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Financial crises - recurring theme throughout history
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With direct consequences...

Public capital support 2008-2014 as percentage to GDP 2008
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Sources: European Commission ("State Aid Scoreboard 2015”), Eurostat

2/ RIKSGALDEN

H SWEDISH NATIONAL DEBT OFFICE



...and indirect consequences

Average effects on selected macroeconomic variables after a financial crisis

Rise in unemployment 7
Decline in output 9
Decline in real housing prices 36
Decline in equity prices 56

Rise in real value of government debt 86
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Source: Reinhart and Rogoff (2009)
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A framework for failing banks is necessary
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Preparing Swedish banks for resolution

+ Resolution plans adopted and MREL set for
all Swedish institutions as of 1 Jan 2018

« 10 out of 162 institutions need full-scale
resolution plans and MREL requirements

* MREL ensures that banks can bear losses
and be re-capitalised without resort to
public funds

- Market expectations of public support have
decreased

+ Implementation of BRRD has enhanced
financial stability in Swden

Effect of
MREL

Capital
requirements
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Making banks and the system resolvable

Develop
policies and
routines

 Authorities and
policymakers

Adjust funding

and processes [IEES Resolvability
Improve
olelojolsIE:TifolaW=1le M  « Authorities and banks

dialogue
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A dynamic landscape

Nordea has decided to re-locate to Finland

Business and balance sheet in Sweden unaffected:
risks and vulnerabilities remain

Less influcene for Swedish authorities ex-ante and
IN a crisis scenario

If lower bulwarks, risks increase and stability is
reduced
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