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During the period of November 2012 to April 
2013, PwC conducted a Eurozone Crisis Survey 
with our client teams covering the largest 
and most complex financial institutions in 
the world. The PwC teams, in turn, engaged 
our clients in a dialogue regarding their 
preparedness in the event of an exit of one or 
more countries from the eurozone. 

Executive summary These institutions included banks, insurers and 
asset managers with headquarters and business 
activities, both inside and outside of the 
eurozone. We have combined the results of this 
survey with PwC’s experiences and additional 
client feedback to develop this FS Viewpoint. 

The following are some relevant points 
regarding the survey participants and their 
business profiles:

Participant’s role within the organisation In which regions does your organisation have 
significant operations?

Of those with a specific written plan in place, 
which specific business areas, if any, are covered 
by the plan?

Capital markets

Wholesale banking

Retail banking

Wealth management/
private banking

Financial market utility
(stock exchanges, 

payments systems, etc.)

Insurance, property
and casualty

Insurance, life
and annuities

Reinsurance

Other

Head of department
or business unit

No role specified

Executive at the highest
decision-making or

management levels in
the organisation

Eurozone

Non-eurozone EMEA

United States

Asia

Canada

Australia

South America

Africa

5%

5%

9%

14%

36%

46%

55%

55%

77%

17%

33%

50%

21%

29%

33%

33%

63%

71%

75%

92%
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Executive summary 
(continued) 

There were a number of key themes 
brought out in the survey results and 
client interviews, as follows:

1. Although the eurozone crisis had somewhat 
abated earlier in 2013, the situation in 
Cyprus has highlighted the macroeconomic 
and political trends contained in our 
scenario analysis, which indicate periods of 
turbulence and risk lie ahead. In fact, 33% 
of the institutions surveyed believe that a 
Greek exit is likely or highly likely in the next 
12 months. 

2. We have observed that market leaders 
have created and are maintaining robust 
planning and crisis management processes 
and are keeping their risk management 
‘posture’ very conservative. This is due to 
the recognition that a country exit would 
cause significant direct impact on individual 
institutions and counterparties. In fact, in 
our survey, even a Greek exit, which many 
experts believe is manageable, would have 
a ‘significant impact’ on 21% of survey 
respondents. This would seem to imply that 
the ‘knock-on’ effects of an exit could be 
underestimated in the market today. 

3. In examining the planning process and the 
plans themselves, the survey uncovered 
some important gaps between the leaders 
and the laggards, indicating more work 
needs to be done in key areas at a large 
number of institutions. For example, only 
14% of the survey respondents have ‘to a 
great extent’ incorporated human capital 
planning into their plans, and only 18% 
considered the potential impact on products, 
sales and client service. 

33%
of survey respondents 
believe that a Greek exit 
is likely or highly likely 
in the next 12 months.

21%
of survey respondents 
believe that a Greek exit 
would have a ‘significnt 
impact’ on their 
organisation as a whole.
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Executive summary 
(continued)  

4. Going forward, we have several 
observations and leading practices 
to consider:

 – First and foremost, despite recent 
improvements in market sentiment, the 
leaders are maintaining vigilance and 
focus on crisis preparedness, planning 
and testing. 

 – The most sophisticated institutions are 
considering a number of exit possibilities 
in their scenario planning including 
extreme situations such as a multiple-
country exit or a ‘northern eurozone’. 
However, many have failed to consider 
these scenarios because a) they believe 
the probability is very remote, and b) 
the impact of such an event would be so 
severe that it would be difficult to plan for 
or simulate.

 – Leading institutions have incorporated 
exit scenarios into their recently submitted 
resolution and recovery plans. With recent 
expansion of recovery plan submission 
requirements by the European Banking 
Authority (EBA), it is likely that regulators 
will be increasing their focus in this area. In 
fact, several eurozone regulators including 
BaFin in Germany are requiring financial 
institutions to specifically consider exit 
scenarios as part of their recovery plans.

 – Prior to the Cyprus situation, the lull 
in the crisis was being used by business 
leaders to fill in existing gaps. The work 
being done generally builds upon the 
funding, technology, operational and 
legal-focused analysis and testing that has 
been put in place in most firms. It largely 
involves expanding to areas such as human 
capital, product and customer service. 

 – Similar to euro conversion and year 
2000, a number of firms are conducting 
or considering periodic reviews and 
assessments of programme effectiveness 
by risk management, internal audit 
or other independent reviewers, with 
reporting to senior management and, if 
appropriate, the board.
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Despite the relative calm 
in the markets today, 
the macroeconomic and 
political trends continue 
to indicate that periods 
of turbulence and risk 
lie ahead.  

Financial institutions will need to continue to focus on managing through these periods.

Political actions and monetary policy  
continue to be aggressive...

…however, the eurozone re-entered recession 
at the end of 2012 and the outlook remains 
increasingly weak for 2013.

•	 At the end of July 2012, ECB President Draghi pledges to “do whatever 
it takes” to save the euro. 

•	 Low interest rate environment and significantly tighter sovereign spreads 
in Europe via continued active interventions by the ECB’s outright 
monetary transactions (OMT).

•	 The Troika has been increasingly open towards the possibility of more 
flexibility for Greece, which has recently seen three of its largest four 
banks raise private capital for the first time since the crisis.

•	 Spain working with the Troika to establish ‘bad bank’, consolidate 
the cajas (savings banks) and implement a series of fiscal and 
policy decisions.

•	 EBA mandates recovery plans for significant banks by the end of 2013.

•	 Concept of single ECB supervisor agreed to directly capitalise banks. 
Bail-in mechanism agreed by EU Council on June 27.

•	 Ireland continues to make progress and Portugal is stabilising, but 
challenges remain.

Many economic fundamentals across the 
eurozone are still at dangerously adverse levels.

•	 In particular, persistently high levels of 
government debt and deficits continue to 
threaten the stability of the region. 

