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Abstract 

This study discusses recent and current conditions relating to 
financial stability in the euro area, develops, in particular, on the 
impact of the current ‘inflation crisis’ on financial stability 
vulnerabilities, and addresses two related priorities for the Single 
Resolution Board (SRB). 
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EXECUTIVE SUMMARY1 
The aim of this study is to discuss recent and current conditions relating to financial stability in the euro 
area (and the European Union (EU) at large), to develop, in particular, on the impact of the current 
‘inflation crisis’ on financial stability vulnerabilities, and to address two related priorities for the Single 
Resolution Board (SRB). It is structured in three Sections: 

Section 1, titled “ Current threats to financial stability in the euro area”, sets the conceptual framework 
for the analysis in the paper, by first (under 1.1.) developing on the evolution of financial stability in the 
euro area (mainly) over the period after the outbreak of the pandemic crisis, and coming to the interim 
conclusion that, even though in 2021 the resilience of the euro area banking sector remained the basic 
scenario, financial stability vulnerabilities remained elevated considering several parameters, including 
the challenges arising for the environment of very low interest rates for a prolonged period. This is 
followed (under 1.2.) by a brief discussion on the causes of the current ‘inflation crisis’, the monetary 
policy measures adopted by the European Central Bank (ECB) by mid-2022 to contain inflation in the 
euro area and the extent to which the effects of monetary policy tightening could be compromised by 
unwarranted expansive fiscal policy measures (the search, thus, for an optimal monetary – fiscal policy 
mix). Finally, the financial stability considerations and concerns in the current environment are set out 
on the basis of the assessments contained in the most recent (2022) Financial Stability Reviews of the 
ECB and the Global Financial Stability Report of the International Monetary Fund (IMF), as well as 
through the lens of the Warning issued by the European Systemic Risk Board (ESRB) of 22 September 
2022 “on vulnerabilities in the Union financial system”, which identified ‘severe’ and ‘elevated systemic 
risks’ to financial stability (under 1.3.). Interestingly, some of the financial stability vulnerabilities 
present before the outbreak of the inflation crisis seem to pertain. 

The focus in Section 2 turns to “the role of the SRB amidst the current crisis”. The author argues (under 
2.1.) that the preservation of credit institutions’ resilience in the euro area in the current risk 
environment is mainly in the hands of prudential supervisors, namely the ECB and the national 
competent authorities within the Single Supervisory Mechanism (SSM), the European Banking 
Authority (EBA) and the ESRB, stressing, however, also the primary importance of the need to ensure 
that credit institutions can be effectively resolved, if necessary. In that respect, Sub-section 2.2 briefly 
presents the rules of the regulatory framework relating to the assessment of credit institutions’, and 
groups’ resolvability (including on the ‘preferred resolution strategy’) and then (also briefly) develops 
on the SRB measures to operationalise the relevant procedures during the last few years, in particular 
by its 2020 of its “Expectations for Banks” document and the introduction of the horizontal ‘heat-map’ 
in relation to resolvability assessment.  

This is followed (under 2.3) by an overview of the most recent developments in that field. In this respect, 
emphasis is given first, on the findings of the 2022 document on “SRB Resolvability of Banking Union 
Banks: 2021”, which contains the first heat-map on the resolvability of BU credit institutions and on the 
basis of which large credit institutions made sound progress on the resolution priorities set by the SRB, 
while all credit institutions, inter alia, significantly improved their ability to absorb losses and 
recapitalise on the basis of the MREL they built-up; second, the data contained in the most recent SRB 
quarterly dashboard for the 2nd quarter of 2022 on the progress made by credit institutions in the 
Banking Union (BU) in relation to the build-up of the minimum requirement for own funds and eligible 
liabilities (MREL); and third, on the remarks recently (November 2022) made by the Chair of the SRB, 
Elke König, in relation to the status quo as regards credit institutions’ compliance with the requirements 

                                                             
1  The cut-off date for information included in this study is 25 November 2022. 
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set out by the SRB, the risks ahead, and the SRB current focus on the operationalisation of the preferred 
resolution strategies and on further developing alternative strategies, where feasible.  

Finally, Section 3 contains the conclusions (under 3.1.) and the final assessment (under 3.2). It is 
remarked that financial stability vulnerabilities are currently elevated, mainly due to the deteriorating 
macroeconomic conditions (projected lower levels of growth and the significantly higher levels of 
inflation, intensified by the current geopolitical tensions), the probability of large-scale cyber incidents 
and climate change-related risks – and this despite credit institutions’ benefits from short-term gains 
derived from higher interest rates and margins. In this respect, the author highlights (in particular) in 
his final assessment that, even though the process relating to the preparation for resolution of BU credit 
institutions has significantly progressed if compared to the state in the recent part, there are two, in his 
view, interrelated material issues in relation to the priorities of the SRB amidst the current crisis.  

The first issue relates to the ability of credit institutions (and at what cost) to raise debt in capital 
markets, in view of the current high levels of interest rates, to meet their MREL requirements. The 
second issue refers to the eventual need for adjustment of preferred resolution strategies and the 
development of alternative ones for at least some credit institutions, considering the difficulties in 
meeting MREL targets under the current conditions. In this respect, the question is raised whether 
preferred resolution strategies providing for application of the bail-in tool should be modified, for 
which credit institutions and groups and in which direction. Taking into account that the SRB is already 
developing alternative strategies, where feasible, it is remarked that, on the one hand, a deviation from 
such a preferred resolution strategy providing for application of the bail-in tool is rather not probable 
for the largest BU credit institutions and groups for several reasons, an open issue remaining  the critical 
threshold in relation to the perimeter. On the other hand, in relation to other BU credit institutions and 
groups, the author argues that, even though the track record from the cases dealt with by the SRB 
during the period 2017-2022 reveals that in most cases BU credit institutions that were determined as 
failing or likely to fail have not been resolved but were wound up through normal insolvency 
proceedings, the process relating to the preparation for resolution has significantly progressed and, 
hence, he expects that in the current context it is more likely that a sale-based resolution strategy 
would be chosen as an alternative to the application of the bail-in resolution tool, considering that this 
would be feasible and being much in favour of this solution.  

 
1. CURRENT THREATS TO FINANCIAL STABILITY IN THE EURO 

AREA 

1.1. Financial stability considerations before the current ‘inflation crisis’  
(1) Over the last 15 years, the banking sector (system) in the European Union (‘EU’) has been through 
several major crises: the (2007-2009) global financial crisis (‘GFC’), the subsequent fiscal (debt, 
sovereign) crisis in the euro area, and then, in early 2020, the pandemic crisis. Due to a combination of 
institutional arrangements made in the wake of the two former crises (namely the establishment of the 
European System of Financial Supervision (‘ESFS’) and of the Banking Union (‘BU’)), regulatory 
measures adopted to adequately prevent and manage crises in the banking sector and 
accommodating macroeconomic conditions, just before the outbreak of the pandemic crisis the EU 
banking sector was quite robust.  

