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The Polish Bank Association established 35 years ago represents commercial and
cooperative banks as well as credit institutions branches in Poland, directly representing
above 90% of assets of Polish banking sector. Over 100 banks operating in Poland are
our members. We actively protect the interests of our members on domestic as well as
international and EU level, also by our Representation Office in Brussels since July
2015.

Introductory Remarks

Polish Bank Association welcomes the opportunity to provide comments on the
European Commission’s Communication “Competitiveness of the Banking Sector and
the Single Market in Banking” of 17% July 2026. The PBA actively participated in the
consultation process preceding the publication of the Communication and appreciates
the Commission’s efforts to identify key structural challenges facing European banks in
an increasingly competitive global environment.

In our view, the Communication correctly identifies a number of important obstacles to
the competitiveness of EU banks and outlines a generally positive direction for future
reforms. However, many of the proposals remain broad and conceptual in nature. Their
ultimate impact will depend on how they are translated into concrete legislative
measures. It is therefore essential that future regulatory initiatives adequately reflect the
diversity of banking sectors across the European Union and take into account the
specific circumstances of different Member States, including those outside the euro area.
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Ensuring Proportionality for Small and Less Complex Institutions

One of the most important issues for the Polish banking sector is the need to ensure
genuine proportionality within the prudential framework. Over recent years, prudential,
reporting, disclosure and resolution requirements have become increasingly complex
and burdensome, often affecting small and less complex institutions in a manner
comparable to large cross-border banking groups.

This issue is particularly relevant for cooperative banks, which play a vital role in
financing local communities, agriculture, small and medium-sized enterprises and local
governments. These institutions generally operate under low-risk business models
focused on traditional deposit-taking and lending activities. Nevertheless, they are
frequently subject to regulatory requirements designed primarily for large
internationally active banks.

The PBA therefore strongly supports a comprehensive review of proportionality across
the entire regulatory framework, including microprudential, macroprudential and
resolution requirements.

In particular, we advocate:

« a substantial simplification of reporting and disclosure obligations for small
and less complex institutions;

« a review of overlapping prudential, macroprudential and resolution
requirements in order to eliminate duplications and inconsistencies;

e a recalibration of capital buffer requirements to better reflect the size,
complexity and risk profile of individual institutions;

o arevision of the MREL framework to align it more closely with international
TLAC standards and to reduce the number of institutions subject to MREL
requirements;

o ecnhanced cooperation between supervisory authorities, resolution
authorities and deposit guarantee schemes in order to reduce duplicative
reporting requirements and administrative burdens.

Reducing unnecessary complexity would allow smaller institutions to dedicate more
resources to financing households and businesses, thereby supporting economic growth
and financial inclusion across the European Union.
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Cross-Border Integration and Safeguards for Host Member States

The PBA supports measures aimed at improving the efficiency of capital and liquidity
allocation within cross-border banking groups. Greater integration of the European
banking market may generate important benefits in terms of efficiency, competitiveness
and resilience.

At the same time, any further integration must adequately safeguard the legitimate
interests of host Member States, particularly countries outside the euro area and outside
the Banking Union, such as Poland.

The banking sectors of several Central and Eastern European countries continue to be
characterised by a significant presence of foreign-owned banking groups. As a result,
proposals facilitating the centralisation of capital, liquidity and risk management
functions within parent institutions may have important implications for financial
stability in host jurisdictions.

Historical experience from previous financial crises demonstrates that the interests of
home and host authorities are not always fully aligned. The risk of contagion from
difficulties affecting banking groups headquartered in one Member State to otherwise
sound banking sectors in another Member State cannot be disregarded.

For this reason, the PBA supports measures enhancing cross-border integration only if
accompanied by robust safeguards protecting the financial stability and supervisory
interests of host Member States.

In particular:

« the regulatory framework should preserve adequate powers and tools for host
authorities to monitor and address local risks;

o the specific situation of Member States outside the euro area should be fully
taken into account;

« future legislative proposals should clearly distinguish between subsidiaries and
branches, given their fundamentally different legal, supervisory and resolution
frameworks.

