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EACB comments on
European Commission proposal for

amending Delegated Regulation (EU) 2015/61 as regards the eligibility conditions for
securitisations in the liquidity buffer of credit institutions

General comments

We welcome the Commission’s proposed amendment to the LCR Delegated Act increasing the eligibility of
senior tranches of STS traditional securitisations with credit quality CQS5 to CQS7as a first step in shifting away
from the current treatment, which results overly conservative and deeply affects the market liquidity of those
securities, in turn impacting their price and issuance volume, ultimately discouraging banks from investing in
securitisations.

As stated in our responses to previous consultations, we share the view that the European securitisation
market must be relaunched, and that the prudential treatment of securitisation must be reviewed to exit the
currently overly punitive treatment. In this context, also the LCR treatment of securitisation needs to be
significantly amended, to provide a real “game changer” which will make potential stakeholders and investors
increase — at last — their market participation.

Thus, the current proposal, while appreciably headed into the right direction, should be more ambitious as
it misses key opportunities, notably with regard to the chance of allowing HQLA 2A eligibility, as detailed
below. The Commission’s proposal to extend the eligibility of senior tranches of STS traditional securitisations
with credit quality CQS5 to CQS7, equivalent to a credit rating from A+ to A-, as specified under Implementing
Regulation (EU) 2022/2365, is a welcome step. As a result, senior tranches of STS traditional securitisations
with CQS5 to CQS7 will be eligible as Level 2B HQLA, in addition to those with CQS1 to CQS4, but with a higher
haircut (50%). We also support the proposal to remove the EU-specific requirement for securitisations eligible
for the liquidity buffer to have a remaining weighted average life of five years or less, as indeed this would
eliminate an artificial barrier for no evident benefit from a risk perspective.

We agree with the Commission’s move to align the haircut for senior tranches of STS traditional securitisations
eligible for the liquidity buffer with the 25% minimum requirement set in the Basel standard, while removing
the EU-specific 35% haircut that applies to ABS backed by commercial loans or loans for personal consumption
purposes.

The idea to attribute a lower 15% haircut to these high quality exposures for the liquidity buffer, provided that
the issue size of the tranche meets a minimum amount, could prove to be a good incentive to further market
activity. In this respect, we take note of the proposal for a minimum issue size of EUR 250 million (or the
equivalent amount in domestic currency) for securitisations with a long-term credit rating of between CQS1
and CQS4.

However, while welcoming these measures which could help to streamline the use of securitisations for the
purpose of LCR compliance, we believe that the amendment to the LCR DA should definitely strive for a
greater degree of ambition, which could support market dynamics in a deeper manner and provide the long-
expected game changing incentives. This could be done by working on two key measures:

e Senior tranches of STS securitisation should be promoted from level 2B to Level 1 or level 2A, for
tranches rated AA- or higher to truly foster their uptake.
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e For non-STS transaction, eligible senior securitisations should be considered at level 2B, when rated AA-
or higher, with appropriate haircuts.

Such further adjustments would support both the primary and the secondary securitisation market in terms
of pricing and market liquidity, broadening the investor base. Moreover, even non-bank investors are valuing
LCR eligibility for their own investments (market signalling), hence it will help develop the market on non-
banks, creating a global positive and active market ecosystem, enhancing all liquidity profiles.



