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Reassessing Systemic Support for EU Banks 
Outlook changed to negative for 82 banks’ supported debt and deposit ratings 

Summary  

On 15 April 2014, the European Parliament voted to adopt the Bank Recovery and 
Resolution Directive (BRRD), establishing a new framework for managing troubled banks in 
the European Union (EU)1, as well as the Single Resolution Mechanism (SRM) regulation, 
which empowers a Single Resolution Board (SRB) to manage bank resolution in the euro 
area2. These texts complete the establishment of a Banking Union in Europe, envisioned as a 
key contributor to financial and broader economic stability in the region.  

As we have noted3, however, the new framework has negative credit implications that exceed 
the benefits of improved stability for senior unsecured creditors of EU banks. Indeed, the 
BRRD/SRM package seeks to alleviate the cost of bank failures for taxpayers at the expense of 
shareholders and unsecured creditors, with a very clear expectation that ‘bail-in’ will be 
utilized, if needed, as part of bank resolutions. We expect that Norway and Liechtenstein will 
enact legislation similar to the BRRD, with comparable negative credit implications for 
unsecured creditors of banks in those countries. 

Among the 267 banks that we rate in the EU, Norway and Liechtenstein, the ratings of 78 do 
not currently receive systemic support uplift. Of the remaining 189 banks, we changed the 
outlook on 82 supported ratings to negative on 29 May 2014. An additional 74 banks’ 
supported ratings already carry a negative outlook or are under review and, hence, have not 
been changed. Among the remaining 33 banks, we have changed outlooks to stable from 
positive for two, maintained stable outlooks for 18 and maintained positive outlooks for four, 
while nine banks are rated as branches of non-EU parent banks and hence unaffected by the 
BRRD/SRM package (see page 7 for more details).  

These outlook changes reflect our assessment that, with the BRRD/SRM now adopted and 
other aspects of the framework in development, the balance of risk has shifted to the downside 
for banks’ senior unsecured creditors. While our support assessments are unchanged for now, 
the probability has risen that we will revise them downwards. Should we determine that the 
probability of support has materially changed, we would expect to place affected issuers under 
review to consider their specific circumstances. As we continue to assess the new resolution 
framework’s implications for our systemic support considerations for these firms, we will take 
into account a variety of considerations including: 

                                                                        
1 The BRRD will be transposed into national laws by all EU member states by 31 December 2014. 
2 All countries participating in the Single Supervision Mechanism will be subject to the SRM regulation, namely all euro area members and potential opt-ins 
3 See: EU Banks: Agreed Resolution Framework Confirms Credit Negative Implications for Senior Unsecured Creditors, 16 April 2014 

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=170460
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_168466
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» Resolution authorities – supranational or national – continue to pursue a financial stability 
objective, and the risk of contagion after a bail-in of bank creditors has not been eliminated, 
which may influence the extent to which burden-sharing with senior creditors will occur; 

» The BRRD includes several carve-outs enabling national authorities to support troubled banks 
without burden-sharing even once the resolution process has been triggered;  

» The complexity associated with resolving large, cross-border banks will always be a challenge, and 
could limit the use of the bail-in tool in certain cases; and, 

» Losses for creditors under the new framework could be lower than those in past insolvency 
proceedings dampening the rating impact on senior unsecured debt or deposit ratings. 

This Special Comment details these various considerations as we assess systemic support for European 
banks, and provides an overview of the rating actions taken on 29 May 2014. 

Background 

The 2007-2009 global financial crisis led to a number of instances wherein governments intervened to 
support ailing banks, sometimes with heavy costs for taxpayers. As we have noted4, the weakening of 
several sovereigns’ financial profiles, together with the stated objective of avoiding the use of public 
funds in bank resolutions, has already led us to revise downwards our assessment of the likelihood of 
systemic support being provided to banks in some jurisdictions (for example, large US banks5, as well 
as institutions in Spain, Italy, and the UK) and to junior creditors more broadly.  

Since 2012, European Union (EU) authorities have been engaged in the establishment of a Banking 
Union which aims to improve financial system stability - and hence its ability to finance the real 
economy - through the harmonization of bank regulation, supervision and resolution across the region. 
The formal adoption of the Bank Recovery and Resolution Directive (BRRD) and the Single 
Resolution Mechanism (SRM) earlier this year marks another important step in this initiative, adding 
a common recovery and resolution framework to the already established Single Supervisory 
Mechanism (SSM) entrusted to the European Central Bank (ECB) and the single rule book, which 
falls under the purview of the European Banking Authority (EBA).  