•	 At the same time, planned fiscal consolidation 
measures are becoming increasingly difficult 
to implement, as shown by the intensifying 
social unrest, most notably in Spain, Greece 
and Portugal. 
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The situation in Cyprus a 
few months ago highlighted 
the unpredictable nature 
of the crisis and introduced 
new risks into the system. 

• 16 March 2013: After a period of high 
pressure negotiations, the Troika (the 
European Central Bank, International 
Monetary Fund and the Eurogroup of 
finance ministers) agree with the Cypriot 
government on an €18.5 billion bailout, 
including bail-in haircuts for savings below 
and above €100,000. Banks remain closed 
as the government prepares to submit the 
relevant bills to parliament.

• 19 March 2013: Amid popular outrage in 
Cyprus and abroad, the Cypriot parliament 
votes 36-0 to reject the deal, resulting in 
further turmoil for the banking system and a 
potentially systemic crisis within the EU.

• 20-25 March 2013: The Cypriot 
government attempts to renegotiate more 
favourable terms with the Troika. The 
Cypriot finance minister attempts but is 
unable to secure financing from Russia. At 
this time, various schemes are considered to 
exempt depositors under €100,000 from the 
bail-in and to minimise the tax on uninsured 
depositors. These measures include pledging 
various state and semi-private pension funds 
and securitising future oil and gas reserves. 
These solutions are rejected by the Troika.

• 21 March 2013: After months of 
discussions with the Cypriot government, 
the European Central Bank (ECB) indicates 
that without an acceptable deal to reform 
the banking system, it would be cutting off 
Emergency Liquidity Assistance (ELA) to 
Cyprus by March 25, effectively causing a 
failure of the system. 

• 25 March 2013: The Cypriot government 
and the Troika agree on the revised terms. 
Under this deal, the Cyprus Popular Bank 
(Laiki) is placed in receivership and haircuts 
of 40% or more will be put in place for 
uninsured deposits at the Bank of Cyprus,  
the island’s leading bank. 

• 28 March 2013: Banks reopen with a 
number of new uncertainties and systemic 
risk concerns as investors consider a number 
of firsts for the eurozone:

1. A bail-in of depositors.

2. Losses imposed on unsecured creditors.

3. The forced resolution of a state-owned 
bank.

4. The imposition of capital controls to 
prevent capital flight.
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There is a wide range of potential 
outcomes and ensuring contingency 
plans are in place is a prudent course of 
action. We outline four broad scenarios 
in our recent report.

PwC has identified four core scenarios to consider. Two of 
these scenarios involved country exits, which is the focus 
of this survey. Scenario 4 was viewed as highly unlikely by 
our respondents.

Scenarios Description

Scenario 1: 
Successive phases 
of fiscal and 
monetary action 
hold the euro area 
together and enable 
a return to growth.

•	 Greek elections have produced a clear majority for the government commitment to the euro and the Troika deal (perhaps with minor presentational amendments). 

•	 Things will calm down again in the eurozone and it returns to a gradual economic recovery for 2013.

•	 Underlying structural competitiveness and fiscal adjustment problems persist in causing occasional new flare-ups of the crisis. 

•	 These new flare-ups are contained by successive phases of monetary and fiscal action, which ultimately hold the eurozone together.

Scenario 2: A 
sequence of 
managed defaults 
reducing bank 
capital and lending.

•	 A programme of debt restructuring is agreed to with, or forced upon, highly indebted economies and their creditors. To prevent contagion, eurozone leaders agree to a 
package of partial bank recapitalisation and make resources available to vulnerable economies.

•	 These support measures succeed in holding the eurozone together, but the lack of credit to already credit-starved banks and the shock to global confidence plunge 
the eurozone into a prolonged recession. Core and periphery countries enter a debt-deflationary spiral. Similar to the previous credit crunch, this has major impact on 
economic growth throughout Europe but, with less scope for fiscal and monetary policy to offset the declines, has a more prolonged impact. 

•	 The longer-term consequence is slow growth for two years and a prolonged reliance by the defaulting economies on fiscal support from the rest of the eurozone.

Scenario 3: Greek 
exit but contagion 
avoided.

•	 Once all realistic avenues have been exhausted (politically and/or economically) to continue paying the debt, Greece decides to leave the euro. In this scenario, Greece 
erects capital controls to prevent flight during the transition period and the government redenominates all new and old contracts to a ‘new drachma’ that will be used 
in all foreign exchange transactions. Capital controls are expected to be eased after a period.

•	 The short-term impact on Greece would be a sharp deterioration in its economy, led by rapid depreciation of its new currency and a spike in inflation. The long-term 
benefits to Greece would depend on its ability to sustain a competitive advantage.

•	 Through monetary expansion, fiscal transfers, bank recapitalisation and further eurozone fiscal and political integration, the worst of the contagion to other countries is 
avoided and the currency union remains intact. The loss of Greece, however, has an impact on confidence, and growth remains negative for 2013.  

Scenario 4: More 
countries exit the 
euro and a new 
currency bloc 
forms.

•	 The exit of Greece from the eurozone opens the door for other countries to leave the monetary union. 

•	 Contagion spreads to other periphery countries, deepening the recession across the region as business and consumer confidence evaporates. Internal pressure (from 
popular uprisings) and external pressure (led by sovereign bond-market participants, core eurozone countries and the IMF) becomes too great, and other periphery 
economies leave the single currency one by one.

•	 A new, smaller and more tightly regulated currency bloc forms, led by France and Germany. The new bloc benefits from an inflow of capital and a boom in domestic 
demand, but loses competitiveness. Economies that are excluded suffer an economic contraction in the short term and an uncertain future.

Source: PwC, ‘Now what next for the eurozone? An update on what this means for business’,  
June 2012. www.economics.pwc.com, accessed April 29, 2013. 

http://www.economics.pwc.com
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A substantial minority, 
however, considered 
scenario 3 (a Greek exit) 
likely. 

Additional commentary

• The main concern regarding Greece was with 
the economic fundamentals and whether 
there is a long-term scenario for the country 
to recover from the debt and austerity 
situation in which it finds itself.

