
Banking Regulation 

2018
Contributing Editors: 
Peter Hsu & Rashid Bahar

Fifth Edition



CONTENTS 

Preface Peter Hsu & Rashid Bahar, Bär & Karrer Ltd.
 
Andorra Miguel Cases & Marc Ambrós, Cases & Lacambra 1
Angola Hugo Moredo Santos & Filipa Fonseca Santos, Vieira de Almeida 17
Brazil Bruno Balduccini, Marília de Cara & Joaquim Pedro
 Gajardoni de Mattos Arruda, Pinheiro Neto Advogados 26
Canada Pat Forgione, Darcy Ammerman & Tayleigh Armstrong,
 McMillan LLP 36
Czech Republic Libor Němec & Jarmila Tornová, Glatzová & Co., s.r.o. 48
Finland Ari Syrjäläinen and Janni Hiltunen, Borenius Attorneys Ltd 63
Germany Dr. Oliver Zander, GÖRG Partnerschaft von Rechtsanwälten mbB 74
 Dr. Andrea Fechner, FECHNER Consulting
Greece Maria Androulaki & Vassilis Saliaris, Moratis Passas Law Firm  85
Hong Kong Ben Hammond & Colin Hung, Ashurst Hong Kong 96
Indonesia Luky I. Walalangi, Miriam Andreta & Hans Adiputra Kurniawan,
 Walalangi & Partners in association with Nishimura & Asahi 108
Ireland Josh Hogan, Roy Parker & Imelda Higgins, McCann Fitzgerald 118
Japan Koichi Miyamoto, Anderson Mori & Tomotsune 130
Korea Thomas Pinansky & Joo Hyoung Jang, Barun Law LLC 141
Liechtenstein Daniel Damjanovic & Sonja Schwaighofer,
 Marxer & Partner, attorneys-at-law 151
Luxembourg Denis Van den Bulke, Thomas Bedos & Peter-Jan Bossuyt,
 VANDENBULKE 161
Mozambique Nuno Castelão & Maria Roussal, Vieira de Almeida
 Guilherme Daniel, Guilherme Daniel & Associados 172
Netherlands Bart Bierman & Astrid Schouten, Finnius 181
Nigeria Jennifer Douglas-Abubakar, Serah Sanni & Oluwole Olatunde,
 Miyetti Law 193
Portugal Benedita Aires, Maria Carrilho & Salvador Luz, Vieira de Almeida 204
Russia Alexander Linnikov & Sergei Sadovoy, Linnikov & Partners 214
Serbia Petar Stojanović, Joksović, Stojanović & Partners 227
Singapore Regina Liew & Larry Lim, Rajah & Tann Singapore LLP 241
South Africa Angela Itzikowitz & Ina Meiring, ENSafrica 252
Spain Fernando Mínguez Hernández, Íñigo de Luisa Maíz &
 Rafael Mínguez Prieto, Cuatrecasas 261
Switzerland Peter Hsu & Rashid Bahar, Bär & Karrer Ltd. 279
Timor-Leste Nuno Castelão, Sebastião Nogueira & Rita Castelo Ferreira,
 Vieira de Almeida 293
Ukraine Oleksandr Zavadetskyi, Zavadetskyi Advocates Bureau 304
United Kingdom Simon Lovegrove & Jack Prettejohn, Norton Rose Fulbright LLP 314
USA Reena Agrawal Sahni & Timothy J. Byrne, Shearman & Sterling LLP 329



GLI - Banking Regulation 2018, Fifth Edition 63  www.globallegalinsights.com

© Published and reproduced with kind permission by Global Legal Group Ltd, London

