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One international example that brings together bank capital and resolution is the 

proposals by the UK’s Independent Banking Commission.  The Commission 

recommended a higher level of Tier 1 Capital of 10% for larger banks and that they 

hold further “bail-in” bonds that allow authorities, at the point of non-viability, to either 

write down those “bail-in” bonds or to convert to equity to recapitalise the distressed 

bank.  This brings total ability to absorb losses to at least 17%.1  Beyond this, 

authorities would have power to bail-in all other uninsured creditors in much the same 

way as proposed under OBR.  Depositor preference is also proposed for insured 

depositors, which would mean the deposit insurance scheme would take losses only 

after all other creditors have been wiped out.  

 

                      

 

                                                                                     

                                                                                         

                                                                                     

 

                                                                                    

                                                                                   

                                                                                  

 

 

 

 

 

Nick McNabb, Senior Analyst, Financial Markets, Growth and Public Services, 

917 6469 

Jo Hughes, Manager, Financial Markets, Growth and Public Services, 917 6221 

                                                
1 The Banking Commission settled on 17% since this would have been sufficient to absorb losses suffered by major 

banks in recent history (save Anglo Irish bank that by Commission estimates suffered losses of 39% of Risk 

Weighted Assets).  A higher limit of 20% would apply where banks do not have effective resolution and recovery 

plans (living wills) in place. 
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