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Executive summary

Welcome to our new quarterly 
publication which aims to keep you up 
to speed with significant prudential 
regulatory developments at domestic 
and European level across the 
banking sector. In this edition, we 
report on the prudential regulatory 
developments which occurred in Q1 
of 2021. 

Starting with January’s developments, 
following the postponement due to 
COVID-19 in 2020, the EU-wide 
stress testing exercise commenced 
in January. 

The ECB also published its SREP 
priorities for 2021 during this month, 
which focus on addressing credit risks 
and efficiency, two key areas where 
the ECB supervisory banking statistics 
from Q3 of 2020 indicated areas of 
concern.

During February the ESAs issued 
recommendations on the application of 
the Regulation on sustainability-related 
disclosures (“SFDR”) and delivered their 
final report on SFDR to the Commission, 
including the draft RTS, on the content, 
methodologies and presentation of 
disclosures in the financial services 
section, with a consultation on 
taxonomy-related product disclosures 
opened in March. 

In March, the EBA published a 
consultation paper on revised guidelines 
for recovery plan indicators and revised 
guidelines for stress tests of deposit 
guarantee schemes (“DGSs”) as well as 
on its new draft guidelines for firms and 
resolution authorities on improving 
resolvability.

We hope you find this edition useful 
and insightful.

John McDonnell
Partner, FS Risk & Regulatory
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EBA observes an increase in the 
asset encumbrance ratio amidst 
extensive use of central bank 
facilities

On 18 January, the EBA published its 
annual report on asset encumbrance. 
As COVID-19 spread across Europe and 
activity in primary markets froze, banks 
made extensive use of central bank 
liquidity facilities to build precautionary 
liquidity buffers. In this context, the asset 
encumbrance ratio rose substantially in 
the first half of 2020.

Prudential regulatory developments

EBA launches 2021 EU-wide 
stress test exercise

On 29 January, the EBA launched the 
2021 EU-wide stress test and released the 
macroeconomic scenarios. Following the 
postponement of the 2020 exercise, due 
to the COVID-19 pandemic, this year’s 
EU-wide stress test will provide valuable 
input for assessing the resilience of the 
European banking sector. Accordingly, the 
adverse scenario is based on a narrative 
of a prolonged COVID-19 scenario in a 
‘lower for longer’ interest rate environment, 
in which negative confidence shocks 
would prolong the economic contraction. 
The EBA expects to publish the results of 
the exercise by 31 July 2021.

ESAs consult to amend technical 
standards on the mapping of 
ECAIs’ credit assessments

On 29 January the Joint Committee of the 
three ESAs launched a public consultation 
to amend the Implementing Regulations 
on the mapping of credit assessments of 
External Credit Assessment Institutions 
(“ECAIs”) for credit risk. The amendments 
are needed to assign mappings for two 
newly established ECAIs and to reflect the 
outcomes of a monitoring exercise on the 
adequacy of existing mappings, namely 
changes to the Credit Quality Steps (“CQS”) 
allocation for two ECAIs and the introduction 
of new credit rating scales for nine ECAIs. 
The implementing Regulations are part of 
the EU Single Rulebook for banking and 
insurance aimed at creating a safe and 
sound regulatory framework consistently 
applicable across the European Union (EU). 
The consultation ended on 5 March 2021.
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BCBS: Basel Committee 
proposes amendments to rules 
on haircut floors for securities 
financing transactions

On 26 January the BCBS published for 
consultation two technical amendments to 
the standard on minimum haircut floors for 
securities financing transactions (“SFTs”). 
The technical amendments seek to 
address an interpretative issue relating to 
collateral upgrade transactions and 
correct for a misstatement of the formula 
used to calculate haircut floors for netting 
sets of SFTs. The consultation period 
ended on 31 March 2021. 

Capital and liquidity
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EBA publishes final draft 
technical standards on indirect 
exposures arising from 
derivatives underlying a debt or 
equity instrument

On 19 February the EBA published final 
draft RTS specifying how institutions 
should determine exposures arising from 
derivative and credit derivative contracts 
not entered directly into with a client but 
whose underlying debt or equity 
instrument was issued by a client. These 
draft RTS will ensure appropriate levels of 
consistency through different pieces of the 
regulatory framework for the calculation of 
large exposures.

EBA publishes final draft technical 
standards on disclosure of 
indicators of global systemic 
importance by G SIIs

On 18 February, the EBA published its 
final draft ITS on the disclosure of 
indicators of global systemically important 
institutions (“G-SIIs”). These standards 
help to identify which banks are G SIIIs 
and specify the formats and instructions in 
accordance with which G SIIs disclose the 
information required under the CRR and 
aim at ensuring consistency of 
information.

ECB to stress test 38 euro area 
banks as part of the 2021 EU-wide 
stress test led by EBA, plus 53 
additional banks it directly 
supervises

On 29 January the ECB confirmed that it 
will examine 38 significant euro area 
banks as part of the 2021 EU-wide stress 
test coordinated by the EBA. In line with 
the EBA’s selection criteria, these banks 
represent broadly 70% of total euro area 
banking assets. The EBA plans to publish 
the results for the individual banks by the 
end of July 2021. In parallel, the ECB also 
plans to conduct its own stress test for 53 
banks it directly supervises but that are 
not included in the EBA led stress test 
sample. This exercise will be consistent 
with the EBA’s methodology and apply the 
same scenarios, while also including 
proportionality elements as suggested by 
the overall smaller size and lower 
complexity of these banks.