EU credit institutions were (on average) well capitalised and benefited from having implemented 
macroprudential buffers and liquidity ratios, as those were introduced in the prudential regulatory 
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framework governing credit institutions (as set out in the ‘Capital Requirements Regulation’ (‘CRR’) and 
the ‘Capital Requirements Directive No IV’ (‘CRD IV’) of the European Parliament and of the Council 
(hereinafter, the ‘co-legislators’) of 26 June 20132). Furthermore, the accumulated stock of non-
performing exposures (‘NPEs’), built up in the wake of the GFC and the subsequent fiscal crisis in the 
euro area, had been significantly reduced3 and, overall, financial stability was enhanced. Furthermore, 
during the pandemic, the European Central Bank (‘ECB’) and the European Banking Authority (‘EBA’) 
adopted earmarked policy measures based on the elements of flexibility incorporated in the above 
prudential regulatory framework, by considering that making full use of this flexibility was essential to 
overcome the financing pressures faced by firms and households.4  

(2) In view of these developments, in 2021 the resilience of the euro area banking sector remained the 
basic scenario.5 However, according to the ECB “Financial Stability Review” of May 2021,6 financial 
stability vulnerabilities remained elevated taking into account four parameters: first, the increased 
importance of climate change-related transition and physical risks;7 second, delays in sustainable 
economic recovery; third, credit institutions’ persistently low profitability, which to a certain extent was 
caused by the (very) low level of key ECB interest rates (until recently, as discussed just below); and 
fourth, credit institutions’ exposure higher credit risks due to weaknesses in some sectors of the 
economy, despite low rates of corporate defaults and unemployment, strong public support, and 
government guarantees8 (which in the medium term would require the adjustment of any ensuing 
Member States’ fiscal imbalances).9 As noted in the foreword of the Review by the ECB Vice-President, Luis de 
Guindos:  

“The pandemic has imposed higher costs on some vulnerable countries with larger services sectors, which in turn 
implies a greater need for continued policy support and growing interconnections between their government, 
corporates and banks. More broadly, the euro area banking sector also continues to face headwinds, with its 
profitability subject to uncertainty about the balance of loan losses to come and provisions already booked.”  

                                                             
2  Regulation (EU) No 575/2013 “on prudential requirements for credit institutions and investment firms (…)” and Directive 2013/36/EU “on 

access to the activity of credit institutions and the prudential supervision of credit institutions and investment firms (...)”, OJ L 176, 27/6/2013,  
pp. 1-337 and 338-436, respectively (both as in force). Inter alia, these legislative acts (which anymore do not apply to investment firms)  
transposed into EU law the international financial standards on these buffers and that ratio adopted by the so-called 2010 ‘Basel III regulatory 
framework’ of the Basel Committee on Banking Supervision (‘BCBS’) (cumulatively, the so-called “Basel III impact”) in the wake of the GFC. 

3  On the obstacles to NPL resolution in the EU and proposals for a comprehensive EU strategy, see by means of mere indication Aiyar et al.  
(2015), Montanaro (2019) and Gortsos (2021a).   

4  See details in Joosen (2020), pp. 339-360, European Parliament (2021) and Gortsos (2021b).  

5  The EU-wide stress tests of the EBA, published on 30 July 2021, reinforced this (see at: https://www.eba.europa.eu/eba-publishes-results-its-
2021-eu-wide-stress-test).   

6  Available at: https://www.ecb.europa.eu/pub/pdf/fsr/ecb.fsr202105~757f727fe4.en.pdf. 

7  These ‘risk drivers’ translate into financial risks through various transmission channels which, reflecting their potential double materiality, can 
materialise in two ways: first, on the “financial materiality side”, the financial performance of a counterparty (or invested assets) can be affected 
by environmental factors; second, “on the environmental materiality side”, the activities of a counterparty (or invested assets) may have a 
negative impact on the environment, which may then become financially material for this counterparty through triggering or reinforcing a 
negative “outside-in” impact. See details in European Banking Authority (2022), pp. 17-19. 

8  On data relating to these fiscal measures, see European Systemic Risk Board (2021a), pp. 58-68.  

9  A key (but not the single) challenge was an expected new wave of NPLs in relation to credits and loans granted to corporates and households 
both before the onset of the pandemic and during that crisis. On the author’s own views concerning threats to EU financial stability amidst 
the pandemic and the various means to overcome them, see Gortsos (2021c), with extensive further references. 

https://www.eba.europa.eu/eba-publishes-results-its-2021-eu-wide-stress-test
https://www.eba.europa.eu/eba-publishes-results-its-2021-eu-wide-stress-test
https://www.ecb.europa.eu/pub/pdf/fsr/ecb.fsr202105%7E757f727fe4.en.pdf
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The following ECB “Financial Stability Review” of November 202110 also underlined that, despite the 
decrease of the risk of high rates of corporate defaults and bank losses in comparison to the previous 
period, risks stemming from the pandemic had not entirely disappeared, while certain vulnerabilities 
had intensified (such as due to higher volatility in markets for equity and risky assets and the rapid 
expansion in euro area housing markets).  

(3) A major policy challenge also arose from the fact that price levels remained persistently below the 
benchmark set for price stability for a prolonged period of time, which lasted even longer due to the 
pandemic, and central bank interest rates came close to their effective lower bound.11 This challenge 
referred to the limitation of the financial excesses resulting from accommodative monetary policies, by 
managing the resulting negative financial impact to avoid repeating one of the main causes of the 
GFC.12 In this respect, the risk analysis in the  Report of the European Systemic Risk Board (‘ESRB’) of 1 
June 2021 titled “Lower for longer – macroprudential policy issues arising from the low interest rate 
environment” identified several areas of concern for the euro area owing to the low interest rate 
environment, including first, credit institutions’ profitability13 and resilience due to the compounding 
of the negative effects of existing structural problems in the EU banking sector (including overcapacity 
and cost inefficiencies); and second, systemic liquidity risk, as the financial system had become more 
sensitive to market shocks, also due to structural changes.14  

Even though the low interest rate environment belongs (anymore) to the (recent) past, the above areas of 
concern seem to persist, as discussed under 1.3 below. 

