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the EU securitisation framework
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Introduction

In the wake of the global financial crisis engagement in the EU securitisation market has shrunk significantly both on
the demand and the supply side. When soundly structured, securitisation can play a positive role in deepening capital
markets and freeing up bank balance sheets. In particular, by transforming illiquid assets into tradable securities,
securitisation can release bank capital for further lending. It is an important building block of the capital markets union
(CMU) as it enables risk transfers to a broad set of institutional investors, allowing them indirectly to finance economic
activities, and opens up new investment opportunities.

By enhancing legal clarity via codifying the sectoral rules governing the EU securitisation market in a single regulation,
increasing market transparency and putting in place provisions that prevent the re-emergence of the harmful market
practices that led to the global financial crisis, the EU aims to revive the EU securitisation market on a more sustainable
basis. Furthermore, the introduction of a label for securitisations that are simple, transparent and standardised (STS)
helps investors identify high-quality securitisation structures and thus contributes to overcome the stigma that had been
attached to the securitisation market.

The EU securitisation framework is applicable since January 2019. The framework consists of the Securitisation
Regulation which sets out a general framework for all securitisations in the EU and a specific framework for simple,
transparent, and standardised (STS) securitisations as well as prudential requirements for securitisation positions in the
Capital Requirements Regulation and in Solvency |l

The framework was complemented on 6 April 2021 in the context of the efforts to help the post-COVID-19 economic
recovery by extending the scope of the STS label to on-balance-sheet synthetic securitisations and by addressing
regulatory obstacles to securitising non-performing exposures.

In its capital markets union (CMU) action plan published on 24 September 2020 the Commission has committed to
review the current regulatory framework for securitisation to enhance banks' credit provision to EU companies, in
particular SMEs, to scale-up the securitisation market in the EU. This commitment was echoed in the European
Parliament’s own initiative report on the CMU, adopted in October 2020, and endorsed by the Council conclusions of
December 2020 on the Commission’s CMU action plan.

This coincides with the Commission’s legal obligation under Article 46 of the Securitisation Regulation to submit a
report on the functioning of the Regulation to the European Parliament and to the Council by 1 January 2022. Article 46
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lists a number of topics that shall be covered. In addition, the report shall take into account the findings of the report on
the functioning and implementation of the regulation by the Joint Committee of the European Supervisory Agencies

(ESAs).

In order to deliver on the Commission’s commitment in the CMU action plan and in order to prepare the mandated
report, this targeted consultation seeks stakeholders’ feedback on a broad range of issues. It covers the areas
mandated by Article 46 of the Securitisation Regulation, namely

® the effects of the regulation (Section 1)

® private securitisations (Section 2)

® the need for an equivalence regime in the area of STS securitisations (Section 5)

® disclosure of information on environmental performance and sustainability (Section 6) and

® the need for establishing a system of limited licensed banks performing the functions of SSPEs — securitisation

special purpose entities (Section 7)

In addition, the questionnaire seeks feedback on a number of additional issues that have been identified and raised by
stakeholders and by the Joint Committee of the ESAs as having an impact on the functioning of the securitisation
framework. This questionnaire will be followed by a call for advice to the Joint Committee of the ESAs on the
appropriateness of the prudential treatment of securitisations.

In view of the technical nature of the issues, the questionnaire is targeted to market participants, including data
repositories and rating agencies, industry associations and supervisors. While some questions are general, others are
directed towards particular participants in the securitisation market, i.e. issuers or investors, or towards supervisors.
Please note that not all questions are relevant for all stakeholders and that you are not expected to reply to every
question.

The targeted consultation is available in English only and will be open for 8 weeks and will close on
17 September 2021.

The consultation will be followed by a roundtable event for which a separate invitation will be issued in due time. The
contact details provided in replying to this consultation will be used to send out the invitations to the roundtable.

Please note: In order to ensure a fair and transparent consultation process only responses received through our
online questionnaire will be taken into account and included in the report summarising the responses. Should you
have a problem completing this questionnaire or if you require particular assistance, please contact fisma-securitisation-

review@ec.europa.eu.

More information on

® on this consultation

® on the consultation document

® securitisation

® on the protection of personal data regime for this consultation
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“Please specify your activity field(s) or sector(s)

BVI represents the interests of the German fund industry at national and international level. The association
promotes sensible regulation of the fund business as well as fair competition vis-a-vis policy makers and
regulators. Asset Managers act as trustees in the sole interest of the investor and are subject to strict
regulation. Funds match funding investors and the capital demands of companies and governments, thus
fulfilling an important macro-economic function. BVI’'s 117 members manage assets more than 4 trillion
euros for retail investors, insurance companies, pension and retirement schemes, banks, churches and
foundations. With a share of 22%, Germany represents the largest fund market in the EU.