Ari Syrjäläinen & Janni Hiltunen
Borenius Attorneys Ltd

Finland

Introduction

After the fi nancial and sovereign debt crises some fi ve to ten years ago, several steps have 
been taken to reform the European fi nancial markets in order to increase the stability of 
the fi nancial system and to avoid similar crises in the future.  The Finnish fi nancial sector 
has been subject to several regulatory changes during the past few years, mostly based on 
European Union initiatives.  This has imposed an additional regulatory burden on banks and 
larger investment fi rms.
The main driver of change in the Finnish banking sector in the future is increasing digitalisation, 
which requires substantial investments from the current market participants and attracts new 
competitors to enter the market.  The shift to digital and mobile banking services has already 
led to the closing of local bank offi ces and the use of cash is increasingly replaced with 
electronic and mobile payments.  According to the Finnish Financial Supervisory Authority 
(the “FIN-FSA”), the current positive turn in the Finnish economy provides good conditions 
for the banking sector to maintain good profi tability in the near future; capital adequacy has 
remained strong and has continued to improve. 
Under the EU bank supervision regime, the most signifi cant Finnish fi nancial institutions are 
under the supervision of the European Central Bank (“ECB”) as from 1 January 2016.  In 
2017, the Finnish fi nancial sector was required to contribute approximately €122 million as 
stability contributions to the centralised European Single Resolution Fund (“SRF”), which 
was established as part of the EU resolution and recovery regime for credit institutions and 
investment fi rms. 
As of the beginning of January 2017, Nordea Group converted its Finnish, Danish and 
Norwegian subsidiaries to branches of the Swedish parent company.  This allowed the 
subsidiaries to become supervised by the Swedish fi nancial supervisory authority instead 
of the ECB, as the EU level supervisory regulations, as well as the EU level resolution 
regimes, only apply to countries in the Eurozone.  As of 1 January 2018, Danske Bank also 
reorganised its Finnish operations into a single branch offi ce of its Danish parent company.  
Regulatory supervision of Danske Bank’s operations and applicable resolution measures 
and, for example, deposit guarantee scheme, thereafter fall under the Danish regime. 
Danske’s, as well as Nordea’s, mortgage banking in Finland is operated via separate Finnish 
legal entities.  However, following statements of the Swedish government pushing for higher 
recovery and resolution payments affecting, among others, Nordea, the bank had indicated 
that it was contemplating moving its headquarters to another country and Finland had been 
named as one potential option.  Consequently, in September 2017, Nordea initiated a process 
to move its parent company from Sweden to Finland, and the re-domiciliation is planned 
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to be effected during the second half of 2018.  The re-domiciliation is still subject to the 
approval of the shareholders at the general meeting in the March 2018, and receiving the 
required regulatory approvals.  Having Nordea’s domicile in Finland would mean that 
Nordea also becomes subject to the EU bank supervision and resolution regimes, which the 
bank considers likely to provide more stability and predictability of future developments in 
regulation and resulting costs. 

Regulatory architecture: Overview of banking regulators and key regulations

Bodies responsible for regulating banks in Finland
Banks and banking activity in general is regulated and governed mainly by statutory laws.  
The fi nancial sector and the fi nancial markets regulation are supervised and overseen by the 
FIN-FSA.  The FIN-FSA’s authority, tasks and powers are based on the Act on Financial 
Supervisory Authority (878/2008), stating that the aim of the FIN-FSA is the stable operation 
of credit, insurance and pension institutions, as well as other supervised entities, such as 
different types of investment fi rms and fund managers, for example. The FIN-FSA aims at 
safeguarding the interests of insured persons and maintaining confi dence in the fi nancial 
markets.  The FIN-FSA is also responsible for fostering adherence to good practices in, 
and public awareness of, the fi nancial markets.  In addition, the FIN-FSA participates in the 
legislative process as an advisory institution.  The FIN-FSA is authorised to pass regulatory 
rules on banking activities and to monitor fi nancial market and supervised entities. 
The FIN-FSA’s activities are supervised by the Parliamentary Supervisory Council.  The 
Supervisory Council provides the Parliament with an annual report and additional reports, 
if necessary.  However, the Supervisory Council does not have the power to decide a matter 
falling under the competence of the FIN-FSA.  The Board of the FIN-FSA sets the specifi c 
objectives and targets for the FIN-FSA’s activities, decides on the FIN-FSA’s operational 
principles, as well as guides and supervises achievement thereof, and compliance with these 
objectives and principles.
Finland has implemented the EU resolution and recovery regime for credit institutions and 
investment fi rms and established the Finnish Financial Stability Authority as the competent 
national resolution authority under the regime.  The Finnish regulations apply to all local 
banks and intermediaries except for the most signifi cant Finnish fi nancial institutions, which 
became part of the EU’s Single Resolution Mechanism (“SRM”).
Pursuant to the new resolution and recovery legislation, the FIN-FSA is vested with certain 
powers for early intervention.  If the FIN-FSA has a cogent reason to believe that a fi nancial 
institution is not capable of fulfi lling its statutory duties under the relevant regulation, such as 
requirements of its authorisation or fi nancial standing, the FIN-FSA can, inter alia, obligate 
the fi nancial institution to carry out measures according to its recovery plan.