The overarching goal of the new bank recovery and resolution framework established by the 
BRRD/SRM package is to break the linkages between national banking systems and sovereigns, which 
proved to be very harmful during the crisis. Indeed, the new framework is intended to enable 
authorities to resolve failing banks with a lower risk of triggering contagion to the broader financial 
system, while sharing the costs of resolution with bank shareholders and creditors. To achieve this 
objective, the BRRD includes explicit provisions for the bail-in of senior creditors where necessary. 
While the BRRD will be transposed into local laws by the end of 2014, the bail-in of senior creditors 
is not required to be brought into force until the beginning of 20166.  

Though burden-sharing with junior creditors has been common practice in EU bank resolutions in 
recent years and is now entrenched in the EU State Aid framework, the clearly stated aim of including 
senior unsecured creditors in any future burden-sharing, and the creation of a framework to allow that 
to be realized, marks an important - and widely anticipated- development, with clear (if as yet difficult 
to measure) negative implications for holders of senior unsecured bank debt in Europe. Further, the 
SRM Regulation, applicable only to euro area banks, creates a Single Resolution Board tasked with 
determining the ‘least cost’ path to resolve troubled banks. The existence of a central decision-making 

                                                                        
4 See Rising Risks, Receding Government Support, Cause Shift in Bank Credit Profiles, 18 December 2012 
5 See Moody’s Concludes Review of Systemically Important US Banks – Frequently Asked Questions, 14 November 2013 
6 The Ecofin might decide to accelerate implementation of the bail-in tool at its next meeting in June.  

This publication does not announce 
a credit rating action.  For any 
credit ratings referenced in this 
publication, please see the ratings 
tab on the issuer/entity page on 
www.moodys.com for the most 
updated credit rating action 
information and rating history. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_147334
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_160290
http://www.moodys.com/
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body with the means to fund at least part of a bank resolution provides a further limit on the potential 
involvement of national authorities in the management of troubled banks, making it more likely that a 
resolution process would be triggered and the bail-in tool used, to the detriment of senior unsecured 
creditors. 

In parallel with the new resolution framework, official sector efforts to reduce systemic risk have 
focused on improving the strength and resilience of banks through, first, an assessment of the financial 
condition of the 128 largest banks from the 18 euro area members; and, second, subjecting these entities 
to direct central supervisory oversight under the ECB-led Single Supervisory Mechanism (SSM).  The 
SSM is designed to harmonize supervisory standards and approach (as well as ‘exporting’ these standards 
to national supervisory authorities via the ‘Single Rule Book’).  The adoption and phased-in 
implementation of the Capital Requirement Directive (CRD IV) and Capital Requirement Regulation 
(CRR) also aims to make banks more resilient. 

We have included banks in Norway and Liechtenstein in the rating action of 29 May 2014. Although 
these countries are not EU members, we believe that public comments as well as the fact that Norway, in 
particular, has followed ‘best practice’ EU legislation in the past, indicate that authorities will look to 
introduce legislation or other tools that will likely include all or part of the mechanisms referred to above.  

Swiss banks’ ratings have been excluded from the rating action of 29 May 2014 because Switzerland is 
not an EU member state and there is a lower degree of certainty than in Norway or Liechtenstein that 
Switzerland will implement a fully fledged bank resolution and bail-in framework.  

Our approach to assessing systemic support – Joint Default Analysis 

Our Joint Default Analysis (JDA) framework is an important tool in our assessment of the likelihood that 
banks’ creditors would receive systemic support. To make this determination, we use a three-step process:  

» the first step is to identify the overall willingness of the national government to support bank 
creditors;  

» the second is to assess the capacity of public authorities to provide such support, as generally 
represented by the sovereign rating; and,  

» finally, we evaluate the probability that support would be extended to an individual bank’s creditors 
by assessing its size, market share, share of payment transactions, government ownership, etc.  

The probability of support being provided to the creditors of each bank is then considered together with 
the bank’s standalone rating (its baseline credit assessment) in determining final bank debt and deposit 
ratings.  

