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This report summarises the findings from the third round of the Basel IIl monitoring exercise that
is based on the EBA decision to render the QIS exercise mandatory for a representative set of
EuropeanUnion (EU/EuropeanEconomicArea EEA credit institutions.! The report provides an
assessment of the impact of the Basel iéform consideringspecific provisions that are part of

the Europeanregulationfor arepresentative sample of EU/EEA banks.

On31 May 2024 the European Parliamenand Councibdopted the Regulation (EU) 2024/1623
amending Regulation (EU) No 575/2013 as regards requirements for credit risk, credit valuation
adjustment risk, operational risk, market risk and the output flgbereafter CRR®3 and the
directive (EU) 2024/1619 amending Directive 2013/36/EU as regards supervisory powers,
sanctions, thirecountry branches, and environmental, social and governance (lskeafter
CRDB*. The aforementioned regulations reflect the implementation of the Basel 11l reform package
in the EUand containcertain EUspecific adjustments that are not part of the Basel Il framework
The CRR3 toapply from1 January 2025vhile the CRD& tobe transposd into national law ly
January 2026i.e. 18 months after entry into force on 9 July 2024)

For the first time, themain Basel Ill monitoring reporpresentsthe estimated impact othe Basel

Il reform consideringthe most impactful Elspecific adjustments that argart of the CRR3 and
CRB.° Differently to previous years, the main resulidsoinclude theeffect of all EU buffers and
Rillar 2 requirements(P2R) Therefore, resultsin this reportrepresentan implementationof the
Basel lll refornthat is closeto the CRR3/CRamework The revisions to the Basel Ill framework
mainly affect exposures and the resulting riskveighted assets (RWA) and minimum required
capital (MRC}-for credit risk, operational risk (OpRisk) and leverage ratio (LR). Importantly, the
new Basel Ill framework also introduces an aggregate output floor. The impact attritutbe
above risk factors is measured and analysed primbadbed onthe MRC and secondarily on the
basis of capital shortfalls and differences in capital BRd

1

2Regarding)perational risk, EU clegislators have opted for theiscretionof setting ILM equal to 1 in the final revised
Capital Requirements Regulati@@RR} and Capital Requirements Directif@RD}. Therefore, the results may not be
directly comparable with the report published by the Basel Committee on Banking Supervision (BCBS), in which ILM
specific was adopted as the base case for measuring the impact of the output floor.

3

4

50n 18 June 2024, the European Commission has announced that it will adopt a delegated act in accordance with Article
461a CRR3 postponing the use of the FRTB methods for qapialses (FRTBA and FRTIBIA) by 1 year. Tiereport

does not take into account the FRTB postponeméituwever, the results, with the exception of the impact of the
transitional arrangements for the output floam 2025(section 2.8) will not be affected since they are presented at the

time of full implementation in 2033.

Sin previous yearghe resultsconsideringhe EUspecific adjustments werpublished as an Annex to the main report.
This year, they are presented as the main resultsle the Basel Ibaselineresults are presented as an Annéxomthe

Dec22 reference date, the analysis the Net Stable Funding Ratio (NSFR) is moved to the Report on Liquidity Measures
that also includes the analysis tre Liquidity Coverage Ratio (LCR).



https://www.eba.europa.eu/sites/default/files/2024-02/fd24177f-8938-48ff-a6ae-eecd940e21b5/eba_dc_373_eba_decision_concerning_information_required_for_the_monitoring_of_basel_supervisory_standards_consolidated_version.pdf
https://eur-lex.europa.eu/eli/reg/2024/1623/oj
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401619
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The cumulative impact analysis uses a sample o2 b&nks. The sample is divided in®&0 Group

1 banks(large and internationally active banks) an@%@roup 2 bank<: Comparedto the second
mandatory exercise (as of December 2)2he sample habeen reducedy 5 banks.Of the 152
banks,144 bankswere included irthe samplein accordance withthe general provisions of Article
4 of the EBA Decision (EBA/DC/2021/373), vwaiilankswere included irthe samplen accordance
with the provisions of Article 8(3)Thereduction inthe samplesizecompared to the previous
monitoring exercisés mainly due tahe fact that banks that submitted data in accordance with the
provisions of Article 8(3) no longer submitted data

Main results of theDecember 2023 exercise

The baseline impact assessment quantifies the difference in the minimum required capital
between the current EU implementation of the Basel standards (CRR2/CRD5) arftht#idBasel

[l framework considering the most impactful Elgpecific adjustments that are part of the CRR3
and CRD&nd including all buffers and PR (henceforth the Elbspecific scenaria)The main
finding is that EU banks would need a total of EUR 0.8 billion in additional Taapital to comply
with the new framework at the time of fullimplementation in 2033. The main contributing
factors are the output floor and OpRisk capital requirements.

The weighted average increase the total T1 MRC after the reform i2.8%for all banks(Table
1). For the subsample of large and internationally active banks (Groypht) impact is3.6%. For
Group 2 banksthe impactis 3.6%. The impact of theverall risk-based reforms dxcludingthe

impact of theLR on the entiresample i8.8%.Similar to previous years, the output flomndOpRisk
are the main drivers dhe MRC increases across the group of all banks, contribBtifg and2.8%

respectively to theoverallresult.

Looking at Group 1 banks, the output floor and OpRisk are the two main drivers of the impact at
6.4% and 31% respectivelyWithin the Group 1 banks, the output floor and OpRis& also the

main drivers of the aggregate impact for the global systemically important institutioSs|&g with
contributions of 8.6% and 3.8% respectively. For the Group 2 banks, the output floor and credit risk
are the main drivers of the aggregatmpact, with contributions of 2.0% and(2 respectively.
Finally, as in previous years, the cumulative-baked impact for the entire sample is partially offset

by the impact of the LR 61.0%. This offset reflects the fact that some banks that aretcamed

by the LR in the current framework (i.e. current implementation of Basel standards CRR2/CRD5)
will be less constrained by the LR in the revised framework (i.e. full implementation of Basel Il
under the Elbspecific scenario (2033)).

The full implementation otthe Basel IIframework under the Etbpecific scenarideads to a CET1
capital shortfall totalling EUR 0.3 billion, which can be attributed to both Group 1 and Group 2
banks(Table7). The Tier 1 capital shortfall is around EUR 0.8 billion and the total capital shortfall
is EUR A.billion.?

7Group 1 banks are banks that have Tier 1 capitahore than EUR 3 billion and are internationally active. All other
banks are designated as Group 2 banks.

8Only those banks that submitted data of adequate quality for at least one of the crediforisgonents (IRB approach

or SA), operational risk and leverage ratio were included in the sample of the cumulative analysis. If these banks did not
submit data for any of the remaining components of the exercise, i.e. market risk and CVA, the cumukiige an
assumed that the revisions to these components had no impact.

9 Capital shortfalls are calculated at the end of the transitional peaimatido not consider the effecf certain transitional
arrangemens that will temporarily alleviatehe impact
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Tablel: Change in total T1 MRC, as a percentage of the overall current T1 MRC, due to the
implementation of the final Basel Il framewarkder the Elbkpecific scenario (including all
buffers and P2R capital requirementfrozen);weighted averages in %

Bank group Credit risk Market CVA Op Output Other Total Revised Total
risk Risk floor Pillar1 risk- LR
based
m ) &
[&]
5z & §

All banks 1.2 15 0.0 0.0 11 03 28 5.7 -0.8 8.8 -1.0 7.8
Group 1 1.2 -1.7 0.0 0.0 13 04 31 6.4 -0.9 9.7 -1.2 8.6

GSlls 14 -4 00 00 27 05 38 86 -05 148 26 122
Oslls 10 21 00 00 02 03 26 52 -12 55 -01 55
Other 05 05 00 00 41 04 28 05 -07 80 00 80
Group2 15 05 00 00 03 01 08 20 -01 40 03 36
OSlls 14 00 00 00 03 00 08 14 -02 37 05 32
Other 16 12 00 00 05 01 06 29 -01 43 00 42
Universal 13 -11 00 00 13 03 29 54 08 92 -11 82
Retalk 17 08 00 00 -03 03 05 27 03 37 07 30
oriented

corporate 41 65 00 00 02 11 26 97 -03 68 08 60
oriented

Source: EBA Qdigata (December 2023)

Looking atthe entire bank sample, the rislbased CET1 ratio falls by 140 basis points as a result

of the revised Basel Il framework under the Epecific scenariqTable6). The more broadly
defined Tier 1 and Total Capital ratios fall by 150 and 170 basis points respectively. The LR of 5.8%
remains unchanged under the revised Basel Ill framework compared to the current framework
(CRR2/CRD5). This observation applies ggtathe different bank groups.

10
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This report presents the estimated impact of the Basel Il reform packageEuropeanbanks
consideringthe most impactful Elspecific adjustments that are part of the CRR3 and CRD6.
Therefore, the impacis presentedunder the so calledEUspecific scenarié. The assessment of
the final package includes the revisions to the internal ratingsed (IRB) approaéh, the
standardised approach to credit risk (84nd the standardised approach to operational ¥sis
well as the revisions to the Bag#lleverage ratio framewotR and the counterparty credit risk
framework®. In additionthe impacsof the fundamental review of the trading book (FRYByreed
in 2019andthe credit valuation adjustment (CVA) as welttas changes resulting from the revised
securitisation framework® are taken into accountThe assessmentlso includes the effect of
additional implementation featureshat are part ofthe CRR3/CRD6 packadWith regard to
operational risk, the EU eegislators chose to adopt thdiscretionto set the ILM equal to 1n
terms of credit risk,the impact includes the effect of certain EU specificjtiesch as the
consideration of the SME and Infrastructure supporting fegttine specific treatment of equity
exposuresreal estate exposures, SFTs minimum haircut floor and trade finance ICGRs with
CRR3the EU CVA exemptions are considered. Find#flg, effecs of the CRR3transitional
arrangementson the output floor are taken into account during the transitional periotihe
calculation of the MRC under the £pecific scenario consideall EU buffers and P2R.