Key legislation applicable to banks

Financial operations in Finland are regulated by the following main acts:
• The Act on Credit Institutions (610/2014) provides conditions for operations of credit 

institutions and supervision of these conditions.  The act also includes provisions on the 
right to engage in other business.  

• The Act on Commercial Banks and Other Credit Institutions in the Form of a Limited 
Liability Company (1501/2001) applies to commercial banks, i.e., deposit banks or 
other credit institutions operating in the form of a limited liability company. 
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• The Savings Bank Act (1502/2001) applies to savings banks and limited-liability savings 
banks. 

• The Act on Banks Organised in Co-operative Form (423/2013) applies to deposit banks 
and other credit institutions organised in co-operative form. 

• The Act on the Amalgamation of Deposit Banks (599/2010) lays down the requirements 
for the operations of a co-operative acting as central institution for an amalgamation of 
deposit banks and requirements for a deposit bank as a member of the central institution 
or other credit institution, as well as other companies belonging to the amalgamation. 

• The Act on Mortgage Credit Bank Operations (688/2010) concerns the right to engage 
in mortgage credit operations as well as the requirements concerning these activities and 
supervision thereof. 

• The Act on Mortgage Societies (936/1978) determines a mortgage society as a credit 
institution, the special purpose of which is to use funds mostly acquired as long-term 
loans to grant long-term loans, mainly against a mortgage or other safeguarding collateral. 

• The Act on Recovery and Resolution of Credit Institutions and Investments Firms 
(1194/2014) aims at maintaining the stability of the fi nancial markets.  The Finnish 
Financial Stability Authority is vested with the powers for enacting and enforcing these 
measures in Finland.

• The Act on the Finnish Financial Stability Authority (1195/2014) concerns the Finnish 
Financial Stability Authority’s governance, contributions to the resolution fund, the 
deposit guarantee regime, fi nancial statements as well as audit.

• The Act on the Temporary Interruption of the Operations of a Deposit Bank (1509/2001) 
provides for the interruption of operations, effect of interruption, reorganisation of 
operations, termination of interruption, and notifi cation of the decision in the European 
Economic Area (“EEA”).  

• The Act on the Supervision of Financial and Insurance Conglomerates (699/2004) 
governs the requirements to organise operations of fi nancial and insurance conglomerates 
and supervision thereof.  