A more integrated banking market should not result in a weakening of the resilience of
local banking systems or in a reduction of the capacity of host authorities to protect
financial stability.
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Supporting European Growth and Investment

The PBA supports the Commission’s intention to ensure that prudential regulation better
supports investment and economic growth within the European Union.

In this regard, we particularly welcome:

o areview of the treatment of unrated corporates under the output floor framework,
which is especially important in Member States where SMEs play a dominant
role in the economy;

o an assessment of the prudential treatment of specialised lending, including
project finance, in order to support strategic investments, industrial
transformation and European reindustrialisation;

o arapid revision of the prudential treatment of software assets, which would
facilitate the digital transformation and modernisation of the banking sector.

The implementation of international standards should continue to respect European
specificities and avoid placing EU banks at a competitive disadvantage compared to
their international peers.

Sovereign Exposures and Non-Euro Area Considerations

The PBA would welcome further clarification regarding the Commission’s proposals
concerning sovereign exposures and the diversification of sovereign bond portfolios.

This is a highly sensitive area with potentially significant implications for financial
stability, public debt markets and monetary policy transmission. It is also an area that
goes beyond existing Basel standards.

In particular, we believe that:

o any reform concerning sovereign exposures should be preceded by a thorough
impact assessment and extensive consultation with stakeholders;

e the current preferential treatment of domestic sovereign exposures
denominated in national currencies should be preserved,;

« the existing transitional arrangements regarding sovereign exposures issued
in the currency of another Member State should become permanent,
especially for Member States outside the euro area.

Future reforms should ensure that banks operating in non-euro area Member States are
not placed at a competitive disadvantage.
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Consumer Protection and Regulatory Consistency

The PBA considers that monitoring the national application of consumer protection
legislation, while useful, is not sufficient to ensure a truly integrated retail financial
market.

The European Commission should play a more proactive role in promoting consistent
implementation of EU consumer protection rules across Member States.

In particular, we support:

« greater harmonisation of consumer protection requirements throughout the
Union,;

o legislative initiatives aimed at reducing legal fragmentation and divergent
national interpretations;

« improved legal certainty for both consumers and financial institutions.

A more consistent legal framework would enhance consumer confidence while reducing
compliance costs for financial institutions operating across borders.

Impact of the CJEU jurisprudence on the legal certainty

The PBA would also encourage a broader discussion on the role of the Court of Justice
of the European Union (CJEU) in shaping the practical application of EU consumer
protection rules in the banking sector. While effective consumer protection remains a
fundamental objective of EU legislation, the interpretation of such legislation should
also adequately take into account wider public-interest considerations, including
financial stability, the safety and soundness of the banking sector, and the long-term
availability and affordability of credit for households and businesses. In proceedings
before the CJEU, the European Commission should therefore adopt a balanced approach
that considers not only consumer interests but also the potential systemic consequences
of legal interpretations for the functioning of the financial system.

Furthermore, the PBA believes that greater transparency and accessibility of information
concerning pending CJEU cases with potential implications for the financial sector
would be highly beneficial. The Commission should remain open to structured dialogue
with banking and financial sector organisations and should take into account their
observations and expertise when assessing the broader consequences of legal
interpretations. Such an approach would serve the common objective of ensuring both
effective consumer protection and a stable, competitive and resilient financial sector.
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Particular attention should be paid to the impact of CJEU case law on legal certainty. In
recent years, judicial interpretations have in some cases introduced new understandings
of existing EU legislation with effects extending to legal relationships established long
before the relevant judgments were delivered. This may effectively create retroactive
legal consequences for financial institutions that acted in good faith and in full
compliance with the prevailing interpretation of the law at the time. Such developments
can generate significant legal and financial risks, undermine predictability for market
participants and investors, and ultimately affect the willingness and capacity of financial
institutions to provide long-term financing to the real economy. The principles of legal
certainty, legitimate expectations and proportionality should therefore remain
important considerations in the interpretation and application of EU consumer
protection law.