1.1 Data and sampl

The final sample for the December Z)X@umulative pointin-time analysis cmprises152 banks—
60 Group 1 banks and2Group 2 banksTable2). The data submitted for the December 202
cumulative impact assessment covers a total 80 banks from albountries in theEEA The RWA
coverage of the EU banking system is2¥6.and ranges fror60.0% t097.%6 depending on the
jurisdiction Of these,7 banks are subsidiaries of EU parent institutions tlaae already
participatingin the exercise. Thesgbanks arenot includedin the sampldo avoid doublecounting.
Of the remaining152 banks, only thosdhat submitted data for at least one dhe following
components were included in the sample for the cumulative analgejscredit riskIRB or SAJb)
operational risk and (c) leverage ratio (LR). This avitdeid to no furtherexclusiors.

The subsamples used to analyse the impact of the final Basel Ill reform on individual risk categories
are larger than the sample used for the overall cumulative analysis (see grey shaded column in

10 see BCBS (2016), Reducing variation in crediwegghted assets: Constraints on the use of internal model
approaches, March 2016; BCBS (2017), Finalising IBagal overview of postrisis reforms; BCBS (2017), Baisel
Finalising postrisis reforms; BCBS (2019), Explanatory note on the minimum capital for market risk.

11see BCBS (2015), Second consultative document: Standamlssions to the Standardised Approach for credit risk;
BCBS (2017), Finalising BadeAn overview of postrisis reforms; BCBS (2017), BaldeFinalising postrisis reforms.

12see BCBS (2016), Standardised Measurement Approach for operational risk: Consultative document; BCBS (2017),
Finalising Baséll: An overview of postrisis reforms; BCBS (2017), BéiseFinalising postrisis reforms.

135ee BCBS (2016), Revisions to the Bihdéeverage ratio framework: Consultative document.
14sSee BCBS (201@plculation of RWA for credit risk (CRE]}

15see BCBS (2016), Minimum capital requirements for market risk: Standards; BCBS (2019), Explanatory note on the
minimum capital for market risk.

165ee BCBS (2016), BdHetlocument: Revisions to the securitisation framework, amended to include the alternative
capital treatment for *simpl e, vwwwhnosomes/ a/d37iemBCBSantpar abl e
Board of the International Organization of Securities Commissions (2015), Criteria for identifying simple, transparent and
comparable securitisations

11


https://www.bis.org/basel_framework/standard/CRE.htm
http://www.bis.org/bcbs/publ/d374.htm
http://www.bis.org/bcbs/publ/d332.htm
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Table?2). Therefore, the impact on credit risk, operational risk and LR shown in the individual
sections of the report may differ from the impact shown in the overall cumulative analysis.

Table2: Number of banks included in the cumulative analgsig in the risk specific seons of
the report, per country

Country Included in the Credit Market CVA Op LR RWA
CumulativeAnalysis Risk Risk Risk Coveragg%)

AT 10 10 4 9 10 10 72.1
BE 6 8 3 7 7 8 92.5
BG 3 3 0 2 3 3 89.1
CY 3 3 0 3 3 3 95.0
Ccz 1 1 0 1 1 1 78.6
DE 32 34 13 32 30 34 50.0
DK 7 7 7 6 7 7 87.1
EE 2 2 2 2 2 2 84.3
ES 6 6 6 6 6 6 87.9
FI 3 3 1 3 3 3 90.9
FR 8 8 7 7 8 8 91.6
GR 4 4 4 4 4 4 94.0
HR 1 1 1 1 1 1 94.1
HU 2 2 2 2 2 2 97.5
IE 8 8 6 7 8 8 93.2
IS 3 3 2 3 3 3 93.8
IT 8 8 7 8 8 8 83.6
LI 2 3 2 3 2 3 91.6
LT 1 1 1 1 1 1 78.2
LU 3 3 2 3 3 3 76.2
LV 2 2 2 2 2 2 95.8
MT 4 4 0 2 4 4 66.6
NL 8 8 4 7 8 8 91.2
NO 4 4 1 3 4 4 51.8
PL 5 5 3 5 5 5 82.0
PT 5 7 6 7 7 7 91.9
RO 2 2 1 2 2 2 90.6
SE 6 6 4 6 6 6 77.9
Sl 1 1 1 1 0 1 79.7
SK 2 2 0 2 2 2 93.9
All banks 152 159 92 147 152 159 76.2
Group 1 60 63 50 61 59 63

GSlls 7 7 7 6 7 7
Group 2 92 96 42 86 93 96

Source: EBA QIS data (Decen#ti3)

12
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1.2 Scenario definition: The E&pecific scenario

Results in the main report present the estimated impact of the Basel Ill reform package on
European banks considering certain Epecific adjustments that are part of the CRR3 and CRD6.
Results under theapplication ofthe Basel lIbaselinestandardg(i.e. following theBasel Il reform
package as agreed in December 2017 by the Group of Central Bank Governors and Heads of
Supervision (GHOShenceforth Basel Il baselipare presented in Annelx Table3 presents the

main implementation features of the scenario measuredthie main report (the EUspecific
scenario) ircomparisonto the one used in thé&nnexl| (the Basel llbaselinescenario) All results

shown in this report follow the Basel lll national discretion of setting ILM equal to 1 for the purpose
of calculating Operational risk RWAs.

Table3: Comparison of the main implementation features of thedpdcificscenaricand the
Basel lIbaseline scenario

Main report ¢ EUspecific scenario [Basel i . .
Risk Area lll (applying ILM = 1) with EU Annexl| - Basel llbaselinescenario [Basel

adjustments] [l (applying ILM = 1)]

1 SACR: ECRA framework adopted 1 SACR: ECRA framework adopted
1 SACR: loarsplitting method adopted { SACR: loarsplitting method adopted
on GRRE, GCRE, IPCRE + hard test on GRRE, GCRE, IPCRE +dstrd
1 SME supporting factor (SA and IRB)
1 Infrastructure supporting factor (SA
and IRB)
CRR3 treatment for equity (SA and IR
SFTs Postponement of minimum
haircut floors (SA and IRB)
1 CRR3 treatment for trade finance CCF
(SA and IRB)
1 CRR3reatment for revaluation of Real
Estate (SA only)

Credit Risk

== =

1 Final CVA framework (Ji920) 1 Final CVA framework (JW920)
1 CVA exemptions 1 No CVA exemptions

CVA 1 CVA simplified method (based on OEI  CVA simplified method (based &WUR
eligibility criteria) 100 billion threshold)

9 Output floor calibration (2022030) 1 Output floor calibration (2022028)
1 CRRa3 transitional arrangements for
unrated corporates

Transitional  q CRR3 transitional arrangements for
arrangements  Resjdential Real Estate exposures

Output floor 1 CRRa3 transitional arrangements for th
SACCR Calibration
1 CRRa3 transitional arrangements for
securitisations
E;F‘:flte; and  pijiar 1, Pillar 2 and all buffers considere Only Pillar 1, CCB aneSBs considered in

requirements in the MRC calculation the MRC calculation

TheCRR3/CRD@aturesconsideredn this report are as follows

13
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1 SME supporting factorconsidering the supporting factor for exposures to SMEs envisaged
in the CRR3Iinder SA and IRB (also including it inmoodelling RWAs for the purpose of
the output floor calculation). Under the SA framework, the RW for unrated corporate SME
exposures is also adjusted to the ondhe CRR3ramework.

9 Infrastructure supporting factor: considering the supporting factor for exposures to
infrastructure projects envisaged the CRR3 under SA and IRB (also including it in non
modelling RWAs for the purpose of the output floor calculation

1 CRR3reatment for equity exposures including thepreferential riskweight foreseen in
article 1336) and article 495af the CRR3 Propos#ir certain types of equity exposures
under the SA and IR@lso including it in nomodelling RWAs for the purpose of the
output floor calculation)

1 Postponement of minimuncollateral haircut floorsfor SFT{SA and IRBnot including
the minimum collateral haircut floors as defined by the comprehensive approach for
collateralised transactions (CA(Si}jich isapplicable in the Basel Framework (20&3)
SFT exposurasmder SA and IRB (also including it inmoodelling RWAs for the purpose
of the output floor calculation)

1 CRR3 treatment for trade finance CCHheluding the application of a lower CCF (20%
instead of 50%) to trade finance transactiorelated contingent itemsas foreseen in
article 1128 of the Council proposal

1 CRR3 treatment for the revaluation of real estate exposuragluding therequirement
to make upwards or downwards adjustmerftsilikein the Basel Ill standaréf3 following
the regular monitoring of the value of property pledged as collatekakvaluation is only
allowed up to the average value over the last six yemrgoreseen in article 229 of the
Council proposal

1 CVA exemptionsmaintaining the CVA exemptions envisagedhiea CRR3rameworkin
the own fund requirements for CVA risks;

1 CVA simplified methodreusing the eligibility criteria of the original exposure method
(OEM) (sed\rticle 273a(2) of the CRRBfor the eligibility criteria of the simplified method
for the own funds requirements for CVA risks;

17Under the Basel Ill frameworthese type of exposureare subject to a credit conversion factor (CCF) of 50% (CRE20.42
of the Basel Ill agreement).