The Commission will publish all contributions to this targeted consultation. You can choose whether you
would prefer to have your details published or to remain anonymous when your contribution is published. Fo
r the purpose of transparency, the type of respondent (for example, ‘business association,
‘consumer association’, ‘EU citizen’) country of origin, organisation name and size, and its
transparency register number, are always published. Your e-mail address will never be published.
Opt in to select the privacy option that best suits you. Privacy options default based on the type of
respondent selected

*Contribution publication privacy settings

Anonymous
Only organisation details are published: The type of respondent that you
responded to this consultation as, the name of the organisation on whose
behalf you reply as well as its transparency number, its size, its country of
origin and your contribution will be published as received. Your name will not
be published. Please do not include any personal data in the contribution itself
if you want to remain anonymous.

¢ Public
Organisation details and respondent details are published: The type of
respondent that you responded to this consultation as, the name of the
organisation on whose behalf you reply as well as its transparency number, its
size, its country of origin and your contribution will be published. Your name
will also be published.

/1 | agree with the personal data protection provisions

Consultation questions

1. Effects of the Regulation


https://ec.europa.eu/info/files/2021-eu-securitisation-framework-specific-privacy-statement_en

Question 1.1:

Has the Securitisation Regulation (SECR) been successful in achieving the following objectives:

Improving access to credit for the real economy, in particular for
SMEs

Widening the investor base for securitisation products in the EU

Widening the issuer base for securitisation products

Providing a clear legal framework for the EU securitisation market

Facilitating the monitoring of possible risks

Providing a high level of investor protection

Emergence of an integrated EU securitisation market

1

(fully
agree)

2

(somewhat
agree)

3

(neutral)

4

(somewhat
disagree)

Don't
5 know -
No
(fully opinion -
disagree) Not
applicable



Question 1.2:

If you answered ‘somewhat disagree’ or ‘fully disagree’ to any of the objectives
listed in the previous question, please specify the main obstacles you see to the
achievement of that objective.

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Since placed SME ABS Issuance is almost not in existence anymore, obviously the securitisation regulation
has rather not been successful in achieving the objective to encourage satisfying SME funding needs
through usage of securitisations. However, the main obstacle, next to securitisation being more cost intense
for investors (regulatory capital, LCR, Solv 2) and issuers in fulfilling regulatory requirements compared to
other instruments, lies not in securitisation regulation itself but in the reduced funding demand by European
banks given higher saving rates and cheap central bank money in particular.

Furthermore, regarding the widening of the issuer base, it has to be stated that the total issuance volume for
placed European securitisations has not increased meaningfully for a couple of years. Again, the main
obstacle for issuance of securitisations in our opinion is the generous availability of financing through other
channels, therewith disincentivizing the usage of securitisations. According to a data provider, there have
just been five new originators for European RMBS and eight for European ABS entering the market and
using STS securitisations. To resolve this situation and facilitate the attractiveness of the EU securitization
market, we suggest to consider a more tailor-made regulation that more appropriately takes into account the
specifics of STS securitisations (cf. our answers to Q11 and Q15.2).

Question 1.3:

What has been the impact of the SECR on the cost of issuing / investing in
securitisation products (both STS and non-STS)? Can you identify the biggest
drivers of the cost change? Please be specific.

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

2. Private securitisations

The legal framework acknowledges the bilateral and bespoke nature of so-called private securitisations and does not
require them to disclose detailed information about the transaction to potential investors in the same way that it does for
public securitisations. However, this needs to be balanced against the need to ensure adequate supervision of private
transactions, which requires access to sufficient information on the part of supervisors. As a result, the current legal
framework requires private securitisations to fill in the same data templates as public securitisations.

Question 2.1:

10



Are you issuing more private securitisations since the entering into application of
the EU securitisation framework?

Yes, significantly

Yes, slightly

No change

No, it has decreased

Don’t know / no opinion / not applicable

Question 2.2:
What are the reasons for this development (please explain your answer)?

5000 character(s) maximum
including spaces and line breaks, i.e. stricter than the MS Word characters counting method.

Question 2.3:
Do the current rules enable supervisors to get the necessary information to carry
out their supervisory duties for the private securitisation market?

Yes

No

Don’t know / no opinion / not applicable

Question 2.4:
Do investors in private securitisations get sufficient information to fulfil their due
diligence requirements?