1.2. The outbreak of the ‘inflation crisis’, the ECB monetary policy 
actions by mid-2022 and the search for an optimal monetary – fiscal 
policy mix  

(1) After the prolonged period of very low inflation in the euro area (and even deflation during the 
period August – December 202015), the inflation rate was again into positive territory in 202116 due to 
soaring energy, food and commodity prices, persistent supply-chain disruptions caused by the 
pandemic and effects from the reopening of the economy. The increase was even more significant, and 
has (globally) reached multi-decade highs, after the Russian Federation’s military aggression against 
Ukraine. Hence, due to this (unprecedented) mix of supply shocks linked to both the pandemic and the 
geopolitical tensions, developments were remarkable, leading within a quite short period of time to 

                                                             
10  Available at: https://www.ecb.europa.eu/pub/pdf/fsr/ecb.fsr202111~8b0aebc817.en.pdf. 

11  This rendered necessary for the ECB (along with other central banks all over the world) to have recourse – after the GFC and up to our times  
– to ‘balance sheet policies’, by implementing ‘unconventional’ monetary policy instruments, including asset purchase programmes (‘APPs’). 
For an overview, see by means of mere indication European Parliament (2014) and Gortsos (2022a), with further references. 

12  See on this also Altavilla et al. (2019), Heider et al. (2019) and Schnabel (2020).  

13  See European Systemic Risk Board (2021b). 

14  In that respect, the Report set out a range of macroprudential policy options for mitigating systemic risk; on the interaction between monetary 
policy and macroeconomic policies, see by means of mere indication Martin et al. (2021). It also noted that the pandemic may have increased 
the likelihood and persistence of a “low for long” scenario, making it “even lower for even longer”. Taking, however, into account the most 
recent developments on the inflation front, this has apparently not been the case.  

15  See at: https://www.ecb.europa.eu/stats/macroeconomic_and_sectoral/hicp/html/index.en.html.  

16  See at: https:www.ecb.europa.eu/home/html/index.en.html. 

https://www.ecb.europa.eu/pub/pdf/fsr/ecb.fsr202111%7E8b0aebc817.en.pdf
https://www.ecb.europa.eu/stats/macroeconomic_and_sectoral/hicp/html/index.en.html
http://www.ecb.europa.eu/home/html/index.en.html
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the current ‘inflation crisis’17 with inflation increasing from 0.9% in January 2021, to 5.1% in January 
2022, 7.4% in March, and 8.9% in July.18  

(2) Under these conditions, the ECB Governing Council (‘GC’) decided in its meeting of 21 July 2022 to 
raise, for the first time since September 2019, the three key ECB interest rates, with effect from 27 July, 
by 0.50% (50 basis points), committed to ensure that the 2% ‘symmetric’ inflation target over the 
medium term under the new monetary policy strategy of July 202119 is granted. Inter alia,  the setting 
of the rate on the deposit facility (‘DFR’) at 0% signalled the exit from the era of negative interest rates.20 
A second raising of key interest rates, by 0.75% this time, took place on 8 September 202221 and then, 
due to a further increase of the inflation rate to 9.9% in September, the GC decided, on 27 October 
2022, a third raising, by 0.75 as well.22 Thus, with effect from 2 November, the interest rate on the ECB 
main refinancing operations (‘MROs’) has been set at 2.00%; that on the marginal lending facility at 
2.25%; and the DFR at 1.50%.23 By this course of action, the GC signalled that the monetary policy is 
aimed at dampening demand and thereby containing inflation.24 

(3) It should, however, be noted that, taking also into account mounting sovereign debt vulnerabilities, 
an aspect requiring close attention under the current circumstances is the extent to which the effects 
of monetary policy tightening could be (partly at least) neutralised by unwarranted expansive fiscal 
policy measures, especially as regards the exit strategy when the negative conditions on the inflation 

                                                             
17  On the term ‘inflation crisis’ and the analysis of its causes, see indicatively Rogoff (2022).  

18  See at: https://sdw.ecb.europa.eu. On the threats to financial stability in the euro area due to, inter alia, higher inflation, see below, under 1.3.  

19  See at: https://www.ecb.europa.eu/home/search/review/html/ecb.strategyreview_monpol_strategy_-overview.en.html and 
https://www.ecb.europa.eu/home/search/review/html/questions.en.html. According to this strategy, inter alia, price stability is (anymore) 
best maintained by aiming for a 2% ‘symmetric’ inflation target over the medium term; hence, both negative and positive deviations of 
inflation from that target are considered as equally undesirable (ECB’s monetary policy strategy statement (2021), point 5). For a detailed 
presentation, see Ioannidis et al. (2021), Kronberger Kreis (2021), Reichlin et al. (2021), Zilioli (2021) and Lastra and Dietz (2022) (on 
communication in monetary policy). 

20  See at: https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp220721~53e5bdd317.en.html. A novel element approved during that 
meeting was the establishment of a “Transmission Protection Instrument” (‘TPI’) for the effective transmission of monetary policy across all 
euro area Member States (see at: https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220721~973e6e7273.en.html). This will be 
activated to counter unwarranted, disorderly market dynamics posing a serious threat to this transmission. For an assessment of the TPI, see 
Albuquerque Matos (2022) and Nicolaides (2022). 

21     See at: https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp220908~c1b6839378.en.html.  

22     See at: https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp221027~df1d778b84.en.html; see also the account of that monetary  
policy meeting (24 November, at: https://www.ecb.europa.eu/press/accounts/2022/html/ecb.mg221124~3527764024.en.html).  

Central bank interest rates have been significantly raised in all major economies. By means of indication, the Federal Open Market Committee 
(‘FOMC’) of the US Federal Reserve raised during its November 2022 meeting the target range for the Federal funds rate to 3.75%-4%, 
following three previous increases in June, July and September (see at: https://www.federalreserve.gov/data.htm).  

23  To ensure the timely return of inflation to its 2% medium-term inflation target it cannot be excluded that the GC will further raise interest 
rates in the coming months (albeit eventually at slower pace). It is also noted that the Eurosystem’s consolidated balance sheet has continued 
to increase in 2022 (until 18 November), albeit only modestly, to reach a total of 8.77 trillion euros (as compared to 8.62 trillion in end-January). 
Furthermore, and most importantly, resort by credit institution to the deposit facility (liability item 2.2) has exponentially increased during the 
same period (from 776 billion to 4.64 trillion euros, amounting to 52.7% of total liabilities) due to the rise of the DFR and the continued 
reluctance of credit institutions in extending credit to the real economy due to the general economic developments (see at: 
https://www.ecb.europa.eu/press/pr/wfs/2022/html/ecb.fst221122.en.html). 