8 Also referring to the Annex for the definition GfCF&uckets

19The Basel standards generalbp the value of the property recognised for prudential purposes at the value measured
at loan originatonunl ess modi fications “unequi v oa the ratiorial competente a s e
authority has exercise the discretion to request a downward adjustment.

20 Article 273a(2) of the CRRpecifies that a institution may use the OEMrovided that the size of its erand off
balancesheet derivative business is equal to or less than both of the following thresholds on the basis of an assessment
carried out on a monthly basis using the data as of the last day of the m@)tB:% of the institution's total assets; b)

EUR 100 million.
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1 CRR3 transitional arrangements the output floor: includng some of the transitional
arrangements that are foreseen in article 465 of the CRR3 for the purpose of the output
floor calculation. Those transitional arrangementill imply a temporary preferential
treatment to calculate the nomodelling RWAs that are used to calculate the output floor
impact on a transitional basis:

A Unrated corporates: including the transitional preferential treatment to
exposures to corporates as defined in article 465(3) of the @RR®sal.

A SACCR Calibratianncluding the transitional calibratiofor the application of the
SACCR approach (alpha = 1) as defined in article 4654 CRR3 proposal.

A wSaARSYUGAlt wSHf dnkliding tBe trankitbnabdrefeie@idl) Www 9
treatment to exposuressecured by real estate if institutions pass thecsdled
“super hard test” beobthe€RR3pmopapshl. i n articl e
A Securitisationsincluding the transitional calibratiofor the p-factors that apply
to securitisations exposures for the purpose of calculating the output fémor
defined in article 465(13)
A Output floor calibration: including thephasedin period for the output floor
calibration as foreseen in the CRR3 proposal (ZZ23) which differs from the
period foreseen in thdaselineBasel llagreement(20232028).

1.3 Methodology for impact estimation

General methodological remarks

1 The methodology predominantly assesses timepact in terms of Tier 1 minimum
required capital (T1L MRCT.he T1 MRC in this report includes all EU buffers and P2 ca)
requirements. In particular, it considers the capital conservation buffer (CCB), the cap
buffer for global systemically important institutions-8HsY! any higher loss absorbency
requirements for other (domestic) systemically important institutionsSi), the
countercyclical capital buffer requirements, the systemic risk buffer and the P2
requirements??

1 P2 capital requirements are applied to piftoored RWAs in the calculation of the EU
specific Basel Il T1 MRC. Article 104a paragraph 6(a) of the CRD6 indicates that the
nominal P2R amount should not increase as a result of the institution becoming bounc
the output floor. The provision shall apply until a review of their calibration is conclude
avoid automatic increases in the amount of required regulatory capital that may arise -
higher RWAs when the institution becomes bound by the output flathrelse being equal.

1 As of December 2023, the only data available for P2R were those applicable to
institutions on that date, and therefore the available data does not consider a potentia

21ccB and Sl buffers are assumed to be part of Pillar 1 requirements given that they are universally applicable and
quantifiable.

22This methodology differs from the approach followed by the BCBS Basel Il quantitative impact study for the global
banking system where only the CCB an8I buffers are considered. Anrleshows impact results under the Basel lll
baselinescenario and following the BCBS methodology for calculating the MRC (i.e. considering CCHIsrmlier

only). Results in Annexare therefore comparable to the results in the BCBS Basel Il quantitative impact study for the
global banking system.
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revision of its calibration.To avoid any arithmetic increases in the MRC calculation that
driven by the output floor impact, the P2R have been applied as percentages to the pr
fl oored RWAs fozehB2ZRj he Asabteestult, the
automatically increase with the implementation of the output floor, but they may still ve
due to the changes in prboored RWAs. The following equation summarises the formul
that was used to calculate tHdRC:

MRC = Sum of:

Floored RWA pRillar 1 minima + CCB buffer + CCyCB buffer + m8Hi,(GSII buffer)}
SyRB buffér

Prefloor RWA x (Pillar 2 requirements)

1 The Tier 1 minimum required capital (T1 MRC) includes both-baked capital
requirements and leverage ratidbased capital requirementsThe methodology assumes
compliance with the higher of the ridkased capital requirements (i.e. those based onris
weighted assets, including the effect of the output floor) and the leverage-tatsed
requirement, under the Capital Requirements Regala(CRR) 2/Capital Requirements
Directive (CRD) 5 and Basel Ill frameworks (both fully phased

1 The impact on T1 MRC is the difference between thestddific Basel Il and CRR2/CRD!
T1 MRC, divided by the CRR2/CRD5 T1 MRC.

I The estimated results are weighted averages, unless otheiniteated belowthe tables
andfigures

1 From De€l8 onwards, the Basel Il monitoring exercise assesses the impact of the Jai
2019 FRTB framework.

I From Dee20 onwards, the Basel Ill monitoring exercise considers the revision of the C
framework agreed in July 2020.

I The sample of the poirAh-time analysis (De23 reference date only) consists of2l5
banks, while the sample of the tirseries analysis (D1, Dee22 and De€3) consists of
149 banks, to allow comparisons over time using a constant sample.

1 Where applicable in the report, the estimation of the Tier 1 MRC impact that feeds the
series analyses assumes the application of the most recent rules retroactively, where
availability, granularity and quality of past data allows. Data for aeiEhispecific
adjustments that is considered as of ER® was not available for previous years. In thos¢
cases, the EU adjustments have not been considered.

1 The figures for operational risk represent the impact resulting from the ElUeoy i s | .
decision to set ILM=1 for the full implementation of Basel Il (2033)

1 The analysis applies an adjustment to cope with the results submitted by several bank
which apply an overly conservative estimation method for the FRTB capital requireme
This method uses the originally submitted data, separates the overly conservative
estimated i mpact on Equity I nvestment
recognises only 20% of the impact assigned to the foriher.

23Eor further details, pleaseefer to section2.6 (FRTB)
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1.4 Data quality issues and interpretation of the results

The results should be interpreted with caution, considethag data qualitymay lead to inaccurate
estimationsof the results. Moreoverseveral simplifying and conservative assumptjcaopted
by the participating banksnay result in an overestimation of the capital impact:

1 Treatment of data quality issues: If no data was provided or if the data provided to
measure the impact of a given BEdjustmentwas not considered of sufficient quality, no
impact was assigned to the relevant &fljustmentfor the affected bank. As a result, there
might be an underestimation of the beneficial effect of-§hécific adjustments, that
would in turn result in an overestimation of the capital impact.

9 Static balance sheet assumptidnstitutions do not react to the revised requirements by
adjusting their businesses and/or managingithregulatory capital costs.

{1 Static requirements assumption: Pil&rand combined buffer requirements as of
December023,def i ned as a per c e weareauged both forthelCBRR ban k'’
baseline andhe EUspecific scenariadigher RWA resulting from the implementation of
the revised framework may lea€in some casesto a revision and, possibly,-ealibration
of the Pillar2 and buffer requirements

91 Profit retention to cover capital shortfall: the cumulative impact analysis assumes no role
for profit retention in rebuilding the capital base.

Additionally, the following methodological changes should be considered when comparing results
shown in thisreport with the results shown in th&asel 11l monitoring repottased on data as of
December 202:

9 The results in this report compare withoseincluded in thePublic Annex to the Basel lll
monitoring report® A n a | y sspesific Adjustraedtsas ofDecember 2022.

9 Thescenario presented in theurrentreport has been updatetbased on the publication
of the final CRR3 and CRD6 teidtse scenariontroducesan additional EU adjustment
that wasnot considered in the previous yeatthe output floor transitional arrangement
for securitisations- and exclude®n EU adjustment that was previously considerdtie
RGLAPSE adjustment.

1.5 Differenceswith respect to methodology used by the BCBS

The report presents the impact of thBasel lIreformsunder the EUspecific scenariolt therefore
considers the effect of the most impactful EU adjustments that are part of the CRR3/CRD6 but are
not part of the Basel Ill texThe BCBS quantitative impact styshgsents the impact of the Basel

Il reforms as defined in the Basel text and therefore not consideniygeU specifigés.

The report presents the impact of the reforms under the Bpecific scenario in terms of changes
in Tierl minimum required capital (T1 MRC), comparing the fully implemented reviggd
specificBasellll requirements with the current fully phasedh Capital Requirements Regulation
(CRR) 2/Capital Requirements Directive (CBREPgquirements.The report considerall EU buffers
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and Rllar 2 requirements(P2R)for the calculation of the T1 MRThe BCBS quantitative impact
studyconsiderilar 1, CCB and GSlbuffer only to obtaian MRC measure that is common across

all jurisdictions and not affected by Pillar 2 capital requirements, which may vary across EU
countries.

WAnnexIQncludesresultsmirroring the methodology used in the BCBS quantitative impact study

It therefore presentsthe impact of the Basel Il reforms without consideriagy EUspecific
adjustment andassesigthe impact in terms of Pillar 1 Tier 1 minimum required capital (T1 MRC)
considering CCB andSHs buffer only The transition chapter includkin this report shows a
comparison betweerthe results in the main report and thAnnexto facilitate a comparison
between the two and identify the main driveasnongthe different impacts.

