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The role of an investment bank legal department head who manages both financing and 
capital markets transactions is twofold.  It is in the first instance a defensive role, focused 
on protection of the institution from the financial and reputational consequences of 
claims, litigation and criminal charges.  Reputational risk can be difficult to anticipate 
and very harmful to an investment bank’s business. Accordingly, members of an effective 
and well-managed investment bank legal department must remain keenly aware of the 
potential shockwaves produced by any event with reputational connotations. An 
investment bank’s legal department head needs to partner with senior management in 
protecting the investment bank against the risk of loss of clientele as well as the risk of 
losing general or product-specific licenses to do business. (I) 

An effective investment bank legal department head also takes on an offensive role in 
hiring a highly skilled legal team, able to fully support the business in maintaining its 
economic standing and its market share. In order for an investment bank to uphold its 
reputation as a market leader and to address its clients’ business expectations, it must 
demonstrate excellence in the areas of financial, tax and legal expertise. The support 
provided by the human resources team dedicated to staffing an investment bank legal 
department is therefore a key factor in promoting its effectiveness and reputation. (II) 

I.   Actively Managing an Investment Bank’s Reputation Risk 

1.1 Safeguarding and Promoting an Investment Bank’s Reputation 

Managing an investment bank’s legal risk involves, first and foremost, the prevention of 
litigation and the management of existing litigation in its best interests. The main 
objective sought by in-house counsel is to preserve and protect the investment bank’s 
reputation and even to enhance it, so as to enable it to maintain and build its clientele.  A 
criminal sanction against a financial institution can obviously result in adverse financial 
consequences. However, above and beyond these consequences there is the issue of loss 
of reputation which, depending on the gravity of the offence, may result in loss of core 
clients due to concerns about professionalism, efficiency, discretion and proper corporate 
governance. 

To effectively manage legal risk, in-house counsel must remain current and well-
informed on case law developments and new laws and regulations. Internal law library 
materials must be easily accessible and up-to-date and lawyers need to be given access to 
various legal databases.  Ideally, a legal professional should summarise new case law, 
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recent publications and relevant newspaper articles, and circulate a legal watch 
memorandum to all lawyers on a daily basis. An investment bank’s legal professionals 
should seize opportunities to communicate their combined legal, financial and 
commercial know-how to the market.  External communication of skills to other market 
participants, financial industry working groups and supervisory authorities is an excellent 
way to enhance an investment bank’s professional image.   

Members of an effective investment bank legal department should actively participate 
in financial industry working groups and other associations which defend the interests of 
the investment banking industry.  Publication of articles in professional magazines and 
giving lectures at university law faculties or business schools to future industry 
participants are other examples of ways in which an investment bank’s legal 
professionals can support their employer’s positive image.  Not only are investment bank 
in-house lawyers in a position to make very valuable contributions to industry working 
groups and associations because of their hands-on file experience, they can further their 
employer’s interests in supporting the positions that it wishes to take on certain legal 
issues yet to be addressed through legislation or by the courts. Industry working group 
participation is of significant importance in the overall management of legal risk. When 
the opportunity arises, in-house counsel should comment on draft legislation which 
affects the conduct of the investment banking business.  Legal department members are 
then in a position to advise staff and management well in advance on upcoming 
legislative changes and their expected impact on the business. 

1.2 Committee Participation 

To safeguard an investment bank’s image and reputation, information on legal risk must 
be escalated rapidly and effectively. It is therefore essential for the General Counsel to 
attend to an investment bank’s management committees where commercial strategies are 
defined and sensitive files are discussed (e.g. executive committees, management 
committees, credit committees, new product committees, complex and sensitive 
transaction committees…). The presence of the General Counsel is also useful in the 
examination of particular files on which legal advice is needed to ensure proper and 
prompt resolution of the issues at hand. 

