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Bail-in: the principles

• general principle: prior to any state aid to a bank in the EU, its 
creditors must participate in »burden sharing« through either a 
conversion into equity or a write-down of their claim’s principal

• consultation: 30 March 2012: EC distributes to a selected group of 
financial institutions a discussion paper posing a series of questions 
regarding their views on possible bail-in principles and practices

• guidelines: 1 August 2013: EC Banking Communication, Official 
Journal of the EU C216:1-15, 30 July 2013

• directive: 15 May 2014: EU Bank Recovery and Resolution Directive 
(BRRD / Directive 2014/59/EU), Official Journal of the EU L173:190-
348, 12 June 2014

• Official Journal of the EU:
series L: EU legislation
series C: documents of the EU institutions, bodies and agencies
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Bail-in: the (very diverse) practices

• Netherlands – February 2013
(SNS Reaal):
- shareholders and subordinated 
bondholders are wiped out without 
compensation
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Bail-in: the (very diverse) practices

• Netherlands – February 2013
(SNS Reaal):
- shareholders and subordinated 
bondholders are wiped out without 
compensation

• but: in July 2013, the Dutch authorities 
offer to holders of the 2003 issue that 
was offered also over-the-counter, i.e. 
to non-professional investors, a full 
compensation of their claim (nominal 
value plus interest)
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Bail-in: the (very diverse) practices

• Netherlands – February 2013
(SNS Reaal):
- shareholders and subordinated 
bondholders are wiped out without 
compensation

• but: in July 2013, the Dutch authorities 
offer to holders of the 2003 issue that 
was offered also over-the-counter, i.e. 
to non-professional investors, a full 
compensation of their claim (nominal 
value plus interest)

• 97% of these 
holders accept
the offer
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Bail-in: the (very diverse) practices

• Netherlands – February 2013
(SNS Reaal):
- shareholders and subordinated 
bondholders are wiped out without 
compensation ... 
... but non-professional 
investors are then 
compensated in full

• 19 December 2013: EC 
issues final decision "not 
to raise objections" to the 
performed restructuring, 
thus declaring it compliant 
with state aid rules
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Bail-in: the (very diverse) practices

• Cyprus – March 2013
(Bank of Cyprus):
- shareholders are diluted through 
state recapitalization at share price 
at 1% of the nominal value
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Bail-in: the (very diverse) practices

• Cyprus – March 2013
(Bank of Cyprus):
- shareholders are diluted through 
state recapitalization at share price 
at 1% of the nominal value
- all bonds and deposits exceeding 
100,000€ (to the extent of 47% of 
the amount exceeding 100,000€) 
are converted into shares, 
receiving per 1€ of claim one share 
with nominal value of 1€ and book 
value (at that time) of 0.61€
- the shares are (re-)listed at the 
Cyprus stock exchange on 16 
December 2014, and are currently 
trading at ~0.20€ per share
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Bail-in: the (very diverse) practices

• Cyprus – March 2013
(Bank of Cyprus):
- shareholders are diluted by ~99%
- all bonds and deposits exceeding 100,000€ (to the extent of 47% 
of the amount exceeding 100,000€) are converted into shares ...

• ... but to this date, EC has 
not published its official 
position on the performed 
restructuring, and the EC 
DG COMP database
contains no entry for 
"Bank of Cyprus" or "BoC"
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Bail-in: the (very diverse) practices

• Spain – March 2013
(Bankia, Banko Gallego, Catalunya 
Banc, NCG Banco):
- shareholders are diluted through 
state recapitalization at share price at 
1% of the nominal value (achieved by 
reverse stock split and renomination of 
shares to the pre-split nominal value)
- holders of perpetual bonds are 
subject to 36-50% haircut (i.e., they 
retain 50-64% of their original claim)
- holders of subordinated bonds with 
maturity are subject to 11-15% haircut 
(i.e., retain 85-89% of their claim).
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Bail-in: the (very diverse) practices

• Spain – March 2013
(Bankia, Banko Gallego, Catalunya Banc, NCG Banco):
- shareholders are diluted by ~99%
- holders of perpetual bonds retain 50-64% of their claim, and 
holders of subordinated bonds with maturity 85-89% of their claim

• 28 November 2012 (Bankia),
25 July 2013 (Gallego),
20 June 2014 (NCG),
17 Dec. 2014 (Catalunya): 
EC issues final decision 
"not to raise objections" to 
the performed restructuring, 
thus declaring it compliant 
with state aid rules
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Bail-in: the (very diverse) practices

• Austria – September 2013
(Hypo Alpe Adria Group):
- the state as the only 
shareholder recapitalizes the 
bank (it was nationalized in 
2009, when the state 
acquired all shares at 1€
per share)
- but subordinated bondholders
retain their claims in full 