In addition to the above-mentioned acts, the following Finnish acts are also relevant to 
banking operations: the Securities Markets Act (746/2012); the Investment Services Act 
(747/2012); the Act on Trading in Financial Instruments (1070/2017); the Act on the Book-
Entry System and Settlement Operations (348/2017); the Act on Book-Entry Accounts 
(827/1991); the Promissory Notes Act (622/1947); the Contracts Act (228/1929); the Co-
operatives Act (421/2013); the Act on Preventing Money Laundering and Terrorist Financing 
(444/2017); and the Limited Liability Companies Act (624/2006).
Supra-national regulatory regimes or regulatory bodies
As for the Finnish banking sector, the EU institutions form the most important supra-national 
regimes and organisations.  The most relevant institutions to the Finnish banking sector 
are, inter alia, the Financial Stability Forum, the Basel Committee, the ECB, the European 
Systemic Risk Board, the Single Resolution Board (“SRB”) and the European Banking 
Authority (the “EBA”) together with the European Insurance and Occupational Pensions 
Authority (the “EIOPA”), European Securities and Markets Authority (the “ESMA”) and the 
International Association of Insurance Supervisors.  
From the autumn of 2014, the ECB has had the authority to supervise the banking sector in 
all the Eurozone Member States.  This Single Supervisory Mechanism (“SSM”) involves 
cooperation between the ECB and the national supervisory authorities, where the ECB is 
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responsible for the overall functioning of the SSM.  As a member of the Eurozone, Finland 
is also part of the SRM, and as of 1 January 2016, the competent resolution authority of the 
largest Finnish banks has been the SRB.
Restrictions on the activities of banks
As a general requirement to operate as a bank in Finland, credit institutions must obtain a 
licence from the FIN-FSA for the pursuance of banking activities.  Banking activities may 
also be carried out by a non-Finnish credit institution through establishing a Finnish branch 
or by a credit institution that is duly licensed in another Member State of the EEA after 
notifying its licence in Finland (under the so-called passporting regime).
In general, the overall and relevant scope of the fi nancial operations and activities that credit 
institutions and deposit banks may engage in and are allowed to practise are stipulated in 
the Act on Credit Institutions.  Credit institutions may engage in lending and fi nancing, 
offering payment services, securities sales and other securities activities, guarantees and 
other comparable or similar line of business, ensuring that a credit institution may engage 
in a wide array of potential lines of business.  It is important to note that only deposit banks 
may accept deposits or other repayable assets from the public.  Thus, both deposit banks and 
credit institutions may engage in a number of different activities if the activity merely has a 
connection with fi nancing. 
Due to investment limitations in EU’s directly applicable Capital Requirements Regulation 
(575/2013), a credit institution is not permitted to invest more than 15% of its own total 
assets in another company in which its ownership of the shares is 15% or more, unless this 
other company is another credit or fi nancing institution or their service provider.
Further, based on the Act on Credit Institutions, a credit institution is permitted to invest 
a maximum of 13% of its balance sheet in real estates or real estate companies.  When 
calculating this limit and amount, credits extended to the company and loan guarantees are 
also considered as investments for the purposes of the restriction.
As an ongoing obligation, a deposit bank has to monitor the amount of its client risks and 
report to the FIN-FSA, if needed, necessary information for the purposes of monitoring the 
adequacy of its own funds.  
The FIN-FSA has turned its focus lately to rising risks of mortgages and has set a loan-to-
value (“LTV”) limit on mortgages which entered into force as of 1 July 2016.  The maximum 
LTV limit is 90% (95% for fi rst-time homeowners) of the fair value of collateral at the 
time the loan is granted.  The LTV limit aims to constrain the overheating of the housing 
market, growth in household indebtedness, and the credit institutions’ credit risk relating to 
household credit.  The discussion on proprietary trading by the banks has become less active 
and, currently, there are no explicit restrictions.

