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Every Belgian
1S
a Rocket Scientist

(some really are)

Every Brussels policymaker
needs to be

(temporarily)

a Securitisation Expert




Let’s go back to the 2024 key question...
How to finance the transformation the EU needs? (€1 trn / year)

= Who can channel the financing

needs to the borrowers?
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C Rule #1 (market structure)

The EU needs policies
that work for EU banks

= Option 1: Fund with Covered

Bonds and raise more Capital,
but how?
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Rule #2 (in a market economy)
P/B <1 = More capital
destroys value

= Option 2: Be more efficient with

existing capital

The virtuous cycle:

1) derisk,

2) free up capital,

3) lend more
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Bank capital is no Corporate
longer required loans
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Investors take the risk Banks’
(Mezzanine/Junior) balance sheets

Bank capital is
required for the
Securitisation asset risk

with significant risk transfer

Rule #3 (in a regulated economy)
More risk = More bank capital
Less risk = Less bank capital .,



Option 2: Be more efficient with existing capital
Securitisation’s Dual Role in
Funding and Financing the EU Economy

= The EU has an excess of
savings (funding) but a
shortage of risk bearing
instruments (financing)
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The lost decade... in Europe only
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Securitisation’s Dual Role in Funding and Financing the Economy

European |
Commission
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Source for Al picture: Copilot

The missing ingredient?

The next decade i
“resilient position”
resiient postion

is all about = EU securitisation framework
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Securitisation Package: Unblocking impediments for unlocking markets
8 issues identified by Paris Europlace
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6. Bank Liquidity Coverage Ratio . Reguiatory x  Distorted market with a fixed value RWF
x Only AAA (excludes many Member States) x  Uneconomic for high quality asset pools
x Uneconomic haircuts
x Excludes non-STS senior tranches

I .
4. Insurers as Investors g Retils 2. Capital Surcharge

x Non-sensical Solvency Il Non-STS charges Corporate — * p-factor often too high, limited to one role
. . o . VS.

(AAA is considered riskier than... long term equity!) Financing :

x  Miscalibrated STS capital charges
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Securitisation Package: Unblocking impediments for unlocking markets
7 out 8 issues identified by Paris Europlace are addressed in the Commission’s proposal
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« Uneconomic haircuts v Risk-sensitive RWF (flagship change)
¥ cxoudes non-STS senior tranches /_Originator, STS, Resilient, RW Pool
v Major improvements for STS, asset class
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Non-sensical Solvency Il Non-STS charges Corporate — x  p-factor ofter.w (oo h.igh, Ii‘mited to,one rol
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1. Risk Weight Floo

The Package’s flagship measure

Today: Market-distortive fixed value Tomorrow? A fraction of the Pool RW
STS Senior: European Commission Risk-sensitive Risk-Weight Floor
Fixed value = Absolute floor = Absolute cap = 10% RW Case K 2 3 4 | 5 6 7 8
Non-STS and STS Non-Senior: Originator P v 4 v v ol x x x x
Fixed value = Absolute floor = Absolute cap = 15% RW STS : A v x x : v v x x
] Resilient position I v x v x Vo v__|__ x LY ll_x__
Assets Liabilities Scalar 10% | 10% | 15% | 15% | 10% | 10% || NA || 15%
RW formula I ScalarxKx125_ ______ N P
Very Absolute floor (RW) | 5% 7% 10% 12% i 5% 7% N/A 12%
B gr - 1 I
low Implied Sensitivilty 3 soor | (70% | 67% | 80% | 50% | 70% ||ma || s0%
Risk-Weiaht ) Threshold (Pool RW) | !
IsK-7velg risk- <__ (Absolute cap RW) | N/A