For legal advice to be useful and effective there must be good communication within 
the legal department, and between legal and the business staff.  Where information flows 
freely and rapidly between the in-house lawyer and its management, the legal department 
is in a position to check whether a given commercial position is consistent with the 
investment bank’s legal policy and applicable legislation.  In cases where an underlying 
commercial relationship is at stake, speed of communication and confidentiality are 
always of essence. Legal advice is then useful and effective. In order to find business-
oriented solutions which comply with relevant legislation, maximize profit and minimize 
legal risk, open dialogue must also exist between the business, management and the 
investment bank’s legal department. 

II. Legal Department Support by the Human Resources Department 

2.1 The Need for Proactive and Highly-Skilled Lawyers 

In order for an investment bank to maintain and develop its market position it must deal 
with constant change in the technical, legal and regulatory environment.  Recruitment of 
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highly qualified and proactive lawyers from top-tier international law firms is desirable 
and the HR Department’s assistance in this process is of utmost importance.  After 
recruitment, it is important for these lawyers to quickly gain a practical understanding of 
the constraints and particularities of the investment banking business. 

When raising funds on the capital markets, an investment bank assumes, either directly 
or indirectly, a certain level of responsibility toward investors, rating agencies, clients 
and competitors. Both in-house and external counsel must fully understand financing 
products and structures as well as the regulatory and tax aspects of these products and 
structures.  However, for in-house counsel, this knowledge alone will not suffice: in-
house counsel must have a good understanding of new banking technologies, underlying 
competitive pressures, the competition’s mindset and market practice when working on 
the transaction or guiding external counsel. A good in-house counsel should have a broad 
base of experience so as to be able to intervene on a variety of matters. A lawyer with this 
type of profile is best positioned to be promoted to a position which requires an ability to 
take a big picture approach or to consider the legal risk on matter outside his or her 
specific area of expertise. In this sense, the ability of an investment bank to offer internal 
transfers and promotion is a key feature in attracting good candidates. 

Once a legal professional has acquired an investment banking industry mindset, he or 
she will be in a position, for example, to review a particular financing in its global 
context, to identify potential issues which may arise, and evaluate the various structuring 
options.  Once issues are quickly and accurately identified, internal discussion can 
commence and various solutions can be envisaged by the business, and prompt decisions 
made.  

A lawyer with a strong background and good knowledge of the financial markets 
should develop a relationship of trust with the business. Once trust is established the 
lawyer will then be well placed to give practical legal advice which is both mindful of 
commercial needs and consistent with the applicable legal framework. When legal advice 
is clear and practical from the outset, front office staff can make definitive proposals to 
the client without having to make reservations in respect of further legal advice to be 
obtained.  Knowledgeable and proactive in-house lawyers give an investment bank a 
strong competitive advantage and at the same time, reduce costs associated with the 
hiring of external counsel.   

In an international banking group, achieving efficiency and ensuring that proactive and 
sound legal advice is provided requires putting in place processes to ensure good 
dissemination and sharing of information, and sharing of expertise.  This can be done 
through the creation of databases which are accessible by intranet and the creation of 
local or international practice groups in various areas such as debt financing, equities, 
derivatives, and securitization.  Creation by the head of legal department of a global 
internal legal policy (which is based on clearly and regularly communicated objectives) is 
essential to so that consistent practices can be implemented, regardless of geographical 
location. 

2.2 The need for experienced in-house counsel 

An investment bank’s legal counsel must be able to consider a financing operation in its 
entirety, anticipating not only drafting and negotiation issues but difficulties which could 
arise post-execution. The external counsel is often unaware of the operational constraints 
involved in financings contrary to an in-house lawyer whose knowledge of those 
constraints constitutes value-added. The importance of monitoring the drafting of clear 
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and concise legal documents should not be underestimated.  The aim is to ensure that not 
only the parties themselves, but back office and middle office, third parties, arbitrators 
and judges can readily interpret their meaning. In-house counsel must also anticipate the 
possibility of a transaction restructuring or risk sell-down (for example, a subsequent 
securitization, loan participation agreement or credit derivative transaction with the loan 
as an underlying asset).  In-house counsel must clearly communicate the investment 
bank’s portfolio management policies to external counsel to ensure that documentation is 
consistent with such policies. The roles of external and in-house counsel are highly 
complementary, with the former taking the lead on drafting and the latter on 
communication of in-house requirements and checking consistency of the documentation 
with such requirements. 

In-house counsel should be familiar with the law firms specialised in banking and 
finance, and with their partners and senior associates so as to establish a network of 
external lawyers who can provide useful assistance. In the event of a crisis situation 
affecting the investment bank, in-house counsel is thus in a position to call upon reliable 
external counsel with relevant expertise to take part in an ad hoc working group. Quick 
intervention improves the chances of confidentiality being maintained and controlling the 
crisis situation before it adversely affects the investment bank’s interests. Obviously, 
managing external counsel should be of the exclusive purview of an investment bank’s 
in-house legal department. 

2.3 The need for specialised legal professionals 

An investment bank’s legal department should comprise specialised lawyers dedicated to 
particular business areas so that timely and pointed advice can be given and strong ties 
with the front office developed.  It is important for front office staff to feel comfortable 
with the lawyer that covers their business area, and that the lawyer provides strong 
support to their business area, while at the same time keeping the agreements in line with 
internal legal, credit and compliance requirements.  Where a relationship of trust exists 
with the front office, a de-briefing can take place on issues which arose during the 
transaction, different approaches can be studied and examined for future reference and 
legal memoranda can be written in view of training junior lawyers to work on similar 
transactions. 

Clearly, a lawyer can only be effective if the lawyer’s workload is manageable and he 
or she is available for consultation.  It is thus necessary to recruit a sufficient number of 
lawyers, to offer competitive salaries which are commensurate with expectations, as well 
as the possibility of internal transfers and promotions.  Lawyers’ compensation packages 
must be well thought through and budgets for legal service carefully discussed in advance 
of hiring. 

2.4 Lawyers with integrity 

Lawyers must be at the service of the investment bank’s front office and financial 
engineers but at the same time, must protect the interest of the investment bank when 
examining a structure or working on the related documentation. Where faced with a 
choice between satisfying front office requests and protecting the investment bank, the 
lawyer must always choose the latter. He must remain mindful, whether in the context of 
national or international negotiations, that he or she represents the financial institution for 
which he or she works and projecting a certain image. 
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The need to protect the investment bank and to maintain a certain independence as 
regard the transactions worked on means that in principle, the lawyer’s base salary and 
bonus should not be based on the performance of the business area covered.  The lawyer 
must always be free to escalate issues without delay and to flag any situation which is 
contrary to the investment bank’s internal policies. Ideally, in-house lawyers should work 
for an investment bank’s legal department and not for the front office. A lawyer who 
remains at the service of the investment bank’s legal department is in the best position to 
contribute to its overall profit and at the same time, protects the investment bank from 
legal risk. 
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Calyon: Crédit Agricole Group's Corporate and Investment Bank with the Regional 
Banks - which make up France's leading banking network - the Le Crédit Lyonnais 
network and its specialist subsidiaries, Crédit Agricole S.A. is a leading player in France 
and Europe in retail banking and related businesses such as consumer credit, specialised 
financial services, asset management, private banking and insurance. Its Calyon 
subsidiary is one of Europe's top-ranking corporate and investment banks. Calyon's 
international network enables it to serve its major corporate clients throughout the world. 

Calyon was formed from the merger of Crédit Agricole Indosuez and Crédit Lyonnais' 
Corporate and Investment Banking division. Backed by the Group's credit ratings and 
financial solidity, Calyon is now a leading player in financial markets. 

Calyon specialises in capital markets, investment banking and financing. With a 
network of more than 250 senior bankers across the world, and a local presence that 
complements the network of Regional Banks and LCL branches, Calyon has increased its 
ability to operate in the world's financial markets on behalf of large corporations, 
financial institutions and French SMEs. 

 