While the new resolution framework harmonizes and, for euro area banks centralizes, much of the 
decision-making, JDA assessments will remain an important input into our assessment given:  

» national governments still have the potential to, and strong interest in, providing support to local 
banking institutions – particularly those deemed ‘systemically important’ – to maintain them as 
going concerns; 

» the likelihood of support continues to hinge on the ability of national governments to rescue banks, 
even though an EU resolution fund will be established over time; and, 

» the size of the troubled bank, its market share and its government ownership remain valid 
considerations in evaluating the likelihood of systemic support. 
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Probability of support for senior unsecured creditors of European banks is likely to 
be lower, leading us to place negative outlooks on selected banks’ supported debt 
and deposit ratings 

Since the publication of the initial draft of the BRRD, we have expressed our view regarding the 
negative credit implications of the proposed resolution framework for senior unsecured creditors of EU 
banks7. Indeed, the new resolution framework is designed to maintain financial stability and to 
preserve systemically important banks as ‘going concerns’, while avoiding the use of public funds. To 
achieve this dual mandate, the Directive includes specific provisions to ‘bail-in’ junior and senior 
creditors to absorb losses/replenish capital as necessary.  

If we were convinced that the competing objectives of ensuring financial stability and protecting 
public funds would be fully met under all scenarios, we would logically withdraw all systemic support 
from affected banks’ ratings. At this stage, though, we are not yet persuaded that the new resolution 
framework achieves these two objectives fully, and continue to believe that there remains some 
meaningful probability that national public authorities would provide some form of support to certain 
troubled banks that would alleviate losses for senior unsecured creditors. The probability of such 
support provision varies between banks and is reflected in diverse systemic support uplifts embedded 
in assigned ratings. 

However, our decision to place a negative outlook on the supported ratings of many European banks 
reflects our assessment that, with the legislation underlying the new resolution framework now 
adopted and other aspects of the framework in development, the balance of risk for banks’ senior 
unsecured creditors has shifted to the downside. While our support assessments are unchanged for 
now, the negative outlook indicates that the probability has risen that we will revise them downwards 
to reflect the new framework, given that:  

» First, the BRRD provides a legal constraint on governments’ ability to provide support for failing 
banks. The framework includes a discrete set of processes and procedures that central resolution 
authorities will have to follow when managing the recovery and resolution of troubled banks, and 
these encourage the use of the bail-in tool as necessary in a majority of cases.  

» Further, for systemically important banks domiciled in SRM-participating countries, supervisory 
and resolution authorities will now be centralized, fundamentally changing the dynamics of the 
support decision. National authorities – governments and central banks – will no longer be the 
primary authority for the resolution of these firms. The ECB and the Single Resolution Board will 
have authority to initiate a resolution process and to decide on resolution actions, limiting the 
capacity for national governments to intervene in favor of bank creditors. 

Further considerations will be taken into account as we make firm-specific 
determinations 

We will take into account a range of considerations in our ongoing assessment of systemic support in 
the region. To this end, we will engage with European and national authorities to clarify these various 
elements over the coming months. 

                                                                        
7 For covered bonds, we have reflected the credit positive effect of the BRRD in our recent methodological update: Moody's Approach to Rating Covered Bonds. 

https://www.moodys.com/research/Moodys-Approach-to-Rating-Covered-Bonds--PBS_SF345822
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1. The use of bail-in by resolution authorities – whether supranational or national – is not guaranteed 
given that they continue to pursue a financial stability objective and the risk of contagion 
following a bail-in of bank creditors has not been eliminated 

We are not yet persuaded that the risk of contagion and destabilization of the financial system 
stemming from a bail-in of senior bank creditors has been eliminated by the new resolution framework 
to the point where we would have a high degree of confidence that authorities – whether national or 
supranational - would be emboldened to impose losses on creditors in all cases.  

Indeed, the BRRD includes several carve-outs that leave open the possibility for national authorities or 
the Single Resolution Board to implement a resolution that includes support for creditors. 

» For example, a sovereign can guarantee bank liabilities, guarantee liquidity facilities provided by 
the Central Bank, and inject capital in the context of a stress test or a similar exercise – although 
the EU Commission is tasked with assessing the need to maintain this disposition beyond 2016. 
While all state interventions that are not based on market terms are subject to the State Aid rules 
which mandate burden-sharing with shareholders and junior creditors as a precondition to the 
provision of state funds, that requirement does not apply to senior unsecured creditors.  

» Also, once in a resolution process, the resolution authority can opt to exclude certain liabilities 
from bail-in in order to avoid ‘widespread contagion’ and financial instability. However, this form 
of support is limited by the application of the ‘no creditor worse-off’ principle, which states that 
the exclusion of certain liabilities should be credit neutral for other creditors, and must be 
submitted to the European Commission for approval. 