• 3 September 2013: 
EC issues final decision 
"not to raise objections" to 
the performed restructuring, 
thus declaring it compliant 
with state aid rules
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Bail-in: the (very diverse) practices

• Italy – November 2013
(Monte dei Paschi di Siena):
- shareholders are diluted by ~90%
- but subordinated bondholders 
retain their claims in full
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Bail-in: the (very diverse) practices

• Italy – November 2013
(Monte dei Paschi di Siena):
- shareholders are diluted by ~90%
- but subordinated bondholders 
retain their claims in full

• 27 November 2013: EC declares that 
"the public support granted for the 
restructuring [in the form of 3.9 bn €
of state recapitalization and 13 bn €
of state guarantees] is in line with EU 
state aid rules"
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Bail-in: the (very diverse) practices

• Slovenia – 18 December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• 18 Dec. 2013 (NLB, NKBM, 
Probanka, Factor banka),
18 August 2014 (Abanka):
EC issues final decision 
"not to raise objections" to 
the performed restructuring, 
thus declaring it compliant 
with state aid rules
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Bail-in: the (very diverse) practices

• Austria – February 2014 (Hypo Alpe Adria Group):
- as estimates show the granted state aid will not be sufficient to 
sustain regulatory capital adequacy, the finance minister calls for 
bail-in of hybrid bonds
- but the central bank 
governor objects: 
"Austria should not 
demand creditors of 
Hypo to take a haircut 
on the bank's debt!"
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Bail-in: the (very diverse) practices

• Austria – August 2014 (Hypo Alpe Adria Group):
- the ministry of finance drafts,
and the national parliament enacts
a lex specialis on reorganisation of 
Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn €
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Bail-in: the (very diverse) practices

• Austria – August 2014 (Hypo Alpe Adria Group):
- the ministry of finance drafts,
and the national parliament enacts
a lex specialis on reorganisation of 
Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn €

• but: in July 2015, the Austrian
Constitutional Court overturns
HaaSanG ...



Better Finance 
General Assembly Meeting,
Paris, France, 14 Dec 2015

Bail-in: the (very diverse) practices

• Austria – August 2014 (Hypo Alpe Adria Group):
- the ministry of finance drafts,
and the national parliament enacts
a lex specialis on reorganisation of 
Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn €

• but: in July 2015, the Austrian
Constitutional Court overturns
HaaSanG, with its president 
declaring: "Claims of investors
cannot simply be declared 
to have been extinguished!"
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Bail-in: the (very diverse) practices

• Portugal – August 2014 (Banco Espirito Santo):
- the bank is split into a good bank (named Novo Banco) and a bad 
bank (retaining the name Espirito Santo)
- existing shareholders and subordinated bondholders remain 
shareholders and bondholders of the bad bank, respectively 
- the state recapitalizes the 
good bank and becomes 
its sole shareholder
- depositors and senior 
bondholders have their 
claims to the good bank

• 3 August 2014: EC issues 
the decision "not to raise 
objections" to the 
performed restructuring
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Bail-in: the (very diverse) practices

• Ireland – April 2015 
(Permanent TSB):
- the bank is recapitalized 
by the state, with the existing 
shareholders diluted by >90%
- but subordinated bondholders 
retain their claims in full
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Bail-in: the (very diverse) practices

• Ireland – April 2015 
(Permanent TSB):
- the bank is recapitalized 
by the state, with the existing 
shareholders diluted by >90%
- but subordinated bondholders 
retain their claims in full

• 9 April 2015: EC declares 
that "the restructuring aid
granted by Ireland to 
Permanent TSB is in line 
with EU state aid rules"
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Bail-in: the (very diverse) practices

• Italy – July 2015 
(Banca Romagna Cooperativa)
- the bank is recapitalized 
by the state, with the existing 
shareholders diluted by >90%
- but subordinated bondholders,
while formally wiped out, are
immediately reimbursed in full
by the national deposit guarantee
insurance fund to "preserve the 
reputation of the banking sector"
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Bail-in: the (very diverse) practices

• Italy – July 2015 
(Banca Romagna Cooperativa)
- the bank is recapitalized 
by the state, with the existing 
shareholders diluted by >90%
- but subordinated bondholders,
while formally wiped out, are
immediately reimbursed in full
by the national deposit guarantee
insurance fund to "preserve the 
reputation of the banking sector"

• 18 July 2015: EC declares that
the "liquidation measure in favour 
of a small Italian bank Banca 
Romagna Cooperativa is 
compatible with EU state aid rules"
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Bail-in: the (very diverse) practices

