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Dear Commissioner, _t

I write to you regarding forthcoming proposals to reform the structure of the EU banking
sector in order to establish a safe, stable and efficient banking system which serves the
needs of citizens, the EU economy, and the internal market.

Safeguarding financial stability and the continuity of banking services are crucial for
companies to access the finance that is necessary to create growth and jobs.
Strengthened and more centralised financial supervision will significantly improve
cross-border oversight and should contribute to greater financial stability. Improved
capital and liquidity measures will build a more resilient banking sector and improve the
banking sector’s ability to absorb shocks arising from financial and economic stress.
The recently agreed arrangements for early intervention and resolution will also help to
curb excessive risk-taking through greater market discipline.

European businesses, and especially the smaller and medium-sized businesses,
depend highly on bank lending (the European banks’ share of credit intermediation is 3
times higher than in the US and small businesses borrow 2 times more from banks
than large corporations). These companies need the availability of financing from the
(international) banks that are active in the EU. These banks provide liquidity to the
financial markets and are active in specialist financing and business niches. They need
to be healthy to support EU business and the broader economy.

Companies benefit from banking with diverse banks. They often need the balance
sheet of a large bank to support them, for example when a debt or equity capital
issuance has to be underwritten. Large and diverse banks have more flexibility to use
their balance sheets, using funding across customer groups and from a diverse range
of sources which permits more extensive lending activity.
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Companies are exposed to different risks and face different challenges depending on
their size, activities and the economic cycle. Universal banks are able to manage these
risks by being able to diversify them across a wide group of different customers.

Companies use a wide variety of banking products. Typically, smaller businesses use a
narrower range of products but as soon as a business starts to grow, and becomes
more international and complex, it needs to invest and finance its business but also to
manage its interest, foreign exchange and commodity risk. Although it is common for
companies to use several banks, it can be more efficient, especially for growing and
small and medium-sized companies, to source integrated services from a bank with
which they have a long standing relationship and which understands the needs of the
company concerned. Such an institution can make quick, qualitative judgements about
the credit quality of the company concerned. If a single bank can provide such a wide
range of banking products, it can also reduce complexity and therefore the operational
risk of the company concerned.

Businesses can also obtain cost efficiencies from using a single bank and cost
efficiencies for large banks can be passed on to businesses reducing the costs overall.
They can negotiate better contracts and it is easier to manage and monitor a
relationship with a single bank. Businesses also often net exposures related to financial
instruments used to manage risk with one bank to reduce its credit positions, credit risk
and funding requirements.

BUSINESSEUROPE thus sees benefits in the integrated services that are provided by
large universal banks and is therefore not supportive of a proposal that would separate
trading activities from core deposit taking function of banks. Having said this, we do
believe that enhanced competition will increase transparency in the pricing of bank
products and services. The EU should therefore focus on measures that reduce
barriers to entry into the banking market and carefully assess the impact of any
structural reform measures. This will encourage more diverse forms of finance -

including non-bank finance - and ensure that the EU remains an attractive market
increasing the choice and possibilities for businesses to access the finance they need
to create growth and jobs.

We hope that you share these views and will be able to ensure that the EU banking
sector can contribute to growth and jobs. We remain at your disposal should you wish
to discuss this subject further.

Yours sinc
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