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This note is prepared in view of an ordinary public hearing with the Chair of the Single Resolution Board (SRB), 
Elke König, which will take place on 1 December 2021.  
This briefing addresses the following topics: (i) cooperation with other authorities, (ii) home/host authorities and 
the issue of internal MREL, (iii) evolution of MREL stock and shortfalls, (iv) contributions to the Single Resolution 
Fund, and (v) summaries of external papers on the status quo of impediments to resolvability. 

1. Cooperation with other authorities 
The Single Resolution Board (SRB) dedicates one chapter in its Annual Report 2020 to the aspect of 
cooperation with national authorities, European institutions, non-EU authorities and third countries. 

In order to facilitate resolution planning, the implementation of resolution decisions for cross-border 
entities and the exchange of information, the SRB had by the end of 2020 signed in total eight general (i.e. 
not institution-specific) cooperation arrangements with authorities in third countries, namely with the  

• Canada Deposit Insurance Corporation,  
• US Federal Deposit Insurance Corporation,  
• Central Bank of Brazil,  
• National Bank of Serbia,  
• Mexico’s Institute for the Protection of Bank Savings,  
• Bank of Albania,  
• Japan's Financial Services Agency, and  
• Bank of Japan.  

The cooperation arrangement with the Bank of England, negotiated during the year 2020, came into force 
on 1 January 2021. In October 2021, the SRB also signed a cooperation arrangement with the Swiss Financial 
Market Supervisory Authority. 

For global systemically important banks (G-SIBs), so-called crisis management groups (CMGs) are the core 
forum for cooperation between home and key host authorities. By February 2020, the SRB had concluded 
institution-specific cooperation agreements that give access to the CMGs for those G-SIBs under its remit. 
The G-SIBs under the remit of the SRB are (as of November 2020): BNP Paribas, Deutsche Bank, Groupe BPCE, 
Groupe Crédit Agricole, ING Bank, Santander, Société Générale, and UniCredit.  

https://www.srb.europa.eu/en/content/srb-and-finma-sign-cooperation-arrangement
https://www.fsb.org/wp-content/uploads/P111120.pdf
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Additional arrangements might still be required, though: for reasons of operational efficiency and effective 
decision-making, CMG membership is likely to be limited. Still, institution-specific information exchange and 
cooperation should also take place with host authorities from jurisdictions that are not represented in CMGs 
but where the bank’s operations are locally systemic (as regards the relevance of the exchange of 
information, also see box 1). An exchange of information with non-EU authorities depends upon their 
professional secrecy requirements and standards being equivalent to those of the EU. The SRB therefore 
adopts opinions on the equivalence of confidentiality regimes, and according to the SRB Annual Report 
2020, as of 1 January 2021 there were 24 authorities in total that were found to have equivalent 
confidentiality regimes, but the Annual Report does not specify which authorities that are. In the same 
context, a survey-based study on cross-border resolution cooperation and information-sharing published 
by the Financial Stability Institute, one of the bodies hosted by the Bank of International Settlements in Basel, 
highlights that “Most of the progress on cooperation and information-sharing arrangements is evident where a 
bank’s operations are material for both home and host authorities, while less progress is evident where bank is 
locally systemic only for the host jurisdiction.” 

Whether the SRB provides the required information to all host authorities where banks under the SRB’s remit 
have locally systemic activities cannot be judged based on the information disclosed in the SRB Annual 
Report 2020. A review of the country-by-country reporting suggests that at least the large banking groups 
under the SRB’s remit (not just G-SIBs) have revenues and employees in third countries that are, on an 
aggregated basis, not insignificant (see table 1). 

Table 1: Illustration of banking activities in selected third countries for a sample of EU banks 

 
Source: EGOV, calculation based on the country-by-country reporting for 2020 of the banks in the sample. 