Source: European Commission (2025) “Proposal for a Regulation of the European Parliament and of the Council amending Regulation (EU) No 575/2013
on prudential requirements for credit institutions as regards requirements for securitisation exposures” (Jun) (aka. CRR Proposal)

pool of  |Traditional

assets
I Issue ) [ Repair ]
(Pool RW) Low risk Academic research (calibration)
Synthetic —— Case P 2 3 4 1 5 6 7 8
y Medium risk Originator — vz v v 1 x x x x
[ STS v Y x x 4 x x
Resilient position v x Yoo x_ Lo v _|__ x__JL_ Y |l __x__
W— Scalar A 8% 10%_ | 12% i 8% 10% | 12%| [ 15%_,
alFoor RW formula i Scalar x KSAx 125 _ __ __ do o ____ .
Absolute floor (RW) 3% 5% 7% 9% It 5% | 7% [l 9% | [ 12%
Implied Sensitivity U mro | o 0
Threshold (Pool RW) : 50% [63% 70% ] 75% : 63% 70% 75% 80%
Absolute cap (RW) i 20%

Source: Bennett M., G. Duponcheele, F. Gonzalez Miranda, J. Hermant, V. Ormezzano, W. Perraudin and F. Zana (2025)
Making the Bank Securitisation Capital Rules Work for Europe (What Could be Improved in the June 17th Proposals?) (Oct)


https://www.riskcontrollimited.com/wp-content/uploads/2024/07/Calibration-of-a-Capital-Floor-for-Securitisations-24-37a-07-03-24-v10.pdf
https://www.riskcontrollimited.com/insights/rethinking-the-securitisation-risk-weight-floor/
https://www.riskcontrollimited.com/insights/european-competitiveness-and-securitisation-regulations/
https://www.suerf.org/wp-content/uploads/2025/09/SUERF-Policy-Note-375_-Bell_Bennett_Duponcheele_Joulia-Paris_Ormezzano.pdf

1. Risk Weight Floo

The Package’s flagship measure

Risk-sensitive RWF = highest of
a) “Absolute Floor” and b) Proportion * Pool RW

Grain of risk:

1) STS Resilient

2) STS Non-Resilient

3) Non-STS Resilient

4) Non-STS Non-Resilient

M

Does the calibration strictly
follow the grain of risk?

m o | _ : Eurqpean
Commission Parliament £
Absolute Absolute
V1 5% 7%  10% V1 4% 7%  10%  12%
Floor Floor

Proporton 10%  10%  15%  15% Proportion 7% 7%  12%  12%

[x] M. 50%  70%  67%  80% Min 579 100% 83%  100%
Pool RW Pool RW
Minimum Pool Risk Weight for sensitivity = Absolute Floor / Proportion. ot
The “Proportion” is also called the “Scalar”. - 4% RW * 4 =16% RW 9 High-quality RMBS with

The Absolute Floor is also called the “Floor-of-the-floor” portfolio as low as 16% RW are economically viable

A ‘rational’
Trilogue?

g“ ggLDrw"c?la:ffﬁ:EﬂrLopean Union
[] | Absolute 5o gy q0%  13% [] |Apsolue 6% 9%  12%
Floor Floor
[] |Proporton 7% 9% = 12%  15% [V] |Proportion 7% 9%  12%  15%
Min. o o o o Min. o o o o
[x] Pool Ry 86%  89%  83%  87% V1 Pool RW  57%  67%  75%  80%
10




1. Risk Weight Floo

The Package’s flagship measure

Impact of the
political choice
of the min RWF
on
the real world

€1.8 trn EAD of
residential
mortgages in
top 10 largest
EU IRB
banking groups

(4 French, 2 ltalian,
2 Spanish, 1 Dutch,
1 German)

Risk Weight

Securitisable

50%

0N% — — — — — — — — — — —  —  — e e — e e e — e — e — s — s — s —

Not Securitisable with Risk Transfer

30%

10% f"’/

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Share of Total EAD (€1.8trn)
—e—EAD of Top 10 Banking Groups =—=>Sec. Thr. with 2% min RWF Sec. Thr. with 3% min RWF || — - Sec. Thr. with 4% min RWF

— —Sec. Thr. with 5% min RWF Sec. Thr. with 6% min RWF = -Sec. Thr. with 10% RWF (STS) e===PD >2.5%

1
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2. Capital Surcharge

The p-factor...

