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In the aftermath of the Global Financial 
Crisis, Recovery and Resolution Planning 
(RRP) was introduced to strengthen the 
crisis preparedness of Financial Institutions 
(FIs), especially ‘Too-Big-to-Fail’ institutions. 
In Malaysia, we have witnessed FIs failing 
during the 1997 Asian Financial Crisis and 
government agencies, such as Pengurusan 
Danaharta Nasional Berhad (Danaharta) 
and Danamodal Nasional Berhad 
(Danamodal) stepping in to recapitalise and 
restructure the FIs. In total, RM6.4billion 
was injected into 10 banking groups. From 
a regulator’s viewpoint, an effective RRP, if 
in place, would have eliminated the need 
for public funding while allowing resolution 
in a more orderly manner.

To date, there is no indicative timeline as to 
when the full roll-out of Recovery Planning 
to the Financial Industry in Malaysia will 
be enforced, although many industry 
practitioners believe that the coming year-
end will mark its long-awaited finalisation.

Here’s what you need to know 
about RRP
While there is uncertainty over the 
‘when’, one thing that’s clear is that 
operationalising and embedding recovery 
planning will present its own set of 
challenges. Banks need to understand 
what RRP truly entails and how best 
to leverage on industry practices to 
build Recovery Plans that are not just 

theoretically comprehensive, but also 
operationally feasible during an actual 
stress scenario. For a Bank that has not 
come face to face with an actual failure, it 
takes all the imagination they have (as well 
as industry guidance) to envision the details 
of an infallible Recovery Plan.

The diagram below presents a summary of 
the interlinkages between the components 
of a Recovery Plan:
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Strategic Analysis
Strategic Analysis forms the first step 
of Recovery Planning and involves the 
identification of the Core Business Lines 
(CBLs), Critical Functions (CFs) and Critical 
Shared Services (CSSs). The correct 
identification is important in the context 
of Recovery Planning to determine which 
business activities need to be continued 
to restore a Bank’s long-term viability and 
financial position, and whether recovery 
options could be implemented without any 
significant adverse impact on the financial 
system and maintenance of the CBLs, CFs 
or CSSs.

EBA’s Comparative Report on the approach 
taken in determining CFs and CBLs 
highlighted the following key observations:

 • Criticality assessments are often based 
on judgmental evaluations and qualitative 
considerations, rather than being 
supported by quantitative information 
and objective, detailed analyses.

 • Consistency in the setting of specific 
quantitative benchmarks associated with 
each key metric for determining a CF and 
CBL is often lacking due to the absence of 
standard, pre-defined thresholds. 

Governance
Governance requires the setting out 
of clear governance arrangements in 
relation to the development, maintenance 
and activation of Recovery Plans. 
Responsibilities and procedures should 
be clear and streamlined because in an 
emergency situation, it is critical that 
decisions and actions are taken as fast 
as possible.

EBA’s Comparative Report on Governance 
Arrangements and Recovery Indicators 
highlighted the following key observations:

 • Recovery Plans often do not ensure 
appropriate coverage of material 
entities, instead focusing only on the 
group perspective and with limited 
contributions from the individual 
subsidiaries level.

 • Escalation processes, including roles and 
responsibilities are not clearly envisaged 
and lack integration into the existing risk 
management processes.

Recovery Indicators
The next component is Recovery Indicators 
which focus on establishing a set of 
quantitative and qualitative indicators that 
allow for proper and regular monitoring 
of potential risks and therefore, timely 
activation of the Recovery Plan.

EBA’s Comparative Report on Governance 
Arrangements and Recovery Indicators 
highlighted the following key observations:

 • Not all categories of the Recovery 
Indicators are covered, with primary 
focus only on capital and liquidity. EBA’s 
Comparative Report also highlighted 
that market-based and macroeconomic 
indicators are only used as early warning 
signals (EWS), with little to no reasoning 
provided for the exclusion of its use as 
Recovery Indicators.

 • Thresholds of the Recovery Indicators are 
not calibrated based on the Bank’s risk 
profile and risk capacity which hinders 
the timely activation of the relevant 
escalation procedures and recovery 
options.

 • Coverage for individual subsidiaries are 
often insufficient, of which Recovery 
Indicators established are just a 
replication of the group level indicators.

Deloitte’s publication on Recovery and Resolution Planning (“RRP”) is intended to capture the best practices to assist Banks achieve the 
above objectives. The publication is to be presented as a series to capture the key observations and areas for improvements across core 
components of the RRP. 

Section 1: Executive Summary

Section 2: Strategic Analysis

Section 5:
Recovery Options

SLE, CBL, CFE and CSS Analysis Interdependencies Analysis

Identification of
 Recovery Options

Section 6: Scenario Analysis

Section 3: Governance Structure and Oversight

Stress Testing Approach

Section 7: Com. &
Disclosure Plan

Stakeholders and
Communication Strategies

Section 4:
Recovery Indicators

Identification of
Recovery Triggers

Determine suitability of Recovery Option of SLE, CBL, 
CF and CSS based on prior assessment.

Determine suitability of Recovery Option to maintain 
financial and operational capabilities of dependencies.

Governance for Recovery Planning is in place even
when in BAU status. However, once the Recovery plan
is activated, Recovery Stage Governance kicks in.

Stress test scenarios output will be
used to determine the indicators.

If breach of Recovery indicators, 
Recovery Plan activated based 
on recovery options.