The current riskweighted assets (RWA), which are the basis for the calculation of-lbaked T1
MRC, do not include the RWA aekly o6 a SR 2ly TiebrmNaRs-apphetl by some
EU jurisdictions, because it ceased to exist in the EU as #dnliary2018. As to the revised
framework, the exercise assumes full implementation (as oBR02the output floor calibrated at
72.5% of the standardised approach RWA of the revised framework, while the estimatiorLé the
based Tiel MRC consists of the existing minimum requirement (3%) plus 50% of thrmsel G

Slis surchargg where applicabl&. The results shown in the report are weighted averages, unless
stated otherwise.

1.6 Description of impact metrics

The following variables are used in the analysis for assessing the cumulative impact, in terms of T1
MRC:

T ‘" Total’ s h anmpact ohTH MRCwkea mavihgrom the current to the revised
frameworkand afterconsideringhat banks must meet the higher of the riblased capital
requirements (i.e. including the 72.5% output floor) and the revised B$d® requirement
with respect to T1 capital.

T * Tot ala sreids khesithpaat anthe riskbased T1 MRC, i.e. without including the
impact of therevisionsin the revised Basel LR T1 MRC.

T “"Credit r i impact ond h MRCassighdtte the revisionsof the SA and IRB
approach for credit riskas well as the changes arising from the revisions in the
Securitisation and CCPs

T “ Mar ket r iimpatt ond hMRE&ssignetioethe revisions to the SA and internal
model approach (IMA) for market risk (FRTB).

24The impact is measuredithout consideringthe current national implementation of the Badedased transitional
floors set out in the Basdl framework. The transitionalBasel-based floor was implemented in Articl800 of
RegulationEU) Nd&b75/2013 (CRR) as a floor to actual own funds rather than a floor to RWAs. The temporary
requirement expired on 3December 2017.

2For example, for a bank with a®ls buffer of 1% the minimum LR T1 MRC would be 3.5% of the total exposure
measure.

%seeal so BC B@&obdl gy&emBally important bankspdated assessment methodology and the higher loss
absorbency requiremehtEnancialSability Board (November 2018)2018 list of global systemically important banks
(GSIB} htj) i
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T ‘" CVA’ s impaat ®nT1 MRLC due to the revisions to the CVA framework, including
the removal of the CVA exemptions under Arti@82 of the CRR.

T ‘" Operational risk’ shows the impact on T1
standardisedmeasurement approach (SMA), assuming that the Elthdlbse the option
of setting the ILM equal to 1 when implementing the final Basel Ill framework.

T ‘" Ot her P1 RWA’ shows the i mpact on T1 MRC a
framework which directly or indirectly affect the level of Other Pillar 1 RWA

T ‘" Output f I oodmpactgnthelavel nftT$ MRChdee to the application of the
aggregate output floor on the total RWA. The output floor impact is the difference between
72.5% of the total S&quivalent RWA and the modbbhsed RWA.

T ' Revi sed Lnpact osliRbages TItMRE adths (i.e. the additional MRC on top
of the riskbased MRCassignedto the implementation of the revised LR framework. A
positive change shows that the LR requirentébecomes more constraining under the
new framework, i.e. the final Baskl LR framework increases the T1 capital-addin
relation to theleverage rati®CRR/CR add-on over the riskbased minimum required Tier
1 capital A negative change shows that the final BalddlR ier 1 addon becomes less
constraining, i.e. the final Bad#ll LR T1 addn is lower than the CRR CRDB LRadd-on.

1 In addition, the impact of the final Badell | framework is assessed
shortfall?’ of the actual CET1, T1 and tot al
total capital of the new framework, as follows:

T W/ I LK G s estirfafedlds thé differénce between the fully implemented MRC metric
and the current actual capital set aside by the EU banks.

27Currently, leverage ratio requirements are not yet binding in the EU; the proposed CRR2/CRD5 will render the leverage
ratio requirements binding.
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1.7 Distribution metrics

Some charts show box plots that give an indication of the distribution of the results among the
participating banks. Those box plots are defined as follows:

—_ ---—--—-—-—-- Upper fence, 1.% IQR above 75tpercentile®

— Maximum observation belowpperfence
1.5xIQR
— 75th percentile (upper quartile)
Interquartile X Mean (simple average)
range (IQR)
Median
— 25th percentile (lower quartile)
1.5xIQR . :
— Minimum observation aboviwer fence

—_ ---—--—--—-- Lower fence, 1.% IQR below25th percentile

2870 calculate the upper and lower fences, 1.5 times the IQR is added totthpétSentile and deducted from the &%
percentile.
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This section presentsariousmetricsfor assessg the impact of the full implementation of the
Basel Ill reform packagender the EUspecific scenario

2.1 Cumulative impact analysis of the final Basel Il refonaer
the EUspecific senaria point-in-time analysis (De23 only)

The analysis irthis section focuses on the impact of thnal Basel 11l packagender the EU
specific scenarian terms of the Tier 1 minimum required capital T1 MRQ. Figurel shows the
distribution of TL MRC across all banks: Group 1 banks (large, internationally active banks), Group
2 banks (other banks) and®&Is At anaggregate level e simpleaverage for all banks &4%and

the median is2.4%, which impliesthat there area few positive outliersFor Groupl banks the
average and mediaare 5.6% and 5.2% G-Slishave substantially higher valuesvith an average

and median ofl1.30and 7.1% respectivelyand Group 2 bankkavesubstantially lower valugs

with an average and median @f0% and O07/%respectively The dispersion of impact on T1 MRC,
measured as the interquartile range, deearly the widesfor Group 1 bank€ompared toother

bank groups and is mainly affected by the ABi5IIs within the Group 1 banks.

Figurel: Distribution of changes in total T1 MRfie to the implementation of the final Basel 11l
frameworkunder the Elkkpecific scenario (including all buffers and P2R capital requirements
frozen) in %

40%
30% —

20%

10%
v
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The weighted average increase in T1 MRC, including all buffers and P2R capital requirements, is
7.8%for all 132 banks in the sample8.6% for Group 1 banks and &% for Group 2 bankéTable

4). For Group 1 banks, the overall increase in T1 MRC consis& 8fancrease in the ridkased
requirements mainly driven by thé.4% increase due tthe introduction of theoutput floor. This
increase i®ffset by a reduction of 1.2%ue to the impact of the LFor Group 2 banks, the overall
3.6% increase in T1 MRQlige tothe 4.0% increase in riskasedrequirements mainly driven by a
2.0%increasedue to theintroduction of theoutput floor and1.0% revisions tocredit risk This
increase is offset by a reductiarfi 0.3%due to the impact othe LR

Looking at the entire sample, the final Basel tépital requirements foroperational risk (OpRisk)

contribute 2.8% to theoverall impact compared to theCRR2/CRDBamework. The significant

increase in thampact of the MRC forOpRiskis primarilydue to the increasen the net interest

margin (NIM) over the last yearwhichtriggered theincrease irthe BlICcomparedt o | ast year
estimates, which is the sole determinant of thelRC for OpRisk.his changeih hi s y &sar ' s B
particularlyimpactful forAMA banks.

Tabled: Change in total T1 MRC, as a percentage of the overall current T1 MRC, due to the
implementation of the final Basel Il framewarkder the Elspecific scenario (including all
buffers and P2R capital requiremenrtfrozen);weighted averages in %

Bank group Credit risk Market CVA Op Output Other Total Revised Total
risk Risk floor Pillar 1 risk- LR
based
m ¢ a
5 = & §
All banks 1.2 -15 0.0 0.0 1.1 0.3 28 5.7 -0.8 8.8 -1.0 7.8
Group 1 1.2 -1.7 0.0 0.0 1.3 04 31 6.4 -0.9 9.7 -1.2 8.6
GSllIs 14 -1.4 0.0 0.0 2.7 05 3.8 8.6 -0.5 14.8 -2.6 12.2
OSlls 1.0 2.1 00 0.0 -0.2 0.3 26 5.2 -1.2 5.5 -0.1 5.5
Other 05 05 0.0 0.0 4.1 04 238 0.5 -0.7 8.0 0.0 8.0
Group 2 15 -05 0.0 0.0 0.3 0.1 0.8 2.0 -0.1 4.0 -0.3 3.6
O-Slls 1.4 0.0 0.0 0.0 0.3 0.0 09 1.4 -0.2 3.7 -0.5 3.2
Other 1.6 -1.2 0.0 0.0 0.5 0.1 0.6 2.9 -0.1 4.3 0.0 4.2
Universal 1.3 -1.1 0.0 0.0 1.3 03 29 5.4 -0.8 9.2 -1.1 8.2
Retait 17 -08 00 00 -03 03 05 27 03 37 07 30
oriented
Corporate 4 65 00 00 02 11 26 97 03 68 -08 60
oriented

Source: EBA QIS data (December 2023)
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2.2 Evolution of thecumulative impact analysis of the final Basel
[l reform under the Etdpecific scenarisince the establishment of
the EBA mandatory exercise ([Ratber 2@1 to Deember 2@3)

Based ora constant sample ofl49 banks that resulted from the EBA mandatory exercise, i.eatth
have consistently submittd data from Deember 2®1 (Dec21) to Deember 2@3 (Dec23),
Table5 shows thechangesn total T1 MRC since the establishment of the EBA mandatory exercise
(Dec21 reference date)As far aghe availability, granularity and quality ¢iie data allow the
estimates are basedon the retrospectiveapplication of the most recent ruleslowever, dta for
certain Eldspecific adjustments thatretaken into account fronDec23arenot available foearlier
years. In tlese cases, the EU adjustmemntsrenot taken into accountThe resultselated tomarket
riskarebased on the January 2019 FRTB framework. The methodasegltoquantify theimpact

of market risk includes the retgpectiveimplementation of the adjustment for overly conservative
reporting of EIF positions.