A Brief History of the Basel Securitisation Capital Calibration

Basel 1.5 (1997)

Capital deduction up to pool capital

Basel 2.0 SFA (2006)
Steep cliff (eq. 7% capital surcharge)

——SEC-SA --- Pool RW% == Delinquent RW% = =K A == zx*K,A ---3xK_A ——SEC-SA ---- Pool RW% == Delinquent RW% = =K_A == 2xK A ----3xK_A W% =
ot Area 1 =1250% RW * Table length .
5 = T . 1250%
=1.0 * Pool Capital
!
1000% 1000%
5 7s0% B 750% 70
5 3 5
= VN FRRI RS ARSI [ (P o o 2 N OO Ul SO S S =
z % : E % Z %
& 500% 4 . 500! & 500
> W Cliff-effect
]
250% E 250% 250%
] '
' |
0% 1 ’ 0% 0%
0% 10% 20% 30% 40% 50% 0% 10% 20% 30% 40% 50% 0% 10% 20 30%

Capital Structure

Basel 3.0 MSFA Proposal (2012)
200% capital surcharge

Capital Structure

Aligning Risk and Capital
Pykhtin-Dev model — 2 factors (2002)

——SEC-SA - Pool RW% -

- Delinquent RW% = -K_A == 2xK_A

1250% L+

1000%

Capital neutral

750%

Risk Weight

500%

250%

--3xK A

o

apital Structure

Interactions with BCBS WG
Simplified model, Maturity, Granularity,
Heterogeneity, Conservative Monotonicity

rly. Heterogeneiey and
uritisation Capital

20% 30% 40%
Capital Structure

=

: detachment point of tranche

Basel 3.0 SSFA Proposal (2013)
100% capital surcharge with p =1.0

——SEC-SA -----Pool RW% --- Delinquent RW% = -K_A ==-2xK A ----3xK_A
1250% 4 \ T i
\ ' s
I i Area 2 below
1000% L : : .
- 1 €xponential curve
£ 4 = p- * i
% on e, /| P factor * Pool Capital
= i ) SRR R S
% |
'é 500% [
4
44
o mr*n
o - 9
i
SRR REO
. okt e e
0% 10% 20% 30% 40% 50%

Aligning Risk and Capital
Our CMA model with maturity adj. (2014)

——SEC-SA -+

Pool RW% -

- Delinquent RW% = -K_A == 2xK_A ----3xK_A

1250%

1000%

Excess capital
(surcharge) that is-
NOT needed

250%
¥
iy
b e i
o% R ST N A A e ———
20% 30% 40% 50%

Capital Structure



https://www.riskcontrollimited.com/wp-content/uploads/2015/02/A_Principles-Based_Approach_to_Regulatory_Capital_for_Securitisations.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/02/The_Simplified_Arbitrage-Free_Approach.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/02/Maturity_Effects_in_Securitisation_Capital.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/02/Maturity_Effects_in_Securitisation_Capital.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2022/04/Calibration-of-the-CMA.pdf
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2. Capital Surcharge

The p-factor...

Calibrated by the US in 2013, never applied in the US but adopted by the EU (today’s rules for Non-STS)

Basel 3.0 SEC-IRBA (2014)
Capital deduction up to pool capital

SEC-IRBA: Minimum p of 0.3 and up to 1.5 for high quality retail pools

Out-of-control for high
quality retail assets;
need for a p-cap

\
O /V
\
\
.

—: Pool Capital Cliff
——SSFAp=15
- - SSFAp=1.0
— -SSFAp=0.3

Risk Weight (%)

Sufficiently high

. p-floor to avoid

. S, "= the cliff-effect

x0 x1 x2 x3 x4 x5 x6
Risk Scale = Pool Capital Multiplier

Interaction with BCBS and EBA
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IRB p-factor (2014)

Calibration dependent on seniority and asset class

Not a risk factor <\.

