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This is a note prepared in advance of a regular public hearing as referred to in Regulation 1024/2013 and as in line 

with the Interinstitutional Agreement between the EP and the ECB.

Results of the ECB comprehensive assessment 

I. Background 

The comprehensive assessment of 130 banks
1
, consisting of an asset quality review (AQR) and a 

stress test, was the ECB's main preparatory exercise before taking up its day-to-day supervisory 

activities as of 4 November 2014.  

The overall aim of the comprehensive assessment was to obtain detailed and robust information on 

the financial condition of those banks that the ECB will subsequently supervise, to identify 

problems and ensure that the necessary corrective actions will be taken, and overall to assure all 

stakeholders that participating banks are fundamentally sound and trustworthy. 

On 26 October, the ECB completed the comprehensive assessment by publishing the results in 

form of a detailed Aggregate Report, complemented by 130 disclosure templates at the individual 

bank-level. 

II. Content of the Aggregate Report 

The Aggregate Report basically puts into perspective the amount of work that was done, explains 

the various components of the comprehensive review as well as the rationale and the sequencing of 

the main  work steps, describes the scope of the exercise and explains the methodological approach, 

summarizes and aggregates outcomes of both the AQR and the stress test in a number of charts 

(notably often at a country level), sets out how the results were later joined up, illustrates the steps 

taken to ensure the quality of data and reliability of findings, and finally displays in detail which of 

the banks scrutinized still need to strengthen their capital base and by what amount. 

In sum, out of the 130 banks that were subject to the comprehensive review, 25 banks were 

described as having a capital shortfall. Out of those 25 banks, 12 banks had already taken action in 

the course of this year and raised sufficient capital to cover the shortfall. Nevertheless, all 25 banks 

Please note that the 130 banks that performed the comprehensive assessment are not the same as the "significant credit institutions" that will be 

supervised directly by the ECB when it assumes supervisory responsibility. The ECB will also directly supervise a number of entities that were not 

included in the comprehensive assessment. 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:287:0063:0089:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:320:0001:0006:EN:PDF
https://www.ecb.europa.eu/pub/pdf/other/aggregatereportonthecomprehensiveassessment201410.en.pdf
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will need to submit capital plans to the ECB within two weeks detailing how shortfalls will be 

covered (see Annex 1). 

In terms of geography, there are four Italian, two Greek, and two Slovakian banks that still need to 

address capital shortfalls as well as one Belgian, one Austrian, one Portuguese, one Cypriote and 

one Irish bank.  

The shortfalls vary considerably in size and range between a mere EUR 30 million to that of an 

amount of EUR 2.11 billion. 

Round about half of the banks 

that still need to cover a capital 

shortfall (6 out of 13) were clas-

sified as restructuring banks, 

namely banks, which either 

currently implement a restruc-

turing plan that was already 

approved by the European 

Commission (DG COMP) before 

31 December 2013, or received 

approval for their restructuring 

plans in the course of 2014. 

III. Focus on some selective achievements and findings 

The results of the comprehensive assessment - which refers to 130 individual banks, covers more 

than 80% of SSM banking assets, and involved more than 6.000 experts - are summarized in the 

Aggregate Report on 170 pages. Singling out individual findings is therefore a highly selective 

process. However, in the specific context of this briefing the following facts displayed in the report 

seem in particular worth mentioning: 

Given that accounting standards often allowed for a range of approaches even with regard to key 

concepts such as a "non-performing loan", the AQR will in the longer run foster a harmonization 

of accounting practices applied by the participating banks. 

For example, on average banks' internal definitions of "non-performing exposures" were less 

conservative than the approach used by the ECB. Using the ECB's harmonized definition, the stock 

of non-performing exposures had to be increased by EUR 54.6 billion.  

Moreover, after the ECB had performed a credit file review in order to determine if exposures were 

actually performing or non-performing, the stock of non-performing exposures had to be increased 

by another EUR 81.3 billion, resulting in a total increase of EUR 135.9 billion to EUR 879.1 billion 

across the participating banks.  

In some cases the credit file review has found that the previous practice of participating banks was 

explicitly non-compliant with accounting practice. Notably, 8% of the provision increase across 

the SSM was reported as deriving from a misalignment with accounting standards. 

 

Treatment of restructuring banks 

In general, the stress test was performed under a static 

balance sheet assumption, meaning that banks were to apply a 

zero growth rate of the total balance sheet and unchanged 

business mix across the time horizon of the exercise. 

Restructuring banks, however, were allowed to apply a 

dynamic balance sheet assumption, taking into account 

material changes to the business model, asset disposals, and 

organic deleveraging that the banks are obliged to implement. 