The overall impact taking into account therisk-based and Li®ased requirementsdecreases

from 11.7% in De@1 and 10.1%n Dec2022to 7.8% inDec23. The mairnreasonis thenegative
impactof the revisions to credit risk, partially offset by an increasgperational riskequirements.

In addition, the current implementation of the Basel Ill LR framework in the EU coincides with the
full Basel Il implementation (for the D@8 reference date). Thus;&l1 | s are subject
S| | s s under thaarrgneffameworkin addition to the 3% offR exposurethat represents

the general capital requirement, which explains the larger offsetting effect ofdhised LR fothe

latest reference datelt mustbe emphassed that, as outlined above data on certain Etdpecific
adjustments that ardaken into account fronDec23 are not available foearlier dates, so the
resultsneed tobe interpreted with caution

Tableb: Changes in T1 MR@ue to the implementation of the final Basel 11l framewarider the
EUspecific scenario (including all buffers and P2R capital requiremdrdgen)for a constant
sample of banks from YYY2J(to YYYY; weighted averages in %

Reference Credit Market CVA Op Output  Other Pillar  Total risk Revised Total

date risk risk Risk floor 1 based LR

31-Dec21 1.5 1.8 04 1.7 6.6 -0.7 11.4 0.3 11.7
31-Dec22 0.6 1.2 04 23 6.3 -0.5 10.3 -0.2 101
31-Dec23 -0.3 1.2 03 27 5.7 -0.8 8.8 -1.0 7.8

Source: EBA QIS data (December 2023)
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2.3 Capital ratios and shortfalls

This section presents the development of the capital ratios from the currénamework to the
full implementation of the final Basel Ilframework under the EUspecific scenaripas well as the
capital shortfalls that would arise from the full implementation ahe final Basel Ill minimum
capital requirements

2.3.1Capital ratios

Table6 shows the results of the calculations for CETierTL, andtotal capital ratios and theLR

The average impact on capital ratios largely similar across all bank categorieslowever, the
dispersionbetweenthe different types of capital ratios sgnificantly greatefor Group 2 banks

both before and after the introduction of the reforrrigure2). Looking at the impact of the reform

on the distributions, the dispersion of CET1, Tier 1 and total capital ratios becomes slightly wider
under thefinal Basel 11l framework, while the dispersion of LR remains largely unchanged between
the two frameworks.

Table6: Comparison of riskased capital ratios and leverage ratios under different states of
implementationdue to the implementation of the final Basel 11l framewarider the Eltspecific
scenariq weighted averages in %

Bank group CET1 Tier 1 Total capital LR
0 @dg 5% O Dv 58 S Dgv 53 8 5%
o T 0 0O o TN 90 14 TN 90O X 0O
Q c&8 298 0O cs®s o8 09 c® Fo O Fo
8 28 3= g £8 3= g 28 3= § 3=
o aE Wy o s W o s W X W
G 0 88 6 §8 €% 6 s8 g% B g¢g
& Lo o iL 0 - o L0 ir @
All banks 159 153 145 172 166 157 197 19.1 180 58 5.8
Group 1 157 152 142 170 165 154 197 190 178 5.6 5.6
GSlls 143 134 123 157 147 135 181 170 156 48 4.8
Group2 166 162 159 178 174 170 200 195 191 6.5 6.5

Source: EBA QIS data (December 2023)
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Figure2: Distribution of capital ratios under CRR2/CRBEuUs fully phaseith final Basel Ill
frameworkCRR3/CRD@&033); in %
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2.3.2Capitalshortfalls

The capital shortfall compares the actual capitalzels(CET1, Tier 1 and total capital) in December
2023 with the final fully-loaded Basel llfframework under the Ekbpecific scenaripincluding all
buffers and P2R capital requirementswhere applicable’® Results are shown at the end of the
transitional periodand therefore do not consider the effect of any of tlransitional provisions
that are part of the CRR8hich may temporarily alleviate the impact of threew framework.The
final Basel llframework under theEUspecific scenariwvill result in a total capital shortfall of EUR
5.1 billion, of which EUR 0.3 billids attributable to CET1 {able7). As of December 2023, we
observe9 banks with a total capital shortfald banks with a Tier 1 capital shortfalhd 2 banks
with a CET1 capital shortfallhe capital shortfall iglriven by large institutions, with GSlls
accounting foralmost twothirds of the total capitalshortfall.

Table7: Shortfallof current availablecapitalunderthe final Basel 11l framewornknder the EY
specific scenari@including all buffers and P2R capital requiremesfiozen); EUR billion

Bank group CET1 Riskbased T1 Add. LR T1 Total capital
All banks 0.3 0.8 0.1 51
Group 1 0.3 0.4 0.0 4.2
GSlls 0.3 0.4 0.0 3.2
Group2 0.1 0.3 0.1 0.9

Source: EBA QIS data (December 2023)

29 Results should be interpretetdking into accounthe methodological consideratiorexplained in sectiori.4 Data
quality issues and interpretation of the results
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2.4 Interactions between riskased and leverage ratio capital
requirements

This section analyseshether the leverage ratio LR)yequirementsin the final Basel Il framework
under the EUspecific scenaricare, more or less constraining comparedto the CRR2/CRD5
requirements. Figure3 presents the mechanics for the estimation of the leverage ratio impact.
Detailsof the estimationcan be found in the Anndxkin section5.1

The aggregate Tier 1 MR@&hich consistof the combined riskbased and Liased requirements,
increases from EUR,174.5 billion under CRR2/CRD5 to EWR65.7 billion under the final Basel

Il framework under the Elbspecific scenaridan increase by.8%—seeTabled). The standalone
risk-based MRC for all banks under CRR2/CRD?5 i&,E0R3billion, while the standalone -Based

MRC is EUB22.0billion. Thecorresponding figureander the final Basel Il framewotnder the

EUspecific scenariare EURL,263.6 billion and EURS22.3 billion, respectively The totalLR

requirement addon estimated at the individual bank level decreases from EURbillion under

CRR2/CRD5 to EQR billion under the final Basel lll framewankder the Elspecific scenario

Figure3: Mechanics of the calculation of the actual leverage ratio MRC impact, TluNREhe
final Basel Ill frameworknder the Ekbpecific scenario (including all buffers and P2R capital
requirements—frozen) EUR billion
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Source: EBA QIS data (December 2023)
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B ={ v@ll + va™ © beingthe aggregate risbased Tier 1 MRC
={ i+ vm™ P being he aggregatéeverage ratisbased Tier 1 MRC;

B O e & v§|—=|= va® i R d 4+ ve™ N~ being the aggregate total Tier
MRC, which ensures compliance with both tisised and leverageatio-based requirementat
the individual bank level
B4 4+MM, .& [ peing the aggregate amount ttie leverageratio addons, i.e. the
sum of the differences where the leverage ratiased Tier 1 MRC is higher than the -sised
Tier 1 MRC

The comparison between CRR2/CRD5 andfthal Basel llimplementationunder the EUspecific
scenariotherefore indicates that the leverage ratio requiremeni the final Basel 11l framework
will become slightly less constrainingrhisimplies that part of the additional MR@reviously

attributed to the LRwill be attributed to the riskbased Basel Ill MRC. In percentage terms, this

change corresponds to thepact on theleverage ratio of1.0%(i.e. (2.1-14.2)/1,174.5) shown in
Table4.
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2.5 Credit risk

This section assesses the impact of the final Basel Il framework under thggdeldific scenaridn

the context ofthe revisions to the SAand the IRB approadsfor credit risk. The changes in the

final framework aim, among other thing®, increasethe risk sensitivity of the SA approach and to
restrict the use of the IRB Approach for exposure classes where robust modelling is more;difficult
therefore, contributing to thecomparability byharmonisingdefinitions andtaxonomies between

the SA and IRB apgaches The final reformsif introduce new asset classes or split the existing
asset classegii) presentanore granular risk weights in the case of the SA approgith¢ontains
revised methodologies for externally unrated exposyeexl(iv) revisesthe eligibility and/or scope

of application ofthe IRB approach for some asset classkast introducing new minimum values
for risk parameter s (tdensune that own funds reguiremens donat s af e
fall below prudent levelg® Due tothese changes, a direct comparison between the proposed and
current frameworks is not possible. Therefore, the estimated impact is an approximation.