1
pIRBA=<A+B*N+C*KIRB+D*LGD+E*MT

Prioor = 0.3

)

Basel 3.0 SEC-SA (2014)
200% capital surcharge

SEC-SA (p=1.0)and STS (p=0.5)

Non-STS Absurdly high fol \ \ ym‘
i % soox Lt \ |~ - SSFA p=1.0 |
Psec—irsa = MAx[Drroors Pirpal 2388 2 |—ssraps |
STS B
Psec—irBasTs = MAX[Prioor; X * Dirpal el
x0 x1 x2 x3 4 5 x6

p-scaling factor x = 0.5
STC p-factor
(2015)

x
Risk Scale = Pool Capital Multiplier

STC/STS values used in
Europe are not a calibration;
they are a US calibration output
... divided by 2

(*): 'p’ is for premium’ (initial paper
BCBS WP10 (2001) and later for
‘parameter’ in US rules (2011)

SA p-factor (2014)

Non-STS

Psec-sa = 1.0
STS

Psec-sasts = 0.5

STC p-factor
(2015)

Note, there is a direct analogy with the p-scaling
factor in IRB, with x = 0.5

DPsEC-SASTS = X * PSEC-SA

Scaling the ‘Table’ and ‘p-factor’
Our proposal (How to calibrate (2025))

——SEC-SA Pool RW% --- Delinquent RW% = =K_A - -2xK_A ----3xK_A

1250%

In §the future:
(203X?)
CRR Article 506d

4
o
4

1000% -+
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Risk Weight
~
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Capital Structure
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https://www.riskcontrollimited.com/wp-content/uploads/2015/02/Calibration_of_SSFA.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/02/Quantitative_Impacts_of_BCBS_269_Securitisation_Capital_Approaches.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/10/Comments-on-the-Commission%E2%80%99s-Proposals-for-Reviving-the-European-Securitisation-Market.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2015/02/How_to_Revive_the_European_Securitisation_Market.pdf

+
[

A p-factor that is too low
creates securitisations that are
unstable and economic.

A p-factor that is too high
creates securitisations that are
stable and uneconomic.

The whole regulatory approach
regarding the ‘p-factor’ needs
to be designed better, so that
securitisations are

stable and gconomic.

How to Calibrate
Securitisation Capital Rules

European Commission
proposal of the ‘p’-factor

2. Capital Surcharge

The p-factor...

for senior tranches o
Case I 2 3 4 i[ 5 6 7 8
Originator R4 v v 2 x x x
STS R v x x 1| v v x x
Resilient position LY x Vv x| v x v x
p-scaling factor | 0.3 | 0.7 [i[ 0.3 0.5 N/A 1.0
SEC-IRBA p-factor formula : p-scaling factor* (A+B/N+ G *KIRB +D *LGD + E * MT)
p-floor | 0.2 0.3 1| 0.2 | 0.3 N/A 0.3
p-cap P 0.5 i 1.0 i, ---05____J_ _NA__|__10-.
SEC-SA  p-factor ! 0.3 ' 0.6 V03 | 05 )] NA 10 |
Source: European Commission (20;5) “Proposal for a Regulation of the European Parliament a:7d of t\he- C-ou;c; a?n;n;in; i;eg-ul;i;n ?EL-/) TVo- 5;5/-20-13- -7
on prudential requirements for credit institutions as regards requirements for securitisation exposures” (Jun) (aka. CRR Proposal)
Issue Repair
Academic research (study on consistency) [ ] [ ° ] m
Case R 2 3 4 i 5 6 7 8
Originator % v v v il x x x x
STS v v x x 1 v v x x
Resilient I x v x 1| v x v x
p-scaling factor : 0.3 [ 0.6 ]: 0.4 0.7
p-factor formula l p-scaling factor * (A + B/N+ G * KIRB + D * LGD) + E * MT)
SEC-IRBA p-floor i 0.2 0.3 i 0.2 0.3
p-cap ! 0.5 1.0 o--05____J_____10____
SEC-SA  p-factor I 0.3 . 0.6 i 0.4 0.7 !