• With a Greek exit, there would be a 
significant risk of contagion should the 
exit place additional pressure on other 
vulnerable sovereigns.

• There is an overall sentiment that a Greek 
exit would be ‘manageable’ and would lead to 
neither a collapse of the euro nor the failure 
of significant institutions.

• Additionally, there was a strong sentiment 
that the political will exists to prevent the 
disintegration of the euro, which many 
believe could happen if an additional exit or 
two beyond Greece were to occur. 

33%
of survey respondents 
believe that a Greek exit 
is likely or highly likely 
in the next 12 months.

How likely are the following scenarios over the next 12 months?

Other (please specify)

Eurozone disintegration

Development of a Northern
European Eurozone

Specific country exit beyond
Greece (please specify)

Multiple country exit

Greek exit

4%

21%

4%

0%

0%

33%

29%

29%

8%

33%

4%

29%

59%

46%

88%

67%

16%

37% 0%

0%

0%

79%

8%

4%

Likely Neither/nor Unlikely
Don't know/�
No answer
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If it were to happen,  
21% of organisations 
believe that a Greek exit 
would be significant for 
their business. 

Additional commentary

• Nearly all of the respondents had already 
‘de-risked’ their financial exposure and 
their operations from Greece to the extent 
possible or practical. 

• Nearly all of the institutions for which 
a Greek exit would be significant are 
headquartered in the EU. 

• Beyond Greece, the vast majority of the 
respondents including those outside of 
the eurozone and the EU are significantly 
exposed to the eurozone from a 
financial, correspondent and/or business 
operations perspective.

• A significantly smaller eurozone or complete 
disintegration are generally viewed as 
‘doomsday’ scenarios with an almost zero 
probability of occurrence. 

21%
of survey respondents 
believe that a Greek exit 
would have a ‘significnt 
impact’ on their 
organisation as a whole.

How significant would be the impact of these scenarios on your organisation as a whole?

71%

46%

83%

63%

0%

21%

13%

21%

8%

13%

4%

13%

17%

17%

21%

8%

4%

67% 0%

0%

4%

0%

91%

17%

Significant Neither/nor Insignificant
Don't know/�
No answer

Other (please specify)

Eurozone disintegration

Development of a Northern
European Eurozone

Specific country exit beyond
Greece (please specify)

Multiple country exit

Greek exit
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Our interviews highlighted specific risks associated 
with a potential exit are widespread and lead to 
specific considerations from an organisational and 
financial perspective.

Area of impact Select potential impacts

Business model/revenue •	 Reduced attractiveness of European markets, products and funds.

Risk •	 Lack of liquidity, devaluation and increased foreign exchange and debt volatility. Increased counterparty risk. Potential for 
freezes on assets and debt.

Treasury •	 Preparedness to respond to queries from regulators and clients and address their concerns.

Legal •	 Need for diversity of funding arrangements, trapped cash risk and off-balance-sheet contingencies triggered. 

IT •	 Potential need for redenomination capabilities. Ability to segregate and isolate holdings and transactions.

Finance/Tax •	 Implications for legal documents and contracts. Tax implications of foreign exchange losses or impairments.

Human resources •	 Inability of systems to cope with new currencies and extreme changes in inflation and valuations including the ability to restate 
past performance. Need to consider contingent workforce in crisis. 

Third-party providers •	 Inability of outsourced service providers to maintain continuity of their systems and to provide agreed-upon services.

Crisis/incident management •	 Need for rapid and well-organised crisis response capability including potential engagement with external public relations firms.
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According to our participants, these considerations are 
driving financial institutions to take specific steps to 
mitigate risk, including... 

1  De-risking foreign currency holdings—moving cash out of the eurozone into safer currencies or investments.

2  Managing supplier exposure in the eurozone—fewer long-term contracts, more suppliers.

3  Mitigating refinancing risks—setting cash aside for upcoming bond repayment or expediting refinancing.

4  Increasing cash reserves by controlling non-essential expenditures.

5  Performing assessment of net euro exposure by country.

6  Preparing for volatility in the foreign exchange market by reassessing hedging strategies.

7   Analysing impact of new currency introduction and redenomination on operations and IT support systems.

8  Engaging third-party viewpoints and assistance in areas such as legal analysis, contingency planning 
development and independent reviews.
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However, real issues remain, which will demand 
additional focus and resources to address.

1 Organisation of the teams and the integration of the plans can be improved.

2  There are gaps in most current plans in a number of areas.

3  Scenario coverage is generally limited to the less severe outcomes. 

4  The level of plan testing is inconsistent.

5  Leaders are addressing the gaps; laggards are not as focused. 
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It is important to note that crisis management structures 
have been put in place and a series of preventative 
measures have been taken to reduce systemic risk.

• Respondents felt that eurozone and 
local countries are where most of the 
management will take place.

• Most felt at this time that engagement 
in a third-party public relations firm was 
not necessary; a number will reconsider 
if an exit looks likely.

• Client communications is an area where 
a number of respondents noted that more 
work needs to be done.

• Analysis of critical/scarce skills has 
generally not been completed. A number 
of respondents indicated that they would 
be looking further into this area.

• Footprint reduction is generally viewed 
as having taken place if relevant/
appropriate.

Of those with a specific written plan in place, what type of crisis management efforts are included 
in the plan? (Multiple selections allowed). 

14%

41%

55%

73%

59%

A company-wide crisis team
has been created

Local country-level crisis teams
have been created

A eurozone-wide crisis team
has been created

Client communication plans 
have been established

Third-party public communications and
public relations support has been engaged

Of those with a specific written plan in place, what type of crisis management efforts are included 
in the plan? (Multiple selections allowed). 

