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BANKING RESOLUTION: WHY?
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THE EARLY DAYS OF THE RESOLUTION FRAMEWORK IN EUROPE

Insufficient crisis management arrangements worldwide and, more
particularly, in Europe.

2008 financial crisis @ Need.to create a framework th.at vyould iall.ovx./ guthorlt!es to intervene SWIft.|y
and timely in a distressed institution, minimizing the impact of its failure in

the economy.

Publication of the «Key Attributes of Effective Resolution Regimes for Financial
Institutions», the international standard for best practices in resolution, by the Financial

Stability Board.

2011

Banking Recovery and Resolution Directive (Directive 2014/59/UE)

| Three main blocks:

* Provides for, and regulates, recovery and resolution planning;

*  Empowers authorities with new powers and tools to deal with crisis
situations;

* Creates resolution financing mechanisms (the Resolution Funds).
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THE RESOLUTION
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NUTSHELL




FROM RECOVERY TO RESOLUTION

RECOVERY EARLY INTERVENTION RESOLUTION

(i) Gone concern: failing or I|ker

= Non-compliance with legal or to fail

] Risk or situation of financial regulatory provisions (i) Absence of other measures

= distress of the institution (deterioration of the financial that could avoid failure
situation: own funds, liquidity...) (iii) Publicinterest in avoiding

liquidation

9
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(%)

S Credit institution Supervisory authority Resolution authority

&

(<))

-2
Restructurln;.»;r plan, restrictions Measures adopted by the

" , on the activity, removal or : 7

o The measures foreseen in the resolution authority:

S replacement of the members -

& recovery plan, prepared by the = Bail-in

@ R . of the management body, :

] institution (voluntary, private . = Sale of business

S temporary administrator,

measures) = Bridge institution

contacts with potential acquirers, - Asset separation
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THE RESOLUTION FRAMEWORK: OBJECTIVES, PRINCIPLES AND CONDITIONS

-

Conditions for resolution

>

The institution is failing or likely to fail (FOLTF)

\

There is no reasonable prospect that any alternative measures would prevent the failure of the
institution, within a reasonable timeframe

The resolution action is necessary in the public interest (which is assessed in light of the resolution
objectives)

\_
e

Ensure the continuity of critical functions

Safeguard public funds and taxpayers’ interests

Avoid a significant adverse effect on the financial stability

\_
-

.

Objectives Protect deposits covered by the DGS and investments covered by investors compensation schemes
Protect the funds and assets held by the institution on behalf of its clients
Shareholders of the failed institution bear losses first

N— — — — p— <

| — Creditors of the institution bear losses after the shareholders, in equitable conditions, in accordance
- L with the order of priority of their claims under normal insolvency proceedings. )
[n|oca " No creditor shall incur greater losses than would have been incurred had the institution entered into |
L liquidation (no creditor worse off) )
Guiding principles , i

The depositors do not bear any losses on the amount of deposits covered by the DGS

\
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THE RESOLUTION FRAMEWORK: OBJECTIVES, PRINCIPLES AND CONDITIONS

The entry into resolution only occurs if a set of requirements and circumstances materialize

cummulatively.

Banks draw up
recovery and
resolution plans

Banks contribute to
Single Resolution
Fund

Are all private

Supervision by
SSM and national
authorities

Compliance with
capital rules and
building up of
loss absorbency
capacity (MREL)

BANKING RESOLUTION: A SHORT INTRODUCTION

&

BANK WOUND UP

L

Is there public
interest to save
the bank?

&

BANK
RESOLVED

RESOLUTION TOOLS

D .-F—\. Bail in
] i&% Sale of business

[0 ==y Bridge bank

J )
O ﬂE Asset separation



THE RESOLUTION FRAMEWORK: TOOLS AND POWERS

The resolution authority has at its disposal a set of resolution measures and powers that enable it to
address the credit institution's weaknesses and the circumstances of the particular case.

