
Misaligned interests 
between originators 

and investors

Overreliance on 
credit rating 

agencies

Enhanced 
&standardised 

disclosure

Legal due diligence 
obligations for 

investors

Investors must gather sufficient 
information to demonstrate 

they have a comprehensive a 
understanding of the risk 

profile of their securitisation 
positions (e.g. structural 

features of the securitisation, 
the reputational loss 

experience of the originator, 
risk characteristics of the 

underlying asset)

Investors must demonstrate a 
comprehensive understanding 

of the risks of any ABS they 
invest in

Information for 
comprehensive 

assessment of the 
ABS

Example: (1) Credit 
quality and 

performance of the 
individual 

underlying asset
(2) structure

(3) cash flows
(4) collateral 

support
(5) all information 

necessary to 
conduct stress tests 
on cash flows and 

any collateral values

The issue

High Level 
Solution

Solution through 
regulation

Regulations

Detailed 
requirements

Article 8b CRA3

Originators 
providing disclosure 

to investors and 
ongoing reports

Originators directly 
and indirectly 

obligated  provide 
detailed 

information to 
investors to meet 
their due diligence 

requirements

Art 409 CRR

Solvency II

AIFMD

Art 406 CRR 

Art 135 Solvency II

Art 17 AIFMD

Standardisation of 
disclosure

Loan-level 
disclosure and 
standardised 

monthly investor 
reporting

ECB
(not regulation)

Bank of England
(not regulation)

PCS
(not regulation)

Lack of price 
information in 

stressed secondary 
market conditions

Originator 
incentivised to hold 
a percentage of the 

risk

Art 405 CRR

Mapping of securitisation specific problems during the financial crisis and European Union regulatory reform*

Misalignment of reg 
capital with credit 

risk

CRD III

Basel RWA

Review of 
regulatory capital 

requirements

Investors to check 
that the originator is 

retaining risk

Art 406 CRR

Originator to retain 
some risk

Investor needs to 
check that the 
originator has 

retained risk prior 
to investing

Investor to receive  
confirmation at 

least on an annual 
basis 

Price transparency

Originator needs to 
retain risk in order 
to sell to European 

investor on an 
ongoing basis

Pre and post trade 
transparency for 
venue and OTC 

trades

Disclosure of price, 
volume and time of 
transactions for all 

trades

Firm pricing for 
liquid instruments 

and pre trade  
disclosure on 

demand for illiquid 
instruments

MIFID II

Solvency II

Quality of certain 
products

Review and 
standardisation of 
lending practices

Mortgage Credit 
Directive

Consumer Credit 
Directive

Art 408 CRR

CRR/CRD IV

Review of capital 
charges for 

securitisations 
based on risk 
assessments

New capital regime 
for complex 

structures (i.e. 
resecuritisations)

Appropriate use of 
credit rating 

agencies

Conditions for use 
and issuer pays

Conditions for use: 
requirement to use 

(i) two rating 
agencies; (ii) 

mandatory rotation 
for resecuritisation; 
(iii) firms may only 
use CRAs if all of a 

number of 
conditions are 

satisfied

CRA3

Article 268/269 CRR

PCS/TSI 
(not regulation)

*US has introduced similar regulatory initiatives for securitisation, primarily under Dodd-Frank

ECB
(not regulation)

Bank of England
(not regulation)

PCS
(not regulation)

Article 8b CRA3Art 409 CRR

PRIPS

Ongoing monitoring 
of risk

Monitor 
performance 

information on 
exposures

Regular stress tests 
on exposures

Art 206 CRR

Solvency II

Art 17 AIFMD

Art 50 UCITS

UCITS

Art 50 UCITS

Art 135 Solvency II

Art 17 AIFMD

Art 135 Solvency II

Art 17 AIFMD

Investors to check the risk 
profile of the originator

Prior to investment investor 
must check origination 

criteria are sound

Confirm effective systems to 
manage asset 
administration

Adequate diversification of 
originator portfolios 

Ensure originator has a  
written policy on credit risk

Art 15 AIFMR

Solvency II

UCITS

European Data 
Warehouse 

(not regulation)

PCS liquidity 
criteria 

(not regulation)

Article 8b CRA3



Refinancing risk: maturity transformation by entities heavily dependent on short term funding (e.g. CP) and holding longer term assets whose funding lines are suddenly pulled (e.g. SIVs)

FSB WS3 shadow 
banking tools

IFRS 7
1 July 2011

IFRS 10, 11, 12

Mapping non-asset linked wider market problems that impacted securitisation during the financial crisis and regulatory reform