24  According to the most recent (September 2022) ECB macroeconomic projections, inflation will fall from 8.1% in 2022 to 2.3% in 2024 (see at: 
https://www.ecb.europa.eu/pub/projections/html/index.en.html). It is also worth noting that the current surge in inflation is multi-faceted,  
prompted by several factors which may not be directly linked to demand, including (but not confined to) population ageing, increased wage 
cost, energy transition and the (partial) move to deglobalisation. 

https://sdw.ecb.europa.eu/
https://www.ecb.europa.eu/home/search/review/html/ecb.strategyreview_monpol_strategy_-overview.en.html
https://www.ecb.europa.eu/home/search/review/html/questions.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp220721%7E53e5bdd317.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220721%7E973e6e7273.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp220908%7Ec1b6839378.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp221027%7Edf1d778b84.en.html
https://www.ecb.europa.eu/press/accounts/2022/html/ecb.mg221124%7E3527764024.en.html
https://www.federalreserve.gov/data.htm
https://www.ecb.europa.eu/press/pr/wfs/2022/html/ecb.fst221122.en.html
https://www.ecb.europa.eu/pub/projections/html/index.en.html
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front will have been set under control.25 In accordance with the October 2022 “Fiscal Monitor” of the 
International Monetary Fund (‘IMF’):26 

“Governments face increasingly difficult trade-offs in tackling the spikes in food and energy prices when 
policy buffers are largely exhausted after two years of pandemic. They should prioritize protecting 
vulnerable groups through targeted support while keeping a tight fiscal stance to help reduce inflation. 
(…) Several fiscal tools, such as job-retention schemes, have proven useful to preserve jobs and income 
for workers. Social safety nets should be made more readily scalable and better targeted, leveraging 
digital technologies. Exceptional support to firms should be reserved for severe situations and requires 
sound fiscal risk management.”27  

1.3. Financial stability concerns in the current environment  
(1) The ECB May 2022 “Financial Stability Review”28 was published amidst the military aggression 
against Ukraine and the associated uncertainty on the economic outlook. By assessing the impact of 
financial stability vulnerabilities on financial markets, debt sustainability, bank resilience and the non-
bank financial sector, it set out that the risks, inter alia, to economic growth, as already identified in late 
2021 and (anymore) with significantly higher levels of inflation, have further intensified due to the 
geopolitical tensions.29 The Report concludes that financial stability conditions deteriorated owing to 
the impact through these channels.  

(2) A number of ‘severe’ and ‘elevated systemic risks’ to financial stability were also identified in the 
Warning “on vulnerabilities in the Union financial system” (ESRB/2022/7) of the General Board of the 
ESRB of 22 September 2022.30 The former systemic risks pertain to the following: first, the deterioration 
of the macroeconomic outlook combined with the tightening of financing conditions due to the 

                                                             
25  Due consideration must be given to the different time horizons of action for (independent) central banks when implementing their monetary 

policy and for governments when exercising their fiscal policy. 

26  See International Monetary Fund (2022a). On the interaction between monetary and fiscal policies, see by means of mere indication Bartsch  
et al. (2020) and Meyer and Caporal (2021). See also Feld und Weber (2022). 

27  See also International Monetary Fund (2022b) with a focus on the outlook for the euro area. Even more recently the IMF’s Managing Director 
noted that in view of the high levels of inflation, even though central banks are globally tightening monetary policy to restore price stability,  
“challenges related to how to manage the monetary tightening cycle remain open”. Furthermore, she focused on the need to adopt an 
appropriate policy mix between monetary policy and the formulation and calibration of “responsible fiscal policy in an environment with 
persistent price pressures” to preserve that those fiscal policies do “not further fuel inflation and side-track the efforts of monetary policy”. See 
Georgieva (2022).   

This aspect has also been on the focus of the Eurogroup’s meeting of 7 November 2022. In this respect, its President, Paschal Donohoe, noted 
(see at: https://www.consilium.europa.eu/en/press/press-releases/2022/11/07/remarks-by-paschal-donohoe-following-the-eurogrou p -
meeting-of-7-november-2022) that the Eurogroup noticed the challenges of the significant supports in effectively managing the trade-off 
between reducing inflation, while also supporting both vulnerable households and also the euro area’s international competitiveness, and 
that “a key issue for the overall policy mix and for the budget outlook for next year is what happens if measures are extended into spring and beyond”.  

In the words of Philip Lane, Chief Economist at the ECB, as well: “Finding the “sweet spot” between fiscal and monetary policies will allow for 
continued support to vulnerable Europeans hard hit by high energy prices and double-digit inflation without further straining public finances“ (see 
(and hear) at: https://www.imf.org/en/News/Podcasts/All-Pod casts/2022/11/17/philip-lane-on-inflation -in -
europe?utm_medium=email&utm_source=govdelivery). 

28  At: https://www.ecb.europa.eu/pub/financial-stability/fsr/html/ecb.fsr202205~f207f46ea0.en.html. 

29  According to the above-mentioned (ECB macroeconomic projections of September 2022, economic growth will decline from 3.1% in 2022 to 
0.9% in 2023, and then recover to 2.3% in 2024 as gas markets improve and inflation and uncertainty decline. 

30  OJ C 423, 7.11.2022, pp. 1-6. The ESRB’s task of issuing warnings where systemic risks are deemed to be significant and, where appropriate, 
making those warnings public is set out in Article 3(1), point (c) of its founding Regulation (Regulation (EU) No 1092/2010 of the co-legislators  
of 24 November 2010, OJ L 331, 15.12.2010, pp. 1-11, as in force). 

https://www.consilium.europa.eu/en/press/press-releases/2022/11/07/remarks-by-paschal-donohoe-following-the-eurogroup-meeting-of-7-november-2022
https://www.consilium.europa.eu/en/press/press-releases/2022/11/07/remarks-by-paschal-donohoe-following-the-eurogroup-meeting-of-7-november-2022
https://www.imf.org/en/News/Podcasts/All-Podcasts/2022/11/17/philip-lane-on-inflation-in-europe?utm_medium=email&utm_source=govdelivery
https://www.imf.org/en/News/Podcasts/All-Podcasts/2022/11/17/philip-lane-on-inflation-in-europe?utm_medium=email&utm_source=govdelivery
https://www.ecb.europa.eu/pub/financial-stability/fsr/html/ecb.fsr202205%7Ef207f46ea0.en.html
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higher-than-expected inflation;31 second, financial stability risks stemming from a (possible) sharp asset 
price correction; and third, the implications of these developments for asset quality and (yet again) the 
profitability outlook of credit institutions, whose resilience is also affected by structural factors, 
competition from new (and, in several cases, still non-regulated) providers of financial services, and 
exposure to climate change-related risks. On the other hand, elevated systemic risks are linked to 
vulnerabilities in the residential and the commercial real estate sectors, the probability of large-scale 
cyber incidents (due to the war in Ukraine) and the medium-term sovereign debt dynamics.32  