5%

5%

41%

55%

82%

96%

Other

Contingent workforce contracts, 
particularly for highly skilled and scarce resources

Review and diversification/duplication (as appropriate)
of third-party financial and other supplier

Footprint reduction in high-risk countries

Additional limitations on counterparties
in high-risk countries

Minimisation of currency risk from euro-denominated
assets/liabilities from high-risk countries



16 FS Viewpoint 

Having said that, there are 
a number of areas where an 
exit could potentially cause 
significant issues among 
a substantial number of 
respondents.

• From an overall stability perspective, the vast 
majority of respondents were confident in 
their ability to weather the crisis.

• At the same time, they concede that they are 
likely to face significant issues in a number of 
areas as the crisis unfolds.

• Legal uncertainty was highlighted by a 
number of respondents as particularly 
difficult to address, given the legal structure 
of the euro.

• Technology and operations-wise, there is a 
view that despite various levels of testing, 
there will likely be some issues to manage, 
particularly in the early days of an exit.

• Risk management concerns tended to arise 
within either operations-type risk issues and/
or difficult-to-anticipate second- and third-
order effects on counterparties, suppliers 
and markets.

In your view, how ready is your organisation for a euro crisis on the following dimensions?

54%

18%

27%

58%

50%

38% 46%

33%46%

14% 38%54%

29%

38%50%

21%

13%79%

21% 8%

4%

0%

0% 25%

4% 4%

12%

4%

8%

8%

12%

4%

4%

4%

4%

Likely sufficiently 
prepared

Potentially 
significant issues

Significant 
issues likely

Don't know/�
No answer

From a technology perspective

From a sales/product/client
service perspective

From a legal perspective

From a regulatory
compliance perspective

From a risk management
perspective

From an operational perspective

From a people perspective

From a finance, liquidity, funding
and investment perspective



17Point of view

From an organisational perspective, these steps and 
others appear to be taking place within a proper 
governance framework. 

• Consistent with previous questions, there 
is enough concern about a euro exit that 
it has been identified as a significant 
risk/item of concern at either the 
business unit, executive management or 
board level.

• According to respondents, there is a link 
between the structure of the business, its 
exposure and the level at which this issue 
is being managed. 

• EU-based institutions tend to have more 
of a focus at a board level.

• Organisations headquartered within the 
eurozone are more likely to be involved 
at the board level.

• Firms headquartered outside of Europe 
with substantial eurozone business  
and exposure tended to focus at the 
business-unit level. 

• EU-based institutions, in many cases,  
had an additional corporate overlay.

How does your organisation treat a possible eurozone exit in terms of risk to it as an institution? 

4%

17%

29%

50%

Executive management considers an
exit to be a medium- to high-risk priority

The board and/or audit/risk committees
have a eurozone exit as an agenda item

Business units across the organisation
consider this as a medium- to high-risk priority

The organisation does not view an exit as
a priority and has not started to plan for it

Which of the following best describes the governance processes that have been put in place? 

8%

25%

67%

A firm-wide governance process or 
committee exists and is active in 

driving the company’s planning efforts

The firm as a whole as well as 
individual business units or geographies 

have established steering committees 

There is no governance or 
committee structure to date
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In terms of crisis planning, 
efforts are widespread  
with a geographic focus 
that typically includes  
non-eurozone Europe.

• Organisations with headquarters and/
or significant operations in distressed 
countries generally began planning 
earlier than others.

• Over the last six to nine months, the 
course of the crisis convinced sceptical 
institutions to take the threat of an 
exit seriously.

• In discussing the plan coverage with 
various respondents, there was a 
dialogue in a number of cases regarding 
whether the scenarios properly 
incorporated first- and second-order 
effects of a crisis in the United States 
or certain parts in Asia, particularly for 
those entities with significant capital 
market businesses.

of respondents indicated 
that they have a written 
plan in place.

92%

If there is a plan in place, does it cover specific 
geographic regions? Of the 95% of respondents 
who indicated that the plan covers specific 
geographic regions, the following regions are 
named in the plan.

Eurozone

Non-eurozone EMEA

United States

Asia

South America

Canada

Australia/New 
Zealand

Africa 5%

14%

14%

19%

29%

33%

67%

100%

Of those with a specific written plan in place, 
when did your organisation start planning for 
a eurozone crisis?

More than one year ago

Six months to a year ago

Between three and six 
months ago 9%

23%

68%
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Crisis plans are focused, at 
a minimum, on modelling a 
Greek exit. Additional exit 
scenarios for peripheral 
countries are typically 
considered relevant 
by institutions. 

• Across the board, organisations focused 
on a Greek exit as a plausible and 
realistic scenario.

• Additional country considerations 
focused primarily on large peripheral 
countries perceived to be currently 
at risk.

• Ireland and Portugal were generally not 
considered in specific scenarios as they 
were viewed as 1) small countries with 
limited impact and 2) making progress 
to stabilise their situations and return to 
the market.

• Many respondents indicated that they 
have considered neither the development 
of a Northern European Eurozone nor 
a complete eurozone disintegration, 
indicating that they did not view these 
scenarios as very likely. 

of respondents indicated 
that they have a written 
plan in place.

92%

Of those with a specific written plan in place, what 
different scenarios are considered by the plan?

0%

23%

32%

50%

68%

96%Greek exit

Multiple country exit

Specific country exit
beyond Greece
(please specify)

Eurozone disintegration

Development of a Northern
European Eurozone

Other
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In most organisations, 
eurozone crisis planning is 
at least partially integrated 
into other planning 
processes, although more 
work could be done. 

Additional commentary

• Resolution planning, in particular, has been a 
significant effort for most of the respondents 
in the last one to two years, with the global 
systemically important financial institutions 
in particular.

• In a number of organisations, the eurozone 
planning process has been separate from 
other key elements of planning (such as 
financial, business recovery and recovery/
resolution planning).

• A number of respondents indicated that a 
greater degree of integration between the 
recovery and resolution planning processes 
would be desirable; nevertheless, they noted 
that these plans focus on measures to be 
taken to deal with a number of scenarios that 
impact the institution’s financial stability.

To what extent has the planning been integrated into other existing plans?