To have a functioning information exchange in place with all relevant host authorities seems crucial, though. 
The study of the Financial Stability Institute revealed that host authorities plan to support group resolution 
strategies only under specific circumstances: “Only a small number of host authorities reported that they 
would consider supporting the group resolution strategy as a means of protecting domestic financial 
stability. The host authorities that expressed support for the group-wide resolution plan were all members of a 
CMG or a relevant subgroup. [...] A significant number of host authorities confirmed that they would not 
rely on the home resolution strategy. None of the host authorities that expressed this view participate in CMGs, 
regional subgroups or extended groups. [...] A common theme among such host authorities was the 
relatively low engagement between the host and home authority on cross-border resolution. In all cases, 
the host authorities had not discussed with the home resolution authority the actions that they might be asked 
to take, or refrain from taking, in order to support the group resolution strategy.” 

As regards G-SIBs not under the remit of the SRB − i.e. those headquartered in third countries, where the SRB 
as host authority is recipient of relevant information − the SRB managed to access the institution-specific 
cooperation agreement for one of two Swiss G-SIBs in 2020, and it advanced its negotiations on accession 

https://www.bis.org/fsi/publ/insights22.pdf
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to the Canadian and US G-SIBs (there are in total two Canadian and eight US G-SIBS). The SRB Annual Report 
2020 does not set out how much progress has been made as regards the accession to institution-specific 
cooperation agreements for the three Japanese and four Chinese1 G-SIBs, though. 

2. Home/host authorities and the issue of internal MREL 

Debates over the interests of home and host countries in respect of resolution planning centre around the 
amount ‘internal MREL’ - that is, instruments and liabilities that meet the relevant definition, designed to 
ensure they could be easily bailed in in the event of resolution - held in a subsidiary of a banking group 
where that subsidiary is in a different country from its parent. The underlying concern of host countries is 
that subsidiaries in their jurisdiction, which may be economically important locally, should be sufficiently 
well capitalised and provided with liquidity to ensure that they are not ‘abandoned’ in the event of failure. 
Banking groups as a whole and their home authorities, by contrast, are concerned about efficient capital 
and liquidity allocation within the group, which may be in conflict with any downstreaming of such 
resources to subsidiaries only on such a contingency basis. 

In that respect such debates mirror those in respect of capital instruments required to meet the 
requirements of CRR/CRD. In both cases, for example, host countries have resisted the idea that minimum 
requirements for subsidiaries could be waived - even within the Banking Union - or could be met by 
commitments rather than by actual subscription of eligible instruments. 

A particular issue that applies in the resolution context and not under CRR/CRD is whether a subsidiary is a 
‘resolution entity’: in other words, whether the resolution plan for that group anticipates that resolution 
tools will be used on that legal entity, or only on its parent / another entity above it in the group structure. 
Groups adopting a ‘single point of entry’ (SPE) strategy have only one resolution entity and assume that only 
instruments issued by that entity will be ‘bailed in’ by the resolution authority, allowing it to then absorb 
losses elsewhere in the group.  

A resolution entity has to meet the same rules as a free-standing institution, even if it is part of a group. 
Groups adopting a ‘multiple point of entry’ (MPE) strategy have more than one resolution entity, and the 
concept is that such an entity can be resolved without affecting other parts of the group. 

                                                             
1 As regards the relevance of Chinese G-SIBs and as well as smaller Chinese banks for financial hubs such as 
Luxembourg, see for example Paolo Balmas and Sabine Dörry (2021): "Chinese state-owned bank expansion into 
Europe", Financial Geography Working Paper No. 29, University of Luxembourg, ISSN 2515-0111 

Box 1: Impact of the SPE or MPE strategy on home-host coordination requirements 

The study of the Financial Stability Institute illustrates the impact of group-wide resolution strategies − 
i.e. the single point of entry (SPE) or the multiple point of entry (MPE) approach − on types of cooperation 
arrangement: Under the most often chosen SPE strategy, resolution powers are applied to the holding 
company, while operating subsidiaries continue as a going concern. The home authority will lead the 
resolution, and host authorities may not need to take direct resolution actions in relation to the entities 
in their own jurisdiction. Yet, “that strategy requires a high level of communication and planning to ensure 
that host authorities understand how the strategy will operate and have sufficient confidence that it will 
preserve financial stability in their local market”. Should such communication not work well, host 
authorities might be tempted to take independent resolution or insolvency action. 