'@\ Sale of business

Bridge o
institution l l l

’.‘ Asset_
.. separation

Bail-in Qy»w

BANKING RESOLUTION: A SHORT INTRODUCTION

The application of resolution measures:

* Entails, as a rule, the replacement of the management
body and senior management of the institution under
resolution;

* Does not depend on the consent of the shareholders, nor
of the parties to contracts related to assets, liabilities, off-
balance sheet items, or assets under management;

* Does not constitute grounds for the exercise of the
rights of close-out netting agreements, resolution,
termination, opposition to the renewal or amendment of
conditions, or for the execution of collaterals;

* Takes effect regardless of any legal or contractual
provision to the contrary.

10



THE RESOLUTION FRAMEWORK: TOOLS AND POWERS

Allows for the sale, total or partial, of the
credit institution under resolution (or its

99

Allows the transfer of assets to an asset
management vehicle with the objective of

) . , = . maximize their value (can only be used in
business) to a private purchaser. / N, combination with another resolution
. + Measure).
Sz ol U \\ ASSET SEPARATION
N (( RESOLUTION )
VN ) MEASURES "

i O -

. e +» Shareholders and creditors are written down

The activity of the institution (or the ~ | and converted, in order for the institution to

institution itself) is transferred, in whole be recapitalized to the extent necessary to
or in part, to an entity incorporated for restore its ability to comply with the
this pUrDOSE conditions for authorization, continue to

pUrpose. carry out its activities and sustain sufficient
market confidence.

BRIDGE INSTITUTION BAIL-IN

BANKING RESOLUTION: A SHORT INTRODUCTION 11



THE INSTITUTIONAL
SET-UP IN THE
BANKING UNION




THE RESOLUTION FRAMEWORK: THE INSTITUTIONAL MODEL IN THE BU

The creation of the resolution regime by the BRRD was also accompanied by the constitution of the
2nd Pillar of the Banking Union, with the creation of the Single Resolution Board, in which Banco de
Portugal participates as the Portuguese National Resolution Authority.

_2”pMm

aingl

—
—
1* pillar
Single Supervear S,
Mechani=m {55M
together with the
Mational (ompetent
Authorities (MCAs
=]

Division of competences between
the SRB and the NRAs:

BANKING RESOLUTION: A SHORT INTRODUCTION

—
— -
- 1 e (SRM
— tonether with the
“os National Resodution
Authorites [NRAsS
rd -
3" pillar
Euvropean Deposit
reurance Stheme ([EDIS)
pre=] S
L} Vi Ll wckiorn

2014

Single Resolution Mechanism Regulation (SRMR)

Single Resolution Board (SRB) - entity responsible for the
effective and consistent functioning of the SRM from 2016
onwards

Single Resolution Fund (SRF) - responsible for the
provision of financial support for resolution in the Banking
Union.

-

Single
Resolution
Board

Responsible for (i) resolution plans, (ii) resolution decisions\
and (iii) monitoring the execution of resolution decisions for
significant institutions (SIs) under the ECB's direct
supervision and less significant institutions (LSIs) with cross-
border activity. )

-
/

-

i

181

NRAs

Responsible for (i) resolution plans, (ii) resolution decisions\
and (iii) monitoring the execution of resolution decisions for
LSIs without cross-border activity.

Responsible for the execution and implentation of SRB's
decisions in its respective jurisdictions. s




THE RESOLUTION FRAMEWORK:

Single
Resolution
Board

Single Resolution Fund

= The SRF is financed by annual:
contributions from the

financial |
system (credit institutions and some
investment firms).

The Fund was built up during the first |
eight years (2016-2023) with the goal of:
reaching at least 1% of covered deposits I
in the Banking Union (today, = €78bn).