Further, national authorities have been reluctant to bail-in senior creditors in cases of bank failures 
precisely to avoid the risk of contagion and preserve financial stability. Though public officials have 
clearly indicated their intention to include bail-in of senior creditors in future instances of bank 
resolution if necessary, we consider that, faced with a risk of contagion and potential repercussions for 
the real economy, they would be more likely than not to do whatever it takes to ensure financial 
stability. That is, we have little doubt that if national authorities were to fear contagion or damage to 
financial stability from a bail-in, their instinct would be to bail out. 

» Given that the resolution process laid out in the BRRD/SRM in and of itself could well lead to 
unwelcome consequences, governments may also consider seeking ways to provide support – 
including capital injections – outside of the EU framework, either as part of the resolution process 
or prior to its initiation. In practice, the circumstances in which they may be able to do so are not 
entirely clear, and it is, in any event, an option which requires that some conditions be met. 
Precautionary recapitalizations may be possible, but only where it can be demonstrated that the 
recipient institution complies with its capital requirements – which presumably means is likely to 
continue to do so for the foreseeable future. Governments would have to demonstrate to the 
European Commission that any intervention was made on commercial terms and conditions that 
did not fit the definition of State Aid as per existing guidelines. So there may be a route to take 
preventive action some way ahead of the point of non-viability being reached, where a problem 
has been identified, the resolution of which could be achieved without having to go through a 
complex formal resolution process. But the conditions attached to taking that route offer fertile 
ground for disagreement amongst the authorities and confusion amongst investors. 

» However, the extent to which governments in SRM-participating countries (primarily euro area 
countries) will be able to intervene remains uncertain. Indeed, banks in SRM countries will be 
supervised by the ECB and the resolution process will be driven by a Single Resolution Board 
which has the power to initiate a resolution on its own. 
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2. The complexity associated with resolving large cross-border banks has not been eliminated, which, 
without further far-reaching structural changes, might limit the use of the bail-in tool in certain 
cases 

Many EU banking organizations conduct business in several jurisdictions, including outside of the 
European Union. Further, banks often issue debt via various entities within the larger groups, and, in 
the event of a group failure, a decision would have to be taken as to which debt holders would have to 
be bailed in.  

The BRRD framework seeks to mitigate these complexities by requiring that resolution authorities 
prepare resolution plans in advance and in coordination with the banks themselves. However, we think 
that the resolvability of large, complex cross-border institutions is unlikely to be established from ‘day 
one’ and will always be a challenging process. In the US, authorities have developed a Single Point of 
Entry receivership model for implementing a bail-in of senior creditors at the holding company level. 
This approach benefits from the existing holding company/bank subsidiary structure. This banking 
structure is rather the exception than the norm in Europe, although structural reforms are being 
discussed8 which are intended to facilitate the resolution of large banks. However, the ultimate result 
of these reforms is uncertain at this stage, and, for now, we believe that the effective resolution of 
complex banking groups remains a very significant challenge for policymakers, and the likelihood of 
creditor bail-in difficult to predict in such cases.  

3. Losses for senior creditors subject to bail-in could be limited by several elements  

Resolution processes will be triggered ahead of insolvency proceedings – indeed, they are designed to 
avoid insolvency procedures for banks that resolution authorities would be eager to maintain as going 
concerns given their size and/or roles in the financial sector. We believe that early resolution could 
preserve a bank’s asset values somewhat, and that losses imposed on senior creditors under bail-in 
would therefore be lower than under insolvency proceedings, potentially dampening the rating impact 
on senior unsecured debt or deposit ratings.  

Some bank depositors could also face lower losses than other senior unsecured creditors in a resolution 
process. Indeed, the BRRD establishes a preference for deposits from SMEs and individuals – which 
could be excluded from a bail-in decision at the resolution authority’s discretion. Our ratings, 
however, reflect our assessment of the expected loss for the most risky deposits – non insured, non 
preferred deposits.  

Further, the degree to which senior unsecured creditors face any losses in a bail-in will depend not only 
on how much equity and subordinated debt a bank has relative to the size of any losses, but also on the 
amount of senior debt. 

» The BRRD specifies a minimum bail-in amount equivalent to 8% of a bank’s total liabilities 
including own funds, or 20% of a bank’s risk-weighted assets, before resolution funds and/or 
extraordinary public financial support can be provided. To ensure that the bail-in tool is 
enforceable, the resolution authority will require that banks issue some minimum amount of 
eligible securities, expressed as a percentage of total liabilities and own funds (so-called Minimum 
Requirement of Eligible Liabilities or MREL). 

