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A Snapshot of Structural Reform in the European Bank Sector
(as at April 2014)

European Union

In January the European Commission published its legislative proposal for a Regulation introducing structural 

reforms to the EU bank sector, building on the recommendations of the Liikanen Report of 2012. The proposed 

Regulation would prohibit banks from engaging in proprietary trading in financial instruments, trading of physical 

commodities and (with some exceptions) investing in hedge funds, although the Commission’s definition of 

“proprietary trading” is narrower than that contained in the US “Volcker Rule”. In addition to the proprietary 

trading ban, the new rules would also give supervisors the power to require banks to transfer other high-risk 

trading activities to separate legal trading entities within the group. Such separation would become mandatory 

where the trading activities of banks and the related risks are found to exceed certain thresholds. A derogation 

from these separation requirements is proposed for banks covered by national legislation adopted before 29 

January 2014 that has an “equivalent effect”. Further information: Edward Chan (+44) 207 456 4320

Belgium

Belgium’s government has submitted to the Belgian Parliament a draft law which will prohibit banks from 

engaging in proprietary trading. In order to comply with the prohibition, banks should either cease their trading

activities or transfer them outside the consolidation perimeter to a stockbroking firm. There will be a safe 

harbour for some transactions – including for trading on behalf of clients, market-making and hedging – but only 

if certain conditions are met and subject to capital surcharges when such transactions exceed certain levels. 

The law has yet to be approved by the Parliament. Further information: Etienne Dessy (+32) 2501 9069

France

France passed legislation last July which in essence preserves the French universal banking model but which 

requires banks, by 2015, to set up dedicated subsidiaries, subject to separate regulation and specific capital 

requirements, in order to conduct so-called speculative activities such as proprietary trading. Banks will also be 

prohibited from engaging in high frequency trading or speculative trading of agricultural commodity derivatives. 

Certain activities, however – including perhaps most notably market-making – will continue to be permitted 

within the main, deposit-taking part of the bank. Further information: Paul Lignières (+33) 156 43 5701 or 

Marc Perrone (+33) 156 43 5867

Germany

Last August Germany finalised a law obliging banks to spin off their proprietary trading activities into a company 

that is legally, economically and organisationally separate. The law applies to banks with “risky” activities 

(including proprietary trading, high frequency trading or hedge fund financing and other highly leveraged 

alternative investment fund operations) that either surpass €100bn in value or amount to 20% or more of their 

balance sheets. Deposit-taking credit institutions will still be able to carry out proprietary trading on behalf of 

clients, including market-making, but the German regulator will be empowered to demand the separation of 

market-making in individual cases. Banks have until 1 July 2015 to establish a separate financial trading 

institution. Further information: Andreas Steck (+49) 697 1003 416 or Mareike Gruhn +(49) 697 1003 505

Italy

There are currently no major structural reforms under discussion in Italy, beyond those taking place at the 

supranational level. Further information: Valentina Zadra (+39) 028 8393 5340
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Luxembourg

There are currently no major structural reforms under discussion in Luxembourg, beyond those taking place at 

the supranational level. Further information: Nicki Kayser (+352) 2608 8235

Netherlands

The Commission on the Structure of Dutch Banks published its final report last June, in which it recommended 

that deposit banks’ risk profiles should be structurally limited via the ring-fencing of trading activities that exceed 

certain limits, in line with the proposals of the Liikanen Report, and that banks should also be prevented from 

trading for their own account. A legislative response to the Commission’s report has not yet been proposed.

Further information: Henk Arnold Sijnja (+31) 207 996 260

Spain

The Spanish bank sector has already undergone substantial reform as part of the euro area’s financial 

assistance programme, including the segregation of troubled assets to a newly created asset management 

company. However, there are currently no major structural reforms of the type contemplated by the Liikanen 

Report, for example, under discussion in Spain, beyond those taking place at the supranational level. Further 

information: Iñigo Berricano (+34) 913 99 6010

United Kingdom

UK legislation implementing key recommendations of the Independent Commission on Banking was passed in 

December 2013 and includes the introduction of a ring-fence between retail and investment banking activities. 

Any UK entity carrying on certain “core” activities and services (such as, broadly, accepting deposits) must be a 

“ring-fenced body” and will be limited in its activities and the exposures it can have to other financial institutions

(including to those within its group). Subject to limited exceptions, proprietary trading (including dealing in 

derivatives) and dealing in commodities will not be allowed within the ring-fence. UK regulators will have a 

reserve power, in certain circumstances, to restructure ring-fenced banking groups. Banks will be expected to 

have implemented the reforms by 2019. Further information: Edward Chan (+44) 207 456 4320

United States (to extent of extraterritorial application)

In December, final regulations to implement the “Volcker Rule” were approved by US agencies. Part of the 

Dodd-Frank Act financial reform legislation, the Volcker Rule will significantly limit, or prevent, certain US and 

non-US banking organisations from conducting proprietary trading or sponsoring or investing in certain private 

investment funds (including hedge and private equity). The final rule does offer a number of concessions and 

exceptions to non-US banking organisations, including with respect to underwriting, market-making, traditional 

asset management activities, and trading and fund activity conducted outside of the United States. Nonetheless, 

it will constrain the worldwide activities of non-US banks and their affiliates, sweeping them into a US-centric 

compliance and reporting regime that will inevitably conflict with home country customs and requirements. 

Further information: Robin Maxwell (+1) 212 903 9147

For further information, please contact named individuals (firstname.lastname@linklaters.com) or any of your 

usual contacts.
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