During that transitional period, the
contributions were allocated to different 1
national compartments corresponding:
to each participating Member State. :

The compartments have now been I
merged and there is full mutualisation in :
the use of the Fund. I

BANKING RESOLUTION: A SHORT INTRODUCTION

THE RESOLUTION FINANCING ARRANGEMENTS

Pay
compensation to
shareholders or
under the ‘no
creditor worse
off’

\ELEE]
contribution to
the institution
under resolution
in lieu of the write-
down or
conversion of
certain creditors

Guarantee the
assets or the
liabilities of the
institution under
resolution, its
subsidiaries, a Bl
or an AMV

Make
contributions to
a Bl or an AMV

Make loans to the
institution under
resolution, its
subsidiaries, a Bl
or an AMV

Purchase assets
of the institution
under resolution

14



THE IMPORTANCE OF
PLANNING AND
ENSURING
RESOLVABILITY




THE RESOLUTION FRAMEWORK: THE IMPORTANCE OF PLANNING

The resolution regime provided by the BRRD has created an extensive, complex, and very

demanding framework for resolution authorities, particularly with regard to resolution planning.

Business strategy
analysis

PIA

Main phases and tasks of the

resolution planning Resoluti
esolution

strategy

MREL

Resolvability
assessment

BANKING RESOLUTION: A SHORT INTRODUCTION

* General and detailed overview of the institution

and/or group

* Main subsidiaries, critical functions, interconnections
* Main financial and prudential data

* Public Interest Assessment

Selection of the appropriate resolution measure(s)

» Determination of the minimum requirement
for own funds and eligible liabilities (MREL)

+ ldentification of impediments to the resolvability
* Measures to address or remove impediments to

resolvability

16



THE RESOLUTION FRAMEWORK: THE IMPORTANCE OF PLANNING

In planning for resolution, authorities select the preferred resolution strategy and follow two main
approaches.

Single Point of Entry (SPE) Multiple Points of Entry (MPE)

v Resolution measures are applied at the level of the parent- ¥ Resolution measures are applied to more than one
undertaking/holding company; resolution entity (parent-undertaking and selected

subsidiaries);

v' The resolution process is conducted by the resolution _ _
authority of the parent-undertaking; v' The resolution process is conducted by two or more

resolution authorities;

(®
Characteristics

v The losses of the subsidiaries are transferred to the parent- _ _
undertaking. v' Losses are absorbed by each resolution entity.

v' Groups with centralized structure and operating model; v Groups entities operate and obtain financing in an

v" Financing and loss absorption capacity of the group independent manner;

m . . . .
< 5 certrElizeel i He e R ek v Sufficient loss absorption capacity at the level of the
y g v Upstreaming of losses and downstreaming of capital and resolution entities;

c liquidity;

£ q b

o

v In resolution, the parent-undertaking does not support the
v' Agreement between home and host resolution authorities subsidiary that is a resolution entity;

on the resolution strategy;

4
1l
Requirements

v Possible group separation, in case of resolution;
v Acceptance of the decisions taken by the home authorities

by the host authorities. Decentralized and independent internal processes

BANKING RESOLUTION: A SHORT INTRODUCTION 17



THE RESOLUTION FRAMEWORK: THE IMPORTANCE OF PLANNING

The use of an SPE or an MPE strategy is closely related to the group structure.

Single Point of Entry (SPE) Multiple Points of Entry (MPE)

RG 1 RG 2
RE | :
| RG 1 RE ! RG3
S s ) S o Do :
& o : RE AR S ) i RE :
> 2 > (S S Jatd s s) v ils s )
b e T G e :
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THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING
CAPACITY SO IMPORTANT?

Resolution guiding principles: losses incurred by the failing institution should be first borne by its shareholders and
then by its creditors. To ensure this, the resolution regime has created the Minimum Requirement for Own
Funds and Eligible Liabilities (MREL)

MREL is a requirement for banks to hold a certain level of own funds and debt instruments, as set in
resolution planning, to ensure the resolvability of the credit institution.

@ Objective:

Ensure that, in resolution, the institution has sufficient liabilities to absorb its losses and recapitalize
itself, so that the cost of resolution does not fall on creditors such as depositors or on the resolution
financing mechanisms (which should only intervene after losses are absorbed internally to the
maximum extend possible, without infringing the resolution objectives).

BANKING RESOLUTION: A SHORT INTRODUCTION 19



THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING
CAPACITY SO IMPORTANT?