Recent regulatory themes and key regulatory developments

Current regulatory focus
International regulatory cooperation on the fi nancial markets has become particularly 
important as fi nancial crises have spread their effects on a global scale.  Measures to address 
the stability of the global fi nancial markets have been taken at the global level through, for 
example, G20 summits.  On the EU level, the declarations of the G20 have been implemented 
through EU legislation.  EU legislation has reduced the scope for national regulatory 
discretion, and increased use of directly applicable EU regulations instead of nationally 
implemented directives has additionally limited the discretion of national legislators. 
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Overall, Finnish banking sector regulation has focused on capital adequacy provisions and 
governance issues.  In addition to the implementation of the G20 declarations, regulatory 
projects relating to the securities markets have also been infl uenced by the review clauses 
in the existing directives.  The objectives of EU regulatory projects have aimed at achieving 
greater transparency, proportionate regulation, particularly for small and medium-sized 
enterprises, and delivering a level playing fi eld, harmonised powers for authorities and 
mitigation of short-termism in investment activities.
On the level of the FIN-FSA supervisory activities, as well as in the media, compliance 
with anti-money-laundering and prevention of terrorist fi nancing regulation, especially with 
a view to ensuring suffi cient internal procedures and controls, has been one thematic focal 
point.  Recently, the FIN-FSA has raised concerns about growing household indebtedness, 
and has stated that it is ready to restrict the LTV limit if the risks keep growing in relation to 
new household mortgage loans.
The FIN-FSA has stated that in the coming year it will invest in increasing the effectiveness 
and effi ciency of supervision of other signifi cant actors and supervisory areas.  Key issues will 
be intervening to stop behaviour that would jeopardise customer protection, and monitoring 
the digitalisation of the banking sector.  Supervision of Nordea will increase the burden of 
the FIN-FSA, once the re-domiciliation is effected.
Recent changes to the regulatory regime
The FIN-FSA has participated in the preparation of EU legislation, together with the Finnish 
Ministry of Finance.  The legislation proposals represent a shift across the banking regulatory 
regime to address the market failures revealed by the fi nancial crisis.  The most signifi cant 
recent changes to the Finnish regime governing banks have been due to the overall reform of 
the international banking regulation, or the so-called Basel III reform, based on the Directive 
2013/36/EU, and the EU Capital Requirements Regulation, both commonly referred to as 
the Capital Requirements Directive IV (“CRD IV”), and the adoption of the European bank 
recovery and resolution regime under the SRM, including the implementation of the Bank 
Recovery and Resolution Directive 2014/59/EU (the “BRRD”).  The CRD IV has shifted 
some of the regulatory regime away from the Finnish Act on Credit Institutions to EU level 
legislation.  The bank resolution regime has led to two regimes: a domestic regime pursuant 
to the implementation of the BRRD into national legislation; and the EU level SRM regime 
applicable to only the largest Finnish banks.
Planned or proposed regulatory developments
The most signifi cant proposed regulatory developments relate to the completion of the 
Banking Union.  In November 2015, the European Commission published a legislative 
proposal regarding a European Deposit Insurance Scheme (the “EDIS”), which would work 
to strengthen the Banking Union alongside the SSM and the SRM.  The EDIS would be 
developed in three phases, whereupon the responsibility of the national deposit-guarantee 
funds would gradually be taken over by the EDIS.  The fi rst transition phase is set to be 