Yes

No

Don’t know / no opinion / not applicable

Question 2.5:
Do you find useful to have information provided in standard templates, as it is
currently necessary according to the transparency requirements of Article 7 and the
associated regulatory and implementing technical standards?

Yes

No

11



Don’t know / no opinion / not applicable

Question 2.6:
Does the definition of private securitisation need adjustments?

Yes
No
Don’t know / no opinion / not applicable

3. Transparency and Due diligence

The transparency regime in the SECR requires that the originator, sponsor and SSPE of a securitisation make a range
of information available to the holders of the position, to competent authorities and, upon request, to potential investors.
The information is provided via templates and is intended to enhance the transparency of the securitisation market as
well as to facilitate investors’ due diligence and the supervision of the market. The following questions aim to find out
whether the information that is currently provided to investors is appropriate, sufficient and proportionate for their due
diligence purposes and whether any improvements can be made.

Question 3.1:
Do you consider the current due diligence and transparency regime proportionate?

Yes
No
Don’t know / no opinion / not applicable

Question 3.2:

What information do investors need? How do investors carry out due diligence

before taking up a securitisation position?

5000 character(s) maximum

For placed securitisations, investors’ requirements generally are fulfilled, loan-by-loan information is mostly
given, and also cash-flow models are made available.
To further improve the usefulness of European securitisation, we would suggest promoting the disclosure of
additional loan-by-loan information that would enhance the transparency and support the investors’
assessment of ESG (Environmental, Social, Governance) criteria. Also, standardisation regarding the format
of relevant ESG information would be welcome and could help to foster investments into sustainable assets.
AMIC, the Asset Management and Investor Council of The International Capital Market Association (ICMA),
has set up an ad hoc working group to discuss ESG transparency of securitisations. We strongly encourage

the European Commission to contact AMIC to get in close collaboration regarding the identification of useful
key performance indicators and potential originator disclosure requirements.

Question 3.3:
Is loan-by-loan information disclosure useful for all asset classes?

? Yes
No

12



Don’t know / no opinion / not applicable

If Yes, please specify (multiple choice accepted):
Auto-loans/leases
Trade receivables
Residential mortgages (RMBS)
SME loans
Corporate loanse
Leases
Consumer loans
Credit-card receivables
Other

Please explain your answer to question 3.3:

5000 character(s) maximum

Loan-by-loan information disclosure is useful for all asset classes. Even though the importance of loan-by-
loan information increases the smaller the amount of distinct assets in the pool is, it is useful in any case
since it enables the investor to assess the performance of a loan/lease pool by inter alia considering all
characteristics of a pool that could be influenced by certain outliers or by loan features which might be seen
rather unproblematic on their own but could be challenging when they coincide with certain other factors.
Furthermore, loan-by-loan information can be helpful to avoid tail risks that might not be detected by
assessing averages or certain loan buckets only.

Question 3.4:
Is loan-by-loan information disclosure useful for all maturities?

® Yes
No
Don’t know / no opinion / not applicable

Please explain your answer to question 3.4:

5000 character(s) maximum

Yes, same reason as given in 3.3.

Question 3.5:
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Does the level of due diligence and, consequently, the type of information needed
depend on the tranche the investor is investing in?
Yes
“ No
Don’t know / no opinion / not applicable

Please explain your answer to question 3.5:

5000 character(s) maximum

No. Different tranches of a securitisation will differ in their capability to withstand performance stress
scenarios. It remains the investor’s decision what amount of risk could be taken with a certain investment for
a specific mandate. However, the amount of information needed to assess the potential magnitude of risk
that comes along with such investment still remains the same, no matter what tranche the investor finally
invests in (pls also see the answer to question 3.3.). Even though investors might use a different depth of
analysis depending on the position in the capital structure they consider investing in, this might strongly be
influenced by structural features (i.e. not collateral information), and the amount of information describing the
underlying asset pool would rather depend on granularity.

Question 3.6:
Does the level of due diligence and, consequently, the type of information needed
depend on whether the securitisation is a synthetic or a true-sale one?

Yes
No
Don’t know / no opinion / not applicable

Question 3.7:
Are disclosures under Article 7 sufficient for investors?

Yes
No
Don’t know / no opinion / not applicable

Question 3.8:
Do you find that there are any unnecessary elements in the information that is
disclosed?

Yes

No

Don’t know / no opinion / not applicable

Question 3.9:
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Can you identify data fields in the current disclosure templates that are not useful?
Please explain your answer.