18%

18%

14%

14%

5%

32%

23%

86%

13%

18%

0%

13%

50%

50%

32%

0%

27%

14%

To a great extent To some extent Not at all
Don’t know/�
No answer

Other (please specify)

Recovery and
resolution planning

Overall business
recovery planning

Financial and budget
planning scenarios
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Even though plans are 
in place in almost every 
organisation, there are 
gaps in nearly every 
plan. Addressing these 
gaps would likely reduce 
individual institutional  
and systemic risk. 

Additional commentary

• Given the inability to legally withdraw from 
the euro under existing law, significant legal 
uncertainty would be present under any 
scenario that cannot be mitigated through 
additional planning and testing.

• The area of product design and structuring 
in an exit scenario was generally not covered 
in existing plans nor was there significant 
analysis completed on client impact in terms 
of service levels, etc.

• Most primary technology platforms have 
legacy eurozone currencies within them. 
A number of respondents discussed how 
they had created new currencies and tested 
various conversion scenarios.

• Most agreed that additional personnel will be 
needed, at least for a period of time, if an exit 
occurs; however, few have fully factored this 
into their planning. 

To what extent has the planning been integrated into other existing plans?

45%

18%

27%

41%

64%

36% 50%

45%41%

14% 68%

50%

73%

18%

64%

45% 9%

9%

0%

0% 19%

5% 5%

5%

5%

5%

9%

9%

9%

5%

5%

5%

To a great extent To some extent Not at all
Don't know/�
No answer

Regulatory/compliance risk

Finance, liquidity, funding
and investments

Technology

Operations

Human capital including
contingent workforce needs

Sales/product/client service

Legal analysis of exit scenarios,
financial and other contracts

A crisis management and
organisational structure including

roles and individual names
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Further, these issues 
overwhelmingly relate to 
the implementation testing 
or crisis-response versus 
analysis and planning 
areas. This points to a 
need to conduct more 
comprehensive simulation 
testing at a minimum.

• These areas generally provide a roadmap 
for continuing efforts to strengthen 
existing plans.

• The people area stands out as one in 
particular that will receive more attention in 
the planning area of a number of respondents 
in the coming months.

• A number of respondents noted that 
simulation/scenario testing is a big agenda 
item in the coming months, now that the 
vast majority of analysis and planning 
are complete.

Of those that answered that they had ‘potentially significant issues’ or ‘significant issues likely’ 
for each of the following dimensions, what is the main area of deficiency?

8% 0%

0%

0%10%

50%

18%9%

17%

0%0%

0%

0%

0%

0%

0% 63%

10%

25%

50% 17%

50% 0%

0%

9%

0%

15%

20%

20%

17%

50%

25%

27%

38%

46%

60%

60%

36%

31%

20%

Analysis Planning Implementation Crisis
Don't know/
No answer

From a technology perspective

From a sales/product/client
 service perspective

From a legal perspective

From a regulatory
compliance perspective

From a risk management
perspective

From an operational perspective

From a people perspective

From a finance, liquidity, funding
and investment perspective
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Finally, we noted that 
leaders have developed 
and implemented a 
comprehensive approach to 
preparedness planning and 
testing that they subject 
to periodic independent 
review. They are constantly 
validating and updating 
plans in response to their 
changing risk profile.

Key activities

•	 Research and develop 
range of potential 
scenarios. Define potential 
eurozone outcomes 
ranging from best case to 
worst case.

•	 Determine relevant 
timelines for the analysis.

•	 Actively monitor eurozone 
developments and 
revisit scenarios as 
conditions change.

•	 Assess level of impact for 
each scenario.

•	 Determine which risks 
are acceptable and which 
need to be mitigated.

•	 Perform analysis of people 
and legal implications.

•	 Perform analysis of 
processes and supporting 
technology implications.

•	 Incorporate business 
impacts into financial 
analyses.

•	 Understand fund 
exposures to asset 
classes impacted.

•	 Determine liquidity, 
funding, capital and other 
impacts.

•	 Analyse key counterparties 
and their exposures in 
various scenarios.

•	 For risks that need to 
be managed, develop 
response plan including 
financial and operational 
considerations.

•	 Create a response team 
and assign owners.

•	 Execute and monitor 
progress on a corporate 
and business-unit level.

Work products

•	 Scenarios, timelines and 
likelihood/severity.

•	 Business impact analysis 
by scenario.

•	 Financial and risk 
model analysis.

•	 Response and crisis 
management plan.

•	 Programme execution 
status reporting.

•	 Linkage to broader 
recovery and resolution 
planning efforts.

Assess situation/
define scenarios

Analyse 
organisational 
impact

Analyse financial 
and risk 
management

Develop 
response and 
contingency plan 

1 2 3 4



Our recommended approach 
to the issue.

A framework for response
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Our view is that crisis 
response programmes 
should take place  
within a structured  
risk management 
framework.

The framework includes the governance, processes and analytics of managing 
risk within the context of an organisation’s products, geographic footprint and 
business model.

•	 Research and develop 
range of potential scenarios. 
Define potential eurozone 
outcomes ranging from best 
case to worst case.

•	 Determine relevant timelines 
for the analysis.

•	 Actively monitor eurozone 
developments and 
revisit scenarios as 
conditions change.

•	 Assess level of impact for 
each scenario.

•	 Determine which risks are 
acceptable and which need 
to be mitigated.

•	 Perform analysis of people 
and legal implications.

•	 Perform analysis of 
processes and supporting 
technology implications.

•	 Incorporate business 
impacts into financial 
analyses.

•	 Understand fund exposures 
to asset classes impacted.

•	 Determine liquidity, funding, 
capital and other impacts.

•	 Analyse key counterparties 
and their exposures in 
various scenarios.

•	 Prioritise risks (L/M/H).

•	 For risks that need to be 
managed, develop response 
plan including financial and 
operational considerations.

•	 Create a response team and 
assign owners.

•	 Execute and monitor 
progress on a corporate 
and business-unit level.