Under MPE strategy, though rarely chosen, resolution powers are applied by two or more resolution 
authorities to different parts of the group, which would likely result in the group’s break-up into two or 
more separate parts, split for example along national, regional or business lines. Such approach would 
in any case require a high degree of active coordination between home and host authorities to avoid 
inconsistent actions that potentially undermine the success of the entire strategy.  

 

https://www.bis.org/fsi/publ/insights22.pdf
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Host countries potentially have an interest in subsidiaries in their jurisdiction becoming resolution entities, 
but have only limited ability to influence the resolution planning of a group. The main home-host dispute 
centres more typically on the amount of internal MREL in subsidiaries which are not resolution entities. This 
is governed by Article 45f BRRD (as inserted by BRRD2), and Article 12g SRMR, having been specifically 
addressed by the FSB in its TLAC Term sheet in respect of G-SIBs. The issue arises in particular in banking 
groups with a SPE resolution strategy (where no subsidiaries are therefore resolution entities), although the 
legislation does not distinguish by resolution strategy and the issue can potentially arise within MPE groups 
too. 

The FSB term sheet suggested that such subsidiaries issue internal MREL in a range of 75 to 90% of what 
they would have to do if they were resolution entities, with the margin above that allowing for flexibility of 
capital and liquidity allocation within the group. The EP proposed to include this range in the BRRD2 but the 
concerns of host countries in the Council ensured that it was not retained in the final outcome. Those 
concerns also ensured that:  

• the possibility for waivers from the base rule for such subsidiaries within banking groups was 
severely constrained, even within the Banking Union (Article 12h SRMR) - it only applies within a 
Member State; 

•  the possibility for requirements for internal MREL to be met by commitments from the parent (as 
opposed to funded instruments) was also limited to entities in the same Member State; 

• the ability of resolution authorities to refer higher MREL assessments to EBA for binding mediation 
was limited to very large disagreements exceeding 2% TREA (Article 45h(5) BRRD - in principle a 
symmetric provision between home and hosts but in practice, of most importance to host 
authorities seeking to ‘boost’ local internal MREL issuance). 

In conclusion, the current legislation largely allows host authorities to insist that subsidiaries in their 
jurisdiction are provided with MREL meeting ‘BRRD standards’ even when the intention is to apply 
resolution tools at parent level. Such subsidiaries are, to that extent, both ‘insulated’ from any risks arising 
within the group and also sufficiently capitalised to be able to be resolved - and thus potentially, continue 
to operate - if they themselves fail, without requiring further intervention from within the banking group. 

It is worth drawing attention to another provision which goes further still in this direction and further 
insulates subsidiaries from their groups, effectively ensuring that such subsidiaries do not have to 
contribute to resolving failures elsewhere in the group. Under Article 44(2)(h) BRRD, which was added 
by BRRD2, unsubordinated debt held by other members of the same resolution group (which are not 
resolution entities) is exempted from being bailed in. Thus in a situation where one subsidiary of a group 
fails, liabilities held by another subsidiary are protected, even if that other subsidiary would be able to 
sustain such losses. In particular, liquidity provided between such subsidiaries is protected from bail-in. 
While one effect of this provision is to prevent contagion and losses spreading within the group, the 
corollary is that losses have to be borne instead by the parent / other creditors.  