Source: Bennett M., G. Duponcheele, F. Gonzalez Miranda, J. Hermant, V. Ormezzano, W. Perraudin and F. Zana (2025)
Making the Bank Securitisation Capital Rules Work for Europe (What Could be Improved in the June 17th Proposals?) (Oct)



https://www.riskcontrollimited.com/wp-content/uploads/2025/03/How-to-Calibrate-Securitisation-Capital-Rules-14-03-25-v55-1.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2025/03/How-to-Calibrate-Securitisation-Capital-Rules-14-03-25-v55-1.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2025/10/Making-the-Bank-Securitisation-Capital-Rules-Work-for-Europe-01-10-25-v50-FINAL.pdf

|CEIO|P§ (2010) 4. Insurers as Investors
t
nitial idea T Solvency Il Delegated Act

for Standard Formula insurers investing
on the asset side of their balance sheet
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https://www.riskcontrollimited.com/insights/abs-and-covered-bond-risk-and-solvency-ii-capital-charges/
https://www.riskcontrollimited.com/wp-content/uploads/2025/03/How-to-Calibrate-Securitisation-Capital-Rules-14-03-25-v55-1.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2025/03/How-to-Calibrate-Securitisation-Capital-Rules-14-03-25-v55-1.pdf

i . Beware of the misnomer... Did you know?
Today (lack of strategic autonomy): e T s B Yo Know

«  Since 2021, 75% of STS SRT ‘funded’ = Collateralised CP
investors are from outside the EU.
*  Banks are only allowed to buy

5. Insurers as Credit Underwriters

When taking risk on
on the liability side of their balance sheet

uncollateralised credit protection from = Synthetic Non-STS
insurers in Non-STS. since 2018, insurers’ unfunded credit protection’ (UFCP) allowed
= Synthetic STS
Securitisation since 2021 (CMRP), insurers’ UFCP not allowed
Assets Liabilities Sequenftial Shrinking *  Non-STS Non-Resilient
Senior Existing
position Market * Non-STS Resilient
= STS Non-Resilient
Risk Expanding
from o Future
granular = STS Resilient Market
pool of
assets Minimum
attachment point . g .
Synthetic P Significant Risk Transfer (SRT):
Non-sen
Jssel ] — pg’s”,.t,f;i,”’” shock-absorber for banks

.t

A future market,
with how many insurers?
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https://www.pcsmarket.org/publication/strengthening-financial-stability-through-insurance-based-crt/
https://www.suerf.org/wp-content/uploads/2025/09/SUERF-Policy-Note-375_-Bell_Bennett_Duponcheele_Joulia-Paris_Ormezzano.pdf
https://www.riskcontrollimited.com/wp-content/uploads/2025/10/Making-the-Bank-Securitisation-Capital-Rules-Work-for-Europe-01-10-25-v50-FINAL.pdf

SECR 26e(8)(aa): Access to STS UFCP for Insurers

Proposed safeguards: Beware of the smai print

on the liability side of their balance sheet

When taking risk on .
.

- PR E - e - S Bmiean
Commission’s Council with Danish Presidency Parliament with Rapporteur Draft
Securitisation Package (Jun-2025) Amendments (Dec-2025) Report Amendments (Dec-2025)

» Concept: Yes to STS UFCP with » Concept: Yes to STS UFCP with + Concept: Yes to STS UFCP with

LEGE} Very good insurers LEGE} Very good

* Implementation: Safeguards on an * Implementation: Safeguards on an * Implementation: Safeguards at
basis basis origination only

(Capital cliff from STS to Non-STS) (Capital cliff from STS to Non-STS) . (I) SOphiS ticated (internal
* (i) sophisticated (internal * (i) sophisticated (internal model or competent insurers
model ) model ) per NCA) [Good]
* (ii) robust (CQS 3) + (i) very robust (CQS 2) at « (i) very robust (CQS 2) at
(Capital cliff from STS to Non-STS) origination [GOOd] and origination [GOOd]
+ (iii) well-diversified (not robust (CQS 3) (i) 40% min in non-credit
. L] () -]
monoline) [Good] ) « (i) 40% min in non-credit business [Good]
* (iv) very, very, very T :D'(l.f business [Good] .
. * (iv) in the EU 3K [eLele|, &
large (€20 bn AUM) o he « (iv) very, very large (€15 bn large (€5 bn TA) [Good] or
p{ml ﬁ), Cér Iaagt_e pfr:rerllzt l5’815 bn large parent (€15 bn TA)
) [Good] in the [goog] in the EU and Non-EU
=2 out of 14 existing active o [Good]
Colour code: market participants qualify @ =9 out of 14 existing active

The Good, and the Ugly == market participants qualify "