Eurozone risk management processes Business model dimensions

• Organisational structure and operating model • Roles and responsibilities • Committee structure • Crisis management

Management 
model

Legal entity Product

Retail banking

Commercial 
banking

Wholesale banking

Sales and trading

Asset 
management

Private banking 

Other

North America

EMEA

ASPAC

Subsidiaries

Limited LLC

Mortgages

Consumer loans

Commercial loans

Cards

Wealth

Trust products

Derivatives

Assess situation/
define scenarios

Analyse organisational 
impact

Analyse financial  
and risk 
management

Develop response 
and contingency 
plan 

1 2 3 4

Analytics and infrastructure

Scenarios Key metrics Stress testing
Capital 

measures
Performance 

measures
Control indicators

Technology

Data

Resources

Governance and strategy
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Within this framework, 
the leadership of 
financial institutions 
can immediately 
initiate three steps to 
begin to fundamentally 
improve their crisis risk 
management postures. 

Regulators, investors, customers and financial institutions themselves are 
increasingly focused on this risk area. The challenge for most institutions lies 
in identifying, prioritising and implementing the right measures to allow the 
organisation to survive and prosper in the event of a eurozone exit by one or 
more countries.

Regularly 
reassess

Aggressively
target strategic

weaknesses

Critically evaluate
strengths and

weaknesses of 
current efforts
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Step 1

Critically evaluate the 
strengths and weaknesses 
in the way you govern and 
manage eurozone crisis risk 
across the enterprise.

Critically evaluate strengths and 
weaknesses of current plans 
and efforts.

• To be effective, the evaluation should be 
conducted independently from, and have  
the support of, line management.

• The evaluation should be holistic. i.e., it 
should consider, both individually and 
jointly, the capabilities of the business, the 
risk and control functions and the internal 
audit function to manage an exit scenario. 

• Any review should consider the adequacy 
of governance and organisation, human 
resources, risk management and 
measurement processes, as well as the 
supporting IT and operations infrastructure. 

Regularly 
reassess

Aggressively
target strategic

weaknesses

Critically evaluate
strengths and

weaknesses of 
current efforts

• The analysis should not only take into 
account the size and complexity of the 
institution, but also be based on an 
evaluation framework that includes 
considerations such as systemic importance, 
range of counterparties and the like.

• The results of the evaluation should be to 
focus on practical short-, medium- and long-
term measures that can be taken to reduce 
the organisation’s risk profile and improve its 
chances of successfully managing a eurozone 
exit or exits.
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Step 2

Aggressively target strategic 
weaknesses through a 
coordinated programme  
of actionable initiatives.

Aggressively target 
strategic weaknesses.

• Any gaps in the current crisis management 
posture should be noted, relative to the 
different scenarios considered.

• Weaknesses in the crisis management 
posture, whether previously known 
or identified through the end-to-end 
review, should be prioritised and targeted 
for remediation. 

• Areas where mitigation steps are impossible, 
impractical or prohibitively expensive should 
be highlighted and the rationale behind 
nonaction presented.

• Executive management and/or the board 
should have a portfolio of actionable 
initiatives to address those weaknesses that 
are practical to address.

Regularly 
reassess

Aggressively
target strategic

weaknesses

Critically evaluate
strengths and

weaknesses of 
current efforts

• In many cases, potential initiatives will 
require fundamental change in some areas, 
such as further footprint reduction, risk limits 
with certain counterparties and commitment 
of significant resources for additional testing, 
engagement of resources and contingent 
arrangement.

• Executing these initiatives will take time, 
focus and coordination, and brings with it its 
own set of risks. 

• Clients who have done well in this area 
have dedicated programme management 
resources to this initiative and focused on 
long-term benefits.
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Regularly reassess continued adequacy.

• The macroeconomic environment is 
constantly changing as we have seen recently 
in Cyprus. Scenarios and probabilities should 
be updated periodically and/or as market 
events dictate.

• Complex financial institutions do not 
stand still, nor should their crisis posture 
remain static. 

• One lesson from the financial crisis is that 
previously ‘unthinkable’ scenarios do come 
to fruition from time to time and need to be 
managed, so flexibility is key.

• PwC recommends that institutions reassess 
their ability to respond at least biannually 
(and potentially more often if the crisis 
becomes more serious) and report the results 
to their board’s audit or risk committee.

Step 3

Regularly reassess the 
adequacy of the crisis 
posture relative to the 
evolving macro- and  
microeconomic situation.

Regularly 
reassess

Aggressively
target strategic

weaknesses

Critically evaluate
strengths and

weaknesses of 
current efforts



How PwC can help

Our capabilities and
tailored approach.
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PwC has extensive 
experience and deep 
capabilities within the 
eurozone and around 
the world.

Experience and expertise •	 PwC’s 34,000 financial services professionals in more than 150 countries have a long 
history of working together to serve top-tier financial institutions across the globe.

•	 We have extensive experience providing trusted advice and assistance to governments, 
central banks and financial institutions in managing systemic and institution-specific risk 
post-financial crisis. 

•	 We have a dedicated team of eurozone crisis response professionals. We draw upon 
this global and eurozone-specific resource pool as well as our broader practice to serve 
our clients.

•	 PwC has been a significant contributor of intellectual capital and resources in designing 
and executing a number of the most innovative asset protection, system risk reduction 
and recovery actions taken by governments, central banks and financial institutions 
during this and previous financial crises.

World-class practice units •	 Our Business Recovery Solutions team has extensive experience with bank restructuring 
assistance in the eurozone. 

•	 The Portfolio Advisory Group is a leading provider of buy-side and sell-side distressed-
asset assistance. We can work with your team to engage in such activities across a wide 
range of asset classes.

•	 Our leading Global Risk Management and Regulatory Services teams effectively leverage 
knowledge of leading practices, proprietary tools and data as well as insights into 
supervisory expectations to guide our clients in determining and executing effective crisis 
management strategies. 

