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Disclaimer 

The Banking Stakeholder Group (“BSG”) of the European Banking Authority 

(“EBA”) is an independent body whose opinions are not affected by, and cannot be 

ascribed to, the EBA (including its Chairperson, Executive Director, Board of 

Supervisors and senior Officers). 

The decision to submit this brief was in no way suggested or endorsed by the EBA: 

hence, the present document only reports the independent views of the BSG. While 

discussions with EBA Officers are gratefully acknowledged, the opinions expressed 

below were not influenced or inspired, neither formally nor informally, by the EBA. 

Foreword 

 

http://www.eba.europa.eu/about-us/organisation/banking-stakeholder-group
http://www.eba.europa.eu/about-us/organisation/banking-stakeholder-group
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General Comments 

 The Basel committee is proposing an extended scope for the Standardized 

Approach for credit risks (SA). 

 In our view, it is therefore important to improve the consistency and risk-

sensitivity of IRB models, rather than imposing exogenous floors.  

per se
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 acknowledge risk-mitigating features, 

 

acting as if mortgage products and 

markets are the same everywhere invites problems

 More detailed studies on the impact of the BCBS’ proposals on the economy 

as a whole would also be desirable. QIS on 

the new SA 
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Specific comments 

Residential real estate/ mortgages 

Figure 1 – Non-performing residential mortgage loans (in percentage of all outstanding loans) Source: 
Federal Reserve Bank of New York, Reserve Bank of Australia, Bank of Spain, UK Council of Mortgage 

Lenders, Lea. Nonperforming loans are loans that are more than 90 days in arrears. For Australia, 
Canada and the US, banks only. 

Hence, LTV alone is not a good measure of risk.
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 

 

1

 

tranching should be seen positively, as it better 

reflects the underlying risk

other significant factors are neglected by the 

BCBS’ proposal. 

a variety 

of different business models for home loans

1
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 

2

 

 

 

vis à vis

https://acpr.banque-france.fr/fileadmin/user_upload/acp/publications/analyses-syntheses/20150720_AS50_EN_Housing_Finance__2014.pdf
https://acpr.banque-france.fr/fileadmin/user_upload/acp/publications/analyses-syntheses/20150720_AS50_EN_Housing_Finance__2014.pdf
https://acpr.banque-france.fr/fileadmin/user_upload/acp/publications/analyses-syntheses/20150720_AS50_EN_Housing_Finance__2014.pdf
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3

Credit Conversion Factors 

excessive CCFs would provide an incentive to 

banks to cut on unused facilities, increasing liquidity risk for borrowers and 

market volatility,

3
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Corporates 

a 100% risk weight for exposures to BBB-rated 

corporates may prove too high and deserves further analysis.

Our view is that the dividing line in 

terms of credit quality should be drawn between investment grade and non-

investment grade, e.g. between BBB and BB.

 To achieve a risk-weighting 

scheme that is consistent with the underlying risk, a 75% risk weight for BBB-

rated corporate exposures should be considered 

. 
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Exposures to banks 

Specialised lending exposures 

 

 
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