LAA
(Loss Absorption
Amount)

RCA
(Recapitalisation
Amount)

MCC
(Market Confidence
Charge)

MREL Target

Amount intended for loss absorption
RWA: includes the own funds requirements (Pillar 1 and P2G)
LRE: includes the leverage ratio requirement

Amount intended for recapitalization of the resolved institution
RWA: includes the own funds requirements (Pillar 1 and P2G - after)
LRE: includes the leverage ratio requirement

Adjustments based on balance sheet depletion, recovery measures
or sale of assets are allowed

Additional amount necessary to ensure market confidence in the
institution, following resolution

Variants: MPE strategies and transfer measures (sale of business,
bridge institution)

For entities whose resolution plans envisage their liquidation, MREL
is equal only to the LAA

Subordination

The SRB may determine that part of the
MREL is to be complied with subordinated
instruments, to address eventual risks
arising from the NCWO principle and other
impediments to resolvability.

Transitional period

* Until 1 January 2024

» Extension of the transitional period in
very specific cases

For further information: https://www.srb.europa.eu/system/files/media/document/MREL%20Policy%202024_clean%20version_web.pdf

BANKING RESOLUTION:

A SHORT INTRODUCTION
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THE RESOLUTION FRAMEWORK: WHY
CAPACITY SO IMPORTANT?

IS THE

INTERNAL LOSS-ABSORBING

The eligibility of an instrument for MREL purposes depends on the fulfillment of a wide range of requirements, such

as permanence, maturity, collateralization, among others.

( ~/; Own funds requirements;

@ Liabilities eligible for bail-in, provided that they additionally meet the following requirements:

» The contractual instruments constituting the claim are valid and
effective;

» The claim is not held or guaranteed by the credit institution itself;

» The contractual instruments constituting the claim were not fund
ed directly or indirectly by the credit institution;

|
I
1
I
1
|
1
|
1
|
1
|
1
1
« The claim has a maturity of at least one year; where the
contractual instruments constituting the claim confer upon its |
owner a right to early reimbursement, the maturity of that claim
shall be the first date where such right arises; :

1

|

1

|

I

1

I

1

|

1

|

1

|

e The claim does not arise from derivatives;

* The claim does not arise from a deposit which benefits
from preference provided under BRRD.

A claim subject to third country law may not be eligible for
MREL if the institution cannot demonstrate that it will be

@

BANKING

possible bail-in that claim. L

RESOLUTION: A SHORT INTRODUCTION

All claims of the institution are eligible for bail-in, with the exception of :

Deposits that are guaranteed by the Deposit Guarantee Fund, within the limits of
such guarantee;

Claims for which there is collateral;

Claims on credit institutions and some investment firms, with an original
maturity of less than seven days, excluding entities that are part of the same group;

Claims with a maturity of less than seven days on payment and securities
settlement systems, their operators or their participants and arising from the
participation in such a system;

Claims on employees in relation to accrued salary, pension benefits or
other fixed remuneration, except for the variable component of remuneration
that is not regulated by a collective bargaining agreement and except for the
variable component of the remuneration of material risktakers;

Claims on the provision of goods and services that are critical to the daily fun
ctioning of the credit institution;

Claims on tax and local authorities, provided that those liabilities are preferre
d under the applicable law;

Claims on the Deposit Guarantee Fund arising from contributions due.



THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING

CAPACITY SO IMPORTANT?

LOSS ABSORPTION ORDER IN RESOLUTION

Common Equity Tier 1 (CET1)

Additional Tier 1 instruments (AT1)

Tier 2 capital (Tier 2)

Other subordinated claims

Senior non-preferred debt

External MREL
i

Senior preferred debt

Preferred claims

|

BANKING RESOLUTION: A SHORT INTRODUCTION

Specifically created for fulfilling
MREL

22



THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING
CAPACITY SO IMPORTANT?

