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ABSTRACT This article examines banks’ positions on the 2014 proposals for EU banking structural
reforms. Centralization of authority in banking regulation and supervision has been a legislative priority in
the European Union (EU) since 2008 in order to address regulatory shortcomings in the aftermath
of the global finanical crisis. European decision makers have introduced more stringent capital adequacy
requirements and transferred greater powers to the European Supervisory Authorites. In 2014, the Eur-
opean Commission put forward a proposal for banking structural reforms comprised of two elements: a ban
on proprietary trading and mandatory separation of some trading activities from the deposit-taking entity.
We refer to ‘regulatory cascading’ in order to conceptualize the rapid and successive introduction of legis-
lative packages designed to fix problems and gaps in the EU banking regulatory framework. Our analysis
shows that the majority of European banks and financial services associations are opposed to further
banking structural reforms at the EU level. We find evidence that banks domiciled in member states that
have already passed reforms prefer those over EU alternatives. Large internationalized banks are most
opposed to further EU banking structural reforms.
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INTRODUCTION
The 2008 global financial crisis revealed that the
de-regulation agenda of the 1980s and 1990s in
jurisdictions hosting leading financial centers
such as the United States (US) and United
Kingdom (UK) undermined financial stability.1

Financial sector firms developed innovative
products but failed to introduce a matching
array of robust risk management practices. Since
2009, European governments have introduced a
series of reforms to ensure more hands-on
supervision, careful monitoring of systemic
risks, and higher capital adequacy of banks.2

At the same time, the rapid institutional innova-
tion and reforms in banking, both at the global
and European level, have given rise to compli-
ance and implementation challenges for the
financial industry. Increasingly, policymakers
conduct extensive regulatory impact assessments
before rolling out new legislation, but their
capacity to anticipate the consequences of reg-
ulatory changes remains bounded.3 In particu-
lar, policymakers rarely have a full overview of
the interaction between the new rules and their
cumulative impact on the regulated industry.

Immediately after 2008, reining in the finan-
cial industry dominated the global and Eur-
opean political debates. Centralization of
authority in banking regulation and supervision
became a key legislative priority in the EU
in order to fix the regulatory shortcomings.4

European decision makers transferred greater
powers to the European Supervisory Authorites
in banking, securities, and insurance; introduced
more stringent capital adequacy requirements;
and set out to create a European Banking
Union.5 By 2015, however, concerns about
the unintended consequences of over-
regulation have come to the fore. In 2014,
Frans Timmermans, the newly appointed First
Vice-President of the European Commission,
received the ‘better regulation’ portfolio and
a broad mandate to reduce the administrative

burden of European legislation on business, the
public sector, and consumers.6

In this article, we examine banking structural
reforms at the EU level against the backdrop of
similar legislation put forward at the global and
domestic level. The European Commission’s
2014 legislative proposal contains two main
elements: a ban on proprietary trading and
mandatory separation of some trading activities
from the deposit-taking entity. Earlier EU
legislation, such as the Capital Requirements
Directive IV and the Single Supervisory
Mechanism Regulation, offered large interna-
tionalized banks the advantages of a European
level playing field, single supervisory contact
point, and a single rulebook in banking.7

By contrast, the most tangible consequences of
the proposed EU banking structural reforms are
higher compliance costs and significant restruc-
turing of banks’ business operations.

Hence, European banks and financial indus-
try associations have expressed opposition to
EU-level banking structural reforms.8 The key
independent variables in our analysis of the
sources of this opposition are existing domestic
legislation in the area of banking structural
reform, bank size and degree of internationali-
zation. The selected issue area allows us to
unpack the complex interaction of global,
(macro-)regional, and national regulatory
changes introduced in the aftermath of the
2008 global financial crisis. We refer to ‘regula-
tory cascading’ in order to conceptualize the
rapid successive introduction of legislative
packages designed to address problems and gaps
in the EU banking regulatory framework.