 

 

 

 

 

 

 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02014L0059-20210626&qid=1637937013565&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02014R0806-20210626&qid=1637937079617&from=EN
https://www.fsb.org/wp-content/uploads/TLAC-Principles-and-Term-Sheet-for-publication-final.pdf
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3. MREL: Evolution of stock and shortfalls 

MREL, the minimum requirements for own funds and eligible liabilities, marks the buffer that each bank 
must hold in case it fails, and it is composed of two parts, a loss-absorption amount and a recapitalisation 
amount. In May 2021, the SRB published its detailed MREL Guidance document. Banks have different MREL 
targets, depending on their size, risk density and liability structure; the deadline to reach the final MREL 
targets is 1 January 2024 (which were nevertheless subject to recalibration in 2021), yet binding 
intermediate targets must be reached by 1 January 2022. 

To illustrate the progress made regarding the achievement of MREL targets, outstanding stock and 
respective shortfalls, the SRB publishes since December 2020 the so-called “MREL Dashboard”, summary 
statistics at aggregated level that are based on bank data reported to the SRB. Its most recent version has 
been published on 26 July 2021, with data for the first quarter of 2021. 

As regards current MREL shortfalls, the Q1 2021 Dashboards shows that in the first quarter of 2021, the 
average MREL shortfalls remained broadly stable, and the overall shortfall amounted to EUR 23.6 bn (or to 
EUR 42.2 bn when considering the combined buffer requirement , CBR) in absolute value. 

The shortfalls are, if measured in relation to the respective size of the banks concerned (i.e. as a percentage 
of their total risk exposure amount, TREA), not equally distributed across geographies (see chart 1). The MREL 
Dashboard notably differentiates between MREL shortfalls and MREL subordination 2 shortfalls. 

Chart 1: BRRD 2 MREL shortfall (of which subordination) against final targets, % TREA 

 

 
Source: SRB MREL Dashboard Q1 2021 

The MREL Dashboard moreover shows that market conditions have recently been very favourable to 
issuance of MREL (also see chart 2): “Funding costs remained stable around pre-pandemic levels in the second 
quarter of 2021, and spreads between senior and subordinated instruments eased. Among other factors, strong 
market fundamentals (e.g., investor's demand, the ECB Governing Council's decision to maintain the 
accommodative monetary policy) drove the funding costs evolution in this quarter, despite growing inflationary 
pressures. The iTraxx indexes on subordinated and senior financial debt showed a stable trend over the period, 
and the spread between them remained at its tightest levels.” 

                                                             
2 Requiring subordination of the liabilities used to meet MREL means that banks must have adequate equity 
instruments and debt instruments that are subordinated, i.e. ranking below traditional senior debt - in case there is a 
shortfall, banks must replace part of their current funding with new subordinated liabilities. Banks are allowed to 
successively build up the volume of required subordinated liabilities until 2024. 

https://www.srb.europa.eu/system/files/media/document/mrel_policy_may_2021_final_web.pdf
https://www.srb.europa.eu/system/files/media/document/2021-07-26%20SRB%20MREL%20dashboard%20Q1%202021_0.pdf
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Chart 2: Cost of funding (SRB, based on iTraxx Europe Financials) 

 

 
Source: SRB MREL Dashboard Q1 2021 

4. Contributions to the Single Resolution Fund 

Based on the priorities formulated in the multi annual work programme for 2021-2023, one of the five 
strategic areas relates to SRF and its operationalisation, namely to (i) annual contributions cycle, (ii) 
investments of SRF and (iii) analysing the optimal financing instruments and/or liquidity support.  

In 2021, the Single Resolution Fund (SRF) was further enhanced by €10.4 billion paid as en-ante 
contributions by the banks under the SRB remit and reached a total of €52 billion. Chair of the SRB, Elke 
König, highlighted that “We continue to build-up the SRF, which is important in terms of giving confidence to 
the market in times of crisis. The backstop will double the firepower of the SRF, meaning that from next year, the 
EU will have an emergency fund worth over €100 billion. This will go a considerable way to ensuring public money 
does not have be used to bail-out private investors”. Also, the SRB has communicated information on the 2022 
ex-ante contributions, as well as a plan to consult market participants on the main elements of the 
preliminary 2022 ex-ante contributions calculation decision (exact timeline and practicalities of the 
consultation process for the 2022 ex-ante contributions cycle have not been communicated yet, however, 
SRB preliminary foresees that the consultation will be launched at end of February / beginning of March 
2022). 