Resilience criteria: a Prototype Concept in need of a Better Design

European |
Commission

Commission’s
Securitisation Package (Jun-2025)

» Concept: For Non-STS UFCP, if
deal has a ‘senior resilient
position’ [Good], collateralise
non--enior position unless
insurer is STS-eligible

* Regulatory innovation with 5

criteria
(Capital cliff from Resilient to Non-Resilient)

(1) Pool granularity [Good]
(2) Sequential amortisation [Good]

(4) Originator (except STS)

(5) For synthetic only: non--enicr
position to be collateralised

= Implicitly 0 active market participants

Colour code:

The Good, and the Ugly, and the absurd

Bl European Council
28l Council of the European Union

Council with Danish Presidency
Amendments (Dec-2025)

* Concept: No to existing Non-STS
UFCP, if deal has a ‘senior
resilient position’, eve if insurer

is STS-eligible W)
Toe Detif

Did they really mean

4 in {he W
|
what they wrote p{"’h

What if the Council’s text is implemented

=  Non-STS Non-ResiIient\/
Existing
(3) Min. credit enhancement[Good] Market

* Non-STS Resilient x

= STS Non-Resilient

STS Resilient

* t

Y

CRR 243(4)(a): Non-STS UFCPs (“Resilient” segment)g

When taking risk on
on the liability side of their balance sheet

B
(s European

=

S8 parliament

Parliament with selected Additional
Amendments (Feb-2026)

Concept: No to new requirement to
collateralise existing Non-STS UFCP
market \(LEIgKe[ele]s]

Implementation: criteria at origination

(1) Pool granularity [Good]

(2) Sequential amortisation [Good]
(3) Min. credit enhancement [Good]
¢ 243(4)(a)(5) deleted [Good]

30 243(4)(a)(2) deleted ANE XLl

Resilient: a 2025 regulatory innovation
with 5 criteria: 3 good
and 2 problematic (now removed)

= All 14 existing active market participants
in the Non-STS market qualify,



CRR 249(3): Resurrecting financial instability?

Need to remove toxic capital cliffs

Commission’s
Securitisation Package (Jun-2025)

European |

—1“ uropean Council
Commission Council of the European Union

Council with Danish Presidency
Amendments (Dec-2025)

Reactivation of Article 249(3) for
insurers

No proposal to resurrect old CRR
2 risk that are extinct in CRR 3...
Very good

Requires very robust (CQS 2) at

origination [Goodl and robust
o[J]4s] basis

(CQS 3)on an
(Capital cliff from SRT to No SRT)

The ongoing test is toxic, as the
capital cliff impact is the sudden
loss of 100% of the capital relief,
for STS and Non-STS.

This has the potential for
maximum financial instability

Dt /v Eil?

3y an the

o

Colour code:
The Good,

and the Ugly, and [EXiodls

When taking risk on
on the liability side of their balance sheet

=SS European

-H Parliament

Parliament with selected Additional
Amendment #185 (Feb-2026)

Requires very robust (CQS 2) at
origination only \YCIg"Ke[eJe]s]

This is robustness without toxicity

The toxic capital cliff impact with the
ongoing test is removed (it is already
moot in CRR 3 and should not be
resurrected)
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Europe’s choice: Grow, or become a
vassal
Mar 24th 2026

Securitisation Package: Conclusion

Financial Strategic Autonomy
Does it matter?

It is for politicians to deci

2v. Capital Surcharge

technical ass o o{”@ i
the political ¥ ko, %, \
( Yo\ < 7@ Markets
If it matters cre 'tuwi:&«/{ers t;ancnksheets :7. Issuer Reporting and:
o e N\ pArssenanannannnaYaananannnnnng N N o L] Investor DUe Diligence:
then, regulatory framework matters - 5. Insurers as Credit : SR » e PLLLLLALLLLLLLA ALY -
: Underwriters PP A 18- Access for EU Sponsors :
- Technical experts exist ............................. i1 3.SRT Approval s Invesmr: tto — :
° Talk to them for a : Process ::lllllllllm?rl?lsl llllllllll .

llllllllllllllllllllllll

technical assessment of
the political decisions



© Dr. Georges Duponcheele
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