Based on these considerations and noting that the resilience of the EU financial sector is already being 
supported by the actions of relevant authorities (including the ECB, the EBA, the other European 
Supervisory Authorities (‘ESAs’) and national supervisory authorities), the ESRB warns that the 
probability of ‘tail-risk scenarios’ materialising has increased since the beginning of 2022 and has been 
exacerbated by recent geopolitical developments.33 

(3) In the same vein, the most recent (October 2022) IMF “Global Financial Stability Report”34  reveals 
that financial stability vulnerabilities have increased substantially in view of the continuous rise of 
central banks’ key interest rates and amidst the highly uncertain global environment. In particular: first, 
financial vulnerabilities are elevated for both governments with mounting debt (including some within 
the euro area) and for non-bank financial institutions; furthermore, rising interest rates in combination 
with investors’ risk-aversion have a negative impact on several classes of financial assets held, inter alia, 
by banks; and finally, poor market liquidity, in conjunction with pre-existing vulnerabilities, could 
amplify any potential rapid, disorderly repricing of risk and the borrowing cost for many companies are 
already rising to the highest levels in decades. Overall, the resilience of the banking sector could be 
challenged by an economic environment of stagflation, in particular insofar as global banks would be 
affected.35 

(4) The increase of risks to financial stability in the euro area due to the deterioration in economic and 
financial conditions is further highlighted in the ECB’s most recent (November 2022) “Financial Stability 
Review”.36 Key sources of concern are notable declines in financial asset prices (across regions and asset 
classes), an increase in market volatility, (to a certain extent) strained market liquidity, the 
vulnerabilities of more-indebted sovereigns, households and corporates due to the tightening of 
financial conditions, and the rising medium-term risks for credit institutions due to deteriorating 
growth prospects, despite the benefits from short-term gains derived from higher interest rates and 
margins.37  

                                                             
31  On the reasons why forecasts failed to predict the current levels of inflation, see Ball et al. (2022).  

32  ESRB Warning, recitals (3)-(6) and (7)-(11), respectively.  

33  Ibid., first paragraph. Accordingly, the ESRB first, calls for relevant authorities and market participants to continue preparing for scenarios in 
which tail risks materialise, and for close coordination between relevant authorities and prudent risk management practices across all financial 
sectors and market participants to effectively address vulnerabilities, in order to avoid market fragmentation and negative externalities within 
the EU; second, notes that, credit institutions’ prudent risk management practices should be complemented by micro- and macroprudential 
capital buffers that are consistent with the prevailing level of risk; and third, highlights the need to address financial stability risks beyond the 
banking sector (ibid., second – fourth paragraphs, fifth paragraph and sixth paragraph (and recital (18)), respectively). 

34  See International Monetary Fund (2022c).  

35  International Monetary Fund (2022c), Chapter 1 (“Financial Stability in the New High-Inflation Environment”), pp. 1-44. 

36  At: https://www.ecb.europa.eu/pub/financial-stability/fsr/html/ecb.fsr202211~6383d08c21.en.html#toc2. 

37  On the overall performance of the EU banking sector in 2022 (with data as of the 2nd quarter) – including on its profitability, see the quarterly 
EBA Risk Dashboard of October 2022 (available at: https://www.eba.europa.eu/risk-analysis-and-data/risk-dashboard). 

https://www.ecb.europa.eu/pub/financial-stability/fsr/html/ecb.fsr202211%7E6383d08c21.en.html#toc2
https://www.eba.europa.eu/risk-analysis-and-data/risk-dashboard
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The Review also discusses the role of targeted fiscal policy measures in supporting vulnerable sectors of the 
economy, while avoiding actions that could interfere with the monetary policy normalisation process. 
Furthermore, its Special Feature C is earmarked to the evolution of threats to financial stability from cyberattacks 
and the means to mitigate them. 38  

2. THE ROLE OF THE SINGLE RESOLUTION BOARD AMIDST THE CURRENT CRISIS 

2.1. Introductory remarks  
(1) On the basis of the previous analysis, financial stability vulnerabilities are higher in late 2022 than 
they were only one year before and much higher than before the outbreak of the pandemic, mainly 
due to the deteriorating macroeconomic conditions (projected lower levels of growth and the 
significantly higher levels of inflation, intensified by the current geopolitical tensions), the probability 
of large-scale cyber incidents and climate change-related risks – and this despite credit institutions’ 
benefits from short-term gains derived from higher interest rates and margins. The deterioration of 
financial stability is evidenced by the assessments made, inter alia, by the ECB in its May and November 
2022 Financial Stability Reviews in relation to financial stability vulnerabilities and their implications for 
(inter alia) bank resilience, while the ESRB Warning of 22 September 2022 also identified ‘severe’ and 
‘elevated systemic risks’ to financial stability.39 

(2) Under these conditions, it is mainly up to prudential supervisors, namely the ECB and the national 
competent authorities within the Single Supervisory Mechanism (‘SSM’, established by the SSM 
Regulation,40 ‘SSMR’), and the EBA to take the necessary measures, and to the ESRB to exercise its 
macroprudential tasks to preserve credit institutions’ resilience in the euro area (and the EU at large).41 
In addition, the need to ensure that credit institutions can be effectively resolved, if necessary, becomes 
even more urgent (as further discussed under 2.2-2.3 below). However, in an environment of high 
interest rates, some of them may face difficulties in fully and timely meeting the requirements set by 
the resolution authorities (see Section 3 below).   

2.2. Assessment of credit institutions’, and groups’ resolvability and SRB 
measures to operationalise the relevant procedures  

(1) The Single Resolution Board (‘SRB’) within the Single Resolution Mechanism (‘SRM’, established by 
the SRM Regulation,42 ‘SRMR’) is, along with the national resolution authorities (‘NRAs’) of the 
participating Member States, tasked with the preparation for resolution of the credit institution under 

                                                             
38  On the current financial stability conditions globally, see also two reports of November 2022 as well: the Federal Reserve Board’s “Financial 

Stability Report” on the Board’s current assessment of the US financial system’s resilience (at: 
https://www.federalreserve.gov/publications/financial-stability-report.htm); and the 2022 Annual Report of the Financial Stability Board  
(‘FSB’) “Promoting Global Financial Stability” (at: https://www.fsb.org/wp-content/uploads/P161122.pdf). 