•	 The firm’s vast Strategy, Operations, Tax, Finance, Technology and Human 
Capital practices provide business transformation assistance to both troubled and 
healthy institutions.

Value provided •	 We provide relevant and practical knowledge, insight and experience.

•	 We contribute an independent perspective and act as a neutral third party, which provides 
transparency and objectivity.

•	 We encourage discussion of sensitive and critical issues and help drive timely debate, 
resolution and action.

•	 We bridge organisational divides and take an end-to-end view of risk management.
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PwC’s multidisciplinary team is able to provide 
governments, financial institutions and central banks 
with trusted advice and implementation assistance in a 
wide range of areas to help manage through the crisis.

Determine strategic impact: 

•	 Retail banking
•	 Mortgages
•	 Cards
•	 Wealth and asset management
•	 Capital markets/investment banking
•	 Life and annuities
•	 Transaction banking
•	 Pricing and products

Define and implement key components:

•	 Programme assessment and gap analysis
•	 Programme governance
•	 Project tracking, budgeting and reporting
•	 Staffing and human capital
•	 Crisis management

Determine impact on:

•	 Funding and liquidity
•	 ROI/ROE
•	 Investment and hedging strategy
•	 Counterparty credit
•	 Investor relations

Key areas of focus:

•	 Core platform readiness
•	 Third-party vendor dependency/stability
•	 Scenario testing support
•	 Contingent workforce management
•	 Operational support
•	 Customer impact

Key areas of focus:

•	 Operational set-up and establishment
•	 Valuation
•	 Core/non-core cost management
•	 Disposal/purchase of distressed assets
•	 Strategic resourcing

Assist in recovery:

•	 Restructuring planning and execution
•	 Go forward business strategy
•	 Regulatory support
•	 Recovery and resolution planning
•	 Strategic resourcing
•	 M&A assistance
•	 Asset protection/‘bad bank’ schemes

Treasury, 
financial  
and risk 

management
Eurozone 

crisis 
strategy

Technology, 
operations and 
human capital

Business 
recovery 

assistance

Core/non-core 
operations

Programme 
assessment and 

execution 
support
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Illustrative example of  
how PwC can help— 
assessment of eurozone 
crisis management 
programme

Issues The eurozone crisis had created concerns within management and to the board concerning 
the bank’s exposure in various exit and stress scenarios.

The recent turbulence in the markets and some of the unexpected impacts of these events 
heightened these concerns and prompted the search for an independent third party to 
conduct an assessment of the bank’s programme and crisis stance.

PwC was engaged to perform an independent review and report to both senior management 
and the board.

Approach and outcomes PwC advised and supported management and the board to analyse the bank’s exposures in 
the following areas:

•	 Investment portfolio.

•	 Funding model and impact of different scenarios.

•	 Geographies and key products.

•	 Counterparties.

•	 Third-party suppliers.

•	 Custodians and other fiduciaries.

•	 Operational and client impacts.

•	 Financial plan and key assumptions.

PwC also performed an independent review of the key drivers and assumptions behind 
management’s analysis and plan. PwC presented its findings to senior management and 
the board.



Appendix

Select qualifications.
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Global investment bank— 
board enterprise risk 
management assessment

Issues Amid credit and market-related setbacks and continuing crisis in Europe, the board of 
directors’ audit committee of a global investment bank engaged PwC to assess the firm’s 
risk management practices and provide recommendations for improvement. The review 
was a constructive, forward-looking effort to assist the firm in enhancing its competitive 
positioning, operating performance and risk management capabilities across all of its 
geographies and product areas. In the context of this work, we reviewed a number of 
potential crisis scenarios including the impacts of various stresses within the eurozone.

PwC deployed a team of industry and risk management specialists in the United States and 
Europe to assess the firm’s end-to-end risk management model against leading industry 
practices globally. 

Approach and outcomes Areas of focus included the risk organisational model, governance structure, measures, 
limits, analytics, reporting flows and infrastructure. These areas were analysed at 
both the corporate and major business-line level. PwC then provided the board with 
recommendations for improving these capabilities and made suggestions to management 
regarding how to develop prioritised implementation initiatives.

As a result of this work, the board of directors’ audit committee, working on behalf of 
shareholders, gained an independent perspective on the risk management capabilities of 
the firm, enabling the committee to formulate a view of required improvement priorities. 
Management gained a prioritised roadmap of initiatives that were:

•	 Deemed critical to improve capabilities in key areas.

•	 Designed to help mitigate the risk of further setbacks.

•	 Prioritised to address the key risks faced by the organisation including the eurozone crisis.
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Two major European 
banks— 
restructuring advice and 
creation of ‘bad banks’

Issues Two of the major banks of the country in question were under significant strain in the global 
credit crisis, due in part to exposures to structured credit investments. Both banks were 
forced to apply for state aid from the government’s stabilisation agency. 

To support the execution of the stabilisation measures at both banks, the governmental 
agency required support and restructuring advice from an independent third party.

Approach and outcomes PwC supported the government agency as its sole adviser for one bank, and working 
alongside investment banking advisers for the other bank, to provide the following areas of 
restructuring advice:

•	 Review of the business plan (core business).

•	 Review and strategic advice on the rundown plan and creation of the ‘bad bank’.

•	 Development of a mechanism to relocate risk positions from their global locations to the 
new ‘bad bank’.

•	 Regulatory and accounting advice, which for the first bank was the first project of its kind 
in the country and included support in the development of acceptable regulatory and 
accounting approaches (e.g., accounting for future losses, advising on banking licences).

•	 Review of tax due diligence (transfer risks over the transfer of assets to the ‘bad bank’).

•	 Review of service level agreements with the ‘bad bank’.

•	 Valuation of assets and reporting to the European Commission.

•	 Quality checks on legal documents. 

•	 Project management for the government stablisation agency.

•	 Accompanying the government agency in discussions with the EU Commission.

•	 Provided an opinion on the viability of the remaining good bank.