completed in 2020.  However, in October 2017 the Commission released a Communication 
suggesting that the introduction of the EDIS would be more gradual compared with the 
original proposal.  Now there would be only two phases.  Although Finland generally 
supports the Banking Union and its aims, the proposal has been met with reservation.  The 
negotiations at the European Council remain ongoing at the time of writing.  In addition, the 
Communication sets out the last steps towards the completion of the Banking Union by 2018 
including, among other things, the last-resort common fi scal backstop, which ensures that the 
SRF has suffi cient resources even in case of several major bank resolutions. 
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There are a number of other reforms of the fi nancial sector contemplated and proposed 
in the European Commission’s Green Paper on the Capital Markets Union (“CMU”) that 
also have relevance for the banking sector.  Certain legislative proposals have already been 
published, with the aim of publishing the rest of the proposed legislation and policy papers 
in 2018–2019.  On 8 June, the Commission published a Mid-Term Review with the aim to 
put in place the CMU building blocks by 2019.
Recent changes to regulation
The most signifi cant recent legislative initiative for Finnish credit institutions has been 
the Basel III reform, which includes major regulatory changes for credit institutions.  The 
implementation of the outstanding Basel III regulatory reforms is done through the CRD IV.
The SRM Regulation No. 806/2014 entered into force on 1 January 2015 and the SRB has  
the authority to carry out resolutions of banks falling under its authority as from 1 January 
2016.  The SRM Regulation allows for troubled banks operating under the authority of 
the SRB to be restructured with a variety of tools, including using funds from the SRF.  In 
Finland, OP Financial Group, Nordea Mortgage Bank Plc and Municipal Finance Plc are 
subject to the SRM, while the resolution of the smaller institutions continues to be subject 
to national regulation and authority. 
The FIN-FSA has decided to raise its previous requirement of a 10% minimum risk weight 
level to a minimum of 15% for those credit institutions that have adopted the Internal Ratings-
Based Approach for the calculation of capital requirements for residential mortgage loans.  
The minimum level applies to the average risk weight on a credit institution’s residential 
mortgage loan portfolio.  The 15% minimum risk weight entered into force on 1 January 
2018. 
The more recent regulatory changes have affected banks and their competitors.  New 
national legislation on crowdfunding (Act on Crowdfunding, 734/2016) has opened 
the market, providing smaller-scale capital markets fi nancing to a number of operators 
not required to hold banking or investment services licences.   Some large banks have 
followed by establishing their own crowdfunding platforms.  The implementation of the 
second Payment Services Directive (“PSD II”) has led to changes in the regime covering 
payment services.  The amended Payment Services Act and the Payment Institutions Act 
implemented the PSD II.  The amendments entered into force on 13 January 2018.  Under 
PSD II, the Commission will adopt Regulatory Technical Standards e.g. on strong customer 
authentication and secure communication.  Currently, the standards are expected to enter into 
force in autumn 2019.  Implementation of the amended Markets in Financial Instruments 
Directive 2014/65/EU (“MiFID II”) has caused the Finnish legislation to undergo changes, 
especially to the Act on Investment Services and Act on Trading in Financial Instruments, 
as well as some minor changes to related laws.  The amendments entered into force on 3 
January 2018 and will be of signifi cance to all banks offering investment products and 
services.  In addition, the newly revised Act on Preventing Money Laundering and Terrorist 
Financing has introduced new requirements for fi nancial institutions, especially relating to 
knowing-your-client regulation.