In the following sections, we first take stock
of the proposed EU banking structural reforms
against the backdrop of similar global initiatives.
Next, we present two propositions to account
for the observed variation in stakeholders’
positions, focusing on banks and financial
industry associations. After that, we analyze the
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preferences expressed in the stakeholder con-
sultation submissions. The last section sum-
marizes the main findings of our analysis.

EUROPEAN BANKING
STRUCTURAL REFORMS IN A
GLOBAL PERSPECTIVE
The US and UK have led the international
efforts to re-structure the banking sector and
make systemically important banks more resili-
ent in the aftermath of the 2008 global financial
crisis. Both states are home to global, systemi-
cally important banks (G-SIBs) as well as host to
substantial operations of foreign G-SIBs. The
US adopted reforms such as the Volcker Rule,
the Swaps Push-Out Rule, and the Foreign
Banking Organizations Rule as early as 2010.9

The UK has spearheaded regulatory efforts in
Europe. The 2013 Financial Services (Banking
Reform) Act implemented the recommenda-
tions of the Independent Commission on
Banking, the so-called ‘Vickers Report’ (FTI
Consulting10, p. 2). These measures were
designed to reduce risks to the deposit-taking
parts of banking groups stemming from trading
activities and limit the implicit public guarantees
for banks. Moreover, policymakers aimed to
simplify the legal and operational structures of
complex banking entities in order to make it
easier to supervise and resolve the groups.
Eventually, the desired effect of the reforms
would be to reduce systemic risk, enhance
depositor protection, and limit the need for
state-led bailouts.11

At the global level, the G20 has been actively
engaged in coordinating the effort to harmonize
the measures adopted in different jurisdictions.
In 2013, the G20 called on the Basel-based
Financial Stability Board (FSB) to take stock of
the ongoing banking structural reforms. The
regulatory changes identified by the FSB fell in
four categories:11

1. Require ring-fencing of deposit-taking
activities and/or separation of specific activ-
ities into different legal entities;

2. introduce bank activity restrictions such as
bans on proprietary trading;

3. introduce or materially strengthen require-
ments related to capital, intra-group expo-
sure limits, liquidity, funding sources to parts
of a banking organization on a sub-consoli-
dated basis;

4. require or incentivize banks to operate
through certain structures rather than others,
for example, subsidiaries rather than
branches.

While US and UK lawmakers moved quickly
with the introduction of banking structural
reforms, progress in the EU has been slow.
At the time of writing, the European Parliament
and Council were considering the Commis-
sion’s 2014 proposal for a Regulation on Bank-
ing Structural Reform for the entire EU.12

It consists of two elements: first, a ban on
proprietary trading and, second, measures to
separate select trading activities from the
deposit-taking entity. The Commission pro-
posed common EU legislation on banking
structural reform despite existing individual
country measures in order to ensure a coherent
European approach. Its assessment hihglights a
number of anticipated benefits for the EU’s
single market, such as ‘uniform rules on banks’,
structures that would enhance financial stability
within the EU, better integrate financial mar-
kets, facilitate the orderly resolution and recov-
ery of the group, enhance the cross-border
provision of services, reduce competitive distor-
tions, and prevent regulatory arbitrage.12

The EU legislation in banking structural reform
is shaped by the recommendations of the 2012
Liikanen Report, prepared by the High-level
Expert Group on structural bank reforms.13

Analysts have highlighted the different
approaches to banking structural reform taken
in the US and the EU. The broader US focus
has been on removing investment-banking
activities altogether from commercial banks
and affiliates, while the European focus has
been on the separation of retail and investment
banking by ring-fencing through the use of
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subsidiaries, mainly in order to mitigate the risks
related to bank failure (FTI Consulting10, p. 3).
While the US has enacted stricter prohibitions
on proprietary trading for all banks, in the EU
there is no ban on proprietary trading outside of
the ring-fenced entities. Also, the scope is
narrower under the European proposals. For
example, the UK ring-fencing reforms apply
rules exclusively to domestic retail banking. The
latest EU proposals are conceptually similar to
ring-fencing in the UK, as they include the
mandatory separation of trading entities from
deposit-taking entities within a group and the
additional separation of other activities if
deemed necessary by the authorities in light of
the institution’s recovery and resolution plan
(FTI Consulting10, p. 3). At the same time, a
US-style ban on proprietary trading is also
envisioned in the EU reforms, but it will not
apply outside the ring-fenced deposit-taking
bank entity.14