The results of both stress tests will be 
used to assess each bank’s Pillar 2 capital 
needs in the context of the Supervisory 
Review and Evaluation Process (“SREP”). 

ECB asks banks to address credit 
risk and improve efficiency

On 29 January the ECB published the 
outcome of its 2020 SREP and announced 
its supervisory priorities for 2021. The 
SREP results reflect an early decision by 
the ECB to take a pragmatic approach 
towards conducting its annual core 
activities on account of the COVID-19 
pandemic. The ECB decided that the Pillar 
2 requirements (“P2R”) and Pillar 2 
guidance (“P2G”) would be kept stable, 
and that the SREP scores would not be 
updated, unless changes were justified by 
exceptional circumstances affecting an 
individual bank. 

Supervisory concerns were addressed 
mainly through qualitative 
recommendations rather than supervisory 
measures. ECB Banking Supervision 
decided to concentrate its 2021 efforts on 
four key areas materially affected by the 
current crisis situation, setting the 
following supervisory priorities for 2021: 
credit risk; capital strength; business 
model sustainability; and governance.
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ECB finalises guide on 
supervisory approach to 
consolidation

On 12 January, the ECB published the 
final guide outlining its supervisory 
approach to consolidation in the banking 
sector, following a public consultation 
which ended on 1 October 2020. The 
guide’s key aspects are:

● The ECB will not penalise credible 
integration plans by setting higher Pillar 
2 capital requirements. Furthermore, 
during the application process it will 
already communicate to the banks an 
indication of the capital levels the 
combined bank will need to maintain;

● Supervisors expect the profits 
stemming from badwill (the difference 
between the re-evaluated book value of 
a bank and the price the acquirer pays) 
to play their role as capital of the 
combined bank. This means that banks 
are expected not to pay out in 
dividends profits stemming from badwill 
until the sustainability of the business 
model has been firmly established. 
The ECB expects the acquirer to take 
advantage of a relatively low acquisition 
price to increase sustainability; and

● The ECB will accept the temporary use 
of existing internal models, subject to a 
strong roll-out plan.

Capital and liquidity
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EBA consults on guidance to 
assess breaches of the large 
exposure limits

On 17 February the EBA launched a 
consultation on the criteria that competent 
authorities should use to assess a breach 
of the large exposure limits. The 
consultation paper also details the criteria 
to determine the period of time and the 
measures for institutions to return to 
compliance with those limits. The 
consultation runs until 17 May 2021.

EBA publishes final guidelines on 
the conditions for the alternative 
treatment of “tri party repurchase 
agreements” for large exposure 
purposes

On 16 February the EBA published 
final guidelines specifying the conditions for 
the application of the alternative treatment 
of institutions’ exposures related to ‘tri party 
repurchase agreements’ for large exposure 
purposes. Under the alternative treatment, 
institutions are allowed to replace the total 
amount of their exposures to a collateral 
issuer due to tri party repurchase 
agreements facilitated by a tri party agent, 
with the full amount of the limits that the 
institution has instructed the tri-party agent 
to apply to those exposures.
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European Commission publishes 
report on possible extension of 
the leverage ratio buffer 
framework

On 16 February the European 
Commission published a report on the 
possible extension of the leverage ratio 
buffer framework to other systemically 
important institutions (“O-SIIs”) and on the 
definition and calculation of the total 
exposure measure, including the 
treatment of central bank reserves.

EU financial regulators warn of an 
expected deterioration of asset 
quality

On 31 March the three ESAs issued their 
first joint risk assessment report of 2021. 
The report highlights how the COVID-19 
pandemic continues to weigh heavily on 
short term recovery prospects. It also 
highlights a number of vulnerabilities in 
the financial markets and warns of 
possible further market corrections.

EBA points to a rising share of 
loans that show a significant 
increase in credit risk (stage 2 
loans)

On 31 March the EBA published its Risk 
Dashboard for the last quarter of 2020. 
The data show a rise in capital ratios, a 
contraction of the Non-performing Loan 
(“NPL”) ratio and a Return on Equity 
(“RoE”) significantly below banks’ cost of 
equity. Besides asset quality and 
profitability, operational risks remain a key 
concern going forward. 

EBA reviews final Q&A’s against 
revised legislation

On 31 March the EBA reviewed Q&As 
published in its Single Rulebook Q&A tool 
against the revised CRR, CRD and 
BRRD. The published Q&As were updated 
in line with the revised legal acts, and the 
outcome has been reflected in the Q&A 
Tool.
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EBA consults on technical 
elements for the implementation 
of the alternative standardised 
approach for market risk as part 
of its FRTB roadmap

On 12 March the EBA launched two public 
consultations on its draft RTS on gross 
jump to default (“JTD”) amounts and its 
draft RTS on residual risk add on 
(“RRAO”). These draft RTS specify:
 
i. how gross JTD amounts are to be 

determined for the purposes of 
calculating the default risk charge for 
non securitisation instruments; and 

ii. how to identify instruments exposed to 
residual risks for the purposes of the 
RRAO under the alternative 
standardised approach for market risk. 

These draft RTS are part of the phase 3 
deliverables of the EBA roadmap for the 
new market and counterparty credit risk 
approaches.