The issue

High Level 
Solution

Solution through 
regulation

Regulations

CRR CRR

Banks providing 
funding to non-banks 
through a securities 

financing transaction 
must require a 

minimum haircut

Banks providing 
funding to non-banks 
through a securities 

financing transaction 
must calculate haircuts 

on the basis of 
minimum qualitative 

requirements

FSB WS5 shadow 
banking proposals

EC SFT proposals

Cap the maximum level 
of exposure

Align reg cap to 
counterparty credit risk

Basel Large Exposures CRR

CRR

FOR BANK ENTITIES AT 
CONSOLIDATED 
GROUP LEVEL & 

ENTITY LEVEL: Liquidity 
Coverage Ratio (LCR) – 

bank/bank entities 
must hold a certain 
percentage of liquid 

assets that can be sold 
off within 30 days 

under stressed 
conditions

FOR NON-BANK 
ENTITIES: tools for 

regulators to introduce 
liquidity buffer 
requirements

Detailed requirements

CRR/CRD

CRR

FOR BANK ENTITIES AT 
CONSOLIDATED 
GROUP LEVEL & 

ENTITY LEVEL: Holding 
of appropriate level of 

capital to absorb 
potential losses

FOR NON-BANK 
ENTITIES: tools for 

regulators to introduce 
liquidity buffer 
requirements

Credit lines subject to 
leverage ratio

CRR CRR

Fundamental review of 
trading book

Regime for these entities or entities acquiring their assets

Entities were systemic
Sufficient stable 

funding unavailable in 
stress

Short term funding 
being pulled and no 

recourse to selling of 
liquid assets

Misalignment of reg 
capital with credit risk

Incorrectly identifying who 
bears the risk

Lack of appropriate fire 
sale exit strategy

Identification of 
globally and 

domestically systemic 
entities

Measures for systemic 
entities

Methodologies for 
identifying GSIBs at 

group level

Methodologies for 
national authorities to 

identify non-bank 
GSIFIs

Capital buffers for 
GSIBs

Basel III

FSB proposed 
methodologies for 

identifying non-bank 
GSIBs

Basel III

2.5% capital buffers for 
GSIBs

Require proportion of 
stable funding

Stable funding 
structural measures

FOR BANK ENTITIES AT 
CONSOLIDATED 
GROUP LEVEL & 
ENTITY LEVEL: 

Net Stable Funding 
Ration (NSFR) – 

proportion of funding 
needs to be obtained 

from stable source

CRR/Basel III

Liquidity buffers

Require holding of 
proportion of liquid 

assets to match 
stressed outflows

Align reg cap to risk
Clarification and disclosure of 

group entity risks

Determine whether an entity 
should be included on banks 
consolidated balance sheet

FSB WS3 shadow 
banking tools

LEI

FOR BANK ENTITIES AT 
CONSOLIDATED 
GROUP LEVEL & 

ENTITY LEVEL: fire-sale 
strategy must be in 

place

Fire-sale exit strategy 
must be in place

Strategy must be in 
place for recovery and 

resolution

BRRD

FSB non-bank 
resolution proposals

Regime for banks providing credit lines to non-banks

Management of risk 
exposures to entities

Management of risk 
exposures to 

counterparties

BANKS: Maximum cap 
on exposures to non-

banks

BANKS:  need to hold 
capital against the 

counterparty

Hold liquid assets 
against credit lines to 

counterparties

BANKS:  needs to hold 
liquid assets against 
their credit lines – in 

the event that a 
counterparty defaults

Management of 
leverage introduced 
through credit lines

Disclosure

Disclosure of group 
level exposures and 

credit lines

Have a resolution 
strategy in place wrt 

credit lines

BRRD

Entities providing credit 
lines - systemic through 

interconnectedness

Identification of 
globally and 

domestically systemic 
entities

Measures for systemic 
entities

Methodologies for 
identifying GSIBs at 

group level

Methodologies for 
national authorities to 

identify non-bank 
GSIFIs

Capital buffers for 
GSIBs

Basel III

FSB proposed 
methodologies for 

identifying non-bank 
GSIBs

Excessive leverage of entities heavily dependent on funding from repo markets that suddenly 
suffer a liqudity shortage (e.g. fund vehicles dependent on repo funding)

Regime for banks exposed to non-banks through the provision of repo financing

Minimum haircut 
requirements

Transparency of repo 
markets

Cap on bank leverage

Systemic risk and interconnectedness of the financial system

Macroprudential tools

Countercyclical buffers
Macroprudential levers 

to dampen credit
Sectoral specific 

requirements

CRR/CRD

Banking Union

CRR/CRD CRR/CRD

Banking Union Banking Union

Basel III

*US has introduced similar regulatory initiatives for securitisation, primarily under Dodd-Frank
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