The proposed banking structural reforms at
the EU level will have significant repercussions
for banks operating across the union. First, the
ban on proprietary trading would entail restrict-
ing the range of financial instruments that banks
may trade. The main objective of the legislation
is to reduce the systemic risk associated with the

largest, most complex, and interconnected
banks.11 This will affect trading in order to
make a profit for the bank’s own account,
without any connection to client activity, the
hedging of the bank’s risk, or for cash manage-
ment purposes. Just as under the Volcker Rule
in the US, trading in EU sovereign debt instru-
ments would be excluded from any restrictions
on proprietary trading.

Second, mandatory separation would require
that the deposit-taking entity and other entities
be fully distinct in legal, economic, governance
and operational terms. Once adopted, the
reforms would apply in all 28 EU member
states. The rules cover EU-based banks as well
as EU branches and subsidiaries of non-EU
banks. This proposal also aims to facilitate the
effective and timely resolution of the largest
and most complex banks. Risky activities
would be located in separate legal entities,
insulated from the core deposit-taking busi-
ness. The legislation will affect directly the
activities and structure of EU banks identified
as being of global systemic importance and/or
banks exceeding certain thresholds such as €30
billion in total assets and trading activities
either exceeding €70 billion or 10 per cent of
the bank’s total assets.12

CRD IV and CRR – in force 01/01/2014 

(capital adequacy)

Banking structural reform –  2015 ongoing

(mandatory separation following up on 2012 

Liikanen Report)

BRRD – in force 01/01/2015

(enhanced bank resolution, esp. for too-big-to-fail)

(enhanced bank supervision and resolution)

European Banking Union –SSM and SRM 

01/11/2014 and 01/01/2015

Figure 1: Regulatory cascading in banking structural reform in the EU.
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REGULATORY CASCADING IN
EUROPEAN BANKING SECTOR
REFORMS
If adopted, the proposed ban on proprietary
trading and mandatory separation of deposit-
taking from investment-banking activities
would add another layer of institutional reform
to already existing EU legislative measures in
the realm of capital adequacy, deposit guaran-
tee schemes, and bank resolution. To illustrate
the regulatory cascading observed at the
European level, Figure 1 summarizes the tim-
ing and purpose of major legislative packages
such as CRD IV, CRR, BRRD, SSM, SRM
and the 2012 Liikanen Report that set the
parameters for banking structural reform in the
EU.

Overall, European banking structural reforms
will have an impact on the trading practices
and operational structure of large internationa-
lized European banks, such as UK-based
HSBC, Barclays, and RBS; France-based BNP
Paribas; Germany-based Deutsche Bank and
Commerzbank; Spain-based Banco Santander
and BBVA; Netherlands-based ING; and Italy-
based UniCredit and Intesa Sanpaolo.15 The
measures will affect not only large global and
regional banks but also smaller cooperative
banks relying heavily on deposit taking such
as France-based Confédération Nationale du
Crédit Mutuel; Germany-based Bundesverband
der Deutschen Volksbanken und Raiffeisen-
banken; and Austria-based Raiffeisenbank.