Both consultations run until 12 June 2021.

EBA releases its annual 
assessment of the consistency of 
internal model outcomes for 2020

On 15 March the EBA published two 
Reports on the consistency of risk 
weighted assets (“RWAs”) across all EU 
institutions authorised to use
internal approaches for the calculation of 
capital requirements for 2020. The 
Reports cover credit risk for high and low 
default portfolios (“LDPs” and “HDPs”), as 
well as market risk. The results confirm 
that the majority of risk weights (“RWs”) 
variability can be explained by 
fundamentals. These benchmarking 
exercises are a fundamental supervisory 
and convergence tool to address 
unwarranted inconsistencies and restoring 
trust in internal models.
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EBA reports on the monitoring of 
the LCR implementation in the EU

On 15 March the EBA published its 
second Report on the monitoring of LCR 
implementation in the EU. This Report, 
which complements the one published on 
12 July 2019, highlights areas in which 
further guidance is deemed useful for 
banks and supervisors in order to foster a 
common understanding and 
harmonisation of the application of the 
liquidity standard across the EU, as well 
as to reduce some level playing field 
issues. The EBA will continue regularly 
monitoring the implementation of the LCR 
for EU banks and will update these reports 
on an ongoing basis to set out its 
observations and provide further 
guidance, where necessary.

EBA acknowledges adoption by 
the European Commission of 
standards on institutions’ public 
disclosures

On 19 March the EBA acknowledged the 
adoption by the European Commission of 
the Implementing Act laying down ITS on 
institutions Pillar 3 disclosures. The 
Implementing Act, which is based on the 
final draft ITS on institutions’ public 
disclosures submitted by the EBA in June 
2020, was adopted by the Commission on 
15 March 2021 but its publication in the EU 
Official Journal is still pending. The 
disclosure ITS will apply from 30 June 2021.
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EBA launches public consultation 
on draft revised Guidelines on 
stress tests of DGS

On 11 March the EBA launched a public 
consultation on its revised Guidelines on 
the stress tests conducted by national 
DGSs under the DGS Directive. The 
proposed revision will extend the scope of 
the DGS stress testing, by requiring more 
tests that will cover additional aspects of 
DGS interventions. The proposed  
framework will also achieve greater 
harmonisation and comparability, to 
enable the EBA to carry out a robust peer 
review of national DGS stress tests in 
2024/25. The deadline for the submission 
of comments is 11 June 2021.

Central Bank of Ireland 
Countercyclical Capital Buffer 
maintained at 0%

The COVID-19 pandemic continues to 
impact the Irish macro-financial 
environment. As such, consistent with the 
forward guidance given in the Financial 
Stability Review 2020:II, the Central Bank 
of Ireland “(“CBI”) confirmed on 24 February 
that it is maintaining the CCyB at 0 per cent 
to facilitate, to the extent possible, the 
banking system to absorb these negative 
impacts and to continue to support the 
economy through the sustainable provision 
of credit. 7

The EBA expected to make its 
Basel III monitoring exercise 
mandatory

On 16 March the EBA published a 
decision, which will change the Basel III 
monitoring exercise from its current 
voluntary nature to a mandatory exercise 
from December 2021. This change stems 
from the need to expand the sample to 
more jurisdictions and credit institutions, 
making it more representative, as well as 
to reach a stable sample over time by 
providing authorities with a sound legal 
basis that frames institutions’ participation. 
This decision will assist the EBA to 
represent, effectively, the interests
of EU institutions in the BCBS and to 
provide informed opinions and technical 
advice to the European Commission, the 
European Parliament and the Council 
regarding the implementation of the BCBS
standards into the Union law.
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SRB and Bank of England bank 
resolution cooperation 
arrangement comes into force

On 6 January, the SRB announced the 
cooperation arrangement setting out the 
framework for consulting, cooperating and 
exchanging information when preparing 
for and implementing bank resolution in 
the United Kingdom and Banking Union, in 
line with the rules in both jurisdictions. 
The arrangement is based on reciprocity 
and proportionality, and recognises the 
complex nature of cross-border bank 
operations.
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Targeted consultation on the 
review of the crisis management 
and deposit insurance framework

On 26 January, the European Commission 
published a consultation as part of the 
overall consultation strategy for the review 
of the bank crisis management and 
deposit insurance framework. It focuses 
on three EU legislative texts: the Bank 
Recovery and Resolution Directive 
(“BRRD”), the Single Resolution 
Mechanism Regulation (“SRMR”), and the 
DGS. The consultation seeks to gather 
stakeholders’ experience and views on the 
revision of the framework, which is part of 
the debate on the completion of the 
banking union and in particular its third 
and missing pillar European deposit 
insurance scheme (“EDIS”). The 
consultation closes on 20 April 2021. In 
parallel to this more technical targeted 
consultation, a general public consultation, 
was launched in mid-February.

ESM Treaty and SRF Amending 
Agreements

On 27 January EU ambassadors signed 
the ESM Treaty and Single Resolution 
Fund (“SRF”) amending agreements. This 
includes the introduction at the beginning 
of 2022 of a common backstop to the 
SRF. The Member States will now have to 
formally ratify these agreements in 
national legislations.