39  See above, under 1.3.2 (1) and (4), and under 1.3.2 (2), respectively.  

40  Council Regulation (EU) No 1024/2013 of 15 October 2013, OJ L 287, 29.10.2013, pp. 63-89.  

41  Furthermore, as already discussed (under 1.2), the ECB is also responsible, pursuant to its mandate under the EU Treaties and its monetary 
policy strategy, for guarding against the risk of a persistent upward shift in inflation expectations, which is a key (albeit not the only) aspect 
of concern and (inter alia) cause of threats to financial stability and has already taken an accommodative policy stance in accordance with its  
new monetary policy strategy. In this respect, as also noted, it is the appropriate monetary and fiscal policy mix which can guarantee a smooth 
return to normality, since unsound (national) fiscal risk management may negatively impact on the (single) monetary policy measures.  

42  Regulation (EU) No 806/2014 of the co-legislators of 15 July 2014, OJ L 225, 30.7.2014, pp. 1-90, as in force after its amendment (inter alia) by 
Regulation (EU) No 2019/877 of the co-legislators of 20 May 2019 (‘SRMR II’, OJ 150, 7.6.2019, pp. 226-252). The amended rules apply since 1 
January 2021.  

https://www.federalreserve.gov/publications/financial-stability-report.htm
https://www.fsb.org/wp-content/uploads/P161122.pdf
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its remit (hereinafter, ‘BU credit institutions’), which might be determined as ‘failing or likely to fail’ in 
accordance with Article 18, point (a) SRMR (and then with taking resolution action).43 Credit institutions’ 
and groups’ resolvability is assessed by the SRB (within the SRM) when drafting and updating resolution 
plans 44 on the basis of a ‘four-stage strategy’,45 pursuant to which it must first, assess the credibility and 
feasibility of liquidating an institution under normal insolvency proceedings;46 second, if it determines 
that liquidation is neither feasible nor credible, select the ‘preferred resolution strategy’, namely the 
strategy capable of best achieving the resolution objectives (set out in Article 14 SRMR) given the 
structure and business model of the institution or group concerned, as well as the resolution regimes 
applicable to legal entities therein;47 third, assess the feasibility of the preferred resolution strategy; and 
finally, assess its credibility. 48  

(2) A major catalyst for the acceleration of further action towards achieving resolvability in the BU was 
the publication by the SRB, on 1 April 2020, of its document “Expectations for Banks”.49 This set out 7 
specific objectives in relation to various dimensions of resolvability (further detailed by 34 principles), 
as well as a formal ‘substantive impediments procedure’,50 in three steps, which allows the SRB to 
determine the existence of such impediments.51 Furthermore, the SRB “Resolution Planning Cycle 
(‘RPC’) Booklet 2021” of March 202152 introduced, inter alia, a horizontal ‘heat-map’ in relation to 
resolvability assessment, which was designed with a view to monitoring, on an annual basis, the 
progress made by credit institutions on the implementation of the Expectations for Banks document 
and the build-up of the minimum requirement for own funds and eligible liabilities (‘MREL’).53  

                                                             
43  On this first resolution condition, see Tornese (2022), pp. 678-684. It is noted that, to protect financial stability and bank depositors  

immediately after the military aggression against Ukraine, the ECB and the SRB have taken action. In particular, taking into account the 
significant deposit outflows experienced by the Austrian parent of Sberbank Europe AG (a subsidiary of Sberbank of Russia, whose majority  
shareholder was the Russian Federation) and its two subsidiaries in Croatia and in Slovenia, and in order to prevent any negative externalities 
to the banking sector in the euro area, the ECB assessed, on 28 February 2022, that these ‘significant’ credit institutions were failing or likely 
to fail. Thus, it activated resolution actions in accordance with the decisions taken by the SRB. On this case, see Gortsos (2022b). In November, 
the Sberbank of Russia challenged before the CJEU the SRB’s assessments and the Commission’s decisions endorsing the resolution schemes 
(cases T-525/22, T-526/22 and T-527/22). 

44  SRMR, Article 9(1)-(2). In this respect, inter alia, it must examine the 28 matters regarding the resolvability of an institution or a group, as set 
out in Section C of the Annex to the Bank Recovery and Resolution Directive (‘BRRD’) (ibid., Article 10(1) and (6) for credit institutions and 10(4) 
for groups).  

45  Article 23(1) of Commission Delegated Regulation (EU) 2016/1075 of 23 March 2016 “supplementing [the BRRD] with regard to regulatory 
technical standards specifying the content of (…) resolution plans and group resolution plans (…) (OJ L 184, 8.7.2016, pp. 1-71). 

46  Pursuant to recital (59) SRMR that lays down the ‘exceptional’ nature of resolution actions irrespective of a credit institution’s size or 
interconnectedness, its winding up through normal insolvency proceedings should always be considered before taking a decision to maintain 
it as a going concern. 

47  Commission Delegated Regulation (EU) 2016/1075, Article 2, point (3). 

48  Ibid., Articles 24, 25, 26-31 and 32, respectively. See also the EBA final Guidelines of 13 January 2022 “on improving resolvability for institutions  
and resolution authorities (…)” (EBA/GL/2022/01, available at: https://www.eba.europa.eu/eba-publishes-guidelines-institutions-and-
resolution-authorities-improving-banks’-resolvability-and). 

49  Available at: https://www.srb.europa.eu/system/files/media/document/efb_main_doc_final_web_0_0.pdf. 

50  The procedure for removing such impediments is governed by Article 10(7)-(13) SRMR.   

51  The SRB has set end-2023 as the deadline for credit institutions’ full compliance with the Expectations for Banks document to demonstrate  
they are resolvable. It is also noted that, as regards (in particular) the implementation of the bail-in tool, the SRB operational guidance to credit 
institutions is based on several documents adopted during the period 2020-2021. For details, see Gortsos (2021d), which also further develops 
(in the Annex) on the other above-mentioned elements relating to the assessment of resolvability (with extensive further references).  

52  At: https://www.srb.europa.eu/system/files/media/document/2022-07-13_SRB-Resolvability-Assessment.pdf. 

53  The MREL, as in force, is governed by Articles 12-12k SRMR; see details in Maragopoulos (2020) and Haentjens (2022). By also addressing the 
relative impact on the feasibility of the preferred resolution strategy, the heat-map will consistently reveal (for the sake of transparency) the 
extent to which sufficient progress has been made in the most critical areas for its successful execution while also supporting the assessment 

https://www.eba.europa.eu/eba-publishes-guidelines-institutions-and-resolution-authorities-improving-banks%E2%80%99-resolvability-and
https://www.eba.europa.eu/eba-publishes-guidelines-institutions-and-resolution-authorities-improving-banks%E2%80%99-resolvability-and
https://www.srb.europa.eu/system/files/media/document/efb_main_doc_final_web_0_0.pdf
https://www.srb.europa.eu/system/files/media/document/2022-07-13_SRB-Resolvability-Assessment.pdf
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2.3. Recent developments 
(1) The July 2022 document on “SRB Resolvability of Banking Union Banks: 2021”54 contains the first 
heat-map on the resolvability of BU credit institutions. According to this, large credit institutions 
(namely global systemically important institutions (‘G-SIIs’)55 and Top Tier banks) made sound progress 
on the resolution priorities set by the SRB in the period 2020-2021. Furthermore, all credit institutions 
first, significantly improved their ability to absorb losses and recapitalise on the basis of the MREL they 
built-up; and second, have taken significant actions to be able to execute bail-in at short notice, to 
maintain the continuity of their critical functions and core business lines, as well as to produce the 
information required for resolution action.56  

In the meantime, in June 2022, the SRB had published the 2022 update of its MREL policy. 57 This policy first, 
contains novel elements relating to the new requirements set out in the revised CRR58 on the indirect holding of 
internal MREL and MREL for credit institutions with a multiple point of entry (‘MPE’) resolution strategy; 59 and 
second, enlarged the coverage of entities under internal MREL60 and made the subordination policy more 
dynamic.  