5000 character(s) maximum

Question 3.10:
Can the disclosure regime be simplified without endangering the objective of
protecting EU institutional investors and of facilitating supervision of the market in
the public interest?

Yes

No

Don’t know / no opinion / not applicable

4. Jurisdictional scope

The Joint Committee of the ESAs issued an opinion to the Commission on the jurisdictional scope of the Securitisation
Regulation, identifying some elements of the legal text that require clarification. This section of the questionnaire seek
feedback on the issues identified by the Joint Committee.

Question 4.1:
Have you experienced problems related to a lack of clarity of the Securitisation
Regulation pertaining to its jurisdictional scope?

Yes

No

Don’t know / no opinion / not applicable

Question 4.2:
Where non-EU entities are involved, should additional requirements (such as EU
establishment/presence) for those entities be introduced to facilitate the supervision
of the transaction?

Yes

No

Don’t know / no opinion / not applicable

15
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Q uestion 4 . 3
In transactions where at least one, but not all sell-side entities (original lender, originator, sponsor or SSPE), is
established in the EU:

A) Should only entities established in the EU be eligible (or solely responsible) to
fulfil the risk retention requirement under Article 6?

Yes

No

Don’t know / no opinion / not applicable

B) Should the main obligation of making disclosures under Article 7 be carried out
by one of the sell-side parties in the EU? In this case, should the sell-side party(ies)
located in a third country be subject to explicit obligations under the securitisation
contractual arrangements to provide the necessary information and documents to
the party responsible for making disclosures?

Yes

No

Don’t know / no opinion / not applicable

C) Should the party or parties located in the EU be solely responsible for ensuring
that the “exposures to be securitised” apply the same credit-granting criteria and
are subject to the same processes for approving and renewing credits as non-
securitised exposures in accordance with Article 97

Yes

No

Don’t know / no opinion / not applicable

D) Should a reference to sponsors located in a third country be included in the due
diligence requirements Article 5(1)(b) of the SECR? How could their adequate
supervision be ensured?

Yes

No

Don’t know / no opinion / not applicable

Question 4.4:
Should the current verification duty for institutional investors laid out in Article 5(1)
(e) of the SECR be revised to add more flexibility the framework?

Yes

16



No
Don’t know / no opinion / not applicable

Question 4.5:

Should the SECR and the Alternative Investment Fund Managers Directive
(AIFMD) be amended to clarify that non-EU AIFMs should comply with the due
diligence obligations set out in Article 17 of the AIFMD and Article 5 of the SECR
with respect to those AlFs that they manage and/or market in the Union?

Yes
No
Don’t know / no opinion / not applicable

Question 4.6:

Should the SECR be amended to clarify that sub-thresholds AlIFMs fall within the
definition of institutional investor thereby requiring them to comply with the due
diligence requirements under Article 5 of the SECR?

(The Alternative Investment Funds Managers Directive provides for a lighter regime
for AIFMs whose AlFs under management fall below certain defined thresholds)

Yes
No
Don’t know / no opinion / not applicable

5. Equivalence

The SECR does not include an equivalence regime and Article 18 of SECR requires that originators, sponsors and
SSPE of an STS securitisations are established in the EU. The Commission is tasked to investigate whether an
equivalence regime for STS securitisations should be introduced.

Question 5.1:
Has the lack of recognition of non-EU STS securitisation impacted your company?

Yes
No
Don’t know / no opinion / not applicable

Question 5.2:
Should non-EU entities be allowed to issue an STS securitisation?

Yes

17
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No
Don’t know / no opinion / not applicable

Question 5.3:
Should securitisations issued by non-EU entities be able to acquire the STS label
under EU law?

Yes, in case the securitisation is issued in a jurisdiction that has a regime
declared to be equivalent to the EU STS regime;

Yes, in another way, for example by other mechanisms used in financial
services legislation like recognition or endorsement;
No

Don’t know / no opinion / not applicable

Question 5.4:

Which considerations could be relevant to introducing any of the above
mechanisms (e.g. equivalence/recognition/endorsement/other) and which could be
the conditions attached to such mechanisms?

5000 character(s) maximum

6. Sustainability disclosure

SECR requires that where the underlying loans are residential mortgages or auto loans/leases the available information
related to the environmental performance” of the underlying assets is published for STS securitisation. This obligation
was amended with the capital markets recovery package by including a derogation, whereby originators may, instead,
choose to publish “the available information related to the principal adverse impacts of the assets financed by
underlying exposures on sustainability factors”. The Commission is asked to investigate whether the requirements in
Articles 22(4) [term STS] and 26d(4) [on-balance-sheet STS] about publishing the available information related to the
environmental performance of the assets should be extended to securitisation where the underlying exposures are not
residential loans or auto loans or leases, with a view to mainstreaming environmental, social and governance
disclosure.

