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European Banking Union
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Single Supervisory

Mechanism (SSM)

Deposit Guarantee

Scheme (DGS)
Single Resolution 

Mechanism (SRM)

The SSM comprises the ECB

and the national supervisory

authorities of the participating

countries.

Its main aims are to:

 ensure the safety and 

soundness of the European 

banking system;

 increase financial 

integration and stability;

 ensure consistent 

supervision.

In 2014, the EU adopted the

Bank Recovery and

Resolution Directive (BRRD)

Adressing the ´too big to fail´

problem of banks.

The Single Resolution Fund is

an essential element of the

SRM which manages

resolution of Credit institutions

and certain investment firms

within the 19 Participating

Member States. In 2016, 3762

institutions were in the scope

of the Fund.

In 2014, the EU adopted the

Directive on DGSs (DGSD).

EU countries must ensure a

harmonised level of

depositor protection.

DGSs set up and officially

recognised in 1 EU country

must cover the depositors at

branches of their members

in other EU countries.

Principle of resolving bank

failures with the use of funds

provided by financial

institutions, and not by tax-

payers.

European Banking Union │ SSM, SRM, DGS
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SSM │ Supervisory Review and Evaluation Process

 Directly supervised banks

The ECB directly supervises the 124 significant banks. These banks 

hold almost 82% of banking assets in the euro area.

 Indirectly supervised banks

Banks that are not considered significant are known as “less 

significant” institutions. They continue to be supervised by their 

national supervisors, in close cooperation with the ECB.

Source: ECB – Banking Supervision, 2016

SSM SREP Methodology Booklet
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SRM │ Single Resolution Fund (SRF)

Source: Single Resolution Board, May 2016

Single Resolution Fund

 The Fund will be built up during the first eight years (2016 - 2023) and 

shall reach at least 1 % of covered deposits (some 55 bn €).

 The Fund is financed from ex-ante contributions paid annually at 

individual (solo) level by all credit institutions and some investment 

firms established in the 19 Member States participating to the SRM.

 The Single Resolution Board (SRB) is responsible for the calculation 

of the ex-ante contributions.

 The NRAs are responsible for the collection and transfer of 

contributions from the entities located in their respective territories to 

the Fund.

 Where the available financial means are insufficient to cover the 

losses or costs incurred by the use of the Fund, additional ex-post 

contributions should be collected.
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SRM │ Single Resolution Fund (SRF)

Source: Single Resolution Board, May 2016

Single Resolution Fund

Within the resolution scheme, the SRF may be used only to the extent 

necessary to ensure the effective application of the resolution tools, as a 

last resort, inter alia:

 to guarantee the assets or liabilities of the institution under resolution;

 to make loans to, or 

 to purchase assets of the institution under resolution;

 to make contributions to a bridge institution and and asset 

management vehicle; 

 to pay compensation to shareholders or creditors who incurred 

greater losses than under normal insolvency proceedings and;

 to make a contribution to the institution under resolution in lieu of the 

write-down or conversion of liabilities of certain creditors under 

specific conditions.
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SRM │ Single Resolution Fund (SRF)

Source: Single Resolution Board, May 2016

Single Resolution Fund

The SRF shall not be used directly to absorb losses or to recapitalise an 

institution. In exceptional circumstances, where an eligible liability or 

class of liabilities is excluded or partially excluded from bail-in, a 

contribution from the SRF may be made to the institution under 

resolution under two key conditions, namely:

 Bail-in of at least 8%: a contribution to loss absorption and 

recapitalisation totalling not less than 8% of the total liabilities 

including own funds of the institution under resolution has already 

been made 

 by shareholders, the holders of relevant capital instruments and other 

eligible liabilities through write-down, conversion or otherwise

 Contribution from the SRF of maximum 5%: the SRF contribution 

does not exceed 5% of the total liabilities including own funds of the 

institution under resolution.
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SRM │ MREL

Source: Federal Ministry of Finance, Germany, March 2016

Single Resolution Fund

MREL – Minimum Requirements for Own Funds and Liabilities

eligible for bail-in 
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DGS │ Single Resolution Fund

 Scope of protection

 Claims for compensation are limited to €100,000 per person and 

per bank. 