A study conducted by Pricewaterhouse
Coopers for the Association for Financial Mar-
kets in Europe finds that up to 9 of 18 syste-
mically important banks in the region might
shut down their interest rates, commodities, and
securitization activities because returns would
be hit by the proposed banking structural
reforms.16 Considering the significant impact
of the changes on banks’ business models, it is
not surprising that the EU legislative proposals
have been met with an unprecedented amount
of resistance from member states hosting most
of Europe’s largest banks as well as banking
sector associations. Officials from five of the

countries that are most skeptical about the value
added of EU-level banking structural reforms,
France, the UK, Germany, Sweden and the
Netherlands, met in Riga in January 2015 to
discuss whether a common European approach
is necessary.17 At the same time, banks have
been actively lobbying the EU’s Financial Ser-
vices Commissioner, Jonathan Hill, to abandon
the structural overhaul of the EU banking
system altogether.18

EXPLAINING BANKS’
OPPOSITION TO STRUCTURAL
REFORMS AT THE EUROPEAN
LEVEL
To understand why the European banking
sector is vehemently opposed to further struc-
tural reforms at the European level, we analyze
the Commission’s stakeholder consultation on
‘Reforming the structure of the EU banking
sector’, conducted in 2013.19 In particular, we
investigate the factors shaping the extent of a
bank’s opposition to further banking structural
reforms in the EU. A growing body of literature
has shown that stakeholder consultations pro-
vide valuable insights into the positions of
business actors, consumer organizations, and
NGOs on European legislation.20 In terms of
the format used,21 the Commission conducted a
standardized online open consulation. It pre-
sented stakeholders with a list of closed-ended
questions. Any interested parties could then
submit a position and explain their reasoning
about the outlined questions.

Using qualitative content analysis,22 we
coded the submitted positions on a 1–5 scale,
where 1 indicates a favorable stance on further
EU banking structural reforms and 5 indicates
strong opposition to such changes. This is the
dependent variable in our analysis – position on
further EU banking structural reforms. Taking
into account the full sample of 47 stakeholder
statements issued by banks, financial industry
groups, and NGOs, we find that consumer
organizations and NGOs are the most vocal
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and ardent supporters of further banking struc-
tural reforms in the EU. By contrast, most
industry actors such as banks and financial sector
associations are opposed to additional structural
reforms at the EU level. Nevertheless, even
among the groups opposing further structural
reforms, some actors are willing to accept some
changes while others dismiss any additional
reforms as an unnecessary regulatory burden.
How can we explain variation in the positions
of banks and financial industry groups? We put
forward two propositions to account for the
observed differences.

Proposition 1: Banks domiciled in jurisdictions
that have implemented domestic banking struc-
tural reforms prefer those over other EU
alternatives.

We expect that banks domiciled in a jur-
isdiction that has already adopted banking
structural reforms will express a preference to
have these ‘uploaded’ on the EU level. Both the
historical institutionalist mechanism of path
dependence and the rational choice mechanism
of adjustment costs would lead us to anticipate
that banks domiciled in jurisdictions that have
implemented domestic banking structural
reforms would prefer the domestic status quo
over other EU alternatives. Path dependence is
often induced by earlier policy choices through
positive feedback effects.23 When banks adopt a
national regulatory regime, they put in place
internal rules to ensure compliance. Organiza-
tionally, ‘the path of least resistance’ for banks is
to stick to the standard operating procedures
that have been put in place. Moreover, follow-
ing the logic of rational choice institutionalism,
the additional financial costs of complying with
a different regulatory regime would also compel
banks to choose the national status quo over
other EU alternatives.

Several EU member states such as the UK,
France, and Germany have already put in place
domestic banking structural reforms before any
common EU plan had been developed. Follow-
ing our first proposition, we would expect
banks domiciled in the UK, France, and

Germany to express a preference for the type
of reform introduced in the home jurisdiction.
To begin with, the UK has introduced two key
structural banking reforms: the so-called ring-
fencing of core banking activities and a new
authorization procedure for UK branches of
non-EEA banks.24 Drawing on the recommen-
dations of the 2011 Vickers Report, this legisla-
tive act requires a UK bank’s retail deposits,
overdrafts, and associated payments services to
be placed in a subsidiary, also referred to as a
‘ring-fenced body’, which in turn is prohibited
from engaging in a range of investment bank-
ing activities.25 The main objective of ring
fencing is to insulate the provision of core
banking services from what are perceived as
riskier investment activities.