Question 6.1:
Are there sufficiently clear parameters to assess the environmental performance of
assets other than auto loans or mortgages?

Yes, for all asset classes
® Yes, but only for some asset classes

18
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No
Don’t know / no opinion / not applicable

Please specify:

7000 character(s) maximum

As already stated in the answer to question 3.2., we suggest to promote the disclosure of additional loan-by-
loan information that would enhance the transparency and support the investors’ assessment of ESG
(Environmental, Social, Governance) criteria. Also, if standardisation regarding the format relevant ESG
information were provided, it would be welcome and could help to foster investments into sustainable assets.
AMIC, the Asset Management and Investor Council of The International Capital Market Association (ICMA),
has set up an ad hoc working group to discuss ESG transparency of securitisations. We strongly encourage
the European Commission to contact AMIC to get in close collaboration regarding the identification of useful
key performance indicators and potential originator disclosure requirements. AMIC’s work on Auto ABS and
MBS is already in progress and the process is intended to start for CLOs in near term.

Question 6.2:
Should publishing information on the environmental performance of the assets
financed by residential loans and auto loans and leases be mandatory?

Yes, the information is currently available

Yes, but with a transitional period to ensure the availability of information
® Yes, with a grandfathering arrangement for existing deals

No

Don’t know / no opinion / not applicable

Question 6.3:
As an investor, do you find the information on environmental performance of assets
valuable?

® Yes
No
Don’t know / no opinion / not applicable

Describe the use you have made of it?

5000 character(s) maximum

Yes, please also refer to the answer to question 3.2.

Question 6.4:
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Do you think it is more useful to publish information on environmental performance
or on adverse impact and why?

5000 character(s) maximum

Question 6.5 (a):
Do you agree that these asset specific disclosures should become part of a general
sustainability disclosures regime as EBA is developing?

Yes

No

Don’t know / no opinion / not applicable

Question 6.5 (b):

Should ESG disclosures be mandatory for (multiple choice accepted):
securitisation that complies with the EU green bond standard
RMBS
auto loans/leases ABS

Question 6.6:
Have you issued or invested in a green or sustainable securitisation? If yes, how
was the green/sustainability dimension reflected in the securitisation? (multiple
choice accepted)
Green or sustainable underlying assets
Use of proceeds for green/sustainable projects. If so, please describe how the
use of proceeds principle is applied
Green/sustainable collateral AND use of proceeds for green/sustainable
projects. If so, please describe how the use of proceeds principle is applied

Other

Question 6.7:

According to the Commission proposal for a European green bond standard, a
securitisation bond may qualify as EU green bond if the proceeds of the
securitisation are used by the issuing special purpose vehicle to purchase the
underlying portfolio of Taxonomy-aligned assets. Is there a need to adjust this
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EuGB approach to better accommodate sustainable securitisations or is there a
need for a separate sustainable securitisation standard?

Yes

No

Don’t know / no opinion / not applicable

7. A system of limited-licensed banks to perform the functions of
SSPEs

SECR has tasked the Commission to investigate if there is there a need to complement the framework on securitisation
by establishing a system of limited licensed banks, performing the functions of SSPEs and having the exclusive right to
purchase exposures from originators and sell claims backed by the purchased exposures to investors.

Question 7.1:
Would developing a system of limited-licensed banks to perform the functions of
SSPEs bring added value to the securitisation framework?

Yes

No

Don’t know / no opinion / not applicable

Question 7.2:
If you answered Yes to question 7.1, please specify what elements should such a
system include?

5000 character(s) maximum

8. Supervision

The Joint Committee of the ESAs’ report on the implementation and functioning of the securitisation framework noted
some possible shortcomings in the supervision of the market. This section seeks to gather additional feedback in the
areas identified by the Joint Committee.

Question 8.1:
Are emerging supervisory practices for securitisation adequate?