If Recovery Plan is
activated, communication
and disclosure to
stakeholders commences.

Determine applicability of the 
6 scenarios for each option.

Prescribe Board and Senior Management involvement



3

Recovery and Resolution Plan #1

Scenario Analysis
Scenario Analysis focuses on designing 
comprehensive stress scenarios, both 
quantitatively and qualitatively. The 
scenarios play a key role in testing out the 
feasibility and credibility of the recovery 
options and the effectiveness of the 
Recovery Indicators as warning signals.

EBA’s Comparative Report on the 
approach taken in Recovery Plan scenarios 
highlighted the following key observations:

 • Scenarios are described as static pictures 
without an appropriate timeline of 
events, making it difficult to understand 
at which point in time certain actions 
will be developed (with implications for 
their credibility and feasibility), and to 
understand the relative procedures to be 
activated.

 • Scenarios established lack a clear 
link between the other Recovery Plan 
components, such as Recovery Options 
and Recovery Indicators, hampering the 
assessment on whether the indicators 
have been calibrated to an adequate level 
or whether the options are feasible.

 •  Scenarios lacked detailed descriptions, 
both from a quantitative and qualitative 
viewpoint, making it difficult to assess the 
extent of the severity of the scenarios for 
the Bank.

Recovery Options
Recovery Options outline and rank in order 
of feasibility and credibility a sufficient 
number of plausible options to enable 
a Bank to counter a scenario of stress 
effectively. A comprehensive assessment 
of the impact of each recovery option, both 
operationally and financially, is a key input 
in determining the overall recovery capacity 
of a bank.

EBA’s Comparative Report on Recovery 
Options highlighted the following key 
observations:

 • Credibility and feasibility assessments 
of the recovery options under each 
stress scenario is often lacking, with no 
or partial consideration given to past 
experience, estimated timeframes or 
level of compatibility with each of the 
stress scenarios.

 •  Qualitative and quantitative impact (i.e. 
both operational and financial) of the 
recovery options are often not described 
in detail, creating the impression that the 
final list of options may have involved 
human judgement, rather than be 
grounded in actual data.

 • The interrelations/interdependencies 
between each of the recovery options 
are not considered in depth, sometimes 
giving an unrealistic overview of a Bank’s 
actual recovery capacity.

 • Implementation arrangements of the 
recovery options are not captured in the 
Recovery Plan, resulting in unexpected 
delays in making decisions due to 
confusion over the recovery option 
owners.

The diagram below presents Deloitte’s views on the overall efforts for each component of the Recovery Plan based on the ‘Complexity’ and 
‘Time Taken to complete’ spectrum: 
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Checking if it works with a Dry Run 
Dry Runs usually simulate very fast-
moving shocks, when decisions must 
be made on the basis of imperfect 
information and all relevant stakeholders 
in the organisation are involved. A Dry 
Run presents the Bank and the Senior 
Management with an opportunity to test 
their own proficiency in responding to and 
coordinating a crisis when the viability of 
the Bank is at risk.

The Dry Run should be designed to test 
the following:

Information 
availability

 • Is the bank’s Management Information 
System (MIS) capable of providing 
accurate information for decision 
making on an ad-hoc basis?

 • How does the Bank respond to 
information needs that cannot be 
fulfilled by the existing MIS?

Operational 
feasibility

 • Are the timelines for execution of the 
Recovery Options feasible?

 • Are the preparatory measures outlined 
for the Recovery Options effective 
in facilitating the execution of the 
Recovery Options?

Communication 
strategies 

 • Are the details in the communication 
plans for both internal and external 
stakeholders reliable and sufficient?

 • Are all personnel aware of their roles 
and responsibilities in executing the 
communication strategies?

A Dry Run exercise should not end 
with the completion of a single run. 
Its effectiveness is measured by the 
timely, follow-up actions to rectify all the 
deficiencies identified before the re-run 
happens, in a regular, iterative process 
until it becomes a smooth and seamless 
risk management process.

In our next and upcoming Newsletters, we 
will delve into each of the key components 
of RRP to share lessons learnt from 
previous Recovery Plan implementation 
exercises and how Banks can navigate 
around the complexities of building an 
effective plan.

 • Newsletter #2: Recovery Options

 • Newsletter #3: Recovery Indicators

 • Newsletter #4: Scenario Analysis

 • Newsletter #5: Strategic Analysis & 
Governance

Connecting the dots with a Playbook
The usability of the Recovery Plans is 
often questionable. A study conducted 
by EBA suggested that the size of the 
Recovery Plan (often running into 
hundreds of pages) might be far too 
large to be operationalised in a crisis.

Information that is not presented in a 
structured format makes it difficult for 
a Bank’s management to make swift 
decisions, especially when under a time 
constraint.

Banks should develop Playbooks to 
serve as a quick guide to make it easier 
for the management and for the Board 
to quickly navigate the Recovery Plan.

A good Playbook should contain the 
following, at the minimum:

 • Clear escalation procedures

 • Structured decision-making 
processes

 • Contact information of all relevant 
stakeholders

 • Overview of the key building blocks 
of the Recovery Plan (e.g. Recovery 
Options, Strategic Analysis)

An effective playbook should also be:

 • Tailored to the needs of the FI in line 
with the principle of proportionality

 • Dynamic and updated regularly to 
present updated information

 • Concise, yet precise with focus on 
the action-relevant elements
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