EXAMPLE OF USING MREL — BAIL-IN (1/2)

Original balance sheet of the 15t step
institution Assets reevaluation

€40 €40
deposits deposits
€ 28 €28
€100 Other € 100 Other
s claims N EE claims
€20 €20
SNP SNP
€3 sub. CET1, AT1 e Tier 2 3 €3 sub.
co [Pl | €9
capital : capital
Asset Liability + Asset Liability +

equity equity

BANKING RESOLUTION: A SHORT INTRODUCTION
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THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING
CAPACITY SO IMPORTANT?

EXAMPLE OF USING MREL — BAIL-IN (1/2)

Original balance sheet of the 15t step
institution Assets reevaluation and loss absorption

€ 40
deposits

€40
deposits

€ 28
€ 100 Other

€ 28
Other
claims

€20
SNP
€ 3 sub.
€9
capital capital
Asset Liability + Asset " Liability +
equity equity

€100

claims

€20
SNP

€ 3 sub.
€9

assets assets

/ CET1, AT1 e Tier 2

BANKING RESOLUTION: A SHORT INTRODUCTION
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THE RESOLUTION FRAMEWORK: WHY IS THE INTERNAL LOSS-ABSORBING
CAPACITY SO IMPORTANT?

EXAMPLE OF USING MREL - BAIL-IN (2/2)

2" step 3 step
Balance sheet after loss absorption Balance sheet after recapitalization

€ 40
deposits

€40
deposits

€28
Other
claims

€ 28
Other
claims

€90 €90

assets assets

€14
SNP

€20
SNP

€8
€ 2 sub. capital

Liability + Asset Liability +
equity equity

====7
N ——
---'

Asset

BANKING RESOLUTION: A SHORT INTRODUCTION
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THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BES

Banco Espirito Santo (BES) was the 3rd largest banking group in PT and had a leading role in SME
lending.

« Universal financial institution covering all relevant financial services for retail, corporate and institutional clients;
» Long-standing institution and brand in Portugal (originated in 1869, became a bank in 1920);

» Part of Grupo Espirito Santo (operated in sectors as diversified as energy, real estate, healthcare, tourism and
agriculture)

« Around 2 million depositors;

 Pivotal role in financing the Portuguese economy;

~ 700 agencies in Portugal alone.

/AN BANCO
\“o# ESPIRITO SANTO

Assets .

Loans to Corp. &

Public Adm.
EURS80 Bi (V EUR64 Bi EUR35 Bi EUR34 Bi EUR26 Bi
14% 14% 14% 20%
Share PT Share PT Share PT Share PT

(" Consolidated data as of 30 Jun 2014; remaining data on an individual basis as of 30 Jun 2014

27



THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BES

Unexpected losses unveiled in late July 2014 triggered a breach in solvency ratios which further and

irreparably aggravated the liquidity shortfall.

Initial expectations of BES, of its external auditors and of Banco de Portugal were that, even in the worst-case scenario,
exposures to GES could be absorbed by the existing capital buffer.

However, on 30 July 2014 BES announced losses highly above the expected figures. Total losses for TH14 amounted to € 3.6
bn, on a consolidated basis. The losses announced on 30 July brought the CET1 ratio (consolidated) down to 5.1%.

Part of those losses reflected acts of willful mismanagement and the violation of previous determinations of Banco de
Portugal. Acts committed when the replacement of the former management had already been announced led to an
additional loss of around € 1.5 bn compared with the losses that were expected.

Nature of losses and aggravated uncertainty made a private capitalization solution unfeasible in the short run and further
deteriorated public perception.

Access to Monetary Policy Operations was suspended and the ECB determined that existing Eurosystem funding (in the
amount of € 10 bn) had to be reimbursed in the following Monday if a solution was not to be found.

As of 1 August, it was highly likely that BES would not be able to meet its obligations as
they fell due and would not be able to open for business the following Monday.

BANKING RESOLUTION: A SHORT INTRODUCTION
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THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BES

Creation of a bridge bank was the only feasible option in face of the bank’s capital shortage, imminent
default, liquidity needs and no appetite for an outright sale.