Yes
No
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Don’t know / no opinion / not applicable

Question 8.2:

Have you observed any divergences in supervisory practices for securitisation?
Yes
No
Don’t know / no opinion / not applicable

Question 8.3:
If you answered Yesto question 8.2, please explain your answer:

5000 character(s) maximum

Q uestion 8 . 4
Should the Joint Committee develop detailed guidance (guidelines or regulatory technical standards) for competent
authorities on the supervision of any of the following areas:

A) the due diligence requirements for institutional investors (Art 5)
Yes
No
Don’t know / no opinion / not applicable

B) risk retention requirements (Art 6)
Yes
No
Don’t know / no opinion / not applicable

C) transparency requirements (Art 7)
Yes
No
Don’t know / no opinion / not applicable

D) credit granting standards (Art 9)
Yes
No
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Don’t know / no opinion / not applicable

E) private securitisations
Yes
No
Don’t know / no opinion / not applicable

F) STS requirements (Articles 18 — 26¢€)
Yes
No
Don’t know / no opinion / not applicable

Question 8.5:
Are any additional measures necessary to make sure that competent authorities
are sufficiently equipped to supervise the market?

Yes

No

Don’t know / no opinion / not applicable

Question 8.6:
[if you are a supervisor] Do supervisors consider the disclosure requirements (both
the content and format) for public securitisations sufficiently useful?

Yes

No

Don’t know / no opinion / not applicable

Question 8.7:
Do supervisors consider the disclosure requirements (both the content and format)
for private securitisations sufficiently useful? If not, how could they be improved?

Yes
No
Don’t know / no opinion / not applicable

9. Assessment of non-neutrality correction factors impact

The current regulatory capital framework for securitisations is built on non-neutrality correction factors to capture the
agency and model risks prevalent in securitisations. These include
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1. the (p) factor, a capital surcharge on the tranches relative to the underlying pool’s capital set at a minimum of
0.3 (30% capital surcharge) for SEC-IRBA (Article 259(1) of the CRR) and at 1 for SEC-SA (Article 261(1) of the
CRR) (100% capital surcharge)

2. the capital floors, whereby the lowest risk weight that may be assigned to the senior securitisation tranche may
not be less than 15% (10% in the case of a simple, transparent and standardised -“STS”- securitisation)

Question 9.1 (a):
In your view, is the capital impact of the current levels of the (p) factor
proportionate, having regard to the relative riskiness of each of the tranches in the
waterfall, and adequate to capture securitisations’ agency and modelling risks?
Yes
® No
Don’t know / no opinion / not applicable

Question 9.1 (b):
If you would favour reassessing the current (p) factor levels, please explain why
and what alternative levels for (p) you would suggest instead:

5000 character(s) maximum

The differences between the (p) factor for SEC-IRBA and the one for SEC-SA are immense, as multiple
variables are used to calculate (p) in SEC-IRBA and none in SEC-SA. Even when high risk weights are
taken into account for the underlyings, e.g. only a small amount of underlyings in the securitisation (N) are
necessary to achieve the same (p) factor of 1 as a securitisation with many more underylings would get in
the SEC-SA. Therefore, the SEC-SA should take some additional variables into account to achieve a more
level playing field between to two approaches.

Question 9.2:
Are current capital floor levels for the most senior tranches of STS and non-STS
securitisations proportionate and adequate, taking into account the capital
requirements of comparable capital instruments?
Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 9.2:

5000 character(s) maximum
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Question 9.3:

Are there any alternative methods to the (p) factors and the capital floors to capture
agency and modelling risk of securitisations that could be regarded as more
proportionate?

Please provide evidence to support your responses to the above questions:

5000 character(s) maximum

Please also refer to the answer to question 9.1.

10. Maturity

With reference to question 9, the level of the maturity of the tranche has an important impact on the calculation of the
(p) factor in SEC-IRBA, the look-up table of SEC-ERBA, and indirectly in the calibration of the (p) factor in SEC-SA in
order to keep the relative capital charges under the hierarchy of approaches. EBA Guidelines on the determination of
the weighted average maturity of the contractual payments due under the tranche have provided a methodology to
calculate the maturity of a tranche in a more accurate way, helping to mitigate that impact.

Question 10.1:
Do you think that the impact of the maturity of the tranche is adequate under the
current framework?
Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 10.1:

5000 character(s) maximum

The EBA Guidelines provide the methodologies banks can choose to calculate the maturity and how to apply
them. However, these methodologies are limited to the SEC-IRBA, as the maturity does not factor directly
into the calculation of (p) in SEC-SA. Rather, as you state, it is used to calibrate the fixed value of (p) in SEC-
SA. However, neither CRR nor the EBA Guidelines specify how this calibration is performed and how the
maturity factors in. Therefore, it is impossible to judge the impact of the maturity on (p)and the SEC-SA
specifically and the resulting capital charges for small and medium sized banks.

Question 10.2:
Is there an alternative way of considering the maturity of the tranche within the
securitisation framework?