Apart from the UK, France and Germany
have also adopted domestic banking structural
reforms, largely following the recommenda-
tions of the 2012 Liikanen report. These mea-
sures aim to preserve financial stability and
protect deposits and retail banking against risks
arising from certain trading activities. In both
states, if a deposit-taking credit institution, or an
entity that belongs to a group that includes a
deposit-taking credit institution, exceeds certain
thresholds, it must either discontinue certain
trading activities or transfer those activities to
a trading entity which is economically, oper-
ationally, and legally separated from the
deposit-taking credit institution.26

Under the French and German reforms, the
activities that need to be structurally separated
from core deposit-taking operations are pro-
prietary trading and certain relations with hedge
funds.10 Proprietary trading is defined as an
acquisition and sale of financial instruments on
the institution’s account, without a service for
third parties, except when used for prudent
hedging and management of the institution’s
capital. At the same time, market-making,
which is considered as a key activity for the
financing of the economy, is still allowed within
the deposit-taking credit institution.26 This is
seen as a measure preserving the universal bank-
ing model, which is wide-spread in the EU.

Spendzharova et al
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Proposition 2: Large internationalized banks are
most opposed to further banking structural
reforms at the EU level.

We expect that the business model of a bank
or financial group will influence its position on
the desirability of banking structural reform in
the EU. In particular, if the bank perceives the
effect of regulatory reform to be detrimental and
costly, we would expect a negative position on
the proposed legislation. Large internationalized
banks have supported recent harmonization
measures in EU banking supervision such as
introducing a single rulebook.27 Yet, the evi-
dence so far suggests that they are very skeptical
about the value added of banking structural
reforms at the EU level, despite the arguments
of reform advocates such as the European Com-
mission and the European Central Bank (ECB).
For example, Vitor Constâncio, a member of the
ECB’s Executive Board, has warned that a
‘patchwork of inconsistent national frameworks
would increase financial fragmentation across the
single market and carry a risk of regulatory
arbitrage.’17 Nevertheless, industry associations
have focused on defending national reform
initiatives and criticizing the European proposals.
In a joint letter to EU Commissioner Frans
Timmermans, the British Bankers’ Association
and the French Banking Federation have argued
that the EU initiative is outdated, harmful to
capital markets and complicates the implementa-
tion of existing national laws, such as the UK’s
Vickers reforms introducing ring fencing and the
structural reforms implemented in France.18

With that said, we need to take into account
that EU banking structural reforms will affect not
only large internationalized banks but also smal-
ler cooperative banks. Mandatory separation
measures will undermine their so-called ‘inverted
pyramid’ structure of co-operative networks,
where local co-operative banks jointly own the
central bank institutions. One of the main func-
tions of a cooperative central bank is to secure
the liquidity and refinance the regional coopera-
tive banks and its subsidiaries. The industry
associations of cooperative banks have argued

that a separation of trading activities would limit
the nationwide supply of adequate credits and
financial products to SMEs and private clients.28

In addition, it would lead to a rise in funding and
liquidity cost for the regional cooperative bank.
Overall, we expect smaller cooperative banks to
express a preference for national discretion in the
implementation of any EU-level banking struc-
tural reforms and exemptions for banks with
smaller balance sheets. However, in our sample,
these actors express their preferences through
EU-level industry associations such as the
European Association of Co-operative Banks
(EACB), European Association of Public Banks,
and European Savings Banks Group rather than
as individual entities.

