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Highlights

1. ECB’s Working Group on euro risk-free rates issues two consultations on fallbacks to EURIBOR

2. FSB issues a report assessing financial stability implications of climate change
3. BCBS amends capital requirements for non-performing loan securitisations
4. ESAs issue a final report with RTS to adapt the implementation of certain timelines under EMIR regulation
5. EBA issues an assessment on COVID-19 moratoria and public guarantees
GLOBAL

FSB releases a report on the implications of climate change for financial stability
It points out that those risks may give rise to abrupt increases in risk premia across a wide range of assets. That
could alter asset price (co-)movement across sectors and jurisdictions.

BCBS amends capital requirements for non-performing loan securitisations

Allows banks to apply the external ratings-based approach to non-performing loans securitisation exposures,
without the 100% risk weight floor. Implementation date: No later than Jan, 2023.

EUROPE

ECB’s WG on euro risk-free rates consults on fallbacks to EURIBOR

i) On fallback rates based on the €STR (forward and backward looking) and spread adjustment methodologies. ii)
On potential events that could trigger such fallback measures. Both deadlines: Jan 15, 2021.

ESAs issue final report with RTS to adapt the implementation of certain timelines under EMIR

It includes: i) intragroup transactions (extends the temporary exemption by 18 months), ii) equity options (extends
the temporary exemption by 3 years), and iii) novations from UK counterparties to EU counterparties (allows UK
counterparties to be replaced with EU counterparties without triggering additional obligations for 12 months).

EBA issues report on the use of COVID-19 moratoria and public guarantee schemes (PGS)

As of June 2020, moratoria on loan repayment amounted €871bn and new loans under PGS €181bn, mainly
granted to NFCs. NPL ratio for loans under both measures stood at 2.5% and 0.6% respectively.

EBA issues report on significant risk transfer in securitization transactions

Provides recommendations on three areas: i) assessment of structural features of securitization transaction; ii)
application of the SRT quantitative tests; and iii) supervisory process for assessing SRT in individual transactions.
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https://www.fsb.org/wp-content/uploads/P231120.pdf
https://www.bis.org/press/p201126.htm
https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr201123~1d59dcbe27.en.html
https://eba.europa.eu/esas-propose-adapt-emir-implementation-timelines-intragroup-transactions-equity-options-and
https://eba.europa.eu/banks-report-significant-use-covid-19-moratoria-and-public-guarantees
https://eba.europa.eu/eba-calls-european-commission-harmonise-significant-risk-transfer-assessment-securitisation
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ECB issues final guide on climate-related risk for banks and report on institutions’ risk disclosures.

Sets up that, in 2021, banks will conduct a self-assessment and draw up action plans, and the ECB will conduct a
full supervisory review of banks’ practices in 2022. The report concludes that banks need to make significant efforts
to better support their disclosure statements.

ESMA issues statement on Derivatives Trading Obligation (DTO)
It seeks to clarify the application of the EU’s DTO following the end of the UK’s transition period: it will continue its
application without changes as it considers that it would not create risks to the stability of the financial system.

ESMA issues official translations for guidelines on financial information supervision

NCAs to which these guidelines apply must notify ESMA whether they comply or intend to comply with them.
Deadline: Two months from the date of publication by ESMA of the guidelines in all EU official languages.

UNITED KINGDOM

BoE issues statement on market risk calculation

Includes changes to the calculation of risks not in value at risk and regarding the meaning of “period of significant
stress relevant to the institution portfolio” for the Stressed Value at Risk (sVaR). Effective date: Nov 26, 2020.

UNITED STATES

Agencies provide temporary relief for community banking organizations (CBO)
Sets up a threshold for growth in size of CBOs, which will have until 2022 to either reduce their size or to prepare
for new regulatory and reporting standards. Effective date: 60 days after its publication in the Federal Register.
FRB issues final rule on assessment fees
Modifies the annual assessment fees for its supervision and regulation of large financial companies, and raises
current threshold at which fees are assessed for bank holding companies and savings and loan holding companies.
CFTC extends Brexit-related relief

Aims to provide greater certainty to the global marketplace in connection with the withdrawal of the United Kingdom
from the European Union. Effective date: Upon the expiration of the Brexit transition period.

Recent publications of interest (in English and Spanish):

Press Article. Procyclical financial requlation: What can be done? October 2020.
Press Article. Europe | One step closer to the Capital Markets Union. October 2020.
Press Article. The Banking Union in times of Covid (page 85). September 2020.
Press Article. The Coronavirus: an unexpected ally of digitization. June 2020.
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https://www.bankingsupervision.europa.eu/press/pr/date/2020/html/ssm.pr201127~5642b6e68d.en.html
https://www.esma.europa.eu/press-news/esma-news/esma-sets-out-its-final-view-derivatives-trading-obligation-dto
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-translations-guidelines-enforcement-financial-information
https://www.bankofengland.co.uk/prudential-regulation/publication/2020/market-risk-rniv-svar
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20201120a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20201119a.htm
https://www.cftc.gov/PressRoom/PressReleases/8320-20?utm_source=govdelivery
https://www.bbvaresearch.com/en/publicaciones/global-procyclical-financial-regulation-what-can-be-done/?cid=eml:oem:oth:----47207--:::lnkpubl:::20201103::oth:instant:
https://www.bbvaresearch.com/en/publicaciones/europe-one-step-closer-to-the-capital-markets-union
https://www.eurofi.net/wp-content/uploads/2020/09/views-the-eurofi-magazine_berlin_sept-2020.pdf
https://www.bbva.com/es/opinion/el-coronavirus-un-inesperado-aliado-de-la-digitalizacion/
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Previous edition of our Weekly Financial Regulation Update in English.
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https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-20-november-2020/
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained
from or based on sources we consider to be reliable, and have not been independently verified by BBVA.
Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Any estimations this document may contain have been undertaken according to generally accepted methodologies
and should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are
no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Nor shall this document or its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are
legally required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution,

public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorized by BBVA.
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