(2) The most recent SRB quarterly dashboard for the 2nd quarter of 202261 contains data on the progress 
made by BU credit institutions in relation to the build-up of MREL in the current context. In this respect, 
it is noteworthy pointing out to the following: first, these institutions reduced on aggregate their MREL-
shortfalls (including the combined buffer requirement62) by 4.7 billion euros, reaching the total shortfall 
of 32.2 billion euros (or 0.4% of the total risk exposure amount (‘TREA’63); and second (and most 
importantly), MREL gross issuances amounted to 67.27 billion euros, decreasing from the previous 
quarter but remaining broadly in line with the level of the same quarter last year.  

(3) On the basis of the above-mentioned, the Chair of the SRB, Elke König recently remarked64 that 
“overall, it is important and positive to note that most banks already meet the final MREL target (of 1 January 
2024 65)” adding, however:  

                                                             

on the materiality of impediments to resolvability, as well as the consideration of appropriate corrective action. For further details, see Laviola 
(2021). 

54  G-SIIs are identified as such in accordance with Article 131(1)-(2) CRD IV.  

55  Available at: https://www.srb.europa.eu/system/files/media/document/efb_main_doc_final_web_0_0.pdf. 

56  Further improvements are required in respect of credit institutions’ ability to swiftly mobilise liquidity and collateral in resolution, further 
automation of the management information systems for the purposes of valuation and resolution, and further operationalisation of 
restructuring and separation capabilities post-resolution.  

57  Available at: https://www.srb.europa.eu/system/files/media/document/2022-06-08_MREL_Track-Changes.pdf. 

58  Regulation (EU) 2019/876 of the co-legislators of 20 May 2019 (‘CRR II’), OJ L 150, 7.6.2019, pp. 1-225. 

59  ‘Multiple point of entry (MPE)’ means a resolution strategy involving the application of resolution powers by two or more resolution authorities  
to regional or functional sub-groups or entities of a group (Commission Delegated Regulation (EU) 2016/1075, Article 2, point (6)). 

60  The internal MREL requirement for ‘material subsidiaries’ ensures the pooling of losses across cross-border groups and is critical for their 
resolution.  

61  Available at: https://www.srb.europa.eu/system/files/media/document/2022-11-04_Q2.2022_S RB-MREL-Dashboard_0.pdf.  

62  The combined buffer requirement is defined in Article 128, point (6) CRD IV. 

63  This is calculated pursuant to Article 92(3) CRR. On the construction of the TREA and its relationship with the combined buffer requirement, 
see Joosen (2022). 

64  SRB Bi-annual reporting note to Eurogroup, 7 November 2022, available at: https://www.srb.europa.eu/en/content/srb-bi-annual-reporting -
note-eurogroup-0. 

65  On this aspect, see also below, under 3.2 (2).  

https://www.srb.europa.eu/system/files/media/document/efb_main_doc_final_web_0_0.pdf
https://www.srb.europa.eu/system/files/media/document/2022-06-08_MREL_Track-Changes.pdf
https://www.srb.europa.eu/system/files/media/document/2022-11-04_Q2.2022_SRB-MREL-Dashboard_0.pdf
https://www.srb.europa.eu/en/content/srb-bi-annual-reporting-note-eurogroup-0
https://www.srb.europa.eu/en/content/srb-bi-annual-reporting-note-eurogroup-0
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“This said, the challenging economic outlook results in headwinds and unknowns. In this context,  
sufficient MREL is a precondition for resolvability. Thus, the SRB monitors closely the funding plans and 
the MREL build-up of those banks that still need to close a gap to meet the final MREL targets.” 

Furthermore, König notes that, since resolution plans are reaching the state of maturity66 and the SRB’s 
policies and guidance are well developed, the SRB focus turns on the operationalisation of the 
preferred resolution strategies, and – “as a lesson learned” – on further developing alternative 
strategies, where feasible, 67 its key strategic priority being to further strengthen its crisis readiness to 
swiftly implement and execute, together with NRAs, the resolution of any failing credit institution. In 
this respect, the current focus is on the conduct of tests with credit institutions on their ability to apply 
bail-in, or to separate portfolios to facilitate a (partial) transfer strategy.68 In that respect, König labels 
2023 ‘a decisive, but also transitional year’, “where the SRB is shifting focus from the general [Expectations 
for Banks] phase-in and preparation of the basic resolution plans to even more targeted bank monitoring.” 69  

3. SUMMARY AND FINAL ASSESSMENT  

3.1. Summary  
(1) The stability of the banking sector in the euro area (and in the EU at large) is again under threat. The 
pandemic is not, anymore, the key cause of concern but has left its footprint. Even before the Russian 
Federation’s military aggression against Ukraine in February 2022, and despite the fact that the overall 
resilience of the euro area banking sector was the basic scenario, financial stability vulnerabilities 
remained elevated taking into account the increased importance of climate change-related transition 
and physical risks, credit institutions’ persistently low profitability, delays in sustainable economic 
recovery; and higher credit risks due to weaknesses in some sectors of the economy despite strong 
public support and government guarantees (duly taking into account widely-differing business models 
(and risk management arrangements) among larger and smaller credit institutions).70  

(2) The situation has deteriorated due to the current ‘inflation crisis’, prompted by the mix of supply 
shocks linked to the pandemic and the military aggression against Ukraine. This induced the ECB within 
the Eurosystem to significantly raise its interest rates three times within a very short period, but 
attention should also be drawn to the optimal mix between the (single) monetary policy and national 
fiscal policies under the current demanding circumstances.71 In turn, the risks arising from the projected 

                                                             
66  In accordance with the SRB 2022 Resolution Planning Cycle, the SRB and the NRAs have updated 102 resolution plans for the banking groups 

under the SRB remit. The 2002 “Resolution Planning Cycle Booklet” of April 2022, is available at: 
https://www.srb.europa.eu/en/content/resolution-planning-cycle-booklet. 