Therefore, we suggest the following:

o the Commission’s openness and structured dialogue with the banking sector
stakeholders in regard to all the aspects of the pending procedures before the
CJEU;

« engagement of financial services and financial stability services of the EC in
the preparation of the written observations and pleading guidelines of the
Legal Services of the EC;

« full transparency on the procedure before the CJEU in line with the inflow of
new cases;

« usage of the request for limitation of the temporal scope of the CJEU ruling
to the greater extent.

Supervisory Framework and Pillar 2 Requirements

The PBA supports efforts to simplify the regulatory framework and reduce unnecessary
administrative burdens, including within the remuneration regime.

At the same time, we remain cautious regarding proposals that would further strengthen
the role of Pillar 2 requirements relative to Pillar 1 rules.

While supervisory flexibility has certain advantages, prudential requirements should
remain predictable, transparent and primarily rules-based. The experience gained
from the implementation of the CRR/CRD framework does not justify a significant
expansion of supervisory discretion or a broader mandate for the European Banking
Authority in this area.
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From the perspective of competitiveness, European banks benefit most from a
regulatory environment that is stable, proportionate and predictable.

Supervisory Outlier Test on Net Interest Income (SOT NII)

The Polish Bank Association encourages the Commission to explicitly include the SOT
NII framework within its review of the prudential framework under the "Undue
complexity in the regulatory framework" theme.

The Communication identifies numerous areas for potential simplification, yet does not
address the Supervisory Outlier Test on Net Interest Income (SOT NII), introduced via
Article 5 of Commission Delegated Regulation (EU) 2024/856!.

In our view, SOT NII is one of the examples of important prudential measures given the
increasing evidence that the framework may not fully achieve its intended objectives
while creating significant operational complexity, supervisory uncertainty and
unintended incentives.

The original prudential rationale behind NII outlier threshold was to identify situations
where a decline in earnings could impair a bank's ability to maintain normal business
operations and to provide supervisors with a comparable indicator for assessing IRRBB
exposure. This concern becomes particularly relevant in the context of non-EUR
currencies and low-rate environments, where deposit floors and asymmetric repricing
behaviour can mechanically amplify SOT NII outcomes without necessarily indicating
increased economic vulnerability.

In particular, we suggest to assess:

o whether a single EU-wide quantitative threshold remains appropriate given the
heterogeneity of banking systems and interest-rate environments across the
Union and internationally competitive given the absence of comparable
regulatory thresholds in other major jurisdictions;

o whether the current framework achieves its original objectives of comparability
and identification of earnings sustainability risks as well as if it does not create
unintended incentives that may adversely affect risk management;

o whether the SOT NII threshold does not result in distorted level playing field
between different EU jurisdictions;

' Commission Delegated Regulation (EU) 2024/856 of 1 December 2023 supplementing Directive 2013/36/EU of
the European Parliament and of the Council with regard to regulatory technical standards specifying the
supervisory shock scenarios, the common modelling and parametric assumptions and what constitutes a large
decline, OJ L, 2024/856, 24.4.2024.
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The Commission's Communication rightly emphasises that resilience and
competitiveness are complementary objectives and that complexity should be
challenged where it no longer serves its intended purpose. We believe the experience
accumulated since the introduction of SOT NII provides a compelling case for including
this measure in that review, with a potential consideration to remove the SOT NII
threshold altogether.

Conclusion

The Polish Bank Association strongly supports the European Commission’s objective of
strengthening the competitiveness of the European banking sector. However, future
reforms should be guided by three fundamental principles.

First, the regulatory framework must become genuinely proportionate,
particularly for small and less complex institutions, including cooperative banks,
which play a critical role in financing local economies and supporting economic
cohesion across the European Union.

Second, further banking market integration and the centralisation of capital and
liquidity management within cross-border groups must be accompanied by robust
safeguards protecting host Member States, especially those outside the euro area
and the Banking Union.

Thirdly, consumer protection in the financial market cannot be absolute and needs
to be aligned to the principle of proportionality. It has to be treated as a significant
matter for DG FISMA, especially taking into account the activity of the Court of
Justice of the European Union in this regard.

Achieving the right balance between competitiveness, financial stability and
proportionality will be essential for the long-term success and resilience of the European
banking sector.
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