
related issues as commercial banks 
and are seeking the same assistance. 
However, beyond TARP becoming a 
BHC gives access to other potential 
asset guarantee programs and liquidity 
assistance from the Fed Discount 
Window. 

As an ongoing business, being a BHC 
can provide access to liquidity through 
the gathering consumer deposits. 
This relatively stable and lower 
cost funding mechanism can 
be especially attractive in a 
period of unstable credit 
markets. One of 

Recently much has been written 
about high profile non-bank financial 
institutions applying for and receiving 
permission to become bank holding 
companies (BHC). Less publicized is 
the equally important trend where other 
institutions are seeking bank charters or 
are reviving existing, dormant charters. 
There are many good business reasons 
for this trend, but as with all business 
decisions, they do not come without 
risk.

The most obvious and highly publicized 
objective for becoming a BHC is to gain 
access to Troubled Asset Relief Program 
(TARP) money. Investment banks, credit 
card companies and other grantors of 
credit face the same credit-
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Banking is a highly regulated industry. 
The Bank Holding Company Act 
(BHCA) provides a wide range of 
oversight that:
■ Requires regular examinations by 

multiple agencies;
■ Creates specific capital requirements;
■ Limits debt leverage; and 
■ Dictates lines of business that can be 

entered.

It is reasonable to assume that one of 
the outcomes of our current financial 
crisis is still greater oversight of the 
financial services industry. Regulations 
regarding executive compensation, 
capital requirements, dividend payouts 
and lending standards are a likely part 
of the long-term restructuring of the 
financial services industry. Companies 
considering becoming BHCs must 
weigh the short and long-term business 
benefits of engaging in expanded 
banking activities with the cost of 
establishing the infrastructure to support 
these new services and the cost of 
implementing the systems and processes 
to comply with all current and future 
regulatory requirements. 

It would be unwise to enter into this 
financial services environment without a 
clear objective, strong commitment and 
a detailed understanding of the current 
and future regulatory environments.

Capgemini has extensive experience 
assisting clients with the business 
and regulatory aspects of a successful 
migration to bank holding company 
status. From strategy development 
and the application process to ongoing 
compliance and risk management, 
Capgemini’s seasoned professionals 
have expertise across all phases of 
the migration. Our satisfied clients 
across the globe have relied on us for 
Direct Bank and web delivery strategy 
and implementation, core systems 
and vendor selection and merger, 
acquisitions and integration activities. 
Let Capgemini be your partner as you 
navigate the opportunities and risks in 
these unprecedented times.

For more information, contact us at 
financialservices@capgemini.com
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the most common approaches to gaining 
consumer deposits is by creating a direct 
bank and offering a set of basic deposit 
products such as high yield savings and 
certificates of deposit over the Internet. 
These account types, which do not 
offer check writing privileges, allow a 
company to run a low cost, non- labor 
intensive deposit gathering operation, 
generally targeted at a base of the 
company’s existing clients. The product 
line can gradually be expanded to offer a 
broader range of both deposit and credit 
products. 

By gaining access to FDIC insurance as 
a bank, the safety of deposits is greatly 
enhanced. Less recognized as a benefit 
of becoming a BHC is the ability to 
diversify risk by offering a broader 
range of credit products, increasing the 
number and type of funding sources 
and creating sources of fee income by 
offering fee-based services.

For companies seeking to offer a 
complete range of banking products and 
services, becoming a BHC affords the 
opportunity to purchase existing banks. 
This approach can provide immediate 
market share that can be leveraged for 
growth. It also allows a bank to acquire 
the back office infrastructure required 
to support bank operations and core IT 
capabilities for transaction and account 
processing. 

These benefits make a compelling 
argument for becoming a BHC. 
However, a business case must be made 
to demonstrate quantifiable benefits that 
outweigh the financial and non-financial 
costs associated with entering the 
banking business.

Capgemini, one of 
the world’s foremost 

providers of Consulting, Technology 
and Outsourcing services, has a unique 
way of working with its clients, called 
the Collaborative Business Experience.

Backed by over three decades of industry 
and service experience, the Collaborative 
Business Experience is designed to help 
our clients achieve better, faster, more 
sustainable results through seamless 
access to our network of world-leading 
technology partners and collaboration-

focused methods and tools. Capgemini 
utilizes a global delivery model called 
Rightshore® which aims to offer the 
right resources in the right location at 
competitive cost, helping businesses 
thrive through the power of collaboration.

Capgemini employs approximately 
88,000 people worldwide and reported 
2007 global revenues of 8.7 billion euros.

More information about our services, 
offices and research is available at  
www.capgemini.com.
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