Bank governance and internal controls

Key requirements for the governance of banks
The Limited Liability Companies Act regulates governance in a limited liability company, 
which is generally the preferred corporate structure in a number of banks.  The act stipulates 
that a limited liability company shall have a board of directors and it may have a CEO 
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and an administrative council, and although neither of these bodies are compulsory, it is 
market practice that banks typically appoint a CEO, whereas administrative councils are 
more rare.  The governance of a limited liability company shall always take into account, 
and be in the best interests of, the company.  A member of a board of directors may not be, 
for example, bankrupt, and at least one of the members of the board of directors must be a 
resident in the EEA.  The Limited Liability Companies Act further provides that the board 
of directors of a credit institution have the specifi c duty to monitor and assess the company’s 
fi nancial reporting systems, the effi ciency of its internal supervision, internal audit, and 
risk management systems, and the independency of the auditor, especially when providing 
services other than auditing.  The board may assign the preparations of these tasks to an 
audit committee provided that the members of the committee are not involved in the daily 
management of the credit institution or its affi liates, and that at least one member of the 
committee possesses expertise in accounting or auditing.  The requirements related to the 
audit committee have applied as of 1 January 2018.
The Act on Credit Institutions, for its part, stipulates that the members of the board, the 
CEO and their substitutes must be trustworthy and may not be bankrupt or have their legal 
competence restricted.  In addition, they need to have the necessary knowledge of and 
expertise over credit institution activities.   Similar requirements are also included in the 
Investment Services Act and Investment Funds Act (48/1999), for example.
In addition to the largest Finnish fi nancial services group, OP Financial Group, a number 
of other banks in Finland are organised as co-operatives which are regulated under the 
Co-operatives Act and Act of Banks Organised in Co-operative form (423/2013).  The 
governance of such banks is organised differently from limited liability companies.  For 
example, in contrast to a limited liability company, the CEO of a co-operative may be the 
chairman of the board only if the bank has an administrative council, which is otherwise 
optional. 
Savings banks differ from the governance structures mentioned above: the administration 
is managed by trustees who represent the depositors and holders of basic shares.  Savings 
banks also have a board of directors and a CEO.  The trustees’ duty is to supervise that the 
bank is managed with skill and care and in compliance with laws and bylaws of the savings 
bank.  The requirements for trustees, board of directors and CEO are the same as in limited 
liability companies. 
The FIN-FSA has also issued a standard regarding reliable corporate governance and 
organisation of business operations applicable to, among other fi nancial market participants, 
credit institutions (Standard 1.3).  The standard includes binding regulation as well as non-
binding guidance of the FIN-FSA.  With respect to group companies, the parent company is 
responsible to steer and supervise their subsidiaries, and therefore many actions pursuant to 
the standard are effected on consolidated group level.  The standard states that the members 
of the board should have a good knowledge of economic issues and of the business they 
are running, and different backgrounds in education and experience enhance the quality of 
the decisions of the board.  The majority of the members of a board shall be independent 
of the company, and at least two of the independent majority shall be independent of the 
signifi cant owners of the company.
If a co-operative has decided to have an administrative council, it is responsible for deciding 
the remunerations of the board of directors.  In savings banks, the trustees are required to 
make the decision over the remuneration.  Under the Act on Credit Institutions, for example, 
in situations where the amount of capital falls below the amount necessary to cover the 
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liquidity risk as well as the operational risk of the bank, the FIN-FSA is allowed to limit 
the amount of payable, result-based rewards.  The act also stipulates that the remuneration 
system must be constructed so as not to jeopardise the institution’s risk management.  
Supplementing regulation regarding the remuneration systems of credit institutions and 
investment fi rms is found in decree (1372/2010) of the Ministry of Finance of Finland.  
The decree concerns remunerations of the board of directors, CEO, administrative council 
and other personnel employed within the corporate governance as well as, for example, 
personnel whose actions may affect the company’s risk position signifi cantly and other 
personnel whose total remuneration is close to the remuneration of the CEO or board of 
directors, and who in reality take part in managing the company.   The remuneration system 
concerns awards that are dependent on the fi nancial result of the company. 
If a bank is listed on the Nasdaq Helsinki Stock Exchange it must also comply with the 
Finnish Corporate Governance Code (“FCGC”) 2015 issued by the Securities Market 
Association.  The FCGC will be updated accordingly in preparation for the implementation 
of the upcoming Shareholders’ Rights Directive (2017/828/EU) into the Finnish Companies 
Act during 2018.
Key requirements governing the organisation of banks’ internal control
The Act on Credit Institutions stipulates that the company has to have an effi cient internal 
audit function which may, however, be outsourced.  According to the FIN-FSA standard 1.3, 
the internal audit function must be separate and independent of other business operations.  
Internal audit functions support the governance, and it is recommended that the functions 
operate directly under the board of directors.  If the company does not have a separate audit 
unit or if a specifi c audit unit is not required due to the nature and extent of the business, the 
board of directors must nominate a person to be in charge of internal audit.  The board of 
directors should establish principles on how and when internal audit should be performed.  
The internal audit function should follow the standards given by international organisations, 
such as the Institute of Internal Auditors. 
The FIN-FSA standard 1.3 states that the company shall have proper procedures and 
principles on compliance, and an independent function that is in charge of compliance.  
How the function will be organised is at the company’s discretion; a separate unit is not 
necessary if the nature and extent of the business does not require it.  If the board of directors 
decides that a separate unit is not necessary, it must still nominate a person who is in charge 
of compliance in the company.  Compliance functions may be outsourced but the company 
must, nevertheless, have a person who is in charge of compliance issues.  The board of 
directors should evaluate the effi ciency and suffi ciency of compliance functions annually. 
The level of risks banks and other fi nancial institutions are allowed to take are regulated in 
various laws, e.g., in the Act on Credit Institutions and Investment Services Act.  There are, 
however, no strict regulations about the form in which the risk function has to be organised.  
For example, the Corporate Governance Code 2015 states merely that risk management 
is part of the company’s system of supervision.  In all situations, a credit institution and 
its personnel shall avoid situations where the interests of the company or their personal 
interests collide with the interests of the bank’s clients. 

