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PREFACE

On 7 October 2016, the research groups Business & Law and Government & Law 
of the University of Antwerp organised a study event on the Single Resolution 
Mechanism or SRM. Th is study event’s aim was to take stock of this new regime 
relating to the resolution of banks in the Eurozone aft er the fi rst months of 
application. Th is book is the direct result of that study event.

Th e SRM constitutes the second pillar of the so-called Banking Union; the 
fi rst pillar being the Single Supervisory Mechanism or SSM.1 Th e SRM is 
complementary to the SSM. While the SSM aims to reduce the risk of bank 
failure, by unifying the supervision of banks, the SRM increases the likelihood 
that a bank has been made “safe to fail”, if it is likely to fail, and reduces the risk 
that governments might have to bail out a bank, were it to actually fail.

Th e SRM is built around the Single Resolution Board, or SRB, a newly 
established independent European agency with legal personality. Th e SRB is 
responsible for the SRM’s eff ective and consistent functioning. Th is involves 
the responsibility to draw up resolution plans and to adopt all of the decisions 
relating to resolution for the institutions that are within its purview. Th e actual 
execution of the resolution scheme adopted must be closely monitored by the 
SRB, but it is carried out by the national resolution authorities. Th e SRB is also 
in charge of the so-called Single Resolution Fund, which comprises a European 
pool of money that is transferred from domestic resolution funds, fi nanced by 
the banking sector and is set up to ensure that medium-term funding support is 
available while a credit institution is being restructured.

As of 1 January 2016, both the SSM and the SRM function alongside each other; 
there are various interrelations between both mechanisms. One example of this 
is the assessment of the conditions for resolution of a signifi cant bank or banking 
group, in which both the ECB (as a key actor in the SSM) and the SRB have roles 
to play. Th ree conditions apply here. Firstly, a bank should be failing or likely to 
fail. Th is assessment is made by the ECB, although the SRB can take the decision 
as well under certain circumstances. In both events, the other authority will be 

1 On the SSM, we organised a study event in 2015, resulting in the book R. Houben and W. 
Vandenbruwaene (ed.), Het nieuwe bankentoezicht – Th e New Banking Supervision, Antwerp-
Cambridge, Intersentia, 2016, 261p.
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consulted. Secondly, there should be no reasonable prospect that private sector 
measures would prevent the bank’s failure within a reasonable timeframe; this is 
assessed by the SRB only. Th irdly, the resolution action must be necessary in the 
public interest, as determined by the SRB.

At the time of writing of this introduction, the SRB just adopted its fi rst major 
resolution decision, which also illustrates the aforementioned close collaboration 
between the ECB and the SRB. On 7  June 2016, the Single Resolution Board 
(SRB), making use of the sale of business tool to transfer shares, decided to 
transfer all shares and capital instruments of Banco Popular Español S.A. 
(Banco Popular) to Banco Santander S.A (Santander) for the amount of 1 Euro. 
As a result, Banco Popular operates under normal business conditions as a 
solvent and liquid member of the Santander Group, as of 7 June 2017. Th e SRB’s 
intervention was deemed necessary to save Banco Popular’s business. Due to 
its stressed liquidity situation, the European Central Bank (ECB) had decided, 
on 6  June 2017, that Banco Popular was “failing or likely to fail” and notifi ed 
the SRB accordingly. Immediately thereaft er, the SRB and the Spanish national 
resolution authority decided that the sale was in the public interest, given that it 
protects all depositors of Banco Popular and ensures fi nancial stability in Spain 
and Portugal, in which Banco Popular owns a subsidiary. Th e resolution scheme 
entered into force on 7  June 2017, following the endorsement by the European 
Commission. Elke König, Chair of the SRB, stated that the decision taken 
“safeguards the depositors and critical functions of Banco Popular. Th is shows 
that the tools given to resolution authorities aft er the crisis are eff ective to protect 
taxpayers’ money from bailing out banks”.

In view of these recent developments, the publication of this book, off ering the 
fi rst analysis and insights into the SRM, could not have been more timely. We 
wish the reader a good read and hope they discover a lot of inspiration.

Prof. Dr. Robby Houben Dr. Werner Vandenbruwaene
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