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Primarily banks bound by the output floor will see
strong increases in capital requirements

Increase in capital requirements for different mortgage portfolios
% of original CET1 requirements
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The extent to which the output floor is binding

varies between countries

Share of banking markets bound by the output floor

% of total assets (rounded numbers)
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Half of all institutions see little impact - 4 of the
market will see significant increases

Distribution of increase in capital requirements
Share of banking market
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Largest impact for the corporate portfolio

Increase in capital requirements for different mortgage portfolios
% of original CET1 requirements
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Significant increase in capital cost for corporates
when the output floor is binding

Increase in cost of capital for the corporate portfolio for IRB banks bound by the output floor
Percentage point change from current cost of capital

0.36pp 0.35pp

0.27pp 0.27pp
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Two lenders operating on the same market can get
very different impact on capital requirements

Increase in risk weights for the corporate portfolio - illustrative example
Risk weights

Not bound by the output floor Bound by the output floor
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@ 36%

33% 33%
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Implications for capital costs allocation

Underlying risk Capital requirements @ Passed on capital costs




Hard facts. Clear stories.

ABOUT COPENHAGEN ECONOMICS

Copenhagen Economics is one of the leading economics firms in Europe. Founded in 2000, we currently employ more than
90 staff operating from our offices in Copenhagen, Stockholm, Helsinki, and Brussels. The Global Competition Review (GCR)
lists Copenhagen Economics among the Top-20 economic consultancies in the world, and has done so since 2006.

copenhageneconomics.com
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