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London, 30 August 2017 
 

Dear Vice-President Dombrovskis, 
 
US TREASURY REPORT ON THE US FINANCIAL SYSTEM AND IMPLICATIONS FOR 
EUROPEAN BANKS 

 
As Chairmen and CEOs of the 15 major European universal banks, we are strongly 
committed to supporting growth and development in the European economy. We serve our 
European customers through our branches and subsidiaries across Europe, and also 
support their overseas activities through our networks across the world. 

 
For our customers to be able to access the financial services they need as efficiently as 
possible in global markets, we rely on the harmonised implementation of international 
banking rules and the existence of effective international regulatory cooperation. On June 
12, the US Treasury released a report entitled: “A Financial System that Creates Economic 
Opportunity: Banks and Credit Unions”. This is to be followed by future reports which will 
assess, inter alia, the Orderly Liquidation Authority (OLA).  How the US Administration 
responds to the recommendations in these reports will have implications for the consistency 
of global banking regulation. 

 
The initial report reassuringly endorses continued participation by US regulators in 
international standard setting bodies and urges finalizing the Basel III reforms. At the same 
time, however, it raises questions and challenges around the detail of certain international 
standards – both those already agreed, and those close to agreement.  In light of this, it is 
important that the EU considers its own implementation plans and potential impacts, and in 
particular, possible competitive distortions if regulation governing major financial markets 
does not move forward on a consistent timetable and with consistent terms. 

 
Specific points we would like to bring to your attention in this context are as follows: 

 
Implementation of rules 

 
The initial report voices particular concerns over the economic impact of implementation of 
the Fundamental Review of the Trading Book (FRTB) and the Net Stable Funding Ratio 
(NSFR) regulations. It recommends a delay in implementing these international standards: 



“These standards represent additional regulatory burden and would introduce 
potentially unnecessary capital and liquidity requirements on top of existing capital 
and liquidity requirements”. 

 
At the same time, the Basel Committee has re-opened for review the calibration of the FRTB 
and NSFR, and the timeline for delivery of revised proposals is not clear. At this point, 
therefore, it is not clear either where the final calibration will land or what the US 
implementation of these international standards will ultimately look like. 

 
This lack of a co-ordinated approach concerns us greatly. Any lack of harmonisation in the 
implementation of the FRTB and NSFR between the US and the EU would lead to 
distortions in global financial markets, potentially creating substantial competitive 
disadvantages for customers served by EU banks. The resultant additional costs for EU 
banks would also constrain our ability to support the development of European capital 
markets and make more expensive our customers’ ability to pursue growth opportunities.  
Given the pending recalibration of these regulations at Basel, it is likely that implementing 
the current CRR2 proposals would either be impossible (in the case of FRTB), or would 
result in material unintended consequences (in the case of NSFR). We see this not as an 
issue risking financial stability, but one of competitiveness, and would note that the capital 
held against trading activities has already been significantly increased by the so-called 
Basel 2.5 proposals. 

 
In light of these issues, we believe it is important that the European Commission, Council 
and Parliament re-aligns the implementation of the CRR2 proposals to reflect the revised 
terms and timetable being discussed at Basel and considered in the US and other 
jurisdictions. This should include subjecting any agreed revisions to the FRTB and NSFR to 
a comprehensive impact assessment, before reaching final agreement on CRR2. Such an 
assessment should specifically include a review of the proposed level of application for the 
NSFR in the EU. 

 
US Orderly Liquidation Authority (OLA) 

 
The US Treasury has also announced it will in due course issue a report on whether the 
Orderly Liquidation Authority (as underpinned by the US Treasury) represents a moral 
hazard and a potential cost to US taxpayers. 

 
We believe that, if the OLA were to be eliminated, it would make the co-ordination of cross- 
border resolution involving the US much more difficult. This would, in turn, make wider 
global resolution planning more complex and so threaten the viability of existing recovery 
and resolution plans. The likely consequence would be greater fragmentation of capital and 
liquidity across jurisdictions. This would inevitably increase cost to our customers and act as 
a further constraint on economic activity.  Additionally, it would create barriers to global 
supervisory cooperation and trust. 

 
The EBG therefore urges EU finance ministries to raise the future of the OLA as a 
priority concern with their counterparts in the US Treasury. Such political intervention 
is necessary in order to build upon the current progress towards strong cross-border 
cooperation, and reaffirm the commitment to financial stability in resolution. 

 
As a parallel issue illustrating a fragmented approach, we note the EU Commission’s 
proposal to set its cross-border internal MREL requirement at the top of the FSB's range for 
internal TLAC. The EBG urges legislators to take note of the FSB's guiding principles on 
internal TLAC issued on 6 July, which are explicitly designed to avoid the damaging effects 
of excessive geographic ring-fencing. 



Conclusion 

 
These are areas of real importance to the ability of European Banks to operate competitively 
in global markets to the benefit of their customers and the economies they serve. We 
therefore hope that this letter will be taken into consideration in forthcoming European 
discussions in international fora. 

 
Yours sincerely, 

 

 
 
Douglas Flint 
Chairman of the European Banking Group 
and Group Chairman of HSBC Holdings plc 
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The European Banking Group (EBG) is a high-level discussion group formed with the aim to 
promote the European universal banking model and to provide a strong industry voice on 
European policy and regulatory issues. 

 
The EBG is attended by the Chairmen or CEOs of the 14 major European universal banks 
which are strongly committed to financing the real economy. 
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