In particular a reduction of the total balance sheet size can 

reduce the amount of the capital shortfall that the bank needs 

to address in its capital plan. 
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Another significant finding of the AQR was 

that collateral values had to be adjusted 

downwards by EUR 39 billion, representing 

an approximate 10% decrease across the 

SSM compared to previous bank internal 

valuations. 

One part of the AQR focussed on so-called 

"level 3 fair value assets", the most illiquid 

and hard-to-value positions. Apparently it 

came as a bit of surprise that the overall 

impact was lower than that of other areas of 

the AQR whilst the level of detail and effort 

involved in the fair value exposures review 

was significant. The review basically found 

that banks already held adequate reserves and 

made conservative modelling assumptions in 

cases of uncertainty. In case the "level 3 fair 

value assets" review actually resulted in 

adjustments, those were concentrated on mid-

sized banks. Smaller participating banks 

typically employed a more conservative 

approach to the valuation of complex assets 

than medium sized banks, whereas the larger 

banks had smaller adjustments as they applied 

more sophisticated valuation approaches. 

In total, the AQR required changes to asset values of EUR 47.5 billion, which led to depletion 

of capital of EUR 33.8 billion after tax effects and portfolio guarantee offsets were taken into 

account. 

The total amount of the capital shortfall that still needs to be addressed is, however, a lot smaller, 

and amounts to a mere EUR 9.47 billion. 

The comparatively very small amount of the total capital shortfall should per se not be taken as an 

indicator for a lack of rigour or credibility of the exercise; in anticipation of the comprehensive 

assessment, a number of banks have taken action beforehand ("frontloading") and strengthened 

their capital base. The capital shortfall displayed in the Aggregate Report must hence be put into 

perspective: in the period from 2008 to 2013, the largest 30 participating banks alone raised a total 

of EUR 198 billion in equity, EUR 27 billion thereof in 2013 alone, three times the amount that still 

needs to be covered after completion of the comprehensive review. 

There are of course some limitations to the informative value of the comprehensive assessment, as 

some risks were explicitly not addressed. For example, some issues that may have a significant 

impact on the banks' future profitability, such as accruals for pensions, provisions for operational 

losses, or litigation provisions were not reviewed. In the latter context the ECB points out that, 

given the materiality of some recent fines, the topic of litigation losses and legal risk will in the 

future be high on its agenda. 

On the same day as the ECB, the European 

Banking Authority (EBA) published the results of 

the 2014 EU-wide stress test of 123 banks, 

assessing the resilience of EU banks to adverse 

economic developments. 

The EU-wide stress test has been carried out on a 

sample of 123 banks covering at least 50% of the 

national banking sector in each EU Member State 

and Norway, as expressed in terms of total 

consolidated assets as of end of 2013. The EU-wide 

stress test has been conducted at the highest level of 

consolidation (group level) and subsidiaries of 

banks from other EU or non-EU countries were 

excluded. On the other hand, banking groups from 

other European countries outside the euro area were 

included. This explains the difference between the 

ECB’s sample, which covers 130 banks (out of 

which 103 are part of the EU-wide exercise) and the 

EBA sample. 

The EBA has provided a common set of tools, 

including a common methodology, an internally 

consistent but relevant scenario, and a set of 

templates that have been commonly agreed by all 

parties involved. NCAs and the ECB have been 

responsible for the quality assurance process and 

for the definition of any additional sensitivity, 

which has served as a complement not as an 

alternative.  

http://www.eba.europa.eu/risk-analysis-and-data/eu-wide-stress-testing/2014/results
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As regards the stress test part, the total impact on Common Equity Tier 1 capital (CET1) over the 

three-year stress test horizon, combining various offsetting effects, amounts to an increase of EUR 

43 billion under the baseline and to a reduction of EUR 181 billion under the adverse scenario.  

The strengths and weaknesses of the stress test are discussed more in-depth by two research 

papers commissioned by the EP ECON Committee well before the publication of the stress test 

results, and were written by Thomas Breuer and Sascha Steffen, each of them assessing the 

"Robustness, Validity, and Significance of the ECB’s Asset Quality Review and Stress Test 

Exercise”. 
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2. Relevant legal framework  
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http://www.europarl.europa.eu/document/activities/cont/201410/20141028ATT91974/20141028ATT91974EN.pdf
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ANNEX 1: List of banks below thresholds* 

 
Banks 

(all 25 banks listed below will 

need to submit capital plans 

within 2 weeks) 

 AQR adj. 