MREL reporting update: checklist 
on reported liabilities and sign-off 
form

On 8 January, the SRB published a 
checklist, which banks under the SRB’s 
remit are asked to use when preparing the 
Additional Liability Report (“ALR”) and 
complete a sign-off form before 
submission, in order to provide additional 
assurance on liabilities reported as eligible 
for MREL.

Recovery and resolution

European Commission launches 
consultation on the review of the 
Crisis Management and Deposit 
Insurance Framework

On 25 February the European 
Commission launched the general public 
consultation on the review of the Crisis 
Management and Deposit Insurance 
framework. This consultation closes on 
20 May 2021 and is run in parallel with the 
more targeted consultation by the 
European Commission launched in 
January.
 

Recovery and resolution

#
https://srb.europa.eu/en/node/1111
https://srb.europa.eu/en/node/1111
https://srb.europa.eu/en/node/1111
https://ec.europa.eu/info/consultations/finance-2021-crisis-management-deposit-insurance-review-targeted_en
https://ec.europa.eu/info/consultations/finance-2021-crisis-management-deposit-insurance-review-targeted_en
https://ec.europa.eu/info/consultations/finance-2021-crisis-management-deposit-insurance-review-targeted_en
https://www.esm.europa.eu/about-esm/esm-reform
https://www.esm.europa.eu/about-esm/esm-reform
https://srb.europa.eu/en/node/1114
https://srb.europa.eu/en/node/1114
https://srb.europa.eu/en/node/1114
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12737-Banking-Union-Review-of-the-bank-crisis-management-and-deposit-insurance-framework-DGSD-review-/public-consultation
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12737-Banking-Union-Review-of-the-bank-crisis-management-and-deposit-insurance-framework-DGSD-review-/public-consultation
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12737-Banking-Union-Review-of-the-bank-crisis-management-and-deposit-insurance-framework-DGSD-review-/public-consultation
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12737-Banking-Union-Review-of-the-bank-crisis-management-and-deposit-insurance-framework-DGSD-review-/public-consultation
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EBA consults on its draft 
Guidelines for institutions and 
resolution authorities on 
improving resolvability

On 17 March the EBA published a 
consultation on Guidelines for institutions 
and resolution authorities on improving 
resolvability. These Guidelines represent a 
significant step in complementing the EU 
legal framework in the field of resolution. 
They aggregate existing international 
standards, leverage on existing EU best 
practices and implement them into an EU 
wide legal document. The consultation 
runs until 17 June 2021.

SRB issues new guidance on 
bail-in for international debt 
securities

On 30 March the SRB published new 
guidance on bail-in for international debt 
securities. The guidelines document what 
banks should consider for the 
operationalisation of bail-in in respect of 
international bearer debt securities issued 
by and safekept at the international central 
securities depositories (“ICSDs”), 
Euroclear Bank (“EB”) and Clearstream 
Banking Luxembourg (“CBL”).

SRB approach to the eligibility of 
UK law instruments without 
bail-in clauses after Brexit

On 22 March the SRB published a 
communication on eligibility of UK law 
instruments without bail-in clauses. The 
SRB will consider as eligible for MREL the 
liabilities governed by UK law without a 
contractual bail-in recognition clause if 
issued before 15 November 2018. The 
exemption shall apply until 28 June 2025.
 

SRB launched (and ended) a 
consultation on 2021 Single 
Resolution Fund contributions

On 5 March the SRB launched a very 
short (“streamlined”) consultation process 
in relation to the 2021 ex-ante 
contributions to the SRF. Institutions were 
offered the opportunity to review the 
SRB’s preliminary Master Decision for the 
2021 ex-ante contributions before its 
adoption and invited to comment.

SRB publishes overview of 
Banking Union resolution and 
access to FMIs

On 1 March the SRB published an overview 
of the resolution tools available in the 
Banking Union and their impact on a bank’s 
ability to maintain continuity of access to 
financial market infrastructures (“FMIs”) 
services in resolution. It also covers the 
resolution framework and the relevant legal 
provisions supporting continued access to 
FMI services in resolution.

Strengthening the EU’s bank 
crisis management and deposit 
insurance framework: for a more 
resilient and efficient banking 
union

On 18 March the European Commission 
hosted a high-level conference on 
strengthening the crisis management 
framework and the Deposit Insurance 
framework. Many of the policy makers 
stressed the importance of ensuring a 
proportionate solution to manage the failure 
of all sizes of banks, a potential broader role 
of the SRB, the further harmonisation and 
potential further role of DGS in particular in 
funding some resolution strategies, and the 
setting up of EDIS.

EBA consults on its revised 
Guidelines on recovery plan 
indicators

On 18 March the EBA published a 
consultation paper on its revised 
Guidelines on recovery plan indicators. 
While maintaining overall stability to the 
current recovery plan indicators 
framework, the revised Guidelines provide 
additional guidance on indicators’ 
calibration, monitoring and breach 
notifications. The amendments aim to 
strengthen the quality of recovery 
indicators framework and contributing to 
effective crisis preparedness of 
institutions. The deadline for the 
submission of comments is 18 June 2021.