The analysis suffered from some data quality issues, maidlye to difficulties in allocating
portfolios according to the revised asset clasategorisationand different interpretations of the
revised framework Although the final Basel Ill framework allows jurisdictions to choose either the
loan-splitting approach or the wholoan approach for residential and commercial real estates th
analysis adopts the Eapproachwhichassumes the application of the loaplitting approach:

Figure4: Changes in T1 MRC for credit risk (SA and IRB) exposigrés the implementation of
the final Basel Il framewonknder the Elspecific scenario (including all buffers and P2R capital
requirements—frozen);in %of credit risk MRC
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b2GSY GKS YSIy 6W- Q0SoMBTEBAS QI8 data (DEcBmMbarR028)f S I S NI =

The median impactacrossall portfolios, i.e. SA and IRBJlocated to credit risk only, is
approximately-0.19% of currentredit riskMRC Figure4 shows the distribution of changes in Tier
1 MRC assigned to the revisiawsthe SA and IRB approaches credit risk. The median impact
for SA portfolios is approximatel;70% and for IRB portfolios @&s00%

30For more information, please refer tc
31 Neverthelessafew banks reported data under the whelean approach
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26 FRTB

This section assesses the impaateteris paribus; of the January 2019 BCBS reforttis relation

to the capital requirements for market riskAs in theremainderof the report, the impact of the
FRTB is based on an adjusted estarhat reduces the bias in the origingsubmited market risk
data. This adjustments intended to take accountof the overly conservative data submitted by
several large banks on the EIF. However, since thDesercise, the bidsas been addressday
reducing the reported impact otine ElFrather than ecluding the market risk impatr the banks
reporting conservative data.e. setting it to zero.

More specifically, several banks treat all trading book positiondlie EIF where modelling is no
longer permitted under the look-through requirements by applying the most conservative
standardised approachi.g. the Bther buckeCreatment). This choice implies that thenpact of

the FRTB oaquity risk will be subject to the highest applicable risk weight, rather than under other
possible treatments such as the index treatment or the mandsised approach as set out in
MAR21.36® To compensate fothe bias created by the overly conservative reportiata, the
impact onthe EIF has been reduced to 20% of the reported value. This treatment, which is also
applied by the BIS iits QIS reportwasapplied to19 out of 92 banksthat reported market risk

data.

Figure5: Change of market risk capital requirements after FRTB implementation, without floor,
broken down by approach and bank group; in % of market risk MRC
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As in other sectionsthe data quality checks revealed some additional issues and limitations in
the information submitted bythe banks thus, the resultsshould be interpreted with cautionln
particular, some outliers affect theggregatedesultsby pushing the averageabovethe median
across the majority of risk categories and bank grodftbough the reported figures include the
impact of the outliers, they have beeamovedfrom the visualrepresentationin Figure5.

32 For more information, please refer ta

3335eeBCBS (2019n MAR- Calculation of RWA for market risk/ MAR2Btandardised approaclsensnwmesbased
method:
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Figure5 shows the impact of the revised market risk standards tire total MRC &docated to
market risk. The simple average impact of the FRTB reform for all banks is aBd@tidf current
market risk MRC, with an interquartile rangeund-13% t065%. Theimpact of the revised market
risk standardss slightlylower for Group 1 banksslightly higher for Group 2 bankadsignificantly
higher for GSlls.

Concerninghe individual approacheso measuring market risk, the distribution of the impast
represented by the interquartile range, is mudiroaderfor the standardised approach (SA) than
for the internal model approach (IMA)Forthe SA the impacs range from -80%to strongly
positiveimpactsof 180% (without taking into accounbutliers). Most of the highly positive impact
of the FRTB Sare attributable tothe treatmentof equity investments in funds (CIUSs).

Figure6 shows theproportion of market risk capital requirements attributable to the approaches
under the current and revisedrameworks. For Group 1 bankghe IMA isthe main contributor
under the currentframework at 55% while the SAaccounts forthe remaining $%. Under the
revised framework the proportion of minimum capital requirements calculatedsing IMA
decreasedo 22% while the SA increases {t8%. In contrast,for Group 2 banksmost of the
minimum capital requirementsinder the current framework areomputedusingthe SAat 60%,
39% usingthe IMA and the remaider usingother market risk approaches. Under the revised
framework the SAaccouns for 94% of thetotal minimum capital requirement. Thishowsthat
banks intend tomove to more conservative market risk approaches undee final Basel Il
framework

Figure6: Contribution to the total market risk RWAs by each calculation method before and after
implementingthe FRTBIn %
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Source: EBA QIS data (December 2023)
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2.7 Operationalrisk

For operational risk, the final Basel Ill framework replaces all existing approaches with the new
Sandardised MeasurementApproach (SMA)In particular, the SMA replaces the modeised
AdvancedMeasurementApproach (AMA). Under the new operational risk framework, banks can
only usethe SMA. Small banlanly have to calculate the MRC based on the business indicator
component (BIC), while large banks also have to calculate tHoalkml loss component (LOhe

results in this section are based on the discretion available under Basel lll, as chosen by the EU co
legislators, namelyto set ILM equal to 1.

The revisions to the framework result in an aggregate increase in MRC for operationabfisk
28.4%, with 32.0% for Group 1 banks and5% for Group 2 bankérable8). The sample covers
almost the entire population of large Group 1 AMA banks, which are expected to face larger capital
increases compared to Group 2 banks, which use either AMA on simpler operational risk exposures
or simple standardised approachd@%e results also show that the revisions affect banks migrating
from the AMA more on average than banksrently using other approaches (33.7% vs323.
Compared to | ast year ' s appearsobdsignificantly highen(824a on A
vs. 22.7%in Dec22), which could be attributed tanincrease in theetinterest margin(NIM). That

is particularly impactful for AMA bankas for indicatoibasedbanks the current and the revised
capital requiremensgincrease while for AMA banksith overall stable lossethe current capital is

stable and even decreas@hile the indicatofbased capitatequirement increasg In contrastto

AMA banksthe non-AMA bankshowa lower increasein the OpRisk capital requirement23.3%

vs 260%in Dec22).

There are several reasons for the higher impact of operational risk on Group 1 banks than on
Group 2banks.First,15 out of 21 banks that currently use AMA modetgpresenting more than

90% of the AMA OpRisk MRC, belon&Gtoup 1 bankand thus, on average, these barde able

to reduce significantly their capital requirements compared to the current standardised
approaches. Second, Group 1 barikslarge Group 2 bankare usuallybanks with more complex

and feebased business models, whtlee rest of Group 2 banks tend to offer more universal and
diversified banking services that are not signifttadependent on fees. For the fdemsed business
models, the new indicator has been set at a more conservative level to reflect the higher
operational risks generally observed in these business modéilisd, the marginal coefficient
increases from 0.12b(cket 1) to 0.18 (bucket 3) and leads da increasing average marginal
coefficient with an increasing business indicator, so thatdmstruction large banks are generally
more affected.A final significant reason is observed for banks active in diftegeographical
locations with significant differences of its NIM, which is especially observed for large international
active banks. These banks could significantly reduce its capital requirements by using both, the
Standardised Approach (TSA) togethéthvthe Alternative Standardised Approach (ABAR the

final framework, the NIM will be calculated on group level and thus such reductions are not possible
anymore butis driving for these banks the impact. Nevertheless, article 316(3) CRR3 allows under
certain conditions to calculate the ILDC on entity and not on group level, and therefore, these
impact numbers might be overestimated in case these banks can continue to catbaa&iéV on

entity level.

34With this approach entities of a group with a high NIM could cap the NIM at 3.5% by using ASA while entities of a group
with low NIM are not forced to use the normalised NIM of 3.5%.
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Table8: Changes in T1 MRC assigned to operational risk only; in % of T1 MRC assigned to
operational risk under CRR2/CRD5

Bank group AMA Others Total
All banks 33.7 23.3 28.4
Group 1 35.3 28.0 32.0

GSlls 33.9 45.7 37.2
Group2 10.1 10.6 10.5

Source: EBA QIS ddi2ecember 2023)

Figure7 shows that the distribution ofcapital requirements foroperational risk for Group 2 AMA
banks is significantly wider than the corresponding distribution for Group 1 AMA banks, while
the simple mean and median arwer than for Group 1 AMA banksThis is becaus&roup 1

b a n lbissiness models offer universal services and therefore have relatively homogenous
operational risk characteristics, W Group 2 bank€omprisea variety of business models that
offer specialisedr more diverse types of services. Some Group 2 banks are particpadialsed
anddo not offerservices that would bsubjectto credit or market riskOperational risks therefore

the most important risk category for them.

Figure7: Distribution of changes in T1 MRC assigned to operational risk only; in % of current
operational risk MRC
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2.8 Output floor

This section assesses the impact of fdifierent transitional arrangementfor the transitional
period from 2025 to 2038

1 The calibration of the output floorsimilar to the output floor results shown in the main
report under the transitional implementatigrthe calibration of the output floor will be
phased in starting from 50% of the total floored RWA in the first year of the transitional
period and progressively increasing every year to reach the 72.5% sittdylevel at
the end of the transitional péod.*®

1 Additional output floor transitional arrangements that go beyond 203he yearwhen
the 72.5% calibration of the output flods supposed tde applied. These additional
transitional arrangements are particultor the EUspecific scenario and lower the non
modellable RWAs which are to be compared with the modellable RWAs to calculate the
output floor impact. The inclusion of the following transitional arrangements will
therefore lower the impact arising from the taut floor on a transitional basis:

CRR3 transitional arrangements for unrated corporates

CRRa3 transitional arrangements for Residential Real Estate exposures
CRRa3 transitional arrangements for the SAGliRration;

CRR3 transitional arrangements on securitisations

> > >

Table9 shows that the graduaklevationin the output floor will affect the MRC throughout the
phasein period. According to the provisions of the Basel Il reform package, there willfive-a
year transitional period for the implementation of the output floa@uringwhich the level of the
floor, i.e. the percentage of nemodelled RWA, will gradually increagem 50% in 202 to the
fully phasedin level of 72.5% in 3.

