
Default Footer text on all slides is “S&P Global Ratings” – to change / remove use Insert Tab  Header & Footer Enter / change text  Click Apply All. Always copy slides into a new presentation using Paste Options / Paste  Special  Use Destination Theme

Expanding Unremunerated MRR: 
Potential Impact On Eurozone Banks
Presentation to SUERF BAFFI Bocconi webinar Nicolas Charnay

December 12th, 2023

S&P Global Ratings



Default Footer text on all slides is “S&P Global Ratings” – to change / remove use Insert Tab  Header & Footer Enter / change text  Click Apply All. Always copy slides into a new presentation using Paste Options / Paste  Special  Use Destination Theme

S&P Global Ratings 2

Our Prognosis For Rated European Banks In 2024
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Positive outlooks are mainly among lower ratings Rating bias relative to other regions

European Bank Ratings | Stability On The Horizon

Cov ers Top 100 European banks only. Data as of Nov. 02, 2023. Data reflect outlooks at the level of the lead operating 
company. Source: S&P Global Ratings. 
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Data as of  Oct. 31, 2023. Reflects rating bias of all rated banks in each region. EEMEA – Eastern Europe, Middle East & 
Af rica. Source: S&P Global Ratings.
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Eurozone Banks | Higher MRR Would Dent Profits And Liquidity

Under current ECB/NCB policy, required reserves are not HQLA eligible and remunerated at 0%. Assuming a 

moderate increase in MRR (for instance a return to 2%), we find a manageable impact in most systems.
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Eurozone Banks | Monetary policy uncertainties

Excess reserves are not equally distributed across 
systems and banks. 

- Effect would therefore be asymmetric and lead 
to further differentiation in banks’ funding costs.

In case the MRR is raised meaningfully, some 
banks would need to source reserves on the 
interbank market, or let go of some deposits. 

Banks would also likely react in many other ways: 

- shift deposits where they are not subject to MRR 
(for the banks that can); and/or

- Seek to offset the loss of interest income by 
taking on more risk (e.g. interest rate risk)

Potential Depletion of Excess Reserves Due to TLTRO Repayments* 
and increase in MRR

Together with upcoming TLTRO repayments (and potentially a switch to active QT), an increase in MRR 

would deplete excess reserves, which are not equally distributed across systems.

C
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Eurozone Banks | Normalising Monetary Policies Requires Careful Communication

And the ECB has tools to manage potential risks, should they materialise. 

6

Quality of interest rate risk management by 
bank and non-bank FIs

Financing needs from governments, i.e.
fiscal trajectories. 

Amount of liquidity with which banks wish or 
are required to operate

Financing needs from the broader economy

ECB‘s risk 

management 

tools: full 

allotment 

procedure, TPI

Uncertainties in the financial system

Review of the operational framework (MRR, refinancing operations, role of 
forward guidance)

Uncertainties in the real economy

Impact on money markets (esp. repo 
markets)

Speed and extent of balance sheet reduction
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Annex

S&P Global Ratings
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Further Details In Our Published Research
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Analytical Contacts | European Financial Institutions
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