 
 

Recovery and resolution

#
https://www.eba.europa.eu/eba-consults-its-draft-guidelines-institutions-and-resolution-authorities-improving-resolvability
https://www.eba.europa.eu/eba-consults-its-draft-guidelines-institutions-and-resolution-authorities-improving-resolvability
https://www.eba.europa.eu/eba-consults-its-draft-guidelines-institutions-and-resolution-authorities-improving-resolvability
https://www.eba.europa.eu/eba-consults-its-draft-guidelines-institutions-and-resolution-authorities-improving-resolvability
https://srb.europa.eu/en/node/1204
https://srb.europa.eu/en/node/1204
https://srb.europa.eu/en/node/1204
https://srb.europa.eu/en/node/1189
https://srb.europa.eu/en/node/1189
https://srb.europa.eu/en/node/1189
https://srb.europa.eu/en/node/1160
https://srb.europa.eu/en/node/1160
https://srb.europa.eu/en/node/1160
https://srb.europa.eu/en/node/1158
https://srb.europa.eu/en/node/1158
https://srb.europa.eu/en/node/1158
https://ec.europa.eu/info/events/finance-210318-crisis-management-deposit-insurance_en
https://ec.europa.eu/info/events/finance-210318-crisis-management-deposit-insurance_en
https://ec.europa.eu/info/events/finance-210318-crisis-management-deposit-insurance_en
https://ec.europa.eu/info/events/finance-210318-crisis-management-deposit-insurance_en
https://ec.europa.eu/info/events/finance-210318-crisis-management-deposit-insurance_en
https://www.eba.europa.eu/eba-consults-its-revised-guidelines-recovery-plan-indicators
https://www.eba.europa.eu/eba-consults-its-revised-guidelines-recovery-plan-indicators
https://www.eba.europa.eu/eba-consults-its-revised-guidelines-recovery-plan-indicators
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ESAs publish final draft ITS on 
reporting templates for 
intra-group transactions and risk 
concentration under FICOD

On 18 January the ESAs submitted to the 
European Commission the final Report on 
the draft ITS under the Financial 
Conglomerates Directive (“FICOD”) on 
reporting templates for intra-group 
transactions (“IGT”) and risk concentration 
(“RC”). The draft ITS aim at further 
increasing comparability amongst 
conglomerates of different EU Member 
States thereby improving supervisory 
consistency. The proposed date of entry 
into force of the ITS is 1 January 2022, 
which will give conglomerates sufficient 
time to implement the reporting 
requirements.

EBA releases erratum of the 
taxonomy package on reporting 
framework 3.0 phase 1

On 14 January the EBA published an 
erratum of the technical package on the 
reporting framework 3.0 phase 1. The 
corrections are mainly on the taxonomy 
files in the COREP NSFR module and 
COREP LR module where the EBA has 
addressed the issue of non-reportable 
data points on columns 0020 and 0030 of 
tables C 84, and amended a member 
code for “Cash pooling arrangements” in 
C 47.

EBA updates phase 2 of its 3.0 
reporting framework

On 18 March the EBA published the 
phase 2 of its reporting framework v3.0. 
The technical package supports the 
implementation of the reporting framework 
by providing standard specifications and 
includes the validation rules, the Data 
Point Model (“DPM”) and the XBRL 
taxonomies for v3.0.

EBA issues revised list of ITS 
validation rules

On 10 March the EBA issued a revised list 
of validation rules included in its ITS on 
supervisory reporting, highlighting those, 
which have been deactivated either for 
incorrectness or for triggering IT problems. 
Competent Authorities throughout the EU 
are informed that data submitted in 
accordance with these ITS should not be 
formally validated against the set of 
deactivated rules.

EBA launches discussion paper 
on integrated reporting

On 11 March the EBA published a 
discussion paper on the feasibility study of 
an integrated reporting system to collect 
feedback for the preparation of its final 
Report in this area. The discussion paper 
outlines possible options around the main 
building blocks of a possible integrated 
system including a single data dictionary 
and single reporting system across 
supervisory, resolution and central bank 
statistical data. The consultation runs until 
11 June 2021.

Supervisory reporting

Supervisory reporting

#
https://www.eba.europa.eu/esas-publish-final-draft-its-reporting-templates-intra-group-transactions-and-risk-concentration
https://www.eba.europa.eu/esas-publish-final-draft-its-reporting-templates-intra-group-transactions-and-risk-concentration
https://www.eba.europa.eu/esas-publish-final-draft-its-reporting-templates-intra-group-transactions-and-risk-concentration
https://www.eba.europa.eu/esas-publish-final-draft-its-reporting-templates-intra-group-transactions-and-risk-concentration
https://www.eba.europa.eu/eba-releases-erratum-taxonomy-package-reporting-framework-30-phase-1
https://www.eba.europa.eu/eba-releases-erratum-taxonomy-package-reporting-framework-30-phase-1
https://www.eba.europa.eu/eba-releases-erratum-taxonomy-package-reporting-framework-30-phase-1
https://www.eba.europa.eu/eba-updates-phase-2-its-30-reporting-framework
https://www.eba.europa.eu/eba-updates-phase-2-its-30-reporting-framework
https://www.eba.europa.eu/eba-issues-revised-list-its-validation-rules-2
https://www.eba.europa.eu/eba-issues-revised-list-its-validation-rules-2
https://www.eba.europa.eu/eba-launches-discussion-paper-integrated-reporting
https://www.eba.europa.eu/eba-launches-discussion-paper-integrated-reporting
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EBA launches public consultation 
on draft technical standards on 
Pillar 3 disclosures of ESG risks

On 1 March the EBA published a 
consultation paper on draft ITS on Pillar 3 
disclosures on ESG risks. The draft ITS 
put forward comparable disclosures that 
show how climate change may exacerbate 
other risks within institutions’ balance 
sheets, how institutions are mitigating 
those risks, and their green asset ratio on 
exposures financing taxonomy aligned 
activities, such as those consistent with 
the Paris agreement goals. The deadline 
for the submission of comments is 1 June 
2021.

