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Agenda
• Valuations – Journey so far
• Role of Independent Valuers in a Resolution:

• Valuation stages
• Valuation timeline
• Expectation of Banks:

• EU Requirements
• UK Principles
• UK Considerations

• RCU Update
• Next Steps
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Valuations – Journey so far
June 2018
UK BoE publishes
policy on
Valuations

Feb 2020
RCU host IDW
on Valuations

June 2020
RCU issues operational
relief measures,
including postponement
to Valuations

Dec 2020
SRB’s Valuation Data
Set released as part
of EBA Data
Dictionary

May 2021
BoE update
Valuation policy

2021

2020

April 2020
EU SRB publishes
Valuation
expectations policy

Sept 2020
FSRCC approve
RCU approach to
Valuations

June 2021
(today)
RCU host
workshop on
Valuations
following BoE
Update
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The Role of Independent Valuers in Resolution
Recap on Valuations
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Valuation stages / timeline
Pre resolution

During resolution

Valuation 1

Valuation 2

Valuation 3

Failing or likely to fail

Resolution Measures

No Creditor Worse Off

• Determines whether
resolution should be
triggered
• Going concern
• Based on accounting and
prudential valuation rules
• Performed by third party
valuer
• Article 32 of Bank Recovery
and Resolution Directive 2
(BRRD2)

• Determines resolution
tool(s) to be applied
(including bail-in)
• Going concern
• Economic value in absence
of resolution
• Performed by third party
valuer
• Article 36 BRRD2
• In the UK, Valuation 2 is
split into 2 parts

Assets & Liabilities
Valuation
28 June 2021

Post resolution

• Determines whether
creditors have been worse
off
• Gone concern
• Economic value in
liquidation
• Post-resolution weekend
• Performed by third party
valuer
• Article 74 BRRD2

Equity
Valuation
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Expectations of Banks
EU vs UK Approaches
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EU Valuation Requirements
• Banks are required to have MIS capabilities to produce necessary information for the execution of a fair, prudent and
realistic valuations.
• Banks are expected to:
• self-assess the availability of data capabilities during the resolution planning phase;

• submit a report with the conclusions of such analysis and engage in dialogue to discuss any remedial actions (if
required);
• perform dry-run exercises to test the bank’s capacity to produce the valuation reporting dataset
https://srb.europa.eu/en/node/1099

• explain and clearly justify the underlying data sources

28 June 2021

7

UK Policy Principles (1/2)
• To be considered resolvable, firms should meet the objective of having valuation capabilities that would enable a valuer to
carry out sufficiently timely and robust valuations to support effective resolution.
• Valuations needed to inform decisions around the initial application of resolution tools could be carried out within two
months.

• Utilising 7 principles:
Models
Methodologies

Assurance

Data & Info
Assumptions

Documentation
Governance
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UK Policy Principles (2/2)
1)

Data & Information- Firms should ensure that their underlying data and information is complete and accurate, and that relevant data
and information would be readily available to a valuer.
• Should include: Loan portfolios, Trading positions, Other assets and liabilities, Financial structure, Business forecasts.

2)

Models - As necessary to meet the timeliness and robustness objectives, firms should have models available to be tested and used by
a valuer on a timely basis in carrying out the valuation analysis needed for resolution.

3)

Methodologies - Valuation models should use methodologies that are consistent with the methodologies a valuer could reasonably be
expected to apply in producing valuations that meet the robustness objective.

4)

Assumptions - Firms should have processes that support the use of realistic valuation assumptions, and should enable a valuer to
review and revise, and demonstrate sensitivity to these assumptions if necessary.

5)

Governance - Firms should apply sound governance arrangements and processes to ensure that valuation capabilities compliant with
these principles are maintained in business-as-usual and available prior to and during resolution.

6)

Documentation - Firms should clearly and concisely document their valuation capabilities and how these could be
relied upon to produce timely and robust resolution valuations.

7)

Assurance - Firms should periodically review and evaluate their valuation capabilities with regard to these principles, and should
facilitate reviews undertaken by the Bank or a third party to test compliance.
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UK Considerations
•

Modelling Principle Exemption: The final policy explicitly enables certain smaller and simpler firms to comply with the
policy without having their own valuation models in place. To do so, a firm will need to demonstrate that the size and
complexity of their business, and the quality and availability of their data, would be such that a valuer could reasonably
produce timely and robust resolution valuations without needing to rely on the firm’s own models.

•

UK firms worked with valuers to help improve capabilities: Feedback has been that experience has enhanced firms data
governance/capabilities and improved own MI.

•

No standardised data set/templates: The Bank has chosen not to provide firms with data templates as part of its
Statement of Policy. Doing so could make the policy overly prescriptive, contrary to the rules-based policy that has
received broad support.

•

No standardisation/centralisation of valuation models: To assist firms with this, the Bank is considering the provision of
further guidance on the models that may be needed for resolution valuations.

•

Compliance timeframe: 18 months from policy statement released (June 2021 in UK).

•

Scope: Only applicable to MREL firms.
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RCU Update / Next steps
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RCU Update
•

Postponed rollout of Valuation capabilities to help with operational relief measures following Covid-19.

•

Identified impediments within resolution planning – Valuations.

•

Met with several countries including Ireland, Denmark, UK on their Valuations work and how they have rolled out the
policy within the jurisdiction.

•

FSRCC approval in September 2020 supporting Principles-based approach (UK) as opposed to rules-based data reporting
template approach (EU).

•

Recent engagement with Lee Buhagiar on TNB recent experience of Valuations.

•

Recent engagement with BoE on their updates to Valuations to Resolution from May 2021
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Next Steps
June 2020
RCU to issue BoE’s
11 Page Valuation
Principles
document

Q2 2022
Valuations
6-monthly
Touchpoint

Q4 2022
Valuations
6-monthly
Touchpoint

2022

June 2021
RCU host
workshop on
Valuations
following BoE
Update
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Q2 2023
Valuations
6-monthly
Touchpoint

2023

Early Q4 2021
Regroup with follow
up workshop/
feedback.
Guest speakers:
• Lee Buhagiar
• External thirdparty Valuer (tbc)

1st July 2023
Valuation
principles
implementation
deadline

18 months
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