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As part of the banking reform carried out after the financial crisis in 2008 - which was
aimed at increasing the protection of credit institutions against insolvency — regulators set out
to strengthen capital regulations. Therefore, the concept of this doctoral dissertation is related
to the changes, taking place in the European banking system, after the introduction of new
Basel HI international regulatory framework for banks. As a result of the inception of this
legal framework. in 2013, a new class of bank’s regulatory capital - Additional Tier 1 (AT1) -
was created. The instruments eligible for AT1 purposes must be hybrid securities: Contingent
Convertible bonds (CoCos). The adoption in 2019 by the EU Council and the European
Parliament of the so-called new banking package (EBA Risk Reduction Package Roadmaps).
shed a new light on the exploration of CoCos - specifically, the need 1o analyze these
mstruments from the new prudential requirements perspective. Thus, the main objective of the
dissertation was to analyze CoCo hybrid securities, as capital instruments, in the light of new
supervisory regulations. The dissertation verified and assessed whether, in the amended legal
framework, CoCos still are able to provide buffer capital to a bank at a time of distress but
betore potential insolvency i.e. are they loss absorbing instruments on a going-concern basis

or if they became more gone-concern type of instruments.

The doctoral dissertation consists of five chapters, which include. among others:
literature analysis, and empirical research. As a result of the literature analysis, the hybrid
linancial instruments against the evolution of capital requirements under the Basel Capital
Accord were considered. In addition, a description of the mechanisms, structure and

parameters of AT1 CoCos hybrid securities were made, with particular emphasis on their



characteristic features, proving their loss-absorbing capacity. Moreover, the role of these new
generation bank hybrid securities in the bank resolution mechanism was analyzed. Using the
methods such as ratio analysis and regression analysis, the loss absorption mechanism of AT
CoCos was assessed against the background of capital requirements in the regime of the new

banking package.
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The conclusions drawn from the analyses showed areas of failure of hybrid CoCos
financial instruments and contributed to answering the question of how CoCos instruments
should evolve in order to maintain the effectiveness of their main function. which is the
ability to absorb losses on a going concern basis. so that they can be adapted to the changing
new regulatory and market environment. The answers to these questions may. in turn, be
useful for, among others: financial market regulators and practitioners, i.e. credit institutions.
as well as from the point of view of determining and properly understanding the risk of these

mstruments and the possibility of its transfer to their buyers.
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