? Yes
No
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Don’t know / no opinion / not applicable

Please explain your answer to question 10.2:

5000 character(s) maximum

Banks and investors should be informed on how the maturity factors into the calibration of (p) in the SEC-SA.

11. Treatment of STS securitisations and asset-backed commercial
papers (ABCPs) for the liquidity coverage ratio (LCR)
STS securitisations currently qualify as level 2B assets under the LCR Delegated Act, subject to certain additional

requirements laid out therein. If STS securitisations were reclassified as level 2A, up to 40% of a credit institution’s
liquidity buffer could be made up of STS securitisations.

ABCPs may qualify as STS securitisations but do not meet the necessary requirements to qualify as liquid assets for
LCR-purposes.

Question 11.1 (a):
Should STS securitisations be upgraded to level 2A for LCR purposes?
® Yes
No
Don’t know / no opinion / not applicable

Please explain your answer to question 11.1 (a):

5000 character(s) maximum

The riskiness of securitisations is a factor in the qualification as level 2B assets. STS-securitisations are
considered less risky than regular securitisations. Given the high liquidity, for example for STS Auto ABS,
they should be treated equally to other liquid assets, for example like 2A assets.

Question 11.1 (b):

If you answered ‘yes’ to question 11.1(a), should specific conditions apply to STS
securitisations as Level 2A assets to mitigate a potential concentration risk of this
type of assets in the liquidity buffer.

Please support your arguments with evidence on the liquidity performance of STS
securitisations or parts of the market thereof, providing in particular evidence of the
liquidity of the asset in crisis times such as March 2020.

5000 character(s) maximum
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No, as such conditions also do not apply to other level 2A assets.

Question 11.2 (a):
Should ABCPs qualify as level 2B assets for LCR purposes?

® Yes
No
Don’t know / no opinion / not applicable

Please explain your answer to question 11.2 (a):

5000 character(s) maximum

ABCPs that may qualify as STS-securities and that are as liquid as other level 2B assets, should at least be
recognised as such.

Question 11.2 (b):

Should specific conditions apply to ABCPs as level 2B assets for LCR purposes.
Please support your arguments with evidence on the liquidity performance of
ABCPs, providing in particular evidence of the liquidity of the asset in crisis times
such as March 2020.

5000 character(s) maximum

No comment

12. SRT tests

The recent EBA report on significant risk transfer (SRT) recommended improving the current SRT tests, the
specification of the test on the commensurate transfer of risk (CRT test) and the implementation of a new principle-
based approach test (PBA test).

The allocation of the lifetime expected losses (LTEL) and the unexpected losses (UL) of the underlying portfolio plays a
fundamental role in those tests. In synthetic securitisations in particular, the consideration of optional calls and the
application of Article 252 of the CRR on maturity mismatches affect the outcome of the tests. Optional calls shorten the
expected life of the deal, reduce the LTEL as a result, and favour the allocation of the UL to the tranches that provide
credit enhancement, while, at the same time, such calls may trigger the application of Art. 252 on maturity mismatches,
thus increasing the capital charge on the tranches retained by the originator.
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Question 12.1:
Do you agree with the allocation of the LTEL and UL to the tranches for the

purposes of the SRT, CRT and PBA tests, as recommended in the EBA report?
Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 12.1:

5000 character(s) maximum

Question 12.2:

What are your views on the application of Art. 252 of the CRR on maturity
mismatches when a time call, or similar optional feature, is expected to happen
during the life of the transaction?

5000 character(s) maximum

No comment

13. SRT assessment process

Section 5 of the EBA report on SRT laid out a series of recommendations on a suggested process for assessing SRT
and standard documentation to be submitted to the originator's competent authority.

Question 13.1:
What are your views on the EBA-recommended process for the assessment of

SRT as fully set out in Section 5 of the EBA report on SRT?

5000 character(s) maximum

No comment
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Question 13.2:

Do you agree with the standardised list of documents that the EBA report on SRT
recommended for submission to the competent authority for SRT assessment
purposes?

5000 character(s) maximum

No comment

Question 13.3:

Once it has been established that the regulatory quantitative and qualitative criteria
are met and transactions are in line with standard market practices, should a
systematic ex-ante review be necessary?

Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 13.3:

5000 character(s) maximum

Question 13.4:
Should the ex-ante assessment by the Competent Authority be limited to complex
transactions?

Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 13.4:

5000 character(s) maximum

29



14. SRT Amendments to CRR

Section 6 of the EBA report on SRT recommended a set of amendments of the CRR to simplify and improve the current
SRT tests.