Based on the information provided in the SRB Annual Report 2020, “At the end of December 2020, amounts 
held in the SRF totalled EUR 42.1 billion, composed of the SRB portfolio (EUR 37.6 billion) and IPCs (EUR 4.5 billion). 
The SRB portfolio contains a strategic cash balance of EUR 18.9 billion and investments in securities mandates of 
EUR 18.7 billion”. Overall, the 2020 Investment Plan was invested in two instalments: first, in the first quarter 
of 2020, an instalment of EUR 580 million was gradually invested; second, totalling EUR 2.79 billion was made 
in October to the outsourcing partner and also gradually invested. Due to Covid-19 caused market turmoil, 
“the SRB decided in April to place the portfolio of non-financial corporate bonds into run-off and in June, to hold 
the 2020 ex ante contributions in strategic cash until a new reassessment was made in September”. The total 
return of the SRB portfolio for 2020 was 0.08% (before fees of 0.006% and also, taking into account 
deposit facility rate of -0.50% that is paid to selected National Central Banks of the European System 
of Central Banks for the cash balances, i.e. more than half of SRF). 

https://www.srb.europa.eu/system/files/media/document/2021-07-26%20SRB%20MREL%20dashboard%20Q1%202021_0.pdf
https://www.srb.europa.eu/system/files/media/document/2020-11-30%20SRB%20Multi-Annual%20Work%20Programme%202021-2023.pdf
https://www.srb.europa.eu/en/content/single-resolution-fund-grows-eu104-billion-reach-eu52-billion
https://www.srb.europa.eu/en/content/2022-srf-levies-ex-ante-contributions
https://www.srb.europa.eu/system/files/media/document/Annual%20Report%202020_Final_web.pdf
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During the second half of 2020, the SRB has started internally developing Investment Analysis and Database 
Project with the objective of making it operational by the end of first half of 2021. The project should make 
automatic and enhance the SRB’s performance and risk reporting capabilities and to strengthening the 
robustness of the portfolio construction process. Also, in 2020 the procurement process was started in order 
to select a second Investment Manager. The signature of the contract with the second Investment Manager 
and operationalisation of the agreement was envisaged for the second quarter of 2021. 

5. Summaries of External Papers 

Impediments to Resolvability – What is the Status Quo? (De Groen & Bodellini, 2021) 

Addressing and removing impediments to resolvability3 is a fundamental component of the bank crisis 
management framework, given that these may obstruct the orderly resolution of failing or likely-to-fail 
banks. Thus, this paper focuses on assessing improvements in resolvability based on a sample of 72 
Eurozone banks (i.e. around 60% of the banks under SRB’s remit), covering more than 400 annual reports 
over the financial years between 2015 and 2020. 

De Groen & Bodellini (2021) emphasize that the main challenge in ‘assessing the status quo of impediments 
to resolvability derives from the confidentiality of resolution plans’. Overall, despite the SRB’s progress in 
having met its target of adopting 117 resolution plans by March 2021, neither the SRB nor the banks under 
its remit have clearly communicated progress on removing impediments to resolvability. The authors refer 
that it is often not clear whether impediments have been detected and eliminated, nor whether there are 
still banks that are not resolvable in the view of the SRB. In fact, between 2015 and 2020, only between 1% 
and 6% of the sample banks mention impediments in their annual reports. Besides, only 1% to 3% of the 
analysed banks denoted having addressed resolution barriers. In general, the authors find that there is ‘very 
limited explicit information about the impediments or obstacles to resolution and whether they have been 
assessed’.   