Bank capital requirements

The requirements on capital adequacy of credit institutions and investment fi rms are derived 
from EU level legislation, most notably from the CRD IV.
Due to the Capital Requirements Regulation, banks have to maintain a minimum 10.5% 
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capital requirement relative to risk-weighted assets as from 2015, consisting of 8% minimum 
capital requirement and a 2.5% capital conservation buffer.  In addition to this regulatory 
minimum requirement, the FIN-FSA has defi ned the most systemically important fi nancial 
institutions in Finland, which are now required to maintain a macroprudential capital buffer 
(the so-called O-SII buffer).  This additional capital requirement is set up to a maximum 
of 2%, and it has applied as from 1 January 2016.  Authorities can also impose on banks 
a countercyclical capital buffer requirement to prevent systemic risk when growth or the 
volume of credit so requires.  An additional capital buffer requirement can be imposed 
on global or domestic, systemically important, credit institutions.  As a result of these 
requirements, the total capital requirement for banks is 10.5–16.5% of risk-weighted assets.
The conditions imposed on credit institutions’ activities, for example, managing banks’ 
solvency issues such as requirements on internal risk management and the minimum 
amount of an institution’s own capital, are provided under Chapters 9 and 10 of the Act 
on Credit Institutions.  Chapter 10, section 1 of the act refers to the CRR, and Chapter 10, 
section 2 stipulates that the minimum amount of shareholders’ equity, subscribed capital, or 
the investment capital of the credit institution, shall be at least €5 million.
The Investment Services Act, which implements the Markets in Financial Instrument 
Directive, regulates entities offering investment services in Finland.  Where a bank offers 
investment services referred to in the act, it is subject to the provisions of the act as regards 
these activities.  Under the Act on Investment Services, an investment company providing 
investment services is required to have a minimum capital of €730,000. 

Rules governing banks’ relationships with their customers and other third parties

Conduct of business
The banks’ relationship with their clients is mainly regulated by the Act on Credit 
Institutions, the Contracts Act, and the Promissory Notes Act.  Where a bank offers 
investment services, offering of these services is subject to the provisions of the Investment 
Services Act.  The Contracts Act is the general act regulating the contractual relationships 
and thus applies to deposit-taking, lending, investment and proprietary trading activities.  
The banks’ treatment of their consumer-clients and other consumers is further regulated 
by the Consumer Protection Act (38/1978).  The minimum level of consumer protection is 
based on EU legislation.
Where a bank offers investment services, it must have in place effective procedures for 
handling complaints from non-professional clients appropriately and speedily.  The bank 
must also ensure that these clients may bring their complaints to an independent body that 
has the authority to give recommendations on solving the complaints, such as the Securities 
Complaints Board under the Finnish Financial Ombudsman Bureau (abbreviated in Finnish, 
“FINE”).  
FINE is the authority responsible for receiving consumer complaints made against banks 
and providing advice on other fi nancial questions.  The Bureau serves private individuals 
and small enterprises.  The Finnish Insurance, Banking and Securities Complaints Boards 
operate in connection with FINE.  The Complaints Boards are all national out-of-court 
bodies dealing with disputes between consumers and traders as provided under the EU 
Directive on Alternative Dispute Resolution.  The boards issue recommendations on 
disputes in their respective fi elds in insurance, banking, and securities sectors.  In addition, 
the Finnish Consumer Authority has the authority to receive complaints from consumers 
under the Finnish Consumer Protection Act.



GLI - Banking Regulation 2018, Fifth Edition 72  www.globallegalinsights.com

© Published and reproduced with kind permission by Global Legal Group Ltd, London

Borenius Attorneys Ltd Finland

The Deposit Guarantee Scheme and the Investor Compensation Fund
Under the Act on the Finnish Financial Stability Authority, a deposit bank shall belong to a 
deposit guarantee scheme in order to safeguard the claims of depositors.  The Finnish deposit 
guarantee scheme, which includes the Deposit Guarantee Fund, is administered by the Finnish 
Financial Stability Authority.  The scheme covers deposit accounts, and compensation 
for funds deposited in such account (as well as those still in the payment transmission 
process) comes from the assets of the Deposit Guarantee Fund, up to a maximum amount of 
€100,000.  The deposit guarantee is personal and not account-specifi c and, accordingly, one 
single depositor’s aggregate deposits in one bank are compensated up to the said maximum 
amount.  The scheme does not cover money market instruments or client asset accounts in 
investment operations.
Where a bank offers investment services that include holding or managing client assets, it 
must become a member of the Investor Compensation Fund (“ICF”).  All members of the 
ICF contribute to the fund and the assets are used to compensate claims by non-professional 
clients where an investment services provider has not paid the client’s matured and undisputed 
claims.  The ICF will compensate 90% of the unpaid claims up to a maximum of €20,000.
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