• Italy – November 2015 
(Banca Etruria, Banca Marche, 
Cassa di Risparmio di Ferrara,
Cassa di Risparmio di Chieti)
- each bank split into good and bad
- shareholders and subordinated 
bondholders remain in the bad bank
- state recapitalizes the good bank
- depositors and senior bondholders 
transfer their claims to the good bank

[...]
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Bail-in: the (very diverse) practices

• Italy – November 2015 
(Banca Etruria, Banca Marche, 
Cassa di Risparmio di Ferrara,
Cassa di Risparmio di Chieti)
- each bank split into good and bad
- shareholders and subordinated 
bondholders remain in the bad bank
- state recapitalizes the good bank
- depositors and senior bondholders 
transfer their claims to the good bank

• 22 November 2015: EC declares 
that it "has approved the resolution 
plans of [these] four small Italian 
banks under EU state aid rules"
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Bail-in: the (very diverse) practices

• Italy – November 2015 (Banca Etruria, Banca Marche, 
Cassa di Risparmio di Ferrara, Cassa di Risparmio di Chieti)
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Bail-in: the (very diverse) practices

• Italy – November 2015 (Banca Etruria, Banca Marche, 
Cassa di Risparmio di Ferrara, Cassa di Risparmio di Chieti)
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Bail-in: the (very diverse) practices

• Greece – November 2015 
(NBG, Piraeus Bank)
- NBG offers hybrid and subordinated 
bondholders a voluntary
conversion into equity (at 50%
and 80% of the claim, respectively)
- Piraeus offers hybrid and subord.
bondholders a choice between
conversion into equity (at 50%
and 80% of the claim, respectively),
or cash outpayment (at 9% of the
claim for perpetual bonds and 
43% for bonds with maturity)
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Bail-in: the (very diverse) practices

• Greece – November 2015 
(NBG, Piraeus Bank)
- NBG offers hybrid and subordinated 
bondholders a voluntary
conversion into equity (at 50%
and 80% of the claim, respectively)
- Piraeus offers hybrid and subord.
bondholders a choice between
conversion into equity (at 50%
and 80% of the claim, respectively),
or cash outpayment (at 9% of the
claim for perpetual bonds and 
43% for bonds with maturity)

• 29 November 2015: EC declares 
that it "has approved additional
state aid of 2.72 bn € to Piraeus 
Bank under EU state aid rules"
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Slovenian bail-in: the harshest treatment so far

• Slovenia – December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• NLB, NKBM, and Abanka were, and still are, the systemic banks in 
Slovenia

• The state was the majority shareholder in NLB and NKBM, and 
indirectly in Abanka, and held a controlling stake in them throughout 
their existence, i.e. ever since Slovenia's independence in 1991
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Slovenian bail-in: the harshest treatment so far

• Slovenia – December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• The state also had a deposit in all of them in December 2013 
(1356 mn € in NLB, 822 mn € in Abanka, 361 mn € in NKBM), and 
the national Companies Act dictates in its Art. 498 that "in bankruptcy 
procedure or compulsory settlement, a loan made by the majority 
owner shall be considered to form assets of the company"

• The national Banking Law did not override this article, and further 
stated in its Art. 318 that "a bank cannot be subject to 
compulsory settlement", meaning that compulsory write-down of 
its creditors claims was explicitly forbidden

• The prospectus of all these banks' subordinated bonds with maturity 
stated that "risk of loss can only materialize in the case of the 
bank's bankruptcy"
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Slovenian bail-in: the harshest treatment so far

• Slovenia – December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• Several issues of subordinated bonds with maturity were offered 
over-the-counter, with bank clerks proposing them as an "equally 
safe, yet more flexible alternative to deposits, as 
they can also be sold on the stock 
exchange if the need arises"

• In the largest such issue by NLB, 
the 26th issue (NLB26), the handout 
explicitly stated that the "risk of loss 
can only materialize in the case 
of the bank's bankruptcy" ... 
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Slovenian bail-in: the harshest treatment so far

• Slovenia – December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• Several issues of subordinated bonds with maturity were offered 
over-the-counter, with bank clerks proposing them as an "equally 
safe, yet more flexible alternative to deposits, as 
they can also be sold on the stock 
exchange if the need arises"

• ... and the same statement was 
repeated in the Q&A document for
the customers who asked for more 
information ... 
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Slovenian bail-in: the harshest treatment so far

• Slovenia – December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):
- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

• Several issues of subordinated bonds with maturity were offered 
over-the-counter, with bank clerks proposing them as an "equally 
safe, yet more flexible alternative to deposits, as 
they can also be sold on the stock 
exchange if the need arises"

• ... and even for those who read the
whole 80-page prospectus, the risk
of loss was declared as limited to
the case of NLB entering bankruptcy
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