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1-003-0000

Chair. – Colleagues, welcome to this first meeting of the Committee for Economic Affairs
(ECON) of this term – after, of course, the constitutive one.

Let me first adopt the agenda, if there are no objections. Thank you.

Then I have one short announcement about the linguistic profile of ECON. As you know, the
code of conduct on multilingualism is the set of rules which govern interpretation and
translation facilities in the Parliament. One of the requirements is that our committee, like all
other committees, is obliged to draw up at its constitution and keep updated an interpretation
language profile based on the real needs of the Members. Management of the profile is the
responsibility of the Secretariat, in agreement with the Chair, in line with the requirements the
Secretariat has forwarded to the administration profiles with 12, 16, 20 and 23 languages. When
meeting rooms are assigned for committee meetings, the interpretation facilities provided
would, generally speaking, correspond to the number of interpretation booths available in the
room.

I wish to reassure Members that ECON, as one of the bigger committees, is well served in terms
of rooms and interpretation facilities. However, at times a reduced number of languages will be
unavoidable, for example for extraordinary meetings in Strasbourg and Brussels. So the
Secretariat will continue to monitor the profiles and adapt them if and when necessary. But
today we are at our full capacity, right? Hopefully.

So let’s move now to point 3 of the agenda. I would like to welcome Elke König, the
Chairperson of the Single Resolution Board (SRB), to this first hearing in the new term. The
public hearing is organised in the framework of the regulation establishing the Single
Resolution Mechanism (SRM) and of the agreement between the Parliament and SRB on the
practical modalities of the exercise of democratic accountability.

Madam König last appeared in ECON on 2 April this year. Today she’s presenting the SRB’s
annual report for 2018. The report focuses on resolution plans for banks under the SRB’s remit,
the current resolution framework, crisis management measures and the Single Resolution Fund.
Of course I’m sure Members will not miss the opportunity also to address other topics
connected to, more generally, our banking system, banking union and the responsibilities of the
SRB. So I’m sure it will be a very lively and interesting exchange of views.

Madam König, please, you have the floor.

1-004-0000

Elke König, Chair of the Single Resolution Board. – Thank you Chair, honourable Members,
ladies and gentlemen, thank you first and foremost for the invitation. I’m deeply flattered to be
here for your first real Committee for Economic Affairs (ECON) meeting.
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No, but I’ll try to be brief – and congratulations, Mr Chair, for your reappointment to this role.

I will look forward really to working with you in this coming mandate because we take
accountability, transparency very seriously, and for me you are also on the ambassadors of a
work which is quite unique and needs explanation in your constituencies.

Let me try to start with an overview of what we are doing – I’ll keep it very short. Then I’d like
to give a brief synopsis of some of the areas where we have made progress, or where we are,
which we are working on, and then to finish I will actually take the opportunity to look at bit
forward on files that I think are a key priority and also key challenges for us, but also I think
broader for you, for Council, in this next term. And I will definitely referred to our annual
report, which I’m pretty sure you all have read and know by heart, so as not to have to go into
detail.

First word on us. I think the creation of the Banking Union (and we should always keep that in
mind) was a cornerstone of the EU response to the crash of 2008. The Banking Union was
designed with three pillars, the first being the Single Supervisory Mechanism in Frankfurt; the
second one, the Single Resolution Mechanism with the Single Resolution Board; and the third
is still under construction, because that was a common scheme to protect deposits of the
European system, harmonised across the continent.

The SRB is based on – and this is already one of the first parts where we have to work in future
– we are based on the Bank Recovery and Resolution Directive (BRRD) and the Single
Resolution Mechanism Regulation (SRMR) (the two legal frameworks), and while we were
starting to get our arms around and implementing BRRD and SRMR, at the same time you, the
Council and the Commission have already worked on a new banking package, which came into
play at the end of last year and which we now will have to implement.

I’ll come back to our work in a moment, but first I think I would say something which has
become more and more a topic which I think is misunderstood.

The idea of resolution is, to put it simply, to ensure that a bank that runs into trouble can be
dealt with efficiently, having the smallest possible impact on the taxpayer. In other words: no
more bailouts, and at the same time trying to really limit the amount of damage to the wider
economy that a resolution could cause.

Most banks (and we have roughly 3 000 of them) will fall under normal national insolvency
procedures. They are small; they have limited critical function; their impact on financial
stability is limited; and they will fall under normal national insolvency procedures in the same
manner as any other failing business would do. However, for what we call ‘systemically
important’ banks, whose failure would have a ripple effect on the rest of the economy, we have
this new concept of resolution. It’s the exception, not the rule, and it’s not – and I think this is
extremely important – it’s not some kind of panacea that takes away all the damage inherent in
a failing bank. A failing bank is a bank that’s produced losses that need to be allocated, but they
should be allocated to equity- and bond-holders in principle, and not to the general public.

So this is, I think, what we do, and to be fair, I think in the resolution of Banco Popular two
years ago, we’ve shown that this framework is, in principle, working. We successfully dealt in
2017 with this first resolution case. We protected the Spanish taxpayer and ensured stability in
the system.

In summer last year – and just before you ask: ‘Is this finalised?’, no, because after the
resolution weekend comes all the consideration of: ‘Was this a resolution that was fair, so was
no creditor worse off than in insolvency?’, and for this part, the public hearing is still ongoing.
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We are analysing all the comments we got in the hearing, and we hope to be able to give an
answer to this last leg by the end of this year at the latest or early next year. The sooner the
better, but quality comes first.

Second (and now I’m closing the file for Banco Popular, just to ensure this), we have achieved
and we are building up the Single Resolution Fund, which is funded by the industry. We have
now built up the fund for four years; we have roughly 33 billion in this fund, and we are on
target to reach one percent of covered deposits by 2023, which would then be somewhere in the
vicinity of (perhaps even a bit beyond) 60 billion.

The last topic to look at that we have worked on: we have developed now resolution plans for
all the banking groups under our remit, and we continue to work to strengthen and update those
plans to ensure that banks become truly or are truly resolvable. For some of you that want to do
the maths, we have worked on 109 plans for banking groups. Now we have 127 banks or
banking groups under our remit, but it’s only 111 groups. In some cases we have double
counting, so a bank is under our remit, but it’s basically a subsidiary of a banking group. So if
you look really at the banking groups, it’s 111 for the moment.

More generally, now that the framework for the SRB is broadly in place, we are moving from
policy development to action and implementation. We’ve worked with the industry and the
national authorities putting in place these policies, developing guidance documents to
operationalise the resolution framework, and in the end (and this is what you find in the report
too) it is for the banks to make themselves resolvable. We are the ones that put out expectations
or requirements, give deadlines and measures, and only if this is not successful, then you get
into an infringement procedure. It’s not for us to design how the bank exactly should look like,
how the bank should work, but to make this a process.

MREL (Minimum Requirement for Own Funds and Eligible Liabilities) is probably the best
known condition to make banks resolvable. Our policy ensures that banks should have sufficient
funds to absorb losses and to be recapitalised, but it’s not the only requirement. We are closing
the gap step by step, but we still have a transition period needed.