» The implication of a bail-in for senior unsecured creditors will depend on the mix of capital, 
junior/hybrid and senior unsecured instruments that each bank has issued to meet this 
requirement. For instance, banks may decide to make up their MREL with a very large share of 

                                                                        
8 See Ban on Proprietary Trading for Systemically Important European Banks Would Be Credit Positive, 03 February 2014 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_163771
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own funds and junior/hybrid debt (equity, reserves, Tier 1 and Tier 2 instruments), which would 
limit potential losses for senior unsecured creditors. 

Another, indirect, consideration in this regard will be whether a troubled firm, using the prospect of 
bail-in, could negotiate a ‘market-based’ solution with existing creditors which might include a 
‘distressed exchange’ of outstanding unsecured liabilities at discounted but still better terms than they 
might receive in a bail-in scenario. 

Overview of the rating actions 

Countries affected: all European Union member states, Norway and Liechtenstein 

After transposition into national laws, the BRRD will be applicable in all 28 European Union member 
states. We currently rate banking institutions in 26 of these countries – exceptions are Estonia and 
Malta. 

In addition, we have also considered banks domiciled in Norway and Liechtenstein as we expect that 
these two countries will enact legislation similar to the BRRD.  

Banks whose ratings do not benefit from systemic support are not affected  

Among the 267 banks that we rate in the EU, Norway and Liechtenstein, 78 do not currently receive 
any uplift for systemic support. This can reflect a number of factors, including: (i) the bank’s 
standalone rating is on par with the government bond rating and hence the government would not 
have the capacity to support the bank beyond its current rating level; and (ii) we view the willingness 
of the government to provide support to the bank’s senior unsecured creditors to be limited and hence 
does not translate into rating uplift given, for instance, the bank’s low systemic importance. 

The rating outlooks for 82 banks have been changed to negative 

All 189 banks benefiting from systemic support uplift are affected by the new resolution framework. 
However a number (74) of these firms’ ratings already carry a negative outlook or are under review and 
hence, have not been changed (See Exhibit 1, below). For the vast majority of these firms, the negative 
credit implications of the BRRD come in addition to the drivers of pre-existing negative outlooks. 

» We changed 80 outlooks to negative from stable and two outlooks to negative from positive. 
This reflects the effect of the implementation of the BRRD and includes global systematically 
important banks for which we expect support to decrease from high to moderate levels, as well as 
non-systemically important banks where we expect support to decrease to low levels or to be 
removed entirely. For Allied Irish Banks, we only changed to negative the outlook on the Ba3 long 
term deposit ratings, while we maintained a stable outlook on the B1 long term debt rating.  

» We changed two outlooks to stable from positive. While the positive outlooks were previously 
driven by either an improvement of the bank’s standalone rating or an improvement in the 
government’s capacity to support – as reflected by a positive outlook on the government bond 
rating – the change to stable reflects the negative effect of the BRRD framework. 

» We maintained stable outlooks on 27 banks including: (i) 17 entities that are considered 
domestically important for which we already assess a moderate probability for systemic support 
and we do not expect this probability to decline to any material degree, even after full 
implementation of the BRRD; (ii) nine entities that are European subsidiaries (of non-EU parent 
banks) which we rate as branches using a credit substitution mechanism - therefore, the systemic 
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support uplift incorporated in these ratings reflects that received from non-EU home governments 
and is not affected by the BRRD framework; and (iii) one wind-down entity, Caisse Commerciale 
du Credit Immobilier de France (Baa2 stable; E/ca stable), which is already the recipient of 
systemic support and we consider that the support mechanism in place will not be modified after 
implementation of the BRRD. 

» We maintained four positive outlooks for domestically important banks where either the 
government’s capacity to provide support is increasing – as reflected in the positive outlook on the 
government bond rating – or the bank’s underlying credit strength is improving and we already 
factor in only modest support.  

EXHIBIT 1 

Rated EU banks benefiting from systemic support uplift (N=189) 

 New rating outlook  

Previous rating outlook  Positive Stable Rating under review Negative Total 

Positive 4 2   2 8 

Stable   27  80 107 

Rating under review    7  7 

Negative     67 67 

Total 4 29 7 149 189 
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A majority of EU bank ratings now carry negative outlooks 

From 39% before today’s rating actions, the share of EU bank ratings carrying negative outlooks or 
under review has now risen to 70%.  