 In addition, depositors are legally entitled, for a period of at least 

six months after paying in deposits, to compensation up to an 

amount of €500,000 (THC-Temporary High Balances) if the 

deposits resulted from certain life events such as the purchase of 

a private residential property, marriage or an employee severance 

payment.

 Ex-Ante contribution up to a target level of 0,8% of covered 

deposits until 2024.

 Contribution calculated on a risk based method (EBA Guidelines).

 The DGS must meet depositors’ claims for compensation within 

seven working days.

 Higher transparency - information about Deposit protection.
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DGS │ European Deposit Insurance Scheme (EDIS)

In November 2015 the EU Commission proposed to set up a European 

deposit insurance scheme (EDIS) in the euro area. The EDIS proposal 

builds on the system of national deposit guarantee schemes (DGS). 

The scheme will develop in different stages and the contributions of 

EDIS will progressively increase over time. At the final stage of the EDIS 

set up, the protection of bank deposits will be fully financed by EDIS, 

supported by a close cooperation with national DGS.
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German Experience

2
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Banking EnvironmentComplexity

Bank

Financial 
markets, 

Interest rate 
environment,

fx rates

Capital 
market,

Shareholder,

Stakeholder

Economic
cycle,

Technology

Business 
model, 

Risk,

Reputation

Government

State, 

legal and
judicial

environment

…

Regulator,

Supervisor,
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Customer
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Competition
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Bank | Complexity

Financial Profile Business Profile

personnel

costs

markets

controlling
internal audits

strategy

branches

economies of

scale

risk appetite

products
services

impairments

administration
costs

equity

liabilities

staff …

IT

ROE

…
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GermanyFinancial Market Crisis

Source: Bundesbank Monthly Report September 2014

 Depositor Protection

 Financial Market Stability
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Structure | Financial Safety Net

mandatory
system

voluntary
system

relevant 
parties

 risk management

 processes

 risk-based methods

 validation

 payout support

 SCV data file
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Compensation Scheme | German Private Banks

The Entschädigungseinrichtung deutscher Banken GmbH was entrusted

by the Ministry of Finance with the task of running the statutory deposit

guarantee and investor compensation scheme for the private banks in

Germany. As an ‘entrusted compensation scheme’, the EdB performs a

public – and thus sovereign – function. It is subject to supervision by the

German Financial Supervisory Authority (BaFin).

EdB: mandatory scheme, 

funding/contributions regulated by public law 
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Mandatory and Voluntary Scheme | different legal basis, 
but with financial interdependencies

ESF: voluntary scheme, 

funding/contributions regulated by 

charter under private law

The protection extends to all deposits held by non-banking institutions

(i.e. private individuals, business enterprises, public bodies). For almost

all depositors, this concept means virtually full protection for all deposits

at private commercial banks.

EdB: mandatory scheme, 

funding/contributions regulated by 

public law 
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Voluntary system | 

application assessment

shareholder assessment

on side audits

 every 2-5 years

continous risk monitoring

in-depth risk monitoring

resolution support

compensation support

risk limitation

voluntary restrictions

exclusions procedure

annual rating

monitoring
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 Adequate Financial Means

 Ex-ante Fund

 Risk based Contribution

 Identification of Depositor

 Covered Deposits, Data

 Payout Period

 Voluntary Self-Commitment

 Prompt Corrective Measures

Limitation of deposits

Capital measures

Governance Measures

Risk reducing

Time for Restructuring

 Task Force

 Resolution

Guarantees

Shareholder Position

DIS Bank

 On-side Audits

 Risk Identification, Monitoring

 Risk adverse Incentives 

Deposit Protection | Preparedness Pyramid
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External Monitoring | Ratingreport 
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External Monitoring | Annual Statistic, Riskomonitor - Benchmark
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Internal Monitoring | Risk Management

continous monitoring
 FINREP, COREP

intensive care 
 monitoring risk limitation and self-commitments

 task force

continous monitoring / Rating
 quarterly financial data

 Management dialogue
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Be prepare!

Payouts Recovery EdB (mandatory system):

43%

Payouts Recovery ESF (voluntary system):

72% - 91%
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T H A N K

Y O U
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