Other obstacles to resolution, just to name them briefly: group structure and operations are
probably a constant topic – some groups are so complex and have so many units that you just
need to work on how to make them more resolvable; efficient, well-connected IT systems – it’s
an evergreen in banking – more needs to happen; we need to get even more outspoken;
operational continuity – I think here a lot has happened in at least having the needed basis for
this, so we are indeed making progress in, at least as a first starting point, to get the needed
transparency; and governance, communication.

I could go on – it’s partially in the report, and I’m pretty sure you will ask. We have worked,
and we are working – and this will be the model going forward – on giving each and every
banking group very tailored guidance requirements and work programmes. We did it in 2018
and 2019 and we will do so going forward. We are currently, at the same time, working on a
document which we will put on our website, which we call a bit – yes, I need to accelerate,
sorry – which we call our expectation towards banks, so that there is a uniform understanding
for all banking groups: what does it mean to be resolvable? Where do they need to work?

So all of this is going on. But this I would call our normal day-to-day work. We have also to
improve the framework going forward. I think, first and foremost, one topic is that we need to
complete the capital market union: move it from a concept to reality, and (this is a very selfish
wish) banks need to issue MREL. They should do it in a deep and liquid European capital
market and not have to take recourse to the donor market or other markets to be able to fund
their MREL.
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Secondly, we need to improve implementation of the risk reduction package. Some parts of the
banking package are definitely a way forward – better quality and quantity of MREL – but it’s
also a highly complex system, and only the next months will show that we all understand the
same and that we really can implement it step by step.

Last but not least (and we need to consider that the third pillar of the banking union has to
become a reality), reducing or ending the divergence of national insolvency laws is important,
at least having a harmonised administrative procedure for banks going into insolvency, i.e.
liquidation, and within this context, let me try to think a bit bigger. We could definitely have
taken a very close look at the US model of the Federal Deposit Insurance Corporation (FDIC).
Perhaps we will end up at some point with a European FDIC. I think this would be a logical
next step.

And last but not least (not for you so much, but I think for all of us), liquidity in resolution is
an area which we have talked about beforehand. It’s a key gap in our framework, and here we
still lack a very decisive answer. I’m sticking to my old argument: we can only find it in
concerted action between Member States and also central banks as the provider of liquidity as
a last resort.

And just to end my wish list, Central Counterparties (CCPs) – not all of you will be very familiar
– were on the agenda in the last term, they are essential – counterparties still have to be on the
agenda. This file should not be forgotten.

And with that, I’ve dreadfully taken too much time, but I will stop here and I’m looking forward
to questions.

1-005-0000

Chair. – Thank you very much for your very broad presentation – very interesting, all you said:
resolution for the many – the problem that we have – we have the many, and we have to find
something for them, because indeed, the idea that atomistic liquidation can be a solution which
does not have costs is, I think, wrong. So this is a really an area where we have to, I think,
recognise that we have a gap, a loophole in our recovery resolution framework, and it’s very
important that we also use this opportunity of this dialogue to reflect about this.

Let’s start with our speakers, and the first speaker for the EPP group is Markus Ferber.

I would like to inform Members that our format is five-minute slots (so question and answer),
and if time allows, a follow-up, but only if we stick to the five-minute slot. Please, Markus.

1-006-0000

Markus Ferber (PPE). – Herr Vorsitzender! Frau König, schön Sie wieder hier zu haben. Ich
darf Sie im Namen der EVP-Fraktion im neuen Parlament herzlich willkommen heißen und
freue mich auf die Zusammenarbeit mit Ihnen – wobei ich nicht immer weiß, ob man sich da
freuen soll. Wir sind immer froh, wenn Sie nichts zu tun haben, weil dann keine Bank
abgewickelt werden muss. Aber trotzdem muss das ja irgendwo gemacht werden.
Ich möchte auf den Sonderbericht zur Arbeit des SRB zu sprechen kommen, den der
Rechnungshof vor eineinhalb Jahren veröffentlicht hat und der viele kritische Punkte
aufgeworfen hat. Dabei sind unter anderem die personelle Unterbesetzung bei Ihnen sowie die
mangelhafte Datenübermittlung zwischen den Geschäftsbanken der nationalen
Aufsichtsbehörden und dem SRB benannt worden. Das hat dazu geführt, dass Ihnen – also dem
SRB – attestiert wurde, dass seine Arbeitsfähigkeit in wichtigen Kernbereichen wie der
strategischen Geschäftsanalyse, der Bewertung der Glaubwürdigkeit, der Durchführbarkeit der
Liquidation und der Abwicklungsfähigkeit zu wünschen übrig lässt. Insbesondere hat der
Rechnungshof moniert, dass nicht für alle Banken vollständige Abwicklungspläne und eine
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Analyse der Faktoren, die einer ordnungsgemäßen Abwicklung im Wege stehen, vorliegen. Das
gehört aber wohl doch zum Kerngeschäft des Single Resolution Boards. Es sind eineinhalb
Jahre vergangen, ich habe eine ganze Latte von Punkten genannt. Was konnten Sie seitdem
abarbeiten?

1-007-0000

Elke König, Chair of the Single Resolution Board. – Let me try to be fast in my answer. Staffing
the Court came in late 2016. We were hardly out of our infancy at that point in time; we have
since more than doubled our staff. We have a target of staffing of 400; we are for the time being
at 345, and we have just discussed that we are – now that we have a new reserve list for staff –
trying to really reach 400 at the end of this year. So staffing is an issue, but there’s also turnover
in staffing.

Data: I think this, since 2016, has tremendously improved. The data coming from the ECB, data
coming from national authorities – you always keep some wishes, but this, I think, is a seamless
and very good cooperation.

Full resolution plans is a bit what I referred to at the beginning: you always have a wish list of
what comes next, and clearly, when the Court came, we did not have full resolution plans. We
were proud at that time that we had the first round of plans in place. Since then we have
deepened those plans. We have now dedicated sessions on resolvability, but resolvability is a
journey. You have ideas and you need to work on them step by step.

So I think we have done quite a lot, and I can already tell you – not too much to my liking – but
the Court is back for the next performance audit two years later. So I hope that the next report
will also show progress.

I’ve never envisaged such a dense, short period of audit reports, but that’s something else.
1-008-0000

Markus Ferber (PPE). – Ich habe noch Zeit, Herr Vorsitzender!

Die Frage, die mich am meisten interessiert – Sie haben es sehr allgemein schon vorhin in der
Einführung angesprochen: Liegen jetzt für alle relevanten Institute auch Abwicklungspläne vor
oder gibt es da noch Defizite?