Sustainable finance

ESAs consult on Taxonomy 
related product disclosures

On 17 March the three ESAs issued a 
Consultation Paper seeking input on draft 
RTS regarding disclosures of financial 
products investing in economic activities 
that contribute to an environmental 
investment objective. These economic 
activities are defined by the EU. The 
closing date for responses to the 
consultation is 12 May 2021.

EBA advises the Commission on 
KPIs for transparency on 
institutions’ environmentally 
sustainable activities, including 
a green asset ratio

On 1 March the EBA published an Opinion 
in response to the Commission’s call for 
advice on KPIs and related methodology for 
the disclosure by credit institutions and by 
investment firms of information on how and 
to what extent their activities qualify as 
environmentally sustainable in accordance 
with the EU Taxonomy. In the advice, the 
EBA underlines the importance of the green 
asset ratio, supported by other KPIs, as a 
key means to understand how institutions 
are financing sustainable activities and 
meeting the Paris agreement targets.

 

ESAs issue recommendations on 
the application of the Regulation 
on sustainability related 
disclosures

On 25 February, the three ESAs published 
a joint supervisory statement on the 
effective and consistent application and 
national supervision of the SFDR. The 
statement aims to achieve an effective 
and consistent application and national 
supervision of the SFDR, promoting a 
level playing field and protecting 
investors.

 

The three European Supervisory 
Authorities publish Final Report 
and draft RTS on disclosures 
under SFDR

On 4 February the Joint Committee of the 
ESAs delivered to the European 
Commission the Final Report, including the 
draft RTS on the content, methodologies 
and presentation of disclosures under the 
EU Regulation on SFDR.

Sustainable finance

#
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-pillar-3-disclosures-esg-risks
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-pillar-3-disclosures-esg-risks
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-pillar-3-disclosures-esg-risks
https://www.eiopa.europa.eu/content/esas-consult-taxonomy%E2%80%93related-product-disclosures_en
https://www.eiopa.europa.eu/content/esas-consult-taxonomy%E2%80%93related-product-disclosures_en
https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions%E2%80%99-environmentally-sustainable-activities
https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions%E2%80%99-environmentally-sustainable-activities
https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions%E2%80%99-environmentally-sustainable-activities
https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions%E2%80%99-environmentally-sustainable-activities
https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions%E2%80%99-environmentally-sustainable-activities
https://www.eba.europa.eu/esas-issue-recommendations-application-regulation-sustainability-related-disclosures
https://www.eba.europa.eu/esas-issue-recommendations-application-regulation-sustainability-related-disclosures
https://www.eba.europa.eu/esas-issue-recommendations-application-regulation-sustainability-related-disclosures
https://www.eba.europa.eu/esas-issue-recommendations-application-regulation-sustainability-related-disclosures
https://www.eiopa.europa.eu/content/three-european-supervisory-authorities-publish-final-report-and-draft-rts-disclosures-under_en
https://www.eiopa.europa.eu/content/three-european-supervisory-authorities-publish-final-report-and-draft-rts-disclosures-under_en
https://www.eiopa.europa.eu/content/three-european-supervisory-authorities-publish-final-report-and-draft-rts-disclosures-under_en
https://www.eiopa.europa.eu/content/three-european-supervisory-authorities-publish-final-report-and-draft-rts-disclosures-under_en
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Platform on Sustainable Finance

On 19 March the Platform on Sustainable 
Finance published its advice on transition 
finance to the European Commission. 
Taxonomy criteria focus on the need to 
ensure that reporting and disclosure 
standards are coherent, pragmatic and 
enable all market participants to access 
green finance for the transition. The 
Platform’s recommendations fall into three 
categories: 

i. Maximising inclusiveness but 
maintaining the integrity of the current 
Taxonomy framework;

ii. Opportunities to develop the future 
Taxonomy framework; and 

iii. Utilising other (non-Taxonomy) policies 
and tools to further support transition 
finance.

Sustainable Finance Disclosure 
Regulation

On 10 March the SFDR became 
applicable. The SFDR sets common EU 
rules on:
 
i. How financial product manufacturers 

and financial advisers should inform 
end-investors about sustainability 
risks; 

ii. How the impact of investments on the 
environment and society should be 
disclosed; and 

iii. How financial products that are 
marketed as sustainability-related 
actually meet that ambition.

The SFDR also foresees the development 
of RTS on the content, methodologies and 
presentation of disclosures, to be 
developed jointly by the ESA’s. The ESAs 
submitted their Final report to the 
European Commission on 4 February 
2021. The Commission should endorse 
the ESAs’ recommendations within three 
months.

Sustainable finance

#
https://ec.europa.eu/info/files/210319-eu-platform-transition-finance-report_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32019R2088
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32019R2088
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EBA publishes final draft 
technical standards to identify 
investment firms’ risk takers and 
to specify the instruments used 
for the purposes of variable 
remuneration

On 21 January, the EBA published two 
final draft RTS on: 

i. the criteria to identify all categories of 
staff whose professional activities have 
a material impact on the investment 
firm’s risk profile or asset it manages 
(‘risk takers’); and 

ii. on the classes of instruments that 
adequately reflect the credit quality of 
the investment firm and possible 
alternative arrangements that are 
appropriate to be used for the 
purposes of variable remuneration. 