« On 3 August 2014, BdP created “Novo Banco”, a Bridge Bank with an initial term of 2 years, and transferred thereto most of
the business of BES, which was left to be liquidated.

v" Continuity of financial services provided by BES

oo v Safeguard financial stability
c .
- @ 1
'§ E v" Safeguard of taxpayers’ money, as much as » Capital was fully paid-in by the Resolution Fund (although the State provided a g
C 9 possible loan) o
9 oy __ L o o o o —— —— —— —— __________ A
6 ° » Equity + subordinated debt + senior claims from related parties (shareholders >

v" Loss absorption by shareholders and creditors 2%, entities controlling BES in the past, board members) stayed in BES. Also,

~EUR 2bn of senior bonds were later retransferred to BES.

v" Protection against risks stemming from
exposure to GES and other specific exposures

» Exposures to GES, equity holdings in Angola, Libya and USA (Miami) stayed in
BES

v Minimize exposure to compliance risks from » Legal and compliance risks stayed in BES, including any potential indirect
FiEDC eI 2 e g eXposuUres to GBS

B il Tt

Specific
objectives

i
I

1 = Capital requirements of Novo Banco were estimated at EUR 4.9 Bi, = Loan provided by the State
: targeting a CET1 ratio of 8.5% on a consolidated basis Loan provided by 8 banks
I
|

» |Independent valuation performed by PwC. = Own funds

BANKING RESOLUTION: A SHORT INTRODUCTION 29



THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BANIF

BANIF Group was the 7th largest Portuguese banking group in Portugal and was the lead bank in the
Portuguese Islands (Azores and Madeira), with a market share of around 30%.

o" »
o ™
: e
Pnrtugal anh
2 ahamas
IIhasCay‘malﬁ C'abDVerde
LS -
« BANIF was essentially focused on commercial banking activities in L
the domestic market (retail and corporate clients), with total orsi "\‘
assets of €12 Bn and €6 Bn in deposits. | _ j
v
« BANIF played a key role in the financing of the economy of the ¥

Portuguese Islands (Azores and Madeira).

« BANIF was classified as an Other Systemically Important < Despite BANIF's small balance sheet size, the bank had

Institution (O-Sll); as such, a potential disruption in the provision a strong international presence, namely close to
of the critical activities provided by BANIF was considered likely to Portuguese emigrant communities.

generate systemic risks and jeopardize the Portuguese financial

stability.

BANKING RESOLUTION: A SHORT INTRODUCTION



THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BANIF

BANIF's failure was the result of a set of factors that impaired the bank’s recovery that had been

expected following its recapitalization by the Portuguese State in 2013.

Absence of an approved BANIF's management inability to
Restructuring Plan implement corrective measures
| O

Challenging economic
environment

Ve

deterioration of its solvency position, especially after 2014.

BANIF suffered larger losses than those projected in the Recapitalisation Plan, leading to a significant

on

capital ratio to levels below the regulatory minimum.

Several prudential adjustments were deemed necessary, which would reduce the consolidated total

op

state aid.

A private sale procedure was launched but it failed to receive bids that did not require additional

BANIF's liquidity position rapidly deteriorated following the publication of news
about the bank’s future and in the week before resolution the bank face severe
deposit outflows.

Serious risk of BANIF not being able to comply with its obligations towards
customers and to maintain regular payment flows.

BANKING RESOLUTION: A SHORT INTRODUCTION

Deposits

« 6.100

e

S

= 5.900
5.700
5.500
5.300
5.100
4.300
4.700

4.500
20-nov 25-nov 30-nov S-dez 10-dez 15-dez 20-dez
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THE PORTUGUESE EXPERIENCE - THE RESOLUTION OF BANIF

On 20 December 2015, Banco de Portugal sold the majority of BANIF's activity to Banco Santander Totta
and transferred a set of BANIF's assets to Oitante, an asset management vehicle created by Banco de

Portugal.
5 BANIF ,)j?

