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EBA Regular Use

P1/ P2 lessons learnt from experience 
and new vision : 
3 main topics and new balances to reach
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1. Enhancing pillar 1: the benefits of the regulatory-

supervisory loop

2. Balancing P1-P2 : reconsidering respective roles and 

interactions

3. A new vision : taking the benefits of the banking 

union and 10 years of ST experience

Annexes
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1. Regulation- Supervision : a fruitful feedback loop

• Risk analysis and stress testing

• Reporting and its integration

• Transparency

• Statistics

• ESG

• Digital finance

• Conduct, 
consumerst and 
payments trends

• Impact analysis

• Stress tests

• Supervisory review, 
recovery and 
resolution

• benchmarking

• Liquidity, leverage, 
loss absorbing 
capital

• Risk based metrics

• L1/L2

Prudential 
regulation

Supervisory 
policy

Reporting and 
transparency

Risk analysis

Stress 
testing

Innovation 
tracking
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1. Regulation- Supervision : a fruitful feedback loop

Examples of the regulatory-supervisory feedback loop

Securitisation:

• ESAs’ Report on the 
review of the 
securitisation 
prudential framework

Capital & 
Liquidity:

• Monitoring reports. 
(on LCR, NSFR, CET1, 
AT1 and MREL/TLAC).

European 
Supervisory 
Examination 

Programme (ESEP)
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2. Balancing P1-P2 : 
Reconsidering respective roles and interactions

Robustness in Capital and liquidity could not help enough    

THE RESILIENCE OF THE PRUDENTIAL FRAMEWORK 5

• The red lines (lhs) 

show the evolution 

of CET1 

requirements.

• The bars (rhs) show 

the average share 

of CET1 capital held 

to fulfil the various 

requirements.  The 

brown part of the 

bars represents 

surplus capital 

(~35% in the EU). 

• Release/reduction 

during Covid of 

CCyB and CET1 

denominated P2R 

in Europe.
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2. Balancing P1-P2 : 
Reconsidering respective roles and interactions 2-

Continuous turbulence challenges
EU stacking order (illustration) and buffers usability 

THE RESILIENCE OF THE PRUDENTIAL FRAMEWORK 6

• 6 stacks have MDA triggers in their buffer 

requirements part. Many components 

can influence buffer headroom.

• For example the density ratio (which is 

relatively low for EU banks meaning the 

LR stack is high), or the P2 requirement.

• Also, the countercyclical buffer, systemic 

risk buffer, O-SII and MREL decisions 

affect the relative importance of stacks.

• Further, the P2G (typically between 1% 

and 2%), based on stress testing, is a 

recommendation that can influence the 

perception of usability.  
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3. A new vision : taking the benefits of the 
banking union and 10 years of ST experience

P2 R 
qualitative

P1/

Benchmarking

/automatisation

Top down 

P2 G

7

Stringent on the prudential side

Adapted to provide healthy incentives and 
opportunities for business, in line with EU 

objectives
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3. A new vision : taking the benefits of the 
banking union and 10 years of ST experience

Closing remarks

More delegated Level 2 regulation

More simplicity of the 
rules with a more lean 

approval process

Revised roles on P1/P2 :

Less P2R is not less capital but  more 
market and management headroom

A new P2G role is now suited to the 
pursuit of the BU benefits

More dialogue with 
NCAs, stakeholders and 

banks
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P1/ P2 lessons learnt from experience 
and new vision
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ANNEX 
Securitisation: ESAs Response to the Call for Advice on 
the review of the securitisation prudential framework 
(published 12 December 2022)

• The capital and liquidity framework are not the key obstacles to the revival of the 
securitisation market in EU

• There are other factors (i.e. lacking investor base and funding needs to originate
securitisation)

• Compliance with Basel is a key issue

• Any changes to the capital framework may have a limited impact on revival of securitisation 
market. SRT market – in particular STS synthetic market – is an exception

Assessment of the securitisation market trends:

• Liquidity framework and eligibility criteria to be categorized as Level 2B of HQLA) should be 
kept unchanged

• Capital framework could be improved by:

• Technical fixes to the prudential framework to improve its clarity

• Targeted recommendations – with appropriate safeguards – to improve risk sensitiveness of 
the framework for SRT market, by recognising the reduced model and agency risk 
associated to originators, to stimulate the origination of securitisation by credit 
institutions.

EBA proposals:
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ANNEX Liquidity and Capital monitoring reports
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Monitoring reports on LCR 
NSFR, CET1, AT1, MREL 

/TLAC featuring new polivy
stances based on data 

collected and interaction 
with stakeholders 

Round tables 
with 

stakeholders 
(CAs and credit 

institutions) 

Data on LCR, 
NSFR, CET1, AT1, 

MREL/TLAC 
collected through 

dedicated 
templates
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ANNEX Enhancing supervisory convergence:
ESEP: European Supervisory Examination Programme

• Enhance supervisory 
convergence in the context of 
SREP

• Provides common directions 
and focus areas for EU 
supervisors

• Helps shape prudential 
supervisory priorities and 
practices

Role

• Macroeconomic and 
geopolitical risks

• Operational and financial 
resilience

• Transition risks towards 
sustainability and digitalisation

• Money-laundering and terrorist 
financing (ML/TF) risks in the 
supervisory review and 
evaluation process (SREP) and 
internal controls/governance

Priorities 
2023
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EUROPEAN BANKING AUTHORITY

Floor 24-27, Tour Europlaza
20 Avenue André Prothin
92400 Courbevoie, France

Tel:  +33 1 86 52 70 00
E-mail: info@eba.europa.eu

https://eba.europa.eu/
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