The analysis does not take into account tiestitutional discretionof paragraph 2 of Article 465

of the CRR30 apply a125% capon the A Y ONBYSy (il f Ay ONB dusigythey I o
transitional periodof the implementation of the output floor Article 465(2) of the CRR3 provides

that institutions may, until 31 December 2029, apply a 123%0on the increase of the RWA due

to the implementation of the transitional output floor factor, resulting in the reductiothefyear

on-year increase in the output floor impact shownTable9.3’ The application of this cap (not

shown inTable9) could reduce the impact ithe first fiveyears of the transitioal period, leaving

though the full implementation impadh 2033unchanged.

Thelargestincrease in thempact of theoutput floor is observedn 203Q where the percentage
of the output floor increases from 70% (2029) to 5% (2030and the impact increases bground
60 basis points (i.e. from 0.8% to 1.4%he largest impastfor Group 1 and 2 bankse observed
in 2030 and 2029, respectivelwith an increase in impactf around60 and 40 basis poinis.e.
from 0.8% to 1.4% and from 0.9% to 1.3F@r GSlls, he largestimpactof the introduction of the
output floor is observed in ZD, where the impacis around 70 basis pointgi.e. from 0.5% to

35 Transitional period aspecified in Article 465 of the CRR3 Proposal

36 Note that the transitional period shown in thigportis 2025 to 2030 following Article 465 of the CRR3 propAsalex
I shows the transitional period as defined in thaselineBasel Ill framework (2023 to 2028).

3" For example, if applying the output floor to total RWAs results in an impact of EUR 10 billion in 2026 (output floor rate
=55%) and EUR 15 bhillion in 2027 (output floor rate = 60%), exercising the discretion implies that the impact in 2027 may
be cappedat EUR 12.5 billion (i.e. EUR 10 billion + EUR 10 billion x 25%).
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1.2%)whichcorrespondto anincrea® of 28 basis points foeverypercentage poinby whichthe
output flooris increasedetween 70% and 72.5%

Table9: Cumulative output floor impact during the implementation phaslerthe final Basel Il
frameworkunder the Ekbpecific scenario (including all buffers and P2R capital requireraents
frozen);in % of total CRR2/CRD5 T1 MRC

2025° 2026 2027 2028 2029 2038 203?
Bank group (50%)  (55%)  (60%)  (65%)  (70%) trgi{go/& Uﬁ;ﬁ %)
All banks 0.0 0.1 0.1 0.3 0.8 1.4 5.7
Group 1 0.0 0.0 0.0 0.2 0.8 1.4 6.4
GSlls 0.0 0.0 0.0 0.0 0.5 1.2 8.6
Group?2 0.2 0.4 0.6 0.9 1.3 1.5 2.0

Source: EBA QIS data (December 2023)

In 2030, when the output floor reaches its steagyate of 72.5%, the contribution of the output
floor to the EU average Tier 1 MRC is 1.4%bthat year, theimpact of theoutput floor in the
context of the Ekbpecific implementationis still transitional as the additional transitional
arrangementsmentioned abovestill apdy. Table 10 shows the temporary mitigation effects
between 2030 and 2033, with the latter marking the year offilly loadedimplementation of the
final Basel Il framework under the Epecific scenario. Overall, the temporary reduction in the
contribution of the output floor to the EU average Tier 1 MRC3ppi(i.e. 14% in 2030 compared
to 5.7% in 2033). This temporary impact ismpronounced for Group 1 banks, with a mitigating
effect of 5.0pp, and especially for-Glls with App. This is to be expected Esge banksiselRB
modelsto a greater extenandaretherefore more likely to baffectedby the output floor.

Tablel0: Comparison of the cumulative output floor, leverage ratio and total TL MRC impact
between year 2033 (fulloaded implementation) and year 2030 (last year of the implementation
phase)including all buffers and P2R capital requirements; in % of total CRR2/CRD5 T1 MRC

Bank group Implement. year Output floor Total Riskbased Revised LR Total
2033 5.7 8.8 -1.0 7.8

All banks 2030 14 4.5 -1.0 35
A 4.3 4.3 0.0 4.3

2033 6.4 9.7 -1.2 8.6

Group 1 2030 14 4.7 -1.2 3.5
A 5.0 5.0 0.0 5.0

2033 8.6 14.8 -2.6 12.2

GSlls 2030 12 7.4 2.6 4.9
A 7.4 7.4 0.0 7.4

2033 2.0 4.0 -0.3 3.6

Group 2 2030 1.5 3.5 -0.1 3.3
A 0.5 0.5 -0.2 0.3

Source: EBA QIS data (December 2023)

Due to the interaction with the leverage ratio, the reduction of the contribution of the output floor
to the EU average MRC during the phaseeriod does not lead to a ore-one reduction in the
overall EU average MRC. During the phaggeriod, the rsk-based T1 MRC declines and therefore,

38 This results from thealculationof 70 basis points/2.5% 28 basis points.

39The cumulative output floor impadh 2025 does not take into account the postponement in the use of the FRTB
methods for capital purposes by 1 year announced on 18 June 2024 by the European Commission.

35



BASEL IIl MONITORING EXERCISE REPORT Eu ropean

e b a Banking
Authority

the leverage ratio appears more bimgj. As shown iffablel0, for Group 2 bankghe temporary
reduction in the contribution of the output floor to the EU average MRC between year 2030 and
year 2033, as a result of the Bpecific CRR3 proposals on transitional arrangemersspp), in

fact results only in @.3pp reduction in the overall EU average MRC.
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2.9 Interaction between output floor and leverage ratio
requirements

The analysis inthis report applies theleverageratio (LR)requirementsunder the Basel llrules,
which provide that theyserveas a backstop to the riskasedcapital requirements anctherefore
apply after the riskbased requirements, including the output flookJnderthis methodology, the
output floor creates an additional capital requirement under the Basel Il framethatlsmooths
out the impact of the LR addn on the riskbased requirements.

This chapter aims to calculate the staradone impact of the output floor orthe MRC by assuming
that all other requirements, including the LR, are applied before the output flodhe order of
application of the various requirements does not change the final impatheMRC, but idoes
allow the impact of the lasippliedrequirementto be isolated In the case of the output floor, this
recognges that some of the increase in MR@ttributed to the output floor in the cumulative
analysigTabled) is in fact already required by the IbRu t absosbed by the output floor in the
final Basel Il regimbecause it is applied before the L'Rherefore, this approach underestimates
the standalone impact of the LR (fact, it shows alecrease in MRC) and overestimates the stand
alone impact of the output floor

To illustratethis, three scenarios are calculated:

1 Baseline scenaricapplication ofthe LRrequirement after apptation ofthe output floor
as part of the rislbased requirements (final Basel lll regime);

I Scenario lapplication of theLRrequirement alone, i.e. without apjgation ofthe output
floor;

1 Scenario 2:application of the output floor requirement after appation of the LR
requirement, i.e. reversed order of application.

Scenario 1 assumehbat the output floor is 0%and scenario 2 is calculated as the difference
between the baseline scenarishi(ownin the cumulativeanalysi$, in whichthe output floor is set
at 72.5%, andcenario 1.

Table 11 shows thatin the baseline scenario of the Basel Il framewounkder the EUspecific
scenarig 110 banks in the sample are constrained by the ribased requirements, beforehe
application ofthe output floor, 33 bank by theapplication of theoutput floor and 9 banks by the
application of the LRrequirement. The implementation otfhe risk-based requirements without
the output floortogether withthe LRrequirements results in 39 banks being constrained by the
risk-based requirements anti3 banksbeing constrainedhy the LRrequirement

The impacts of the LR and the output floor (in EUR billion) amount to (a) EI2R billion and
EUR 66.8 billion respectively in the baseline scenario, (b) EIOR billion and zero respectively
in scenario 1 and (c¢) EURO0.0 billion and EUR 68.hillion respectively in scenario Zrablel2).
The negative impact on the LR implies a reduction in the LRoadddm the current CRR2/CRD5
regime, as the addn is reduced by EUR 1 billion (i.e. from EUR4.2 billion to EURR2.1 billion)
due to the increase of RWA. This corresponds to a LR impati0et (Table 1) compared to the
current Tier 1 MRCG12.1/1,174.5).

In scenario 1, the LR adoh is EUR10.0 billion, which implies a total LR impact on the MRC-of
0.9%. In scenario 2, the output floor is applied as the last requirement in the sequence (no output
floor is applied in scenario 1). In this case, the LR -atddue to the output floor is %%, which is
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relatively similar to the LR ad@n of 5.7% in the baseline scenarid@his implies that the isolated
impact of the output floor as a new element of the regulatory framework alone contributes to an
increase in MRC of EUR ®4illion (i.e. an increase of ®6). It should be emphasised that the
analysis refers to the final Basel 11l framework under thesg&tific scenario including all buffers
and P2R. As a result, the inclusion of these additional requirements leads to a more binding risk
based requiremenby construction, which in turn reduces the overall impact of the LR framework.