A forga de acreditar

BaniF B QITANTE

/ —— \ /Transfer of a set of assets to an asset \ / \
 The assets and liabilities that were management vehicle set up for this « Sale of business of BANIF and of

not transfer.red to Banco Santander purpose; the vast majority of its assets and
Totta and Oitante were left behind « The consideration paid by Oitante for the liabilities to Banco Santander Totta;
at BANIF;
transfer of the assets was made through a

« Those assets and liabilities were debt issued by the vehicle; « Payment of 150 M€;
managed by the members of the »  Those bonds were guaranteed by the
Board of Directors of BANIF, Resolution Fund and counter-guaranteed by « Ensuring full continuity of the
appointed by Banco de Portugal, the Portuguese State and were later institution’s activity, with no impact
and are now part of its insolvency transferred to Banco Santander Totta; on its customers, transferred
estate in the respective judicial employees or suppliers.

liquidation or din e The share capital of Oitante (€50.000) is 100%
\ quidation proceeding. / \owned by the Portuguese Resolution Fund./ \ /

BANKING RESOLUTION: A SHORT INTRODUCTION 32




THE PORTUGUESE EXPERIENCE

Weight in PT banking system Relevance in the PT economy
(% total assets, Dec-2013) (total assets in % of GDP, Dec-2013)
21% 55%

Shareholders lost 100%
A >
| — Subordinated creditors lost 100%
— (
Lﬂ..ﬂl Remaining creditors absorbed losses in accordance with their ranking and in equitable terms
GUIDING [ No creditor suffered or will suffer losses higher than it would have suffered in case of liquidation
no creditor worse o
PRINCIPLES  © : L
Deposits were fully protected
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THE PORTUGUESE EXPERIENCE

Weight in PT banking system Relevance in the PT economy
(% total assets, Dec-2013) (total assets in % of GDP, Dec-2013)
21% 55%

Seamless continuity of critical functions was achieved

Financial stability was preserved

Public accounts protected as much as possible

OBJETIVES >

Deposits and assets held by customers were fully protected

BANKING RESOLUTION: A SHORT INTRODUCTION
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THE PORTUGUESE EXPERIENCE

©
©

Evolution of customer deposits in PT Banking system

110
100 com—

[

Financial stability was preserved

[

Deposits and assets held by customers were fully protected

(Jan/13 - Dec/18)
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Source: Banco de Portugal.
Note: Base 100 as at 31/12/2023.
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INTRODUCTION

Composite indicator of financial stress

(Jan/07 - Nov/23)
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Sources: Banco de Portugal.

Note: The threshold (0.2) is the value identified as the threshold for a
change from a “low stress” regime to a “high stress” regime.
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THE PORTUGUESE EXPERIENCE

@ [ Public accounts protected as much as possible }
Public support to BES/NB, BANIF and BPN Public support to BES/NB, BANIF and BPN
(in aggregate and absolute values) (in % of the assets of each bank - last
balance before the intervention)
14.0 92%

3.0 .
3.0 21%
BPN BANIF BANIF BES BES/NB
Public support Covered Public support Covered Public support . BPN . BAN'F BES/NB
in deposits in resolution deposits in resolution Nationalisation Resolution Resolution

nationalisation

' Moreover, where the Resolution Fund was used, some recovery will be obtained from Oitante and Novo Banco
. and the remaining amounts will be recovered through contributions paid by banks over time. The impact on

BANKING RESOLUTION: A SHORT INTRODUCTION
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Head of the Resolution Department
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FUNDO DE RESOLUGAO | Secretary-General
FUNDO DE GARANTIA DE DEPOSITOS | Secretary-General

jfreitas@bportugal.pt
www.bportugal.pt | www.fundoderesolucao.pt | www.fgd.pt

linkedin.com/in/joaoffreitas




	Banking resolution: �a short introduction
	Outline
	Banking resolution: origins and motivations
	Slide Number 4
	Slide Number 5
	The resolution framework in a nutshell
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	The institutional set-up in the Banking Union
	Slide Number 13
	Slide Number 14
	The Importance of planning and ensuring resolvability
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	The Portuguese experience: the cases of BES and BANIF
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	ObrigadO

