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Comments

General
Comments
1.

We believe that the supervisory approach should reflect the material risks posed by the group of companies. The authorities, by
way of the (new) means to mitigate systemic risk and, arguably, with rules in place before the autumn of 2008, are able to take
supplemental measures, including structural. Regard should be given to additional supervisory requirements of G-SIBs (E-SIBs
and D-SIBs) in this context and the interaction of this with conglomerate requirements. Clarity is also required around the need
for sub-financial conglomerate supervision if powers are to be introduced to have a single point of entry to supervise entire
financial conglomerate. In this regard we would approve of recommendations 2 & 3, and recommendation 1 with option 2.

2.

Such determination should depend on the group and its risk profile. For groups which are exclusively financial it should be the top
legal entity for other groups it will depend on the group and its risk profile and availability/need of support in a stress – although
the default presumption should be that the top-level Financial Hold Co should be responsible .

3.

Such determination should depend on the group and its risk profile. The determination should be made by the supervisor rather
than the European Commission. The European Supervisory Authorities should draft guidance for national authorities to follow.
See above for need to consider other regulatory developments e.g. G-SIBs and the interaction with conglomerate requirements.

4.

Incentives should depend on the group and its risk profile. However, comparative transparency would be aided by requiring
publication of FICOD consolidated capital data for those conglomerates not presently providing a full group-level capital
consolidation on either a Basel III (CRR/CRD4), or a Solvency II basis.

5.

We believe that the authorities, by way of the (new) means to mitigate systemic risk and, arguably, with rules in place before the
autumn of 2008, are able to take supplemental measures, including structural.

Annex H
Questions
General
Comments
1.

The inclusion of pension schemes and special purpose companies may extend the scope to most financial institutions. It will
depend on what impact IORPs have on the threshold tests. It also depends on how regulatory/supervisory rules are applied
locally at present. It could mean more financial institutions would need to consider the threshold. The merits of the extension or
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otherwise can only be proven on a case by case basis.
2.

These groups would vary in terms of size and risks.

3.

The capital requirements ought, in theory and ideally, to match the risks. Basel III and, possibly, Solvency II will require
sponsors to allocate capital for final salary/defined benefit pension funds in deficit. Regulators, tasked with ensuring financial
stability, can require firms to hold additional capital and liquidity for their off balance sheet operations. This would be the
situation in the UK, where we would foresee little additional capital requirement arising. Capital and liquidity requirements should
at all times be commensurate with the risks of the activities being undertaken. Again there should be no double counting with
additional requirements for other purposes e.g. capital buffers for systemic firms
Additional costs will result from new accounting and capital management/planning, modelling (where necessary), and reporting
and IT requirements. The industry will need to engage with the joint authorities if this is to form a binding technical standard in
order to harmonise reporting of such information. The obvious starting points include what is meant by ‘significant’, what form
the reporting will take (an addition to current COREP requirements?) and the frequency of reporting and drafting timetable
(including the implementation date). Significant attention needs to be given to the interaction with reporting requirements for
other purposes including G-SIBs etc.

4.

5.

[Not applicable: It is for national supervisors to respond.]

Key messages


As the resilience of not just firms, but the financial system too has become the objective of the authorities, and the
interaction of banks with the so-called “shadow banking system” and additional capital requirements for
systemically important financial institutions (“SIFI”) are under consideration, we believe that the concept of the
Financial Conglomerates Directive (FICOD) should be reconsidered.



The Capital Requirements Directive IV and Capital Requirements Regulation, especially the capital and liquidity
requirements for engagement with non-bank financial institutions and sponsorship of pension schemes address
the concerns raised by the authorities.



The Liikanen panel is considering the merits of structural reform and is due to report in September. Article 6 of the
draft Resolution and Recovery Directive (RRD) enables the authorities to require a group to restructure itself prior
to resolution. The European Commission plans to issue corporate governance proposals this autumn. Should
there be any recommendations by that panel, it would be helpful for the “shadow banking”, SIFI, Vickers (also
known as the Independent Commission on Banking), Liikanen, RRD and corporate governance reforms to be
considered when drafting the revised FICOD. Any additional capital requirements should be mindful of regulatory
developments across the board.



The ability of home state regulators to issue waivers should be maintained.



It is essential to avoid the layering of reporting. COREP/FINREP requirements are extremely detailed and should
be leveraged in the first instance.



For bancassurance conglomerates, it is not clear what the implications on the insurance portfolio are? Is Solvency
II applicable, in full or “lite”? This would be very costly, not to mention that there is not sufficient time for
implementation? There is a disconnect on implementation dates FICOD, expected 2013, and SII, due in 2014.
What would be the applicable interim rules, Solvency I?
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