Tablell: Number of banks constrained by the ris&sed capital requirement with and without
the implementation of the output floounderthe implementation of the final Basel 11l framework
under the Elspecific scenario (including all buffers and P2R capital requireradrigen)

Scenarios Number of banks Number of banks Number of banks
constrained by the risk  constrained by the  constrained by the
based requirements output floor leverage ratio

Riskbased capital

requirement with the output 110 33 9
floor (baseline scenario)

Riskbased capital

requirements without the 139 - 13
output floor (scenario 1)

Source: EBA QIS data (December 2023)

Tablel2: Impact and implied cumulative impact on T1 MRC of the implementation ebasé&d
capital requirements, with and without implementation of the output flaorderthe
implementation of the final Basel Il framewarkder the Elspecific scenario (including all
buffers and P2R capital requiremenrtfrozen)

Scenarios Riskbased Output floor add LR addon in Output floor Total
(without output  on (before LR) on LRT1 EUR bn (after LR T1 implied
floor) T1 MRC in risk-based T1 MR( MRC in (im Iied. MRC in EUR bt imp act
EUR bn. (impliecin EUR bn. (implier EWR bn. . P (implied impact b

. . . . impact in %) . (%)
impact in %) impact in %) in %)

Baseline: 1,196.8 66.8 922.3 -12.1 NA

with output

floor (before 3.1% 5.7% -1.0% NA 7.8%

LR)

Scenario 1: 1,196.8 NA 922.3 -10.0 NA

without 0 0 0

output floor 3.1% NA -0.9% NA 2.3%

Scenario 2: 1,196.8 NA 9223  -10.0 64.6

with output

‘;_";Sr (after 3.1% NA 0.9% 5.5% 7.8%

Source: EBA QIS data (December 2023)
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3. Tr andgirtoims gfEdJcsa d n a&r
t O Babsaeslexlelnlar i o

This section includes a comparisbatween the results presenteth Section 2 and the results
presented inthe Annexl of this report It therefore showshe comparison between thestimated
impact of the Basel Ill reform package consideringsfétific adjustmentand the effect of Pillar
2 requirements ad all EU bufferdn the calculation of the T1 MR&S defined in section 1,2nd
the impact without considering such effectBo facilitate the comparison, results under the-EU
specific scenario are presentedite once consideringpillar 2 requirements ahall EU buffersn
the calculation of the T1 MREhdonceconsidering Pillar 1 requirements and CCB and3siffer
only.

3.1 Comparison of the cumulative impact analysis of the final
Basel Ill reform under the Edpecific scenarigs. the Basel Il
baselinescenario

The comparison between theesults under the Eidpecific scenario and thBasel lllbaseline
scenariois made in two steps. As a first stetiie EUspecific results considering all EU buffers and
requirements are compared with the Edpecific results considering only Pillar 1 requiremeGSB
and GSik buffer As a second step, Epecific results considering only Pillar 1 requireme@tSB
and GSit buffer are compared with the Basel Il basefinenario Tablel3 shows the comparison
of T1 MRC percentage chanpetween the three scenarios.

Riskbased T1 MRC changesnder the EUspecific scenariocalculated using all buffers and
requirements (seerowswi t h h &lasgecifict dP2R and diuffers) in Table13) show, in
general, a very small difference in comparison with thek-basedT1 MRC changasider the EUY
specific scenarithat are calculated using the Slls surcharge, CCB and Pillar 1 requirements only
(seerowswi t h h EUsgetifit P1R, CCB and GSlis buffers”dnlifable13). The rationale
behind this small difference is methodological. To calculate thebiasled T1 MRC changes, the
delta between the revised T1 MRC rlsksed and the current T1 MRC ¢lsksed is calculated
applying the same set of buffers to both sides bé tequation. The relative increase is then
calculated as the ratio between this delta and the maximum of the current T1 MRGassk and
the current T1 MRC leverage ratbased. For this reason, the differences arise from the different
interaction with he leverageratio, as the latter becomes less binding after the introduction of all
buffers and P2R requirements in the calculation of the-lisked T1 MRCs

However, a more negative leverage ratioimpact results ina significantlylower total T1 MRC
changein the EUspecific scenariasingonly the G-SlIs surcharge, CCB and Pillar 1 requirements
(1.7% versus 78% whenall buffers and requirements are considergdin other words, the
leverage ratio offsetting effect B.8ppmore significantwhen only the G-Slls surcharge, CCB and
Pillar 1 requirementsare consideredThe difference in the offsetting effect of the leverage ratio is
particularly significant for GSlIs. Indeed, the leverage ratio impact-8lis3ds2.6% in the scenario
considering all buffers and requirements afk® 5% in the scenaricconsideringonly the GSlis
surcharge, CCB and Pillar 1 requiremeritds result isdue to the fact that all 7 GSlls are
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constrained by théeverage ratio in the current framewornd are lessor not at allconstraint by
the leverage ratio under the revised framework.

The stricimpact of the Elddjustmens(i.e. not driven by the application of a different setapital
requirements) can be understood by compariti;e EUspecific results considerinthe G-Slis

surcharge, CCB amtlllar 1 requirement®nly(s e e r ow wiBUbpecliie(RB1Ri QCB and

GSilis buffers only) Tiallel3) with the Basel 1l baselineresuis e e r ows wi t h” headin
in Tablel3).

Table 13 shows that the implementation of the final Basel Il standards under the-g§lécific
a0SYIFNR2 A& SELISOGSR (2 Ay QHP less.She driaPafI&iehy o6 | y |
reduction are credit risk3(9p), CVA 1.6pp) and output floor (1.0pp). More importantly, the

reductions in total MRCs are partially offset by an increase ingherageratio impact (20pp),

which is due to the interaction between the riblased MRCs and tHeverageratio MRCs. Lower

risk-based MRCs imply that theverageratio becomes more binding for a subset of institutions.

Group 2 banks benefit more than other categories of barfksm the introduction of the EU
specific adjustments®.0pp). The main driver of the higher reduction in MRC is credit risgp(H.

due to the effect of the introduction of the EU adjustments in the Standardised Approach reform
(4.5pp). Such effect is not fully compensated by the lower reduction in MRCrsloo & VA (@Bpp)

and the output floor (0.6p). G-SllIs also show a more beneficial effdftom the introduction of

the EUspecific adjustmens than the average European ban{.8pp). The main driver of the
higher reduction in MRC is credit risk 1{@p) due to the effect of the introduction of the EU
adjustments in the IRB ApproachZBp). Theinteraction with the output flooralso has a more
important effect in the GSlls category1.9p). These effects are partially offset by the more
important increase in théeverageratio impact (28 pp) in comparison with other bank categories.
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Tablel3: Comparison of the change in total T1 MiB&ween the Ekbspecific scenario (with and
without EUbuffers and P2R capital requirements) and BasehlPo of the overall current TL MRC

Bank Scenario Creditrisk  Market CV# Op Output Other Total RevisecTotal
group risk Risk floor Pillar1 risk- LR
based
m ;o
< [S]
w £ 3 8

EUspecific (P2R an
all buffers)
EUspecific (P1R,
All CCB and GSllIs 11-140000 11 03 26 56 -0.7 8.6 -69 1.7
banksbuffers only)

1.2-150000 11 03 28 57 -0.8 8.8 -1.0 7.8

A(P1IR-P2R) 02010000 00 00-02 -01 0.1 -0.2 58 -6.1
Basel Ill 27080000 11 19 26 6.6 -0.7 15.0 -89 6.1
A(BII-P1R) 17220000 00 16 00 10 0.0 6.5 20 44

EUspecific (P2R an
all buffers)
EUspecific (P1R,
GroupCCB and GSlis 1.0-150000 13 04 29 6.2 -0.7 9.4 7.7 1.6
1 buffers only)

1.2-1.70000 13 04 31 64 -0.9 9.7 -1.2 8.6

A(P1R-P2R) -0.20.2 0000 00 0.0-03 -0.2 0.1 -0.4 -6.6 -6.9
Basel Il 21080000 13 21 29 73 -0.7 15.7 99 5.8
A (BllI-P1R) 12 230000 00 18 00 1.1 0.0 6.3 22 4.2

EUspecific (P2R an
all buffers)
EUspecific (P1R,

G-SlIsCCB and GSlls 1.1-120000 23 04 33 7.7 -05 130 -125 05
buffers only)

14-140000 27 05 38 86 -0.5 14.8 2.6 12.2

A(P1R-P2R) -0.303 0000 -04 -01-05 -09 0.1 -1.8 -10.0 -11.7
Basel Il 21210000 23 20 33 96 -0.5 207 -153 5.3
A (Bll-P1R) 09320000 00 16 00 19 0.0 7.6 2.8 4.8

EUspecific (P2R an
all buffers)
EUspecific (P1R,
GroupCCB and GSllIs 15-060000 03 01 08 20 -0.1 4.1 -1.8 2.3
2 buffers only)

15-050000 03 01 08 20 -0.1 4.0 -0.3 3.6

A(P1R-P2R) 01000000 00 0000 00 0.0 0.1 1.5 -14
Basel Il 6.1 070000 03 08 08 27 -0.1 11.3 -3.0 8.3
A (Bll-P1R) 45130000 00 08 0.0 0.6 0.0 7.2 -1.2 6.0

Source: EBA QIS data (December 2023)

Table14 shows the decomposition dhe EUspecific adjustment$or the averageEU bankThe

main drivers for the reduction of the T1 MRC impact under the Egpecific scenari@re the SME
supporting factor and the CVA exemption$he introduction of the SMEupporting factorthat
reduce the contribution of the credit risk reform (both SA and IRB) to the total T1 MRