10.2 
Lloyds Banking Group*  UK 1,161,698 70.7 9.3 98,538 2,956 141.5 
Groupe BPCE* FR 1,138,395 57.8 9.1 117,000 8,388 - 

ING* NL 961,165 161.5 7.7 71,175 1,938 -3.3 

Unicredit*  IT 926,769 59.4 7.4 160,360 8,068 -9.3 

Rabobank Group NL 731,665 122.9 5.9 59,670 906 28.3 
Nordea* SE 716,204 197.4 5.8 33,068 1,097 84.1 
Commerzbank*  DE 661,763 25.9 5.3 58,160 1,598 7.3 

Intesa IT 639,221 41.0 5.1 100,118 6,603 11.6 
BBVA ES 597,688 56.5 4.8 110,645 2,965 19.1 
Standard Chartered UK 461,284 28.1 3.7 86,865 3 104.5 
Danske Bank DK 460,832 193.7 3.7 21,320 620 2.6 

DZ Bank AG DE 405,926 15.9 3.3 25,491 25 -5.9 

Landesbank Baden-W. DE 373,059 14.6 3.0 12,231 217 -15.9 
KBC BE 285,382 80.5 2.3 47,530 2,058 -19.7 
Handelsbanken SE 275,514 75.9 2.2 11,184 747 40.0 
SEB SE 265,219 73.1 2.1 17,571 362 6.9 

Banca Monte dei P.S. IT 240,702 15.4 1.9 31,170 2,965 48.5 
Erste Bank AT 210,006 71.2 1.7 50,452 2,150 4.7 

Swedbank SE 208,464 57.4 1.7 16,287 554 22.5 
RZB AG AT 150,087 50.9 1.2 60,599 2,977 9.2 

UBI IT 129,804 8.3 1.0 19,407 1,919 6.8 
Note: * indicates that this is a G-SIB according to Basel Committee/FSB methodology. The sample has been chosen on the basis of two 

criteria: 1) the bank is one of the top four banks in the country in terms of total assets and 2) the bank has total assets ƻŦ ŀǘ ƭŜŀǎǘ ϵмлл 

billion. Banks from Portugal, Ireland and Greece were excluded. Bankia (formed by the merger of Spanish savings banks), Dexia and Belfius 

are also excluded. More data on the banks, including the size of their loan book or deposits, is listed in Appendix 3. All data refers to the 

consolidated accounts, including more than the banks' business in the EU.  

Source: All banking data from SNL Financial. GDP data from Eurostat.   

Table 3.4.1 reports the basic statistics on the size of different banks in 2011, as measured by total 
assets (see Appendix 3 for market capitalisation data): 

¶ Ten ōŀƴƪǎ ŜŀŎƘ ƘŀŘ ǘƻǘŀƭ ŀǎǎŜǘǎ ŜȄŎŜŜŘƛƴƎ ϵм trillion, with the largest bank (Deutsche Bank) 
ƘŀǾƛƴƎ ŀǎǎŜǘǎ ƛƴ ŜȄŎŜǎǎ ƻŦ ϵн ǘǊƛƭƭƛƻƴΦ 

¶ In relation to domestic GDP, eight banks had total assets exceeding 100% of domestic GDP, 
the biggest being Nordea (197%) and Danske Bank (194%).26  

¶ In relation to EU GDP, the largest bank had total assets equal to 17% of EU GDP.  

¶ While the balance sheets of some banks declined between 2007 and 2011 (several of them 
submitted bank restructuring plans to the European Commission under its state aid control 

                                                           
26

 A large share of these banks' assets is in subsidiaries in other EU countries. For example, for Nordea, about half of the 
balance sheet is in the Finnish subsidiary.  
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procedures), many banks have further increased their balance sheets, in some cases owing to 
mergers (e.g. Lloyds Bank ς HBOS, Commerzbank ς Dresdner, etc.). 

¶ The largest number of full-time employees is reported for HSBC (over 288 000), and the 
largest number of bank branches in the EU for Crédit Agricole (over 9 000). 

European bank balance sheets appear large when compared to US banks, at least when measured in 
terms of total assets in relation to domestic GDP (chart 3.4.2). In absolute size, the reported total 
assets of the largest European banking groups are not too dissimilar from those of their US 
counterparts (chart 3.4.1). Nevertheless, total assets of six EU banking groups exceed those of the 
largest US bank (JP Morgan Chase).  

Any simple comparison of balance sheet size between EU and US banking groups is however 
unreliable. One key reason is the accounting differences that exist between GAAP rules in the USA 
and IFRS rules in the EU. For example, under US GAAP, companies with derivatives under a single 
master netting agreement with the same counterparty are allowed the possibility to report assets 
and liabilities (including cash collateral) on a net basis, even if they do not intend to settle the cash 
flows on a net basis. The same treatment is also allowed for repurchase agreements and reverse 
repurchase agreements. Unlike the current U.S. standards, there are no such provisions under IFRS 
that apply to EU banks. Analysis shows that, without this netting, total assets of many US banking 
groups would be significantly higher.27 Other accounting differences arise due to differences in 
consolidation rules of off-balance-sheet vehicles. 

Chart 3.4.1: Total assets of the largest EU and US banking groups, (2011, ϵ ōƛƭƭƛƻƴ) 

 
Source: Data from SNL Financial.  

Asset-to-GDP ratios look again much more similar between the largest EU and US banks when total 
assets are measured in relation to total EU GDP (as opposed to national GDP) (chart 3.4.2). For 
example, Deutsche Bank has total assets amounting to 17% of EU GDP, which is more in line with the 
largest US banking group (JP Morgan has total assets amounting to 15% of US GDP) or indeed lower if 
the stated accounting differences are taken into account. In sum, in relation to a single EU banking 
market, European banks do not appear larger than their US counterparts. 

                                                           
27

 For example, analysis by S&P Global Credit Portal (2011) suggests that total assets for a sample of US banks would 
increase by about 70%, and even more if repurchase and reverse repurchase agreements were included. The latter were 
excluded from the S&P analysis as no data was available on these from published accounts.  
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Chart 3.4.2: Total assets of the largest EU and US banking groups (2011, in % of GDP) 

 
Source: Data from SNL Financial. Eurostat for GDP data.  

 

Charts 3.4.3 and 3.4.4 illustrate that total assets for two of the large banks (others are reported in 

charts 3.4.11 and 3.4.12) grew significantly. Asset growth markedly outpaced risk-weighted asset 

growth for these banks in the run-up to the crisis, which reflects regulatory arbitrage and the 

increasing importance of trading and market making activity that benefited from inappropriately low 

capital requirements under Basel II.  

Chart 3.4.3: Commerzbank - Evolution of balance sheet Chart 3.4.4: Société Générale ς Evolution of balance sheet 

  
Source: Shin (2012), based on Bankscope data.  Source: Shin (2012), based on Bankscope data. 
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3.4.2  Customer base, asset structure and income model  

The largest banking groups in the EU are typically "universal banks" in that they offer the full array of 
banking services, ranging from the traditional banking services of deposit taking and real-estate, as 
well as other forms of lending to investment banking activities that include sales and trading, market-
making, underwriting, risk management, etc. Some groups also have legal entities that offer 
insurance services and that in the EU therefore fall under "financial conglomerate" regulation and 
supervision.  

Some of the large universal EU banks have, over time, evolved into groups with significant global 
capital market and trading operations. Moody's (2012) denotes them as "firms with global capital 
markets operations", while Fitch (2011) similarly defines a peer group of "global trading banks".   

Not all banks choose to provide the full range of services or offer the services to the same degree, 
and even among the larger banks, there is significant variety in what different banks do. Customer 
bases differ between banks. The more retail-focused banks have a customer base which requires 
mainly traditional banking services, including current account, saving and lending services (e.g. 
households, SMEs).  The larger and more investment-focused banks have customers that may require 
the full set of banking and capital market services (e.g. larger corporates) or that may have demands 
for specific capital market services (e.g. a government placing a bond issue or a smaller corporate 
seeking to tap capital markets or buying a risk hedging product).     

Derivatives for risk management purposes are an example of an investment banking service used by 
corporate customers. According to a survey by the International Swaps and Derivatives Association 
(2009), 94% of the world's largest 500 companies use derivatives to hedge their business and 
financial risks.  Foreign exchange derivatives are the most widely used instruments (88%), followed 
by interest rate derivatives (83%) and commodity derivatives. Thus, derivatives are an integral risk 
management tool, especially for the larger corporates, but even some SMEs may choose to use plain 
vanilla derivatives to hedge their foreign exchange and interest risk exposures. Notwithstanding this, 
more than 80% of derivative instruments are traded among financial institutions, thus being a 
predominantly interbank business. 

With a universal bank, customers can access the full range of services from one bank. This possibility 
of "one-stop shopping" is valuable to customers (in this context mainly to corporate customers that 
may demand commercial and investment banking services), although these demand-side economies 
of scope are likely to vary between customers and depend on the combination of banking services 

Box 3.2: Literature on (dis)economies of scale  

Appendix 4.1 contains a more detailed review of the literature on economies of scale. Overall, the findings 
in the literature are somewhat mixed. Whereas some economies of scale are estimated to exist for some 
banking operations up to a certain size, these economies are generally found to phase out after a certain 
bank size (see Wheelock and Wilson, 2009, and other papers reviewed in Appendix 4.1).  

Although there is no agreement in the literature on the maximum efficient scale of banking, the available 
estimates tend to suggest levels that are relatively low compared to the current size of the largest EU 
banks.  

The potential costs of large banks relate to the banks' potential abuse of market power and their risk-
taking incentives, due to their "too-big-to-fail" status (Brewer and Jagtiani, 2009 or Boyd and Heitz, 2012). 
Also, large banks tend to lend less to small businesses in relative terms (Berger et al., 2004).  

Some banks have grown big as a result of managerial or empire building aspirations rather than driven by 
shareholder value maximisation (Berger et al., 1999, and Demirgüç-Kunt and Huizinga, 2011). 

Notes: See appendix 4.1 for the more detailed review of the literature, including references for the above findings. 
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sought (see also Appendix 4.2 on further evidence on economies of scope). However, larger 
customers tend to maintain relationships with more than one bank anyway, as do some smaller 
customers. However, lack of customer switching, partly due to customer inertia and a lack or 
perceived opaqueness of information, is one of the known barriers to competition in the retail 
banking market (see also Chapter 2).28 Banks can also offer derivatives and other products to their 
customers without "producing" the products themselves; they can act on an agency basis and sell the 
products provided by other banks.  

While the public accounts of banks do not provide information about the customer base of different 
banks and their needs, the differences in banks' activities are evident from their asset structure and 
income model.  

Charts 3.4.5 to 3.4.10 below reports some basic statistics on this for 2011:  

¶ For some banks, net loans to customers amount to more than 50% of total assets. For three 
banks, net customer loans amount to less than 30% of the balance sheet. 

¶ While some banks have limited assets held for trading, for others such assets constitute 
more than 20% of their balance sheet.29 Barclays, BNP Paribas, Deutsche Bank, Nordea, Royal 
Bank of Scotland, and Société Générale are the six banks with the highest proportion of 
assets held for trading (more than 30% of total assets). A similar picture emerges when 
looking at assets held for trading and available for sale in 2011. Interestingly, although the 
balance sheet share of these assets fell for some banks since the onset of the crisis, for 
others it increased.   

¶ Several banks have a particularly high notional amount of derivatives outstanding, relative to 
the size of total assets. For example, the notional amount of derivatives exceeds 2000% of 
total assets for four banks (Barclays, BNP Paribas, Deutsche Bank and RBS). Note that the 
notional amount of derivatives does not indicate exposure, but it nonetheless provides an 
indication of the extent of derivative activities across different banks. 

¶ The ratio of risk-weighted assets to total assets differs significantly between banks. It is 
remarkable that the banks with the highest amount of trading assets, notional derivatives, 
etc. (i.e. banks that are least "traditional") tend to have the lowest ratio. Risk-weights are 
being revised under Basel 3 or, in the EU, CRD IV. 

¶ The difference in activities between banks is reflected in the ratio of net interest income to 
total operating income. Banks that are more engaged in traditional deposit-taking and 
lending activities tend to have more net interest income (as opposed to fees, commission 
and other non-interest income that is typically more associated with investment banking 
activities). Note however that for most banks, the share of net interest income increased in 
2011 compared to 2007, reflecting the decline in income from non-interest income 
generating activities.   

                                                           
28

 According to the Eurobarometer on retail financial services (European Commission, 2012b)
 
 more than 80% of European 

consumers never attempt to switch providers after buying a personal loan, credit card, current account or mortgage.
 

29
 The data here only considers the asset side of the balance sheet, whereas from an exposure perspective trading liabilities 

also need to be considered. 
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Chart 3.4.5: Net loans to customers of large EU banks (2011, % of total assets) 

 
Source: Data from SNL Financial. 

 

Chart 3.4.6: Total assets held for trading of large EU banks (2011, % of total assets) 

 
Source: Data from SNL Financial. 

 

Chart 3.4.7: Total assets held for trading and available for sale of large EU banks (2011 and 2007, % of total assets) 

 
Source: Data from SNL Financial. 
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Chart 3.4.8: Notional amount of derivatives outstanding of large EU banks (2011, % of total assets) 

 
Source: Data from SNL Financial. 

 

Chart 3.4.9: RWA / Total assets of large EU banks (2011, in %) 

 
Source: Data from SNL Financial. 

 

Chart 3.4.10: Net interest income / total operating income of large EU banks (2011 and 2007, in %) 

 
Source: Data from SNL Financial. 

As discussed in Chapter 2, at aggregate level and over time, the share of the basic lending activity in 
relation to total banking assets has diminished, as is evident amongst others in the evolution of the 
asset side of bank balance sheets. Two of the large EU banks are used as an example of how 
(customer) loans have declined as a proportion of the total balance sheet.  
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Chart 3.4.11: Barclays ς 9Ǿƻƭǳǘƛƻƴ ƻŦ ŀǎǎŜǘǎ όϵ billion) Chart 3.4.12: Deutsche Bank ς 9Ǿƻƭǳǘƛƻƴ ƻŦ ŀǎǎŜǘǎ όϵ billion) 

  
Source: Data from published accounts.  
 

 

 

3.4.3  Capital and funding structure  

Charts 3.4.13 to 3.4.16 below report basic statistics on the capital and funding structure of different 
banks in 2011: 

Box 3.3:  Literature on diversification and (dis)economies of scope  

Economies of scope, including operating cost and revenue synergies as well as risk diversification benefits, 
are appealing in theory, but the empirical evidence on their existence is weak.  

While economies of scope are found from combining deposit-taking and lending (i.e. the traditional banking 
activities), there is less evidence that other forms of functional diversification create value (e.g. combining 
traditional and investment banking).  

Diversification into non-traditional banking activities may expand the range of opportunities and result in risk 
diversification, but these benefits may be more than offset by the costs of increased exposure to volatility 
(Stiroh, 2006, Stiroh and Rumble, 2006). 

Diversification may bring along conflicts of interests. Customers may be locked in by being offered multiple 
services (Rajan, 1992). Informational advantages may hinder competition by creating barriers to entry and 
lowering switching behaviour (Dell'Ariccia et al., 1999).  

The literature has raised the concern that more diversified and complex financial institutions are more 
difficult to manage and supervise, and they may be perceived as "too big or too complex to fail", leading to 
problems of moral hazard and excessive risk-taking.  

Lumpkin (2010) identifies a number of risks associated with large financial groups, including non-transparent 
group transactions, moral hazard risks that allow parts of the group to engage in excessive risk-taking on the 
assumption that the group as a whole will assist in the event of problems, risks of double-gearing, intra-group 
contagion risks, potential abuse of market power and conflicts of interest. 

Individual diversification by banks can make the system as a whole less diversified and more vulnerable to 
common shocks (Haldane, 2009). Over time there has been a loss of diversity at the system level (due to 
bank diversification, but also due to convergence of risk management models, etc). Leaving aside the cost 
and benefits of different business models, promoting diversity in bank business models at system level may 
therefore have benefits in itself (see Box 3.1 above). 

Notes: See appendix 4 for the more detailed review of the literature. 
























































































































































