67  On this aspect, see further under 3.2 (2) below. 

68  Furthermore, the SRB is engaged in a broader “dry-run” exercise on the single point of entry (‘SPE’) resolution strategy and bail-in execution, 
as well as a cross-divisional project, jointly with the NRAs, to clearly establish the legal and operational mechanisms for executing that strategy. 
‘Single point of entry (SPE)’ means a resolution strategy involving the application of resolution powers by a single resolution authority at the 
level of a single parent undertaking or of a single institution subject to consolidated supervision (Commission Delegated Regulation (EU) 
2016/1075, Article 2, point (5)). 

69  Next year (2023) will also mark the end of the (transitional) ‘initial period’, which started on 1 January 2016, and during which the contributions 
raised at national level and gradually transferred to the Single Resolution Fund (‘SRF’), which is managed by the SRB, are allocated to different 
‘compartments’ corresponding to each participating Member State (in accordance with Article 68 SRMR). It is also expected that in 2023 the 
‘common backstop’ to the SRB for the SRF will also become fully operational. 

70  See above, under 1.1.  

71  See above, under 1.2.  

https://www.srb.europa.eu/en/content/resolution-planning-cycle-booklet
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lower levels of growth, the significantly higher level of inflation and geopolitical tensions have 
deteriorated financial stability conditions, as evidenced by the recent ECB and ESRB assessments.72 On 
top of that, credit institutions’ (and other financial firms’) eventual exposure to large-extent cyber risk 
and the even more increased importance of climate change-related risks are also of significant 
importance (and under the regulators’ and supervisors’ loop), in an overall quite unpredictable 
economic and financial environment that has repeatedly been exposed (as we have witnessed during 
the last few years at least) to “known unknows”.73  

3.2. Final assessment   
Within this context, the SRB, which already successfully completed in early-2022 a cross-border 
resolution case caused by the reputational impact of the geopolitical tensions due to the military 
aggression against Ukraine, is called upon by the regulatory framework in force to ensure that BU credit 
institutions can be effectively resolved, if necessary. The data contained in the SRB quarterly dashboard, 
as well as the statements and remarks recently made by the SRB Chair leave no doubt that the process 
relating to the preparation for resolution of these credit institutions has significantly progressed if 
compared to the state of play 2 or 3 years ago.74 However, these statements and remarks also set the 
frame to discuss some, in the author’s view, interrelated and material issues in relation to the priorities 
of the SRB amidst the current crisis. In particular: 

(1) The first issue relates to the ability of credit institutions (and at what cost) to raise debt in capital 
markets, in view of the current high levels of interest rates, to meet their MREL requirements. In this 
respect, it can reasonably be expected that those which have not yet managed to fully meet the MREL 
targets 75 during the previous, more favourable in terms of access to capital markets period, may face 
more difficulties in this respect under the current conditions.  

(2) The second issue, closely linked to the first, refers to the eventual need for adjustment of preferred 
resolution strategies and the development of alternative ones for at least some credit institutions. 
According to König again, 82% of the BU credit institutions (accounting for 97% of total exposure at 
risk) are earmarked for resolution; hence, they would be resolved by application of either the bail-in 
resolution tool or any of the two ‘gone concern’, sale-based resolution tools (namely, the sale of 
business and the bridge bank tools).76 This implies that for those credit institutions the ‘public interest’ 
resolution criterion would, in principle, be met.77 Considering, however, the difficulties in meeting 
MREL targets under the current conditions of increased interest rates, the question is addressed 
whether preferred resolution strategies providing for application of the bail-in tool should be modified, 
for which credit institutions and groups and in which direction. Taking into account that, as already 
noted,78 the SRB is developing alternative strategies, where feasible, the following is remarked: 

                                                             
72  See above, under 1.3.  

73  See in this respect also Branson (2022), discussing on the fast-changing risk landscape currently faced by supervisors and credit institutions.  

74  See above, under 2.2 and 2.3. On the conditions in and before 2021, see Gortsos (2021d).  

75  By virtue of Article 12k (2) SRMR, credit institutions should, in principle, have met the binding ‘intermediate target’ by 1 January 2022; the fully 
calibrated MREL ‘final target’ must be met by 1 January 2024, even though the SRB may set a longer transitional period (beyond 2024) for 
some credit institutions pursuant to Article 12k (6) and (8). 

76  These resolution tools are governed, respectively, by Articles 27, 24 and 25 SRMR (on Article 27, see Hadjiemmanuil (2022); on Articles 24-25,  
see Binder (2022)). 

77  Ibid., Article 18(1), point (c) and (5). On this third resolution condition, see Grünewald (2017) and Tornese (2022), pp. 684-687.  

78  See above, under 2.3 (3).   
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First, it is generally considered that for the largest BU credit institutions and groups a deviation from 
a preferred resolution strategy providing for application of the bail-in tool is rather not probable, 
since both the ‘public interest’ resolution criterion would (apparently) be met (hence, their winding 
up through normal insolvency proceedings should reasonably be excluded), and the application of 
a sale-based strategy would not be feasible to implement. Furthermore, it is expected that most of 
these credit institutions (if not all) already meet or are close to meeting the final MREL targets. The 
determination, however, of the critical threshold in relation to the perimeter remains open.  

Second, and in relation to the BU credit institutions and groups that were not to be included in the 
above-mentioned category, the track record from the cases dealt with by the SRB during the period 
2017-2022 reveals that in most cases BU credit institutions that were determined as failing or likely 
to fail have not been resolved. Instead, the determination was made that the public interest criterion 
was not met, and the decision was taken to wind them up through normal insolvency proceedings 
(even though the author is not (and could not be) aware of what the preferred resolution strategy 
was for those). However, since (as already discussed as well79) the process relating to the preparation 
for resolution has significantly progressed and credit institutions’ resolution plans are reaching the 
state of maturity, the author reasonably expects that in the current context it is more likely that a 
sale-based strategy would be chosen as an alternative to the application of the bail-in resolution 
tool, considering that this would be feasible. He would also very much be in favour of this solution 
due to considerations as to the negative side-effects of both winding up credit institutions under 
normal insolvency proceedings and applying to them the bail-in resolution tool.80 

 

  

                                                             
79  Ibid.   

80  In relation to the latter aspect, see Gortsos (2021b) and Hadjiemmanuil (2022).  
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This study discusses recent and current conditions relating to financial stability in the euro area, 
develops, in particular, on the impact of the current ‘inflation crisis’ on financial stability 
vulnerabilities, and addresses two related priorities for the Single Resolution Board (SRB). 
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