Question 14.1:
Do you agree with the recommendations on amendments of the CRR as fully laid
out in Section 6 of the EBA report on SRT?
Yes
No
® Don’t know / no opinion / not applicable

Please explain your answer to question 14.1:

5000 character(s) maximum

15. Solvency i

Insurance companies allocate only a small portion of their investments to securitisation positions. The Commission
would like to know whether Solvency Il standard formula capital requirements or other factors cause limited demand by
insurance companies.

Question 15.1:
Is there an appetite from insurers to increase their investments in securitisation
(whether a senior tranche, mezzanine tranche, or a junior tranche)?
® Yes
No
Don’t know / no opinion / not applicable

Question 15.2:
Is there anything preventing an increase in investments in securitisation by

insurance companies?
® Yes
No
Don’t know / no opinion / not applicable
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Please explain your answer to question 15.2:

5000 character(s) maximum

Especially the risk factors in the current calculation for standard formula capital requirements for spread risk
on securitisation positions in Solvency |l for non-STS securitisations are considered as extremely high. A
further concern is the use of the legal maturity when calculating the credit duration. In general,
securitisations are “sinkable” (i.e., the issuer reduces the cost of borrowing over time by buying and retiring a
portion of the bonds periodically on the open market, drawing upon the fund to pay for the transactions) and
moreover prepaid in practice long before legal maturity, and this effect is not considered when using legal
maturity.

Even a short-term portfolio (investment fund) of non-STS securitisation (only 1G rated positions i.e. CQS of 0
to 3) is affected by a spread risk of about 60%.

This is disproportionably high when comparing with:

—an OECD equity portfolio with equity risk type 1 of 39%

— a high yield bond portfolio (only Non-IG Ratings i.e. CQS of 4 & 5) with spread risk of about 22%
- not providing a look through for the securitisation fund and using the equity risk type 2 of 49%

Question 15.3:
Is the current calculation for standard formula capital requirements for spread risk
on securitisation positions in Solvency Il for the senior tranches of STS
securitisations proportionate and commensurate with their risk, taking into account
the capital requirements for assets with similar risk characteristics?

Yes

No

Don’t know / no opinion / not applicable

Please be specific in your reply and, where relevant, provide a comparison,
including where appropriate with internal models and their relative impact on the
share of securitisation investments:

5000 character(s) maximum

Question 15.4:
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Is the current calculation for standard formula capital requirements for spread risk
on securitisation positions in Solvency |l for the non-senior tranches of STS
securitisations proportionate and commensurate with their risk, taking into account
the capital requirements for assets with similar risk characteristics?

Yes
No
Don’t know / no opinion / not applicable

Please be specific in your reply and, where relevant, provide a comparison,
including where appropriate with internal models and their relative impact on the
share of securitisation investments:

5000 character(s) maximum

Question 15.5:
Is the current calculation for standard formula capital requirements for spread risk
on securitisation positions in Solvency Il for non-STS securitisations proportionate
and commensurate with their risk, taking into account the capital requirements for
assets with similar risk characteristics?

Yes

No

Don’t know / no opinion / not applicable

Please be specific in your reply and, where relevant, provide a comparison,
including where appropriate with internal models and their relative impact on the
share of securitisation investments:

5000 character(s) maximum

Question 15.6:
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Should Solvency Il standard formula capital requirements for spread risk
differentiate between mezzanine and junior tranches of STS securitisations?

Yes

No

Don’t know / no opinion / not applicable

Question 15.7:
Should Solvency Il standard formula capital requirements for spread risk
differentiate between senior and non-senior tranches of non-STS securitisations?

Yes
No
Don’t know / no opinion / not applicable

Additional information

Should you wish to provide additional information (e.g. a position paper,
report) or raise specific points not covered by the questionnaire, you can
upload your additional document(s) below. Please make sure you do not
include any personal data in the file you upload if you want to remain
anonymous.

The maximum file size is 1 MB.
You can upload several files.

Useful links

More on this consultation (https://ec.europa.eu/info/publications/finance-consultations-2021-eu-securitisation-

framework_en)

Consultation document (https://ec.europa.eu/info/files/2021-eu-securitisation-framework-consultation-document

More on securitisation (https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-markets

/securities-markets/securitisation_en)

Specific privacy statement (https://ec.europa.eu/info/files/2021-eu-securitisation-framework-specific-privacy-

statement_en)

More on the Transparency register (http://ec.europa.eu/transparencyregister/public’homePage.do?locale=en)
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Contact

fisma-securitisation-review@ec.europa.eu





