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 9 Other Systemically Important Institutions in Europe 

Preventing and mitigating systemic risk at a domestic level 

Since 1 January 2016, credit entities have had to start to comply with their capital buffers for global 

systemically important institutions (G-SIBs) and/or for other systemically important institutions (O-SIIs) at 

a domestic level, as the case may be. 

The EBA released its final framework for O-SIIs on 16 December 2014. It is broadly an adaptation of the G-

SIB methodology of the BCBS - with some differences - and broadly consistent with it. It is composed of four 

equally-weighted indicators (size, importance of the entity for the domestic economy, complexity including cross-

border activity and interconnectedness) that provide a score for each entity. If a bank exceeds the 350bp 

threshold (the range is from 275bp to 425bp), it is automatically designated as an O-SII. 

On the one hand, national authorities use their supervisory judgement to include also banks that are below 

the cut-off score as O-SIIs and to set, in any case, the O-SIIs capital buffer from 0% to 2% at the highest 

consolidated level. On the other hand, they have national discretion to set a 0% buffer for entities that exceed 

the quantitative limit. As a consequence of that, two banks with exactly the same systemic score that operate in 

two different EU markets might be subject to different capital surcharges. 

The O-SII buffer might or might not be added to the G-SII buffer and to the systemic risk buffer (SRB)
5
, and the 

ECB is empowered
6
 to raise (but not to lower) the O-SII buffer for the banks of the Member States supervised 

by the Single Supervisory Mechanism - and of the non-Member States that would like to adhere to it. 

In Europe, there is some heterogeneity in establishing the O-SIIs’ buffer, as shown in Table 1. Fifteen 

countries have identified eighty-five O-SIIs in 2015-16. Twelve of the fifteen countries have also established the 

O-SIIs’ buffers for 2016 and six of the twelve have combined the O-SII buffer with the SRB buffer. Two issues 

should be noted: i) there is national discretion to apply 0% buffers to entities that exceed the quantitative 

threshold (two Spanish and three Italian banks) and supervisory judgment to designate O-SIIs that do not 

exceed it (Czech Republic and Belgium) have been applied, and ii) the German and French authorities have 

not yet completed the identification of their O-SIIs and their respective capital buffers for 2016. 

Table 1 

Empirical evidence: Identification of European O-SIIs and capital buffers notified 

  
Source: BBVA Research based on ESRB and national authorities. Data as of 25 January 2016. **SVB: Systemic Vulnerability Buffer 

                                                                                                                                                            
5: Accumulation capital buffer rules: i) at consolidated level: max (G-SII buffer, O-SII buffer); ii) a banking group can be subject to G-SII and O-SII buffers: 
G-SII buffer (consolidated level) + O-SII buffer (sub-consolidated or subsidiary); iii) if G-SII buffer, O-SII buffer and SRB apply at the same level: iii.a) SRB 
covers domestic and cross-border exposures: max (G-SII buffer, O-SII, SRB); iii.b) SRB covers only domestic exposures: SRB + max (G-SII, O-SII). The 
SRB is a discretionary buffer that applies to portfolios or sectors. 
6: OJEU. COUNCIL REGULATION (EU) No 1024/2013 of 15 October 2013. 

https://www.eba.europa.eu/documents/10180/930752/EBA-GL-2014-10+(Guidelines+on+O-SIIs+Assessment).pdf
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DISCLAIMER 

This document has been prepared by BBVA Research Department. It is provided for information purposes only and 

expresses data, opinions or estimations regarding the date of issue of the report prepared by BBVA or obtained from or 

based on sources we consider to be reliable and have not been independently verified by BBVA. Therefore. BBVA offers 

no warranty, either express or implicit, regarding its accuracy, integrity or correctness. 

Estimations this document may contain have been undertaken according to generally accepted methodologies and 

should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no 

guarantee of future performance. 

This document and its contents are subject to changes without prior notice depending on variables such as the economic 

context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any 

interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, 

commitment or decision of any kind.  

In regard to investment in financial assets related to economic variables this document may cover, readers should be 

aware that under no circumstances should they base their investment decisions in the information contained in this 

document. Those persons or entities offering investment products to these potential investors are legally required to 

provide the information needed for them to take an appropriate investment decision. 

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, 

distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or 

process, except in cases where it is legally permitted or expressly authorised by BBVA. 
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