PwC’s engagement by the government agency to support the establishment of ‘bad 
banks’ for these two major banking organisations ultimately helped to establish a managed 
restructuring for the benefit of the stability of the country’s financial system. 
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Leading European  
universal bank— 
restructuring planning  
and assistance

Issues The sovereign debt crisis had caused a loss of confidence in this banking group. The 
bank was unable to obtain funding without the support of a government-backed deposit 
guarantee scheme. 

A temporary guarantee scheme had been approved by the European Commission. This 
temporary scheme was due to expire in several months. In compliance with applicable state 
aid rules, the bank was to submit a new restructuring plan to the European Commission 
within a period of three months. 

The purpose of PwC’s work was to present and document the bank management’s plans for 
the remaining group over the next five years, and support future discussions of the states 
with the European Commission.

Approach and outcomes PwC advised and supported management to develop a strategic restructuring plan for the 
remaining part of the bank for submission to the European Commission. 

The work included assistance with the following:

•	 Portfolio review and disposal strategy.

•	 Funding model.

•	 Operating model.

•	 Plan to transition to a new operating model.

•	 Deleveraging acceleration options.

•	 Financial plan and key assumptions.

•	 Risks and mitigants.

PwC also performed an independent review of the key drivers and assumptions behind 
managements’ plan. PwC presented its findings to the European Commission states, control 
banks and regulators, providing credibility and independence to the restructuring process. 

PwC facilitated the management of the stakeholders and achieved a negotiated position that 
engaged the diverse shareholder interests in support of the banking group.
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Leading European 
banking group— 
noncore asset assistance

Issues The bank was heavily exposed to its domestic property market, and the quality of its loans 
rapidly deteriorated following the economic crisis.

Securing support from the relevant authorities required a credible restructuring and 
deleveraging plan.

Urgent and significant action was required to reduce the loan-to-deposit ratio and to re-
establish the bank’s core franchise.

As we worked to address the above issues, we noted that there was a lack of consensus 
and no framework was in place to identify the bank’s core and noncore assets.

The bank itself had no suitable resource to manage and operate a noncore unit within 
the bank.

Approach and outcomes PwC rapidly and efficiently dissected and valued a complex balance sheet providing clarity 
on the bank’s position. 

PwC undertook a wide range of activities including:

•	 Assisting with the preparation for the establishment of a special purpose vehicle to house, 
deconsolidate and (eventually) dispose of illiquid assets.

•	 Creating the core/noncore framework that provided the foundation to drive deleveraging.

•	 Creating and helping to staff the noncore unit of the bank including providing a 
secondment to lead the unit.

•	 Designing the noncore unit’s organisational, governance and operating structure.

•	 Assisting with the identification of noncore assets and developing a deleveraging plan.

•	 Generating reporting and forecasting templates for the unit, agreed-upon key 
performance indicators (KPIs) and establishing an effective semi-annual budgeting cycle.

The deleveraging plan was accepted by the relevant authorities. Monthly reporting and 
periodic reforecasting was established with external stakeholders. The deleveraging 
committee is now in operation and fully functional.
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Leading government 
agency— 
insurance scheme design 
and implementation 

Issues This scheme was conceived to restore stability to the financial system by protecting 
particular financial institutions from unexpected losses on affected portfolios.

This was a high-profile, major government initiative where timely delivery was critical.

Approach and outcomes PwC supported the government as its central adviser, alongside core legal and investment 
banking advisers, in the design, development and subsequent implementation of the 
scheme through a dedicated agency. 

The government agency required an assessment of the level of exposure the government 
might face in a range of macroeconomic scenarios. 

PwC developed and coordinated a number of work streams and other advisers and 
service providers, and played a key role in providing advice on the scheme design, scheme 
operations, valuation and due diligence.

PwC undertook a wide range of activities including:

•	 Advising on the design of scheme rules.

•	 Working with other advisers to model macro- and micro-scenarios, and supporting the 
final shape of the programme including with respect to the government’s obligations on 
competition.

•	 Designing and leading a due-diligence process to understand and assess the nature and 
quality of the loan assets.

•	 Developing the operating and governance model for a dedicated agency to operate the 
scheme, and providing secondees and staff to help run the agency.

•	 Providing data-validation services (including the building of a system for recording and 
managing data in relation to the covered assets) and acting as loss-verification agent.

The establishment and successful execution of the scheme came at a time of severe 
financial stress and was a crucial part of the government’s response in re-establishing 
financial stability. The scheme allowed participating banks to re-establish market confidence 
in their financial positions, and all have since withdrawn and the scheme discontinued, 
having fulfilled its purpose.



40 FS Viewpoint 

Leading government 
agency—  
creation of state-run  
‘bad bank’

Issues The government in question had an urgent need for a mechanism to: 

•	 Provide liquidity to the banks.

•	 Address the issues of toxic real estate loans on banks’ balance sheets.

•	 De-gear bank balance sheets.

•	 Provide stability to the financial markets. 

In order to do this, the government set up a separate ‘bad bank’ to acquire banks’ 
distressed commercial real estate loans.

The agency has been set up with the capacity to work out and manage more than 1,000 
different exposures, more than 15,000 loans and nearly €90 billion of exposure from a 
number of legacy institutions.

Approach and outcomes PwC was retained to advise on the set up of the ‘bad bank’. Our role involved a number of 
activities including assistance with the following:

•	 Design of the operating model.

•	 Organisational design.

•	 Workflow, credit assessment processes and remit of the credit committee.

•	 Formulation of management information requirements.

•	 Drafting of codes of conduct as required by law. 

•	 Production of enforcement and workout manuals.

•	 Production of a risk-management framework.

•	 Production of a resourcing model (skills and numbers) as well as a first workout team, 
pending recruitment of a permanent workforce.

•	 Defining the process for onboarding of corporate real estate loans.

•	 Establishing a team to support bank customers on preparing business plans.

•	 Defining processes to review such plans.

A fully functioning organisation of more than 100 people was established within a 
short timeframe.
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