 = above  

 = below 

Stress Test 

- Baseline 

Scenario 

 

Stress Test 

- Adverse 

Scenario 

 

Dynamic 

vs. Static 
Balance 

Sheet 

Capital 

shortfall 
post net 

capital 

raised (€) 

Maximum 
timeline to 

cover 

shortfalls* 

Monte dei Paschi di Siena IT    Dynamic 2.11bn 9 months 

Banca Carige IT    Static 0.81bn 9 months 

Banco Comercial Português PT    Dynamic 1.15bn 9 months 

Österreichischer Volksbanken -
Verbund 

AT    Dynamic 0.86bn 9 months 

Permanent tsb IE    Static 0.85bn 9 months 

Banca Popolare di Milano IT    Static 0.17bn 9 months 

Banca Popolare di Vicenza IT    Static 0.22bn 9 months 

Dexia BE    Dynamic 0.34bn 9 months 

Hellenic Bank CY    Static 0.18bn 9 months 

Nova Ljubljanska Banka SI    Static 0.03bn 9 months 

Nova Kreditna Banka Maribor SI    Static 0.03bn 9 months 

Eurobank EL    Both 1.76bn** 9 months 

National Bank of Greece EL    Both 0.93bn** 9 months 

Cooperative Central Bank CY    Static 0.00bn 9 months 

Bank of Cyprus CY    Dynamic 0.00bn 9 months 

Veneto Banca IT    Static 0.00bn 9 months 

Banco Popolare IT    Static 0.00bn 9 months 

Piraeus Bank EL    Both 0.00bn 9 months 

Credito Valtellinese IT    Static 0.00bn 9 months 

Banca Popolare di Sondrio IT    Static 0.00bn 9 months 

Münchener Hypothekenbank DE    Static 0.00bn 9 months 

AXA Bank Europe BE    Static 0.00bn 9 months 

C.R.H. - Caisse de Refinancement (..) FR    Static 0.00bn 6 months 

Banca Popolare dell´Emilia Romagna IT    Static 0.00bn 9 months 

Liberbank ES    Dynamic 0.00bn 6 months 

Source: ECB and EGOV calculus 

* Banks are given 6 months for capital measures to cover shortfalls identified in the AQR or stress test baseline scenario (AQR adjusted CET1 ratio 
threshold is 8%; minimum capital threshold for baseline scenario is a CET1 ratio of 8%) and 9 months to cover shortfalls identified in stress test 

adverse scenario (the minimum capital threshold is a CET1 ratio of 5.5%). 

 

** The bank has a shortfall on a static balance sheet projection, but dynamic balance sheet projections (which have been performed alongside the 

static one as restructuring plans were agreed with COM -DG-COMP after 1 January 2014) will be taken into account in the assessment of submitted 

capital plans. Under the dynamic balance sheet assumption, National Bank of Greece has no shortfall and Eurobank has practically no shortfall. 

http://www.ecb.europa.eu/pub/pdf/other/aggregatereportonthecomprehensiveassessment201410.en.pdf
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ANNEX 2: Relevant legal framework 

1. Single Supervisory Mechanism (SSM) 

As of 4 November, the ECB/SSM will directly supervise the 120 largest euro area banks. These 120 

significant credit institutions represent almost 85% of total banking assets in the euro area. Not all 

participating banks in the comprehensive assessment are now considered significant banks for 

direct future supervision by the ECB. 

Regulation (EU) 1024/2013 is conferring specific tasks on the ECB concerning policies relating to 

the prudential supervision of credit institutions. Its accountability towards the European Parliament 

is written down in more detail in the Interinstitutional Agreement between the EP and the ECB. For 

further details, please see the comprehensive note on the SSM on the ECON page, under financial 

supervision. 

2. Bank Recovery and Resolution Directive (BRRD) (2014/59/EU) will come into force in 

January 2015 with transitional rules and in January 2016 with full-bail in. It shall streamline 

instruments for banks with difficulties across the EU, ensuring early intervention and participation 

of shareholders and creditors in sharing the financial burden of a failed bank. 

3. Single Resolution Mechanism (SRM) and Single Resolution Fund (SRF) 

Regulation (EU) 806/2014 is establishing SRM in its role to resolve non-viable banks that are 

considered significant (i.e. for which the ECB has decided to exercise directly all of the relevant 

powers) as well as for the other cross-border groups. The national resolution authorities will be 

responsible for all other entities. The SRM tasks will be carried out by an agency (the "Board"), 

which will become fully operational as of 1 January 2015.  

In case that a resolution requires financial resources, the basic principle is that losses should be 

borne first by shareholders and next, in general, by creditors (via loss-absorption respectively "bail-

in"). Only if those contributions are not sufficient, the resolution may draw on additional resources 

provided by the SRF, which is primarily financed by ex-ante contributions raised at national level 

from the banking sector (proposal for rules on banks´ contribution to SRF). For further details, 

please see the comprehensive note on the SRM and SRF on the ECON page, under financial 

supervision. 

4. State Aid 

EU state aid rules ensure that the recourse to public financial backstops is significantly reduced 

through appropriate burden sharing arrangements. In July 2013, the COM issued a ‘Banking 

Communication’ with new rules on state aid for assessing public support to financial institutions 

during the crisis. Banks have since then been required to work out a sound plan for their 

restructuring or orderly winding down before they can receive recapitalisations or asset protection 

measures. Moreover, in case of capital shortfalls, bank owners and junior creditors have been 

required to contribute as a first resort, before banks can ask for public funding. 

Since burden sharing is also enshrined in the BRRD and the Regulation on the SRM, any resolution 

scheme adopted in line with the two legislative acts, which foresees either use of state aid or the 

SRF, needs approval by the COM under state aid rules. 

For further details on interplay between state aid rules and the BRRD as of 2015 and 2016 

respectively, please see the chart on recapitalisations on the ECON page, under financial 

supervision. 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:287:0063:0089:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:320:0001:0006:EN:PDF
http://www.europarl.europa.eu/document/activities/cont/201409/20140925ATT89874/20140925ATT89874EN.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014L0059&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L:2014:225:FULL&from=EN
http://ec.europa.eu/internal_market/bank/docs/crisis-management/141021-delegated-act-art-103-brrd_en.pdf
http://www.europarl.europa.eu/document/activities/cont/201407/20140714ATT86824/20140714ATT86824EN.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52013XC0730(01)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52013XC0730(01)&from=EN
http://www.europarl.europa.eu/document/activities/cont/201408/20140827ATT87978/20140827ATT87978EN.pdf
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5. Mergers and Acquisitions (M&A) 

Directive 2007/44/EC has introduced identical rules and evaluation criteria for the prudential 

assessment of acquisitions and increases in holdings in the banking, insurance and securities 

sectors.  

However, despite the existing legal framework, mergers and acquisitions in the EU banking sector 

have not taken off. The COM report of 2013 has called for more consistent application throughout 

the EU and across financial sectors in order to provide acquirers with more legal certainty. It is 

asking the three European Supervisory Agencies (ESAs) to update and clarify the guidelines on 

cooperation arrangements, which were originally published in 2008. Such a clarification could, for 

instance, provide more precise guidance on how to apply the proportionality principle.  

Moreover, recently harmonized rules on capital, liquidity, resolution as well as establishment of the 

SSM and SRM may present an incentive for the M&A activity in the EU banking sector in the 

future. 

6. ESM and Direct Recapitalisation Instrument 

The euro area Member States reached on 10 June 2014 a political understanding on the operational 

framework of the ESM direct recapitalisation instrument. The instrument will have a maximum 

recapitalisation capacity of  EUR 60 billion and may be activated only in case a bank fails to attract 

sufficient capital from private sources and if the ESM Member concerned is unable to recapitalise 

it, including through the instrument of indirect recapitalisation of the ESM.  

For a transitional period until 31 December 2015, a bail-in of 8% of all liabilities will be a 

precondition for using the instrument, as well as the use of the resources available in the ESM 

Member's national resolution fund. From 1 January 2016, bail-in in line with the BRRD will be 

required.  

The financial assistance will be provided in accordance with EU State aid rules and the ESM 

Member will be asked to invest alongside the ESM. 

For the direct recapitalisation instrument to become fully operational, the ESM Board of Governors 

needs to review the list of financial assistance instruments in line with Article 19 of the ESM 

Treaty. It shall be done in accordance with relevant national procedures of all ESM Members (some 

of them undergoing a full-flagged legislative procedure to amend a domestic law, some requiring 

parliamentary authorization for the Governor to approve the instrument in the Board of Governors 

meeting, and some without any parliamentary involvement). Only after completion of national 

procedures and a fully operational SSM, the new instrument is expected to be added to the list of 

the ESM financial instruments.  

 

 

 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:247:0001:0016:EN:PDF
http://ec.europa.eu/internal_market/finances/docs/committees/130211_report_en.pdf
http://www.eurozone.europa.eu/media/533095/20140610-eurogroup-president-direct-recapitalisation.pdf