The objective of these RTS is to define 
and harmonise the criteria for the 
identification of such staff and the use of 
instruments or alternative arrangements 
for the purposes of variable remuneration 
so as to ensure a consistent approach 
across the EU. 

EBA consults on draft technical 
standards to improve supervisory 
cooperation for investment firms

On 24 February the EBA launched two 
public consultations on RTS and ITS on 
cooperation and information exchange 
between competent authorities involved in 
prudential supervision of investment firms. 
These draft standards provide a solid 
framework for: 

i. cooperation in the supervision of 
investment firm groups through 
colleges of supervisors; and 

ii. for information exchange for 
investment firms operating through 
branches or the free provision of 
services. 

These draft standards are part of the 
phase 2 mandates of the EBA roadmap on 
investment firms, and aim at improving 
cooperation and information exchanges 
between the supervisors of investment 
firms.

Both consultations run until 23 April 2021.

EBA issues new supervisory 
reporting and disclosures 
framework for investment firms

On 5 March the EBA published its final 
draft ITS on the supervisory reporting and 
disclosures of investment firms. These 
final draft ITS, which are part of the phase 
1 mandates of the EBA roadmap on 
investment firms, will ensure a 
proportionate implementation of the new 
prudential framework for investment firms 
taking into account the different activities, 
sizes and complexity of investments firms.

Investment firms 

EBA launched public 
consultation on regulatory 
technical standards on disclosure 
of investment policy by 
investment firms

On 31 March the EBA published a 
consultation paper on draft RTS on 
disclosure of investment policy by 
investment firms. The draft RTS put 
forward comparable disclosures that 
should help stakeholders understand 
investment firms’ influence over the 
companies in which they have voting 
rights and the impact of investment firms’ 
policies on aspects such as the 
governance or management of those 
companies. The deadline for the 
submission of comments is 
1 July 2021. 

Investment firms

#
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-publishes-final-draft-technical-standards-identify-investment-firms%E2%80%99-risk-takers-and-specify
https://www.eba.europa.eu/eba-consults-draft-technical-standards-improve-supervisory-cooperation-investment-firms
https://www.eba.europa.eu/eba-consults-draft-technical-standards-improve-supervisory-cooperation-investment-firms
https://www.eba.europa.eu/eba-consults-draft-technical-standards-improve-supervisory-cooperation-investment-firms
https://www.eba.europa.eu/eba-issues-new-supervisory-reporting-and-disclosures-framework-investment-firms
https://www.eba.europa.eu/eba-issues-new-supervisory-reporting-and-disclosures-framework-investment-firms
https://www.eba.europa.eu/eba-issues-new-supervisory-reporting-and-disclosures-framework-investment-firms
https://www.eba.europa.eu/eba-launched-public-consultation-regulatory-technical-standards-disclosure-investment-policy
https://www.eba.europa.eu/eba-launched-public-consultation-regulatory-technical-standards-disclosure-investment-policy
https://www.eba.europa.eu/eba-launched-public-consultation-regulatory-technical-standards-disclosure-investment-policy
https://www.eba.europa.eu/eba-launched-public-consultation-regulatory-technical-standards-disclosure-investment-policy
https://www.eba.europa.eu/eba-launched-public-consultation-regulatory-technical-standards-disclosure-investment-policy
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Central Bank of Ireland 
Consultation on Competent 
Authority Discretions in the 
Investment Firms Directive and 
the Investment Firms Regulation

On 14 January 2021, the CBI issued a 
consultation paper which signals the CBI’s 
proposed approach and perspectives in 
relation to provisions contained within the 
Investment Firms Directive 1 (“IFD”) and 
Investment Firms Regulation 2 (“IFR”), 
where the competent authority can, or 
must, exercise its discretion. This 
consultation paper thus encompasses 
competent authority discretions that apply 
to MiFID investment firms following the 
entry into force of the IFD/IFR.

For further details on updates relating to 
IFD & IFR, see link below to PwC’s most 
recent Asset Management Regulatory 
update, available here.

EBA launches public consultation 
on the draft technical standards 
on supervisory disclosure under 
the Investment Firms Directive

On 11 February the EBA launched a public 
consultation on its draft ITS on the 
information concerning the new prudential 
requirements that competent authorities 
will be required to disclose publicly for all 
types of investment firms authorised under 
MIFID. The draft ITS, which are part of the 
phase 2 mandates of the EBA Roadmap 
on investment firms, aim at ensuring that 
the disclosed information is 
comprehensive and comparable across all 
Member States. The consultation runs 
until 11 May 2021.

Ready for change: The new 
prudential regime for Investment 
Firms - Gerry Cross, Director of 
Policy & Risk and Asset 
Management and Investment 
Banks

On 29 January a speech was given by 
Gerry Cross on the new prudential regime 
for investment firms set out in IFD/IFR, 
focusing on:

● The changing landscape for investment 
firms;

● Principles of good regulation in the 
IFR/IFD; and 

● The international dimension.