Hence, De Groen & Bodellini (2021) have collected data on both the number of consolidated entities and 
the level of illiquid assets for 54 of the 72 sample banks, considering these indicators as proxies for improved 
resolvability. The authors find that, on average, between 2016 and 2020, there was a 12.5% decrease in the 
number of consolidated entities from roughly 47 to 32 entities. During this period, 54% of the banks reduced 
their complexity, while 31% increased it and 15% remained the same, i.e. a significant minority of banks had 
its structure become more complex and are thus harder to resolve. Regarding illiquid assets, in general, the 
stock of level 3 assets dropped 4% from EUR 655 billion to EUR 631 billion in 2020. Nevertheless, there are 
significant discrepancies between banks, with 47% of the banks having their stock of assets of level 3 decline 
and the remaining 53% seeing this stock expand. Accordingly, the authors consider that ‘most banks have 
not become easier to resolve’. 

The paper’s central findings are in line with an SRB’s earlier statement in which the institution affirms that 
‘making banks resolvable is a marathon not a sprint’. The SRB also establishes in its work programme for 
2021-2023 that it might take up to 2023 to have the impediments effectively removed. Nonetheless, the 
authors suggest that SRB could publish summaries and be more specific on the banks’ resolvability-related 
progress. Furthermore, De Groen & Bodellini (2021) argue in favour of publishing ‘a non-confidential and 
abridged version of the resolution plans’, similarly to what happens in the US. These publications would allow 
the different stakeholders to enhance their preparation for potential bank failures.  

                                                             
3 The authors highlight that there is no legal definition for impediment to resolvability, despite several mentions of the concept in both the BRRD  
and the SRMR. 

https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/689468/IPOL_IDA(2021)689468_EN.pdf
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Lastly, the authors propose asking the SRB about the current state of addressing impediments to 
resolvability, the potential impact of impediments that have not been addressed so far, and concrete 
incentives to encourage banks to accelerate the progress in that respect.  

Impediments to Resolvability – What is the Status Quo? (Gortsos, 2021) 

Gortsos analyses in his paper the status quo of impediments to resolvability by comparing the situation in 
the period from 2016 to 2019, which was marked by the European Court of Auditor’s (ECA’s) Special Report 
that identified several weaknesses, with the situation thereafter. The ECA criticised inter alia that the SRB 
had not yet determined the precise date by which all credit institutions under its remit would be fully 
resolvable. 

Gortsos deems that the SRB has made significant progress since 2020 towards achieving the full resolvability 
of significant and less significant credit institutions, considering its Expectations for Banks document that 
was published in April 2020 as a catalyst for that development, even though it is legally non-binding. Still, 
Gortsos finds that despite the progress made, the steady state in relation to the full resolvability has not yet 
been reached.  

Concluding, the author sets out some remarks and recommendations on specific aspects:  

In relation to credit institutions, he notes that if the bail-in tool were to be applied in the coming months, 
the probability is high that some may not have yet reached the required level of MREL, adding that credit 
institutions not only need adequate financial but also human and technological resources available to make 
the strategy work. 

In relation to the SRB, Gortsos recommends complementing the Expectations for Banks document with 
policy guidance in particular on the legal issues relating to the resolution strategy, ensuring that the internal 
resolution teams (IRTs) follow consistent approaches, ensuring that cooperation agreements are in place 
with resolution authorities of all third countries where large international banking groups have a significant 
presence, and reflecting on the best approach to public disclosures in resolution, which in Gortsos’ view 
require a cautious, balanced approach. 

Finally, Gortsos makes recommendations on two related aspects: first, as regards liquidity in (or more 
precisely after) resolution, he thinks that access must be ensured to central-bank lending of last resort 
facilities, and secondly, he finds that the review of the EU framework governing bank crisis management 
may need to better address the problem of resolving ‘medium-sized banks’. 
 

Disclaimer and copyright. The opinions expressed in this document are the sole responsibility of the authors and do not necessarily represent 
the official position of the European Parliament. Reproduction and translation for non-commercial purposes are authorised, provided the 
source is acknowledged and the European Parliament is given prior notice and sent a copy. © European Union, 2021.  
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