ANALYZING THE STAKEHOLDER
POSITIONS
Consumer associations such as the Federation of
German Consumer Organizations and Portu-
guese Consumer Association are by far the most
ardent supporters of further banking structural
reforms at the European level. We summarize
the rationale for supporting further reforms pre-
sented by consumer organizations before
unpacking the sources of banks’ opposition to
additional banking structural reforms. For exam-
ple, the Swedish Association for Bank Customer
Rights, established in response to Sweden’s
banking crisis in 1987–1993, prefers a EU-level
legislative initiative to ensure full bank separation,
as ‘without a full bank separation the deposits on
the bank accounts of the European SMEs and
depositors are endangered.’29 Similarly, the Eur-
opean Financial Services User Group expresses
full support for the separation of Europe’s largest
and most complex banks. According to the
association, the reform of the EU banking sector
‘should aim for the elimination of taxpayers’
liability, excessive risk-taking, and the stake that
taxpayers have in the trading parts of banking
groups’ (FSUG30, p. 3). The group emphasizes
that EU reforms need to go further than the ring-
fencing measures adopted in the UK, for exam-
ple, and urges to ‘electrify’ the ring fencing of
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commercial banking activities by more stringent
bank separation legislation that applies to all
banks active in the EU (FSUG30, p. 4).

A few banks have also expressed support for
the proposed mandatory separation of deposit-
taking and investment activities. For instance,
Spain-based Banco Popular, the Italian Banking
Association, and Spain-based la Caixa Goup all
signal support for further banking structural
reforms. La Caixa acknowledges the risk of
over-regulation, but maintains that ‘the separa-
tion of highly risky activities –mainly proprie-
tary trading – would increase the resilience of
the banking system and reduce the distortions
that arise from cross-subsidization between
depositors and other activities.’31

The opponents of further banking structural
reforms at the EU level include large interna-
tional and regional banks such as Deutsche
Bank, UniCredit, Standard Chartered, RBS
Group, Nordea and SEB. At the same time,
associations representing public banks and
cooperative banks also express opposition to
further structural reforms. Let us probe more
carefully the factors driving the extent of oppo-
sition to further EU reforms, referring to pro-
positions 1 and 2.

According to proposition 1, we expect banks
domiciled in jurisdictions that have implemen-
ted domestic banking structural reforms to
prefer those over other European alternatives.
As shown in Table 1, the positions of banks
based in the UK, Germany, and France are in
line with this expectation. Although they
express different intensity of opposition to EU
structural reforms, four of the five UK-based
actors in the sample, Barclays Bank, the British
Bankers’ Association, RBS and Standard Char-
tered, signal that they will accept the ring
fencing of core banking activities. This is in line
with the domestic measures implemented by
the UK government discussed earlier in the
article. Similarly, Germany-based banks and
associations stress that the German legal frame-
work provides significant safeguards for finan-
cial stability. Two out of three France-based
actors in the sample, Crédit Agricole and the

French Banking Association, express a prefer-
ence for the French domestic status quo. Crédit
Agricole explicitly emphasizes that the Eur-
opean framework ‘should be based on the main
principles underlying the French and German
banking reforms laws.’32 An additional finding
of our analysis is that Spanish banks are located
on the opposite end of the spectrum and express
a strong preference for further European bank-
ing structural reforms. At the same time, the
small number of submissions in the stakeholder
consultation warrants caution when we general-
ize these findings to the entire domestic banking
sector in the EU member states.

According to proposition 2, we expect large
internationalized banks to be most opposed to
further European banking structural reforms.
To test this proposition we conducted a differ-
ence of means test. We checked whether there
is a statistically significant difference in the
average score on acceptance of or opposition to
European banking structural reforms among
three distinct groups of actors in the stakeholder
consultation. The independent variable in this
case, type of actor, has three levels: large inter-
nationalized banks (including both global and
regional banks); banking associations; consumer
organizations and non-governmental organiza-
tions (NGOs). Table 2 reports the descriptive
statistics for the independent variable. The
anova analysis was significant. Thus, we can
reject the null proposition there is no diffe-
rence in the mean scores of the three groups of
actors. As shown in Table 3, we established
statistically significant pair-wise differences
among several groups. Both large internationa-
lized banks and banking associations have a

Table 1: Banks’ positions on EU banking structural
reforms, domestic status quo v. further European reforms

EU
member
state

Number of banks
in stakeholder
consultation

Preference for
domestic
status quo

Preference for
more European

reforms

UK 5 4 (80%) —
France 3 2 (67%) —
Germany 2 1 (50%) —
Spain 2 — 2 (100%)
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significantly higher level of opposition to EU
banking structural reforms compared to consu-
mer organizations and NGOs. However, the
pair-wise comparison of large internationalized
banks’ and banking associations’ mean scores is
not statistically significant. Both types of actors
are rather opposed to further EU level reforms.