#
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp135/cp135-consultation-on-competent-authority-discretions-in-the-ifd-and-ifr.pdf?sfvrsn=4
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp135/cp135-consultation-on-competent-authority-discretions-in-the-ifd-and-ifr.pdf?sfvrsn=4
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp135/cp135-consultation-on-competent-authority-discretions-in-the-ifd-and-ifr.pdf?sfvrsn=4
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp135/cp135-consultation-on-competent-authority-discretions-in-the-ifd-and-ifr.pdf?sfvrsn=4
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp135/cp135-consultation-on-competent-authority-discretions-in-the-ifd-and-ifr.pdf?sfvrsn=4
https://www.pwc.ie/eloqua/2021/awm_quarterly_report_nov_2020_jan_2021.pdf
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-supervisory-disclosure-under-investment
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-supervisory-disclosure-under-investment
https://www.eba.europa.eu/eba-launches-public-consultation-draft-technical-standards-supervisory-disclosure-under-investment
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Authorisation

EBA consults on its new Guidelines 
on the monitoring of the threshold 
for establishing an intermediate EU 
parent undertaking

On 15 January the EBA launched public 
consultations on its new Guidelines on the 
monitoring of the threshold and other 
procedural aspects on the establishment 
of intermediate EU parent undertakings 
(“IPU”) as laid down in the CRD. This 
guidance specifies the methodology to 
calculate the total value of assets in the 
Union of the third-country groups and 
clarifies how to monitor this value in order 
to meet the IPU requirement. 
The consultation ended on 15 March 2021.

The EBA consults on guidance on 
how to grant authorisation as credit 
institution

On 10 March the EBA published a 
Consultation Paper on its Guidelines on a 
common assessment methodology for 
granting authorisation as a credit 
institution. The draft Guidelines are 
addressed to all competent authorities 
across the EU in charge of granting
authorisation as a credit institution, and 
cover the authorisation requirements set 
out in the CRD. The draft Guidelines 
complement the RTS on authorization of 
credit institutions and contribute to the 
convergence of supervisory practices 
around market access for credit 
institutions across the single market. The 
consultation runs until 10 June 2021.

Operational resilience

Basel Committee issues principles 
for operational resilience and risk

On 31 March the BCBS issued Principles 
for operational resilience, which aim to 
make banks better able to withstand, 
adapt to and recover from severe adverse 
events. In addition, the Committee is also 
issuing revisions to its Principles for the 
sound management of operational risk 
(“PSMOR”) reflecting the natural 
relationship between operational 
resilience and operational risk. The 
principles for operational resilience build 
upon the PSMOR and are largely derived 
and adapted from existing guidance on: 

i. outsourcing; 
ii. business continuity;and 
iii. risk management-related guidance 

issued by the Committee or national 
supervisors over a number of years.

Other updates

COVID-19

EBA provides additional clarity on 
the implementation of selected 
COVID-19 policies

On 29 January the EBA published 
additional clarifications on the application 
of the prudential framework in response to 
issues raised as a consequence of the 
COVID-19 pandemic. These clarifications 
update the faq section of the EBA report 
on COVID-19 implementation policies, 
which provides clarity on the 
implementation of: 

i. the EBA guidelines on moratoria; and 
ii. the EBA guidelines on COVID-19 

reporting and disclosure. 

This report is part of the EBA’s wider 
monitoring of the implementation of 
COVID-19 policies as well as of the 
application of existing policies under these 
exceptional circumstances.

Other updates

#
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Penalties for Regulatory Breaches

ECB publishes guide on method of 
determining penalties for regulatory 
breaches

On 2 March the ECB published a Guide to 
the method of setting administrative 
pecuniary penalties that outlines the 
principles and methods for calculating the 
penalties used to sanction banks for 
breaches of prudential requirements. 
Council Regulation (EU) No 1024/2013 
grants the ECB the power to impose 
administrative pecuniary penalties. 
Penalties must be effective, proportionate 
and dissuasive and must not exceed the 
limits specified in the Regulation. The 
guide clarifies that the ECB sets the level 
of a penalty in relation to the severity of 
the breach and in order to ensure 
proportionality, also to the size of the 
supervised entity.

EMIR

ESAs publish Joint Q&As on 
Bilateral Margining

On 19 March the ESAs published three 
Joint Q&A’s on RTS 2016/2251 on 
bilateral margin requirements under the 
European Markets Infrastructure 
Regulation (“EMIR”).

Draft Delegated Regulation - 
Pension Scheme Arrangements 
under EMIR

On 16 March the Commission published 
and opened for feedback its draft 
Delegated Regulation extending by one 
year the temporary exemption from the 
clearing obligation for Pension Scheme 
Arrangements (“PSAs”) under EMIR. The 
Deadline for comments closed on 13 April 
2021 and the Commission is set to adopt 
the Delegated Regulation in early Q2 
2021.

Securitisations

ESAs publish Joint Opinion on 
jurisdictional scope under the 
Securitisation Regulation

On 26 March the ESAs published a Joint 
Opinion on the jurisdictional scope of the 
obligations of the non EU parties to 
securitisations under the Securitisation 
Regulation.

ESAs publish Q&As on cross 
sectoral aspects of the 
Securitisation Regulation

On 26 March the Joint Committee of the 
ESAs published Q&As on cross sectoral 
aspects of the Securitisation Regulation.

Other updates

#
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