1-009-0000

Elke König, Chair of the Single Resolution Board. – There are two or three groups which are
in deep restructuring and for which we have postponed our decision to some extent, but
basically for all groups there are plans. Would I turn this in they are all resolvable without any
– it’s a walk in the park? No. Some of them still have to build up their MREL; there needs to
be more work on implementation of prudential decisions. But I think it’s all going forward.
1-010-0000

Jonás Fernández (S&D). – Señora König, en primer lugar, quiero darle la bienvenida y, en
fin, agradecer este esfuerzo, que esperemos siga siendo fructífero durante los próximos años.

También quiero hacerle dos preguntas.

No insistiré en la necesidad de completar la unión bancaria —lo ha hecho usted hablando del
seguro de depósitos que este Parlamento debe activar en los próximos meses—, pero me
gustaría preguntarle por la reforma del MEDE, porque no está del todo resuelta la cuestión de
la capacidad de tener liquidez, una facilidad de liquidez de último recurso en los casos de
resolución, y me gustaría conocer su opinión sobre las discusiones que se están produciendo en
el Consejo.
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Y, en segundo lugar ―como sabe―, se ha mandatado a la Autoridad Bancaria Europea para
que elabore una posición sobre la posibilidad de deducir del capital las inversiones en software.

Me gustaría preguntarle hasta qué punto considera usted que el software de las entidades
bancarias pueda tener un valor neto positivo en los casos de resolución y que, por lo tanto,
pueda beneficiarse de un tratamiento contable beneficioso.

1-011-0000

Elke König, Chair of the Single Resolution Board. – Let me try to answer the first question.
The discussion about the reform of the ESM Treaty is a discussion we are just following. We
are not party to this. We have no say. We are engaged and have given our contributions towards
the ESM as the provider of the backstop. Member States for the time being are very reluctant
to make the ESM a provider of liquidity. We can have our views, but as we are not a party to
the ESM, this is where our views then end.

The second question is a very detailed question. We have so far, for resolution planning, always
built on the prudential definition of capital, because we have said in resolution that when you
have to recapitalise, well you have to recapitalise to the prudential definition. Do some assets
count for an asset that you can materialise and sell in resolution? Here we are fairly careful,
because we need to get a bridge between recovery consideration, which is not so much software
because you basically need it, so to sell it is very difficult, but for example, for subsidiaries, can
you materialise them? Can you sell them in resolution if you do not use this in the recovery
phase, can we use it in resolution? But we are basically starting from the prudential definition,
and I’m aware of the debate. But that’s for the supervisor.
1-012-0000

Chair. – I think one point is important, and Members should be aware of it. As you mentioned
– you referred to the ESM and the backstop – as far as I understand in the draft amended Treaty,
it was agreed by the Euro group; there is also a provision which makes the effectiveness of the
backstop contingent to the non-modification of permanence of the legal framework for bank
resolution which, on one hand, of course, as a general principle, is totally correct but should not
and cannot be interpreted in a kind of legal limitation to the prerogatives of co-legislator under
the ordinary legislative procedure to, if necessary, modify this framework, because otherwise
you would make a unanimity constraint towards an ordinary legislative procedure mechanism.
Of course, that’s different to point out that politically, it’s important that there is a balance
between, let’s say, risk sharing and risk reduction. But, of course, it has to be very carefully
defined in legal terms, and we will be very much engaged into understanding exactly the point
and, if necessary, make the prerogative of Parliament being heard.

1-013-0000

Luis Garicano (Renew). – I wanted to ask you about liquidity after resolution, which I think
is the most dangerous vacuum that is still there in the system in terms of a potential panic. I
wanted to go back to June 2017. You said Banco Popular was a success, but we know that the
bank was one hour away from opening its doors when the final decision by Santander to buy it
for one euro was taken. I cannot even imagine what would have happened if Santander in the
last moment had said, well, we actually don’t want to take it. We probably would have seen a
chicken game between the ECB, the countries – it’s hard to imagine how that actually would
have played out.

So my question is, if you move forward two years later – if this was a Wednesday in June or
July – and there was some medium or large-sized entity with that kind of importance – EUR 140
billion or a similar quantity – are we any further along the path in terms of avoiding a potential
panic like that? And if not, would we expect something potentially similar in which, if things
don’t get resolved in the last second, we basically don’t have a tool to provide liquidity? If so,
what would be your forecast of what would happen? What would you do, and what would we
need to do right now to avoid that?
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1-014-0000

Elke König, Chair of the Single Resolution Board. – We have one tool now in place all over
the Banking Union and, actually, all over Europe, and that’s called the moratorium, to buy us
two days’ time. Is that enough? No. It helps because, in the case of Banco Popular, there was
no moratorium tool in Spain, so we had to find a solution to be able to reopen on Wednesday.
But this is now in place. It’s a two-day moratorium. We had asked for five. Two is more than
zero, so I think this is one step.

The second part is clearly, since then we have been discussing that we have, I think all of us –
FSB, Europe – always worked under the assumption that you recapitalise the bank and then
liquidity is there. But unfortunately, liquidity does come immediately on Monday morning.
Let’s hope that we never have to do it again on a Tuesday. But we have constantly said that we
need a solution for liquidity in resolution. We have offered one solution which would build on,
basically, a first-loss guarantee of the Single Resolution Board (SRB) and then additional steps.
But in the end, to get liquidity, the largest amount, fast and convincing enough, has to come
from central banks, and the challenge is now to ensure that the Central Bank will never give
you un-collateralised liquidity. And collateral from the bank is in short supply.

There are various models. I’m always an optimist, otherwise I would have never moved to this
job. I hope that we will find a solution if we all consider that we need to have something. The
UK has put something in place, but it comes, if need be, with a guarantee of the UK Treasury.
The US has something in place which has an inherent guarantee of the US Treasury. But we
are not alone: some others are still working on this. As I said before, if need be, I’m pretty sure
we will find a solution. I don’t want to build on the moratorium, but it helps to give you at least
a day’s time to sort it out.
1-015-0000

Luis Garicano (Renew). – I think I have a few seconds, and that’s enough. The other thing I
wanted to ask you, if we have a little bit of time, is about the symmetry in the resolution
(liquidation), and the problem that happened in 2017, with the Italian banks a little bit later.
Would you say there is sufficient legal certainty as to what would happen on a case-by-case
basis – which banks would be considered sufficiently important to go? What is the criterion? I
don’t know if we really know that.
1-016-0000

Elke König, Chair of the Single Resolution Board. – We have recently (I hope at least) put on
our website, or we are in the coming days putting on our website – I haven’t checked, I’ve
signed it off – a paper on what is meant by public interest assessment. What are we looking in?
He’s nodding, so it’s on the website. I think this is basically trying to somehow explain this
framework.

The second step, then, was what I mentioned before: when you talk about liquidation – national
insolvency procedures – we talk about 19 different ones. So this is the next step to consider. It
should be one European framework, hopefully, for bank liquidation.

1-017-0000

Chair. – And hopefully a good one.

1-018-0000

Elke König, Chair of the Single Resolution Board. – Of course.