EXHIBIT 2 

Overview of Moody’s rated banks’ outlooks in the EU, Norway and Liechtenstein 
Before today’s actions (N=267) 

 
Source: Moody’s Investors Service 

After today’s actions (N=267) 

 
 

 

EXHIBIT 3 

Country summary of bank rating outlooks in the EU, Norway and Liechtenstein 

  Negative 

Rating(s) 
Under 

Review Stable Positive Developing 
Grand 
Total 

After rating 
actions: 

%age 
Negative or 

under review 

Before rating 
actions: 

%age 
Negative or 

under review 

Austria 13 2 1 

  

16 94% 44% 

Belgium 4 

 

2 

  

6 67% 17% 

Bulgaria 3 

    

3 100% 100% 

Cyprus 

  

2 1 

 

3 0% 0% 

Czech Republic 4 

    

4 100% 25% 

Denmark 3 

 

3 1 

 

7 43% 14% 

Finland 4 

 

1 

  

5 80% 20% 

France 14 

 

3 

  

17 82% 24% 

Germany 19 3 11 1 

 

34 65% 29% 

Greece 1 

 

3 1 

 

5 20% 0% 

Hungary 7 

    

7 100% 100% 

Ireland 10 

 

3 

  

13 77% 46% 

Italy 19 

 

6 

  

25 76% 60% 

Latvia 2 

 

1 

  

3 67% 33% 

Liechtenstein 1 

    

1 100% 0% 

Lithuania 

    

1 1 0% 0% 

Luxembourg 2 

 

4 

  

6 33% 0% 

Netherlands 9 1 3 

  

13 77% 54% 

Norway 14 

    

14 100% 14% 

Negative
35%

Rating(s) 
Under 
Review
5%

Stable
57%

Positive
3%

Developing
0%

Negative
65%

Rating(s) 
Under 
Review
5%

Stable
28%

Positive
2%

Developing
0%
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Poland 7 

 

4 

  

11 64% 36% 

Portugal 6 

 

1 

  

7 86% 71% 

Romania 2 

 

1 

  

3 67% 67% 

Slovak Republic 3 

    

3 100% 67% 

Slovenia 

 

1 2 

  

3 33% 33% 

Spain 12 3 5 1 

 

21 71% 62% 

Sweden 5 

 

2 

  

7 71% 0% 

United Kingdom 10 2 17 

  

29 41% 38% 

Grand Total 174 12 75 5 1 267 70% 39% 

 

Treatment of government-related issuers (GRIs) 

BRRD is applicable to all credit institutions as defined in the Capital Requirements Directive (CRD 
IV). A number of GRIs are not considered credit institutions and hence are not affected by this rating 
action, e.g. Caisse Des Dépôts et Consignations (Aa1 negative), Cassa Depositi e Prestiti (Baa2 stable), 
Kreditanstalt fuer Wiederaufbau (Aaa stable) and SID Banka in Slovenia (Ba1 stable). 

Though they are considered credit institutions, we have excluded several GRIs which we rate using a 
credit substitution mechanism as they are directly guaranteed by their regional or national 
governments: Czech Export Bank (A1 stable), NRW.Bank (Aa1 stable), L-Bank (Aaa stable), LfA 
Foerderbank Bayern (Aaa stable), and Landwirtschaftliche Rentenbank (Aaa stable). 

Further, we have affirmed the long-term ratings and stable outlook of four Nordic GRIs. Municipality 
Finance plc in Finland (Aaa stable) and Kommuninvest i Sverige Aktiebolag in Sweden (Aaa stable) are 
guaranteed by their local governments. While the interaction between guaranteed debt and the bail in 
tool is not entirely clear, Moody’s does not currently believe that the likelihood of governments being 
able or required to bail in such debt is sufficiently high to warrant a negative outlook. Swedish Export 
Credit Corporation (SEK, Aa1 stable) in Sweden is already rated one notch below the Swedish 
sovereign, which reflects the fact that SEK is not currently guaranteed but could obtain a government 
guarantee for its funding. Kommunalbanken AS in Norway (Aaa stable) benefits from a comfort letter 
from the Norwegian government. Moody’s does not believe that the Norwegian government, when it 
enacts legislation similar to the BRRD, will do so in a manner that would prevent it from continuing 
to support the entities it sees as closest to the government, including Kommunalbanken. 

Banking system outlooks 

Our Banking System Outlooks (BSOs) are generally prepared annually and represent our forward-
looking view on credit conditions in a given country, including the systemic support environment, for 
bank creditors. Given that the rating outlooks for the majority of rated banks in many countries are 
now negative, we will be changing the Banking System Outlooks for these jurisdictions to negative as 
well. 
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