The stakeholder consultation positions con-
firm significant opposition to EU banking
structural reforms, especially from large inter-
nationalized banks. The analysis showed that
banking sector associations are also rather
opposed to further reforms. Let us consider in
greater detail the arguments presented by finan-
cial sector actors. Denmark-based Danske Bank
also argues that mandatory separation of
deposit-taking and investment activities would
undermine financial stability by removing the
diversification benefits inherent in the universal
banking model.33 Instead of an across-the-
board mandatory separation in the EU, the
bank favors harmonized effective resolution
plans, clear bail-in mechanisms, and thorough,
appropriate limits on risk taking in investment
banking. It also points out that these goals are
addressed through existing EU legislation such
as BRRD and SRM. Similarly, the position of
UK-based RBS shows concern that manda-
tory EU-wide structural reforms may be

detrimental. RBS warns that ‘such measures
might serve to concentrate risk by undermining
the diversity of European banks that have arisen
to serve customers’ needs.’34

The German Banking Industry Committee
(GBIC) is a forum that brings together the
central associations of the German banking
industry, representing over 2000 private com-
mercial banks, cooperative banks, public-sector
banks and savings banks. Its position highlights
the importance of diversity of national banking
structures across the EU for the stability and
resilience of the European banking system. The
committee points out that structural separation
would lead to a concentration of risks in uni-
form business models, which goes against the
goal of the legislative package. GBIC also
emphasizes the importance of the universal
banks model in Europe, which would be
jeopardized under broad ex-ante separation and
argues that, when done responsibly, mixing
funding from deposits and the capital market
benefits the banking business as a whole
(German Banking Industry Committee35, p. 3).

Managing regulatory cascading
So far, we have seen that banks domiciled in
jurisdictions that have passed reforms prefer

Table 3: Position on EU banking structural reforms, pair-wise comparisons

Type of actor Difference of means Standard error Significance

Large internationalized banks v. Banking Associations 0.366 0.475 0.446
Banking Associations v. Consumer organizations and NGOs 1.551* 0.389 0.000
Consumer organizations and NGOs v. Large internationalized banks −1.917* 0.425 0.000

Note: * indicates statistically significant difference of means between the two groups, P<0.05.

Table 2: Position on EU banking structural reforms, descriptive statistics

Type of actor Mean score position on EU level
reforms

Standard
deviation

Number of positions in this
category

Large internationalized banks 4.25 0.95 10
Banking Associations 3.89 0.96 13
Consumer organizations and

NGOs
2.33 1.27 24

Note: The positions were coded on a 1–5 scale, where 1 indicates a favorable stance on further EU banking structural
reforms and 5 indicates strong opposition to such changes.

Too much, too fast
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those over EU alternatives and large interna-
tionalized banks are most opposed to further
EU banking structural reforms. In addition, the
stakeholder positions offer evidence that
European banks are concerned about the
perceived growing regulatory burden of EU
legislation. Of all 47 positions, 21 (44, 7 per
cent) express some concern about the cumula-
tive effect of EU regulations imposed in addi-
tion to national and global ones. Clearly, this is
an important issue brought up by the European
banking sector, taking into account that the
format of the stakeholder consultation is
a structured questionnaire and regulatory cas-
cading was not explicitly mentioned among
the topics.36

