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amendments 

To cushion the economic fallout from the coronavirus pandemic, the European Commission has taken several 
measures, including in financial markets. One of these involves updating the EU regulatory framework with 
regard to on-balance-sheet synthetic securitisation and the securitisation of non-performing exposures (NPEs) 
to enhance the capacity of securitisation to contribute to the economic recovery of the EU. The 
European Parliament is expected to vote during the March II plenary session on the provisional agreements 
resulting from interinstitutional negotiations on the two Commission proposals making up the package.   

Background 
The severe economic shock caused by the coronavirus pandemic and the exceptional containment 
measures are having a far-reaching impact on the economy. The European Commission noted that one key 
element of economic recovery is the ability of banks to continue lending to corporates, especially small and 
medium-sized enterprises (SMEs). The Commission is of the view that securitisation can help achieve this 
aim, by freeing up bank capital for further lending and by allowing a broader range of investors to fund the 
economic recovery. Therefore, it proposed to modify the current EU securitisation regulatory framework 
(i.e. Regulation (EU) 2017/2402 which creates a framework for simple, transparent and standardised (STS) 
securitisation, and specific articles of the Capital Requirements Regulation (EU) 575/2013 – CRR), to cater 
for on-balance-sheet synthetic securitisation and the removal of regulatory obstacles to the securitisation 
of non-performing exposures (NPEs). 

European Commission proposals 
On 24 July 2020, the Commission proposed to amend Articles 2 (definitions), 6 (risk retention) and 
9 (verification of credit-granting standards) of Regulation (EU) 2017/2402. It also proposed to add a new 
section (2A – new articles 26a-e) containing criteria for simple, transparent and standardised (STS) balance-
sheet synthetic securitisation, as well as requirements concerning credit protection agreements, third-party 
verification agents and the synthetic excess spread.  
On the same day, the Commission proposed to amend Article 249 (credit protection with respect to a 
securitisation position) of Regulation (EU) No 575/2013. It also proposed to introduce two new articles. The 
first, article 269(a) would adapt the capital requirements of the securitisation framework to the particular 
elements of NPE securitisations. The second, article 270, would allow, under particular conditions, an 
originator institution to calculate the risk-weighted exposure amounts of an STS on-balance-sheet 
securitisation.  

European Parliament position 
On 10 November 2020, Parliament's Committee on Economic and Monetary Affairs (ECON) adopted its 
reports on the two proposals. As concerns the proposal on Regulation (EU) 2017/2402, ECON would 
increase the minimum elements for performance triggers but also allow the possibility for originators to 
disregard them if they are not appropriate to the securitisation structure or class of securitised exposures. 
It would list in greater detail the collateral in the form of cash held with a third-party institution, or on 
deposit with the originator. It would establish the obligation for the European Systemic Risk Board (ESRB), 
in cooperation with European supervisory authorities (ESAs), to publish a report analysing the impact of the 
introduction of STS on-balance sheet securitisations, as well as any systemic risks to financial stability arising 
from that introduction. Lastly, it would task the European Banking Authority (EBA), in cooperation with the 
European Securities and Markets Authority (ESMA) and the European Insurance and Occupational Pensions 
Authority (EIOPA), with publishing a report on developing a specific sustainable securitisation framework 
for the purpose of integrating sustainability-related transparency requirements into the regulation. 

https://www.europarl.europa.eu/RegData/etudes/IDAN/2015/569017/EPRS_IDA(2015)569017_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32017R2402
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=celex:32013R0575
https://www.europarl.europa.eu/RegData/etudes/BRIE/2016/583848/EPRS_BRI(2016)583848_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020PC0282
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020PC0283&qid=1614198940824
https://www.europarl.europa.eu/doceo/document/A-9-2020-0215_EN.html
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And for the proposal to amend Regulation (EU) No 575/2013, ECON would clarify the elements included in 
the exposure value of a synthetic excess spread. It would specify how originators should calculate 
attachment points (A) and (D) of a synthetic securitisation. It would amend the treatment of non-
performing exposures securitisations (article 269a) in several points. And it would add that, when 
institutions report on own funds requirements on securitisations, the information they report should also 
include the exposure value of NPE securitisations benefitting from the treatment set out in that same article. 
Moreover, it would task the EBA with evaluating the regulatory capital treatment of NPE securitisations and 
with submitting a report to the Commission, which would, in turn, submit a report to Parliament and 
Council. Lastly, the Commission would have to assess a preferential regulatory treatment of exposures in 
the form of units or shares in collective investment undertakings with an underlying portfolio consisting of 
sovereign bonds of euro-area Member States, whose relative weights for each Member State's bonds equals 
the relative weight of each Member State's capital contribution to the ECB. 
Interinstitutional negotiations between the European Parliament and the Council concluded in December 
2020. The compromise texts agreed by the two institutions' negotiators were endorsed by Coreper, for the 
Council, on 16 December 2020, and approved by Parliament’s Committee on Economic and Monetary 
Affairs (ECON) on 14 January 2021.  
The compromise text concerning Regulation (EU) 2017/2402 includes most of the amendments proposed 
by Parliament. It does not include the proposed performance-related triggers; it does however contain 
additional details for traditional NPE securitisations (article 6) and for cases where an option to call the 
transaction at a given point in time (time call) is exercised (article 26e). 
Similar to that for the STS Regulation, the compromise text on Regulation (EU) No 575/2013 takes on board 
most of Parliament’s suggestions. It does not include the amendments to article 269a relative to the 
treatment of non-performing exposures securitisations. At the same time, it expands that same article, by 
adding specific formulae to calculate the maximum capital requirement in case of a qualifying traditional 
NPE securitisation, and the risk weight applicable to a senior position in a qualifying traditional NPE 
securitisation when the look-through approach is used. Additionally, the EBA is tasked with monitoring the 
impact of the application of Article 270 (senior positions in STS balance sheet securitisations) on the 
leverage of financial institutions and with submitting a report to the Commission, which will consider 
whether to propose further amendments in this regard.  

First-reading reports: 2020/0151(COD) and 2020/0156(COD); 
Committee responsible: ECON; Rapporteurs: Paul Tang (S&D, 
the Netherlands) for the STS file and Othmar Karas (EPP, 
Austria) for the CRR.   
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