1-019-0000

Chair. – I hope we won’t use the two days of moratorium, if we have a crisis, to do the
negotiation and find a solution on the liquidity that we might better do in advance. I hope that
we will not say: okay, let’s just in an emergency case find an emergency solution. Here,
honestly, it’s impossible to avoid a risk-sharing solution, unless you want to deny the fact that
you might, on the contrary, go on and make more difficult the bank-sovereign loop. So, one of
the two you cannot have. But, okay, let’s see.
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1-020-0000

Sven Giegold (Verts/ALE). – First, welcome back from the Greens as well, Madam König,
and I would like, with the first question, to follow up on the question of Markus Ferber
concerning the state of the resolution plans. In particular, the European Court of Auditors not
only criticised whether they were resolution plans but also the fact that, in the resolution
planning process, they are so far lacking clear declarations whether the banks are resolvable.
Could you therefore inform us whether you could now – and for how many banks – note in
your documentation that the banks are actually resolvable?

And second, could you commit to send us more detailed information on the state of the
resolution planning, including the impediments which you have you have got rid of because of
your resolution planning in your process?

And secondly, I have a quick question as a follow up to your annual report. You note that,
concerning the fund, your performance – your investment success – is a bit doubtful. When it
comes to the securities, you achieved -0.16% of return, and when it came to your cash
investment it came to -0.4%, which is obviously because of the ECB rate. Are you happy with
the success of your investment? Would you ask someone like yourself to invest like this? What
do you consider to improve your investment success?

Ms König, you look not very happy about that question.

1-021-0000

Elke König, Chair of the Single Resolution Board. – I think no one for the time being who has
to invest money and has to invest it like us in a way that we can easily liquidate it so that we
can fast turn it into liquidity, is happy. We are contributing to monetary policy in paying 0.4%
on the amounts we hold in cash accounts with central banks, and we were very much discussing
with our plenary, which is engaged or has also a role in our investment strategy, about when is
the right point to invest. When you look at some of the safe assets, -0.4 looks already fine. So
we are carefully trying to invest to keep the balance. We have a very restricted portfolio – and
by the way, we’ve outsourced it; we are now trying to find a second outsourcing partner, which
will be all central banks, for this. So can we be happy with the performance? I think this we
share with everyone here in the room who tries to invest money and to stay liquid. I’m not very
happy, but I think the team has done a good job.

On your first question: the state of resolution plans. We have not ended any of the resolution
plans with a clean smiley and saying this bank is perfectly resolvable. I’ll try to explain it a bit.
We are in the stage of building up MREL, so that component for some banks we would say:
job done, the MREL is there. But you now still need to work on whether you really have a
playbook – how would you implement it? How would the national authority implement the
decision afterwards? So there is still work to be done.
Other parts of this – be it operational continuity; be it the definition: what are really the critical
functions? – are step-by-step work in progress? I think we’ve made good progress in some
areas; it’s a bit slower in others, and I build very much on publishing these – we call it
expectations to banks – to make sure that everyone knows this is the yardstick, and we measure
you and we give you a clear annual timeline to achieve it.

But you asked if we are willing to send you more on this when you send a question in. We will
be happy to try to answer it as best we can, with some meat on different features of resolvability.

1-022-0000

Gunnar Beck (ID). – Sehr geehrte Frau Vorsitzende! Anfang des Jahres traten Sie
Befürchtungen entgegen, dass der Brexit ein unmittelbares Risiko für die Finanzstabilität
darstellen könne. Ende März dieses Jahres stellten Sie klar, dass dies selbstverständlich nicht
Unruhen und kurz- und mittelfristige Preisschwankungen ausschließen müsse. Soweit ich mich
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erinnere, äußerten Sie sich zu dieser Frage just, als der Europäische Rat einer Verlängerung der
Austrittsverhandlungen nach Artikel 50 zustimmte, und noch bevor Theresa May zurücktrat,

Ich würde Ihnen gerne zwei Fragen hierzu stellen: Ihre ursprüngliche Aussage, dass der Brexit
kein unmittelbares Risiko für die Finanzstabilität darstelle, steht im Widerspruch zu den
Aussagen von Vizepräsident Valdis Dombrovskis vom 2. April und von EZB-Präsident Draghi
vom 10. April. Beide sprachen von möglicherweise verheerenden Auswirkungen einer
Liquiditätskrise im Zusammenhang mit dem Brexit, die nun wiederum eine Ausweitung der
QE-Programme durch die EZB und die Bank of England erforderlich mache.

Ich würde Sie gern fragen, wie Sie sich diese Bewertungsunterschiede erklären. Oder suchen
Kommissar Dombrovskis und Mario Draghi möglicherweise nur Vorwände für mehr QE?

Und dann meine zweite Frage: Hat sich Ihre Einschätzung der Risiken des Brexits für die
Finanzstabilität infolge der jüngsten Entwicklungen in Großbritannien geändert? Ich denke hier
an die Verzögerung des Brexits bis 31. Oktober – oder gar darüber hinaus –, den Rücktritt von
Theresa May und die wahrscheinliche Nachfolge Boris Johnsons zum Premierminister.

1-023-0000

Elke König, Chair of the Single Resolution Board. – Let me try to answer your question briefly.
My comment was related to the work we have had to do to make sure that banks are resolvable
and what a Brexit could mean for bank resolvability. So we were already going out mid-end
last year, I think in the third quarter or fourth quarter, to say we will have to warn banks that,
when they have issued bonds under English law (and a lot of them have done), that these,
depending on how the outcome of all the Brexit negotiation is, might no longer qualify as an
MREL instrument.

The second, then, was – and there we worked very closely with the supervisor to see – when
banks have to relocate the EU business into the EU, what is our expectation from a resolvability
perspective for them to set up? So, please, no letter box and everything gets back-to-back
transferred and the like. This we’ve put on our website, and being asked whether we think from
this perspective we are well prepared, I’ve said, well, I think we are probably as well-prepared
as we can be. It’s not a secret that, clearly, with the postponement of Brexit, some of the
activities banks had scheduled have a bit slowed down. So my message today to banks is: there
is no reason to postpone. Get prepared. Be organised. And the conclusion, to which I stick –
that I don’t see any imminent risk here – is correct, but it was always combined with a second
sentence.

I think the second-round effects from the economic slowdown that a Brexit will cause is
something to watch and to keep an eye on. But the financial market will not be the trigger; it
might be that it is a second-round effect on this. This was all I said, and I cannot interpret what
either Vice-President Valdis Dombrovskis or the President of the ECB have said and what they
had in mind or didn’t have in mind.
1-024-0000

Derk Jan Eppink (ECR). – I’ve got one question to Ms König, and it concerns the Deutsche
Bank, today launching a last-ditch attempt to get out of a long-lasting crisis, in fact, after grand
aspirations called Project Cairo (why it’s called Cairo I don’t know). My question is: when do
you get involved in these sorts of problems? Is it in the process of a crisis or a looming crisis or
just at the moment of insolvency?

And then the second question would be: when a bank of this size gets into failing, what can you
do and what are you prepared to do? Because your fund is only EUR 33 billion.



10 22-07-2019

1-025-0000

Elke König, Chair of the Single Resolution Board. – As is the common rule, I will never
comment on any individual institution. But let me perhaps state: Deutsche Bank, being a
globally systemically-important bank, is one of the banks for which we do resolution planning,
and I would build a bit on what Markus Ferber said: I hope that we don’t have to resolve too
many banks under our remit, because I hope that solid planning makes sure that they sort out
their problems themselves.

There is a resolution plan, of course, for Deutsche Bank. There are MREL requirements and
the like, and I would leave it there. If a bank under our remit is failing, we have a variety of
tools. We used sale of business in the case of Banco Popular. We were lucky: there was a buyer
whom we could approach, so it was sale of business in this case. The alternative, and always a
bit the base scenario, is that in this case we would clean up losses and then recapitalise by
turning MREL into capital.

So that’s what we call in our terminology or jargon: open bank bail-in. And these are basically
the options. There are some more, but therefore it’s actually proven MREL is very important
because it’s giving you optionality in terms of what you can do.

1-026-0000

Martin Schirdewan (GUE/NGL). – Herr Präsident! Vielen Dank, Frau König. Vielen Dank,
dass Sie heute bei uns sind und uns über den Arbeitsstand des SRB und auch über den
Jahresbericht informiert haben.

Sie haben ja erwähnt – und das entnehme ich auch Ihrem Jahresbericht, und einige der
Nachfragen zielten ja auch darauf ab –, dass die Implementierung der Abwicklungswerkzeuge
bei einigen Banken, vor allem Großbanken, sehr zögerlich vorgenommen wird. Mich würde
interessieren, wie Sie die Situation einschätzen, warum das der Fall ist und ob das jetzt – zehn
Jahre nach der Finanzkrise – auch eventuell Konsequenzen für die Stabilität des Bankensektors
hat. Ihr Ziel, das Sie vorhin genannt haben, einen weiteren Bail-out zu vermeiden, teile ich
durchaus. Aber ich weiß nicht, ob wir tatsächlich schon an dieser Stelle sind.

Dann hätte ich eine zweite Frage – auch mit Bezug auf Ihren Jahresbericht: Sie sagen, dass es
an den Banken selber liege, sich abwicklungsfähig zu machen, und haben vorhin aber
ausgeführt, dass die Komplexität einiger Bankengruppen gerade das derzeit erschwert. Ich frage
mich wiederum und Sie damit an dieser Stelle: Müsste der SRB nicht eine stärkere Rolle
einnehmen, um diese Hindernisse, also die Komplexität, abzubauen, um eine Abwicklung
überhaupt ermöglichen zu können?

Und eine dritte sehr kurze Frage noch – auch darauf ist schon eingegangen worden: Es sind
noch nicht alle Mitarbeiter und Mitarbeiterinnen eingestellt worden, die Sie einstellen wollten.
Woran liegt das? Weshalb verzögert sich der Einstellungsprozess? Es wäre doch sinnvoll, mit
der vollen Anzahl der Mitarbeiterinnen und Mitarbeiter zu arbeiten, um den Bankensektor in
unser aller Interesse entsprechend auch stabilisieren zu können.

1-027-0000

Elke König, Chair of the Single Resolution Board. – Let me start with your last question,
staffing. We have to face the fact that we are in a competitive market. I’ve said in the previous
cycle we were lucky to get a broad diversity of staff – people from the banking side, people
from the supervisory side and the regulatory side – on board, but it takes time, it’s a fairly
lengthy process.

Unfortunately, this year we lost a competition with another institution here in Brussels called
the Commission, who were looking for staff. Obviously, unfortunately, my staff was so good
that they extended a lot of offers to them and they choose the Commission and not us, so we
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are re-filling now. I’ve said internally that I would have been as unhappy if they hadn’t chosen
our staff because I think we have excellent staff. But it’s just cumbersome. It’s a process to go
on.

Second, your question about our role. I think I’m slightly misunderstood here. When I said it’s
for the banks to make themselves resolvable, we are not ambitious, but I believe that to point at
a topic and to say this structure is so complex that it will not work. The answer – how to make
it work – should first come from the bank and then we assess whether this is an answer that
works or not. We are not their consultant to work in their structure. so it doesn’t mean there is
not a clear guidance, but implementation, talk about data, it’s very easy to say ‘your IT system
needs to get faster’, ‘data need to be there at the press of a button’. But it’s for the bank to make
it happen. It’s for us to say, why doesn’t it happen yet, and then to take action.

Last but not least, implementation of our measures. I don’t think that we are, what you call
‘zögerlich’ – I can’t translate it into English – ‘hesitant’ there, but we are trying to be mindful,
or as you could put it, we also want to avoid triggering a crisis that we are paid to prevent. So
you can talk very fast about ‘this needs to be happening in six months’, ‘this needs to be
happening in nine months’. But let’s also be realistic that the bank needs the time to implement
it, which holds – by the way – true for the MREL target in particular.

1-028-0000

Lídia Pereira (PPE). – Thank you, Ms König, for being present today. I have just a few
questions regarding what you said, that we need to aim for the completion of the capital markets
union as well as the banking union. We are witnessing currently a slowdown in the economy
and we still face several problems concerning public debt, namely in countries for example like
Italy or Portugal – to which the European Central Bank, the European Commission and also the
IMF have already issued alerts about the exposure of these countries – and especially of banks,
to the public debt of these countries. I would like to understand what is your opinion on that
because it also links to the resolvability of the banks as a whole.

1-029-0000

Elke König, Chair of the Single Resolution Board. – I always try to stick to my turf, and public
debt is normally not my turf, but let me try to be clear. We have seen a couple of very good
years. We are still seeing good development in Europe and I think this means in particular also
for the banks to get their roof waterproof for bad times. This means that we need – and I
wholeheartedly endorse the activities of the SSM – to clean up NPLs and the like, to make sure
that if times get more difficult that there is a clean start to this, so there’s nothing wrong.
1-030-0000

Billy Kelleher (Renew). – Thank you, Ms König, just two issues. As a person who served in
government in Ireland during the financial crisis, when you mention bailouts, bond holders,
capital markets and liquidity, it sends shivers down my spine. But two questions.

Firstly, what early warning systems have you in place when a bank runs into liquidity problems,
because if you look at it very quickly, liquidity becomes a capital problem as well if you don’t
have much time to sort it out? So, from that perspective, if a bank is systemically important,
what mechanisms have you in place to identify that before you’re knocking at their door in the
morning or they’re knocking at your door late at night or, more worryingly, knocking at a
national government’s door late at night to see can they address an issue, as happened in Ireland
and elsewhere across the eurozone in 2010?

The other issue then, the ECB has prudential oversight of the currency of the eurozone, but
within that I am sometimes concerned that, regarding the prudential obligations, they are also
very slow to address issues within banks, primarily profit-taking from customers. I’m just
wondering, have you any view on that, in view of the fact that there is quite a disparity across
the eurozone with interest rates for mortgage holders and for small and medium-sized
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businesses, in other words access to lending? And have you any view on that since I am always
suspicious that if banks are slightly impaired, they address the balance sheet by taking profits
from mortgage holders and small and medium-sized businesses rather than elsewhere?

1-031-0000

Elke König, Chair of the Single Resolution Board. – On the latter one, I think it’s clearly a
question for the SSM and not for us. So I would refrain from commenting on this.

The early warning system is in existence. I have to confess that, indeed, liquidity crises can
evolve very fast, in a number of cases it’s just a liquidity crisis triggered by an underlying
solvency crisis, but it can also have different reasons. The early warning system in place is a
combination of the early warning system the SSM is using, so we have full alignment with the
SSM for any banks escalating on their ladder. We are working together there and clearly also
our teams are monitoring the banks.

Will we never ever be caught by surprise? Probably that’s unrealistic but I think we have used,
together was the SSM, the necessary precaution to be able to monitor the system sufficiently
to, hopefully, always have an early warning before we go into the crisis.

1-032-0000

Billy Kelleher (Renew). – Yes, but just briefly, in the context of banks who have impaired
balance sheets, if we are to talk about a single market, if we’re talking about a banking union
and if we are to make sure that the institutions of the European Union work for citizens, you
would have to assume that there should be more competition in countries where there isn’t.

As Mario Draghi said, Ireland operates almost in a quasi-monopoly in terms of banking. So,
when you talk about banking unions, it doesn’t have much impact on citizens if they can’t
access the credit rates that they can access in France or Belgium or Germany or Portugal. So,
are there any disciplinary measures that can be brought to banks that are not involved in normal
procedures that an open market, a single market, should be offering to citizens?

1-033-0000

Elke König, Chair of the Single Resolution Board. – This is a very broad question. I think it’s
going into the question to ask: do we see cross-border activities or are banking markets still
fairly local? I think they are to a large extent fairly local markets, but it’s not a question for the
resolution authority. For us as the safeguard, I would say we are just there to ensure that if one
of them fails you have a real answer: how to protect the taxpayer and how to protect the
depositors from the impact of this.

But I agree with you there are broader questions but they are probably more a combination of
questions of capital market union, a question of supervision, and perhaps behaviour and habits.

1-034-0000

Aurore Lalucq (S&D). – Bonjour Madame, merci beaucoup d’être présente avec nous cet
après-midi.

On en a parlé, l’actualité économique a été marquée, ces derniers jours, par la Deutsche Bank,
et la Deutsche Bank joue un rôle important dans tout ce qui est «Shadow Banking» et système
bancaire parallèle. Elle n’est pas la seule. Mais nous connaissons très bien, à travers la crise
financière de 2008, les conséquences du «Shadow Banking», tant sur la quantité des crédits
émis que sur leur qualité.

Nous savons bien que cela a été compliqué, pour les régulateurs également, de pouvoir voir
exactement ce qui se passait dans ce système bancaire parallèle.

Le Conseil de stabilité financière estime, en 2007, que le montant des activités liées à ce
domaine s’élève à 52 milliards de dollars, que c’est un chiffre en constante augmentation,
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notamment en Europe. Nous avons finalement un système bancaire qui fait de la création
monétaire sans avoir les garde-fous des banques, qui font la création monétaire normalement.
Donc nous avons un problème en termes d’opacité, d’interconnexion, un risque de liquidité et,
in fine, un risque systémique généré par ce système bancaire parallèle.

Ma question est donc la suivante: pouvez-vous parvenir à réaliser votre mission correctement
sans avoir accès à tout ce pan du système bancaire? Il existe un paquet bancaire; ne faudrait-il
pas, justement, un paquet non bancaire pour que vous puissiez faire votre travail correctement
à ce niveau-là? Comment faites-vous pour faire face à cette opacité, notamment au moment des
plans de résolution? Et n’auriez-vous pas besoin, pour mener votre mission à bien, que la
Commission fasse une proposition législative allant, justement, dans le sens de la régulation du
système bancaire parallèle?

1-035-0000

Elke König, Chair of the Single Resolution Board. – Having worked on shadow banking in my
former capacity, and also being part of some working groups of the Financial Stability Board
(FSB), I’ve always been very much wondering ... there’s a very simple answer. If it’s the same
risk, the same rules should apply. So, this is clearly a topic, but it’s definitely not a topic for the
Single Resolution Board.

Where we are looking is in interconnectedness of markers, and there you could probably
consider the one or the other risk from this side if there are guarantees for liquidity or the like.
But the main point for interconnectedness is not, for the time being, shadow banking. It is – as
I very briefly mentioned – central counterparties where the largest bank of the Eurozone,
Europe, or the largest bank worldwide, are the main clearing members, so if one of them fails
you will get a knock-on effect in this system. This Parliament had started deliberations on a
ruling – the FSB had too – and I would think it’s something that should not be forgotten.

1-036-0000

Markus Ferber (PPE). – Herr Präsident! Mit dem Bankenpaket sind ja neue
Offenlegungspflichten mit Blick auf TLAC- und MREL-Quoten eingeführt worden. Für die
Abwicklungspläne gibt es dagegen keine Offenlegungspflichten, was Investoren im Dunkeln
über die Abwicklungsfähigkeit einer Bank lässt. Auf der anderen Seite kann zu viel Transparenz
bei dem Thema schwächere Institute in eine schwere Lage bringen.

In den USA gibt es für Banken jenseits bestimmter Schwellenwerte weitgehende
Offenlegungspflichten hinsichtlich bestimmter Aspekte der Abwicklungsfähigkeit und auch
das Financial Stability Board hat kürzlich eine Konsultation zu genau diesem Thema gestartet.
Ich wäre sehr dankbar, wenn ich von Ihnen eine Einschätzung zu dieser Diskussion bekommen
könnte.

Sehen Sie mehr Vor- oder Nachteile von Transparenz bei der Ausgestaltung von
Abwicklungsplänen? Und welche Aspekte von Abwicklungsplänen halten Sie für eine
Veröffentlichung geeignet und welche nicht?

1-037-0000

Elke König, Chair of the Single Resolution Board. – Markus, I fully agree that we should, over
time, provide transparency about the resolvability of banks but it’s a balancing act. If you
publish your resolution plan you also run the risk that markets can position themselves to
believe that this is what’s going to happen. And we both know from Bertolt Brecht, you do a
first plan, you do a second plan then reality might kick in at the weekend regarding resolvability.

I think the Bank of England said half a year ago that they were considering making an
assessment of whether the banks are resolvable or not and to make it public over time. So let’s
see. I would be neutral. That’s an interesting idea to go for.
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On the other hand, it is to be seen that about a year ago – or even a bit longer – the Financial
Market Supervisory Authority (FINMA), the Swiss regulator, stated that they had taken a
certain percentage off maximum capital requirements because they thought the banks had now
achieved sufficient resolvability to give them a bit of credit.

We spoke, and I think they were nervous; I was interested to see what will be the reaction. I
didn’t see any so I called them. There was zero reaction to this, so I’m not sure whether
transparency really gets you far. On MREL, I’ve always been saying the banks should publish
because investors need to know where they are investing. But a topic to be watched further, I’m
neutral for the moment.

1-038-0000

Eero Heinäluoma (S&D). – Kiitos puheenjohtaja König erinomaisen kattavasta ja hyvästä
esityksestä. Meillä on nyt neljän vuoden kokemus käytännön toiminnasta ja tässä mielessä
esittäisinkin Teille kaksi kysymystä arvioitavaksi. Ensimmäinen koskee yhteistoimintaa ERB:n
ja EU:n eri instituutioiden välillä ja myös yhteistoimintaa SRB:n ja kansallisten toimijoiden
välillä. Tiedämme, että kaikki, mikä liittyy Teidän työhönne, vaatii onnistuakseen erinomaisen
kitkatonta ja hyvää yhteistyötä. Tämä liittyy myös ennalta saataviin varoituksiin. Onko teidän
mielestänne tällä hetkellä yhteistoiminta eri instituutioiden ja myös kansallisten toimijoiden
kanssa hyvällä tilalla eli oletteko tyytyväisiä yhteistoimintaan eri toimijoiden kesken?

Sitten toinen kysymys. Jatkaisin keskustelua likviditeettiasiasta, pankkien alasajotilanteesta.
Tämä on tietysti aika olennainen asia, jotta ajateltu järjestelmä voisi toimia. Viittasitte siihen,
että Euroopan keskuspankilla voisi tässä olla oma roolinsa toimijana likviditeetin
varmistamisessa. Mitä itse ajattelette SRB:n roolista? Onko niin, että SRB:llä voisi olla
likviditeetin varmistamisessa nykyistä suurempi rooli vaikkapa vakuuksien osalta?

1-039-0000

Elke König, Chair of the Single Resolution Board. – Let me try to answer the question.
Collaboration between the European Central Bank, in particular the SSM, here the Commission,
the national authorities and the national resolution authorities – which are part of the single
resolution mechanism, but also national supervisory authorities – is good. When it doesn’t
work, it’s a personal problem which needs to be sorted. But the basic framework works fine,
with the exception proving the rule.

The issue – and I’m very happy there because there was a long way to go, and I think we are
now on a very good trajectory – of liquidity in resolution, as you rightly pointed out we have
always said central banks have to play a role. Of course the SRB can play a role, but a limited
role. When we talk about the liquidity needs of a globally systemically important bank, we are
talking about a very sizable amount for which the Single Resolution Fund, that can be used for
liquidity, would most likely not be sufficient. But the Single Resolution Fund can be used to
provide a guarantee to, for example, the central bank, and then the question is how much
guarantee is needed, is this the first loss tranche and the like.

All these discussions are currently ongoing, and as I said, I’m an optimist, I’m always hoping
that we will find a reasonable solution. But one thing is sure: the fund in itself, or the fund plus
the backstop, will not be the only solution, it’s not an endless pot of money. We are talking here
about liquidity, which should be low risk because we are talking about resolution, meaning we
have a resolved bank which is recapitalised, so the exposure for liquidity should be limited.

1-040-0000

Ernest Urtasun (Verts/ALE). – Thank you Ms König. To go back to the resolution plans: it is
our understanding that for the resolution plans to be completed it is a legal requirement that an
assessment of any existing material impediment to resolvability is carried out. I would like to
go back to that in order to get more concrete answers from you. Do we have all these
assessments in motion at the moment? Are they being developed or not? Are they complete,
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and have we already developed or removed impediments from resolvability of any of those
institutions on which we have carried out this assessment?

I would like to know that, because otherwise I don’t think we can say that the resolution plans
are all ready, or maybe you can correct me? This is my first question and the second question
– this also comes from your annual report – you say that the methodology for a failing or likely-
to-fail assessment is already complete. I think this is good news. I would like to know whether
you will disclose that methodology, because this has been controversial in the past, and whether
you have found any difference between this and the methodology used so far by the ECB.

1-041-0000

Elke König, Chair of the Single Resolution Board. – Let me start with the latter question. We
have developed our own methodology. As you know, we have the same trigger that the ECB
has to define a bank as failing or likely to fail, so we would then have to consult them.

But we also need to acknowledge that the ECB as the supervisor is, on average, far closer to
the bank, has more information, so that our main concern for the time being is to ensure that,
for a bank that gets into difficult territory, we first and foremost get all the relevant information
so that we can soundly take the decision on our own.

So this is what we have. I don’t think that there is any difference in methodology between what
we, the ECB, look at. It will always be a balancing act to ensure that you’re not taking the action
too early – then you are in no man’s land – or too late when it might become too expensive.
Short answer: our methodology and what the ECB does are, I would say, equivalent and
comparable from looking at their papers.

Second question: resolvability. I have said – it’s just a repetition – we are addressing, and we
have addressed, some topics, but I would not go so far as saying that any of the banks have put
their troubles behind them and are fully resolvable, and now we can put this one to bed. There
is still work to be done for each and every one and, as I promised to Sven Giegold, if and when
he sends questions, we would try to put a bit more flesh on the various topics.

1-042-0000

Gunnar Beck (ID). – Sehr geehrte Frau Vorsitzende! Sie haben sich zuversichtlich gezeigt,
dass sich durch Ihren Fonds Banken in Zukunft ohne Rückgriff auf den Steuerzahler abwickeln
lassen. Aber ist diese Sicht der Dinge nicht irreführend? Der SRF wird aus Pflichtbeiträgen von
Finanzinstituten finanziert – 3 186 für das Jahr 2019, um genau zu sein. Den Großteil dieser
Beiträge – das räumen die Banken ganz freimütig ein – zahlen im Ergebnis die Sparer, Anleger
und Bankkunden über ihre Bankgebühren. Das heißt nichts anderes, als dass Sparer und
Anleger im Notfall klamme Banken in anderen Mitgliedstaaten retten. Das Einzige, so scheint
mir, was Ihren Abwicklungsfonds von einem herkömmlichen bailout unterscheidet, ist, dass
das Geld von den Steuerzahlern über private Unternehmen – das heißt die Banken – und im
Voraus eingezogen wird.

Bald wird Bulgarien – und in den Folgejahren auch Kroatien – Ihrem Fonds beitreten. Beide
Staaten haben einen äußerst fragilen Bankensektor. Nun werden sie unterstützungsberechtigt.
Bulgarien und Kroatien haben beide auch eine sehr niedrige Sparquote der privaten Haushalte,
die erheblich unter dem europäischen Durchschnitt liegt. Es würde die Gesetze der Logik schon
sehr strapazieren, wenn man hier eine inverse Korrelation zwischen der Sparquote und der
Wahrscheinlichkeit, dass eine Bank in Schieflage gerät und abgewickelt werden muss, leugnete.

Angesichts all dessen: Können Sie uns – den deutschen Steuerzahler und auch die Steuerzahler
und Bankkunden in den solider wirtschaftenden Volkswirtschaften – davon überzeugen, dass
unsere Befürchtungen unbegründet sind?
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1-043-0000

Elke König, Chair of the Single Resolution Board. – Let me try to answer your question. The
Single Resolution Fund (SRF) is funded by the industry. Of course, the industry funds it from
its revenues, which means the money is either not ending up in profits or it’s coming out of its
regular business. But to make a correlation to say, with that it means that savers have to rescue
banks everywhere, I think is a bit of a stretch and to say ‘savers means taxpayers’ is also going
a bit too far, by my understanding.

You now mentioned – and I had cut this out of my introduction – that we will possibly see two
new members coming to the banking union: Bulgaria and Croatia. They will have to pass on
the amounts accumulated in their fund to the Single Resolution Fund. Once they are members
– and don’t forget there is an asset quality review and the like – they are then part of the SSM,
with the same rights and obligations as any member.

But – and this is the last sentence – the Single Resolution Fund for us is always the last resort.
The banks have to first fund the losses; to fund by their shareholders, their bondholders, and to
access the fund it means that you have bailed in 8% of total liabilities of the bank, which is
quite a solid margin, before you even have access to the fund.

1-044-0000

Fabio Massimo Castaldo (NI). – Grazie Presidente, grazie anche a Lei Presidente König,
durante lo scorso mandato, come Lei ha anche ricordato prima, il Parlamento ha votato il testo
concordato con il Consiglio sul pacchetto bancario, inclusa, quindi, la revisione della BRRD,
che introduce anche questi nuovi requisiti minimi di fondi propri e passività soggette al bail-in,
l'MREL che più volte abbiamo menzionato.

Volevo farle alcune domande su questo. La prima: l'SRB ha intenzione di condurre degli studi
quantitativi per stimare gli impatti dei requisiti MREL sui diversi paesi e sui diversi modelli di
banca, in base ai requisiti di subordinazione fissati nel testo finale della direttiva?

La seconda, legata ad alcune considerazioni fatte da diversi studi, in particolare quello dell'EBA
di Bankitalia, secondo i quali i nuovi requisiti avranno degli impatti asimmetrici sui diversi
sistemi bancari e sui vari modelli di business con potenziali effetti negativi sulla disponibilità
del credito: come intende tenere conto di tali possibili effetti negativi e dell'esigenza di rispettare
un principio di proporzionalità nella determinazione dell'MREL?

Inoltre, vorrei sapere come state procedendo con la definizione dei target MREL per le banche
significative, in particolare come terrete conto dei rischi legati all'esposizione in titoli liquidi e
complessi e alle esposizioni fuori bilancio delle banche. Come è ben noto, infatti, alcune banche
sono pesantemente esposte negli strumenti level 2 e level 3, che sono difficili da valutare e i cui
rischi poi risultano pesantemente sottostimati nei bilanci.

1-045-0000

Elke König, Chair of the Single Resolution Board. – The impact of the changes in the regulation
on the various banking models or countries will, for the time being, be assessed when we are
trying to implement our policy on the new package. So we are collecting for the time being data
for MREL calculation on an annual basis and, as we did in 2018 when we published our policy,
we then do an impact assessment to see how various decisions affect the markets. But in the
end, we are the ones that have to implement the given legal framework, so this is the way
forward.

Banca d’Italia, I’m not aware of that, I have probably overlooked that study, but clearly there
is different impact on the banks from MREL. One area is clearly in markets where banks, or
even the country, don’t have access to capital markets, it is very difficult to build up MREL
except through retained earnings and building it up step by step. Then you have clearly – not in
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just one country, but in a number of countries, because we have a diverse banking market –
have banks that are predominantly deposit-funded so they equity – they might not have bank
bonds – and they have deposits on their balance sheets.

In this case clearly to build up the needed layers of MREL is a topic to be considered. But there
are also different resolution strategies, those might be banks where the resolution strategy is not
a full bank recapitalisation but a sale of business, transfer of different businesses. So you have
various areas to look into, and we are doing this in the interest of being proportionate.

Let me just mention – but it might be a question of the translation – you mentioned liquidation.
Well in case we decide that for a bank there is no public interest in resolving the bank, but
national insolvency would be the way to go, in that case MREL is entirely equivalent to the
capital requirements in a going concern, there is no additional layer of MREL for these banks.

Last but not least, level 2, level 3 assets, so assets that have either limited or no liquid market
have to be modelled. This is a task which the supervisor, namely the SSM, is carefully
monitoring and has to monitor and which we take into consideration in our work when we
consider how portfolios could be split or liquidated and the like. So it’s a topic that has been
with us since the beginning, but it’s a joint effort between SSM and SRB.
1-046-0000

Jake Pugh (NI). – Thank you Chair, particularly because I know you’ve given me some time
right at the end of the session for which I’m extremely grateful.

I’d like to link a couple of points. There were some comments earlier about the increased
likelihood of a no-deal Brexit. As Brits we know no more what’s going to happen in the next
couple of weeks than you do. But also I want to link, Ms König, to your comment about central
counterparty clearing houses (CCPs), particularly in London.

So when the Bank of England laid down the statutory instruments last year around a no-deal,
particularly relating to preferential treatment for European government bonds, there could be
really be multiple implications in terms of removing the zero-risk weighting for European
government bonds for capital purposes. But also given the UK CCPS with the very large euro-
denominated exposures within SwapClear and ICE Clear Europe, given that both those
institutions sit under the Prudential Regulation Authority, you could have a double whammy –
if you excuse the expression – of implications for requirements under the Capital Requirements
Regulation, but also the likely haircutting of eurozone government bonds for the purposes of
collateralising derivatives exposures and CCPS. So particularly, as you mentioned in your
introductory remarks, about the potential implications for CCPS and how that all links through
in the likelihood, or in the event, of a no-deal Brexit.

1-047-0000

Elke König, Chair of the Single Resolution Board. – Let me clarify that my comment on CCPS
was not related to Brexit, it was a general comment that we have made CCPS the centrepiece
of our financial architecture, so we should know ‘what if’; this was my only common there.

On Brexit or no-deal Brexit, I would first try to state: we have been in very good working
relationships with the British authorities – so in particular for us it’s the Bank of England – as
we are working with our US colleagues. I would hope that this will persist, and that the
safeguards we have now put in place would help us also to figure out if there’s a problem. You
can clearly discuss and say ‘what about haircuts?’ and the like, but my base assumption for the
moment is that we hopefully find a way to rather smooth than complicate things.
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1-048-0000

Chair. – Thank you. So we can conclude this very, very rich public hearing. Thank you, Elke
König, for your engagement in answering a lot of not always easy questions and we need to
continue and we will continue our dialogue. So thank you.

1-049-0000

(The hearing closed at 16.32)