How do banks and financial sector associa-
tion substantiate these concerns? For example,
the German Banking Industry Committee
underscores that preceding EU legislative
packages such as CRD IV, CRR, and BRRD
have ‘tightened capital and risk management
requirements, granted supervisors more powers
or are planning to do so, and initiated a reason-
able solution to the problem of banks becoming
too big to fail’ (German Banking Industry
Committee35, p. 2). Furthermore, the commit-
tee takes issue with the reasoning for banking
structural reform, arguing that there is no
evidence that structural separation reduces com-
plexity and the likelihood of banking crises.
It stresses that ‘separating risks by transferring
trading exposure onto one entity and credit risk
onto another has no bearing on the financial
system’s aggregate exposure. Even after a
separation, a complex and risky transaction
remains just that’ (German Banking Industry
Committee35, p. 3). We see similar concerns in
the individual position of Deutsche Bank,
which stresses that legislative packages such as
BRRD, CRD, CRR and EMIR will tackle
sufficiently interconnectedness and contagion
risk between financial entities. It also questions
whether there are any ‘material financial stabi-
lity benefits that would arise from the imple-
mentation of [additional] structural reform
proposals.’37

The International Capital Market Associa-
tion (ICMA) is a pan-European organization
representing a broad range of capital market
interests such as global investment banks,
smaller regional banks, asset managers,
exchanges, law firms, and other professional
advisers. Its position warns about overlap among
the various regulatory initiatives at the EU level
and concludes that ‘any final proposals which do
emerge may not necessarily all fit neatly
together in terms – either with respect to their
content and/or their timing’ (ICMA38, p. 2).
The association also highlights the interrelated
financial regulatory reforms under way in the
EU, such as ‘improvements to bank capital and
liquidity (CRR/D) and to the resolvability of
banks which do nevertheless run into difficulties
(RRD); alongside improved rules for trading
(MiFIR/D, SSR and MAR/D); and new
requirements for clearing (EMIR) and settle-
ment (CSDR). Other measures further improve
investor protection (PRIPS), whilst the buy side
of the industry must also come to terms with its
new regulations (AIFMD and UCITS)’
(ICMA38, p. 4).

Furthermore, The EACB emphasizes that
banks have undergone significant behavioral
adaptations because of the ongoing reforms and
due to the demands of their shareholders and
clients. Thus, it concludes that ‘it is questionable
if a general mandatory separation for all credit
institutions will bring any added value.’39 The
association stresses that the problems of
shortages of liquidity and supervision identified
during the crisis are already being addressed by
the CRDIV/CRR package, with its higher
capital and liquidity requirements, more risk-
sensitive approach, and new stringent govern-
ance and remuneration rules; the BRRD; the
upcoming DGS Directive; and the CSD Reg-
ulation, which will change the business models
of clearing houses. The association underscores
the cumulative effect of BRRD, MiFID II,
UCITS V, EMIR, AML and the Basic Payment
Account Package – all introducing more
stringent requirements. Especially regarding
the BRRD, under certain conditions, the
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resolution authority has the power to require an
institution to separate its activities at the stage of
preventative powers or at the resolution stage.39

In a similar vein, the only organization from the
new member states which filed a stakeholder
position, the Czech Banking Association, stres-
ses that the too-big-to-fail issue has already been
addressed by quite a few other initiatives at the
global or European level such as SIFI capital
surcharges (G-SIFIs, D-SIFIs and so on ), bail-in
tools, recovery and resolution planning.40 The
association warns that streamlining European
banks models through mandatory separation
would decrease diversity and, ultimately, may
negatively affect financial stability.41

CONCLUSION
Our analysis of 47 stakeholder consultation
positions on European banking structural
reform confirms that consumer organizations
are the main proponents of introducing a ban
on proprietary trading and enforcing structural
separation of banks’ deposit-taking and invest-
ment activities. The US and UK were paceset-
ter in this policy area, putting forward proposals
such as the Volcker Rule in 2010 and Vickers
Report in 2011. By contrast, the common EU
approach to banking structural reform has
developed more slowly than similar national
initiatives in individual member states such as
the UK, Germany, and France. The analysis
shows that the majority of European banks and
financial services associations are opposed to
further banking structural reforms at the EU
level. We also find evidence that banks dom-
iciled in jurisdictions that have passed reforms
prefer those over EU alternatives and large
internationalized banks are most opposed to
further EU banking structural reforms.
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