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 2008: exclusive and uncoordinated reliance on national resolution schemes
and safety nets, led to break up of cross-border groups, created the vicious
circle between sovereigns and banks

 The lack of a European resolution framework spurred the segmentation of
the Single Market: bank capital and liquidity tend to be allocated on a
country basis

 Cross-border groups find it difficult to operate as channels for recycling
savings from countries in surplus to SMEs and households in other Member
States

1. Making cross-border resolution work in the EU (1/2) 
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1. Making cross-border resolution work in the EU (2/2) 

 The new Bank Recovery and Resolution Directive (BRRD) and the Banking Union
project represent a unique opportunity to overcome these problems, if they
manage to provide the appropriate institutional underpinnings to support mutual
trust on coordinated planning and execution of Recovery and Resolution

 At the same time they risk spurring further fragmentation of the Single Market
(through unilateral structural measures as a follow up of Recovery and Resolution
Plans assessment).

 These are the cardinal points we should consider, when we wonder how cross-
border resolution should work in the EU

 Making cross-border resolution work in the EU would also provide a fundamental 
stepping stone to make it work at the global level
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The Bank Recovery and Resolution Directive (BRRD) implements the FSB
Key Attributes in Europe:

1. Identification of resolution authorities with clear remit and power 
2. Recovery and Resolution planning and assessment process  
3. Comprehensive and common early intervention and resolution toolkit   
4. Resolution financing through a range of private sources
5. Enhanced cross-border cooperation (through binding joint decisions)

In addition, Euro-area countries (and those countries who opt in the 
SSM/SRM) will have a single body responsible for bank resolution (SRB) 

2. Pillars of BRRD
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2. Pillars of BRRD  

 The BRRD: the legal “software” for cross-border resolution in the Union

 The Single Resolution Mechanism (SRM): the institutional “hardware” for
the Eurozone

 To make cross-border resolution a credible solution across the whole
Single Market, we need to strengthen the legal underpinnings and the
institutional arrangements to facilitate the SRM and the “Outs” to front-load
problems through group-wide RRPs, and adopt firm commitments (joint
decisions) on cooperative solutions
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3. Pillars of DGS Directive

The Deposit Guarantee Schemes (DGS) Directive has also been updated to
reflect the lessons of the crisis:

1. Payment times will be shortened to 7 working days, to better meet
the needs of depositors

2. Risk-based pre-funding of DGSs will be introduced

3. Use of DGS funds in crisis management has been clarified: allowed
to prevent failure if that is least-cost and state aid guidelines are
followed (similar to Canadian system) or in resolution in lieu of any
residual losses to covered deposits
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4. Depositor preference

Depositor preference rule introduced in the BRRD:

> eligible deposits from natural persons and SMEs shall have 
preference in normal insolvency hierarchy over ordinary 
unsecured, non-preferred creditors  

> super-preference for deposits up to the coverage level 
(euro 100,000)
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5.  Roles of EBA

It is the EBA’s role to ensure that these challenges, and others, are addressed in
consistent ways in all 28 EU Member States. There are several ways in which we
will do that:

1. Rulemaking role: EBA to develop approximately 40 pieces of secondary
legislation to implement the BRRD and DGS Directive

2. Mediation role: EBA to carry out mediation between national authorities for
cross-border groups (facilitating the process of reaching joint decisions within
supervisory and resolution colleges)

3. Benchmarking and peer reviews of Recovery and Resolution Plans
4. Relations with 3rd countries: EBA as point of contact and coordinator for

relationships between the EU and third countries with regard to resolution
proceedings
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> Recovery planning and assessment - Resolution planning and assessment 

> Early intervention and resolution triggers

> Criteria for bail-in and MREL (the European equivalent of GLAC)

> Criteria for valuation (within resolution, and after resolution. The NCWO)

> Deposit Guarantee Scheme – criteria for risk-based funding 

> Functioning of resolution colleges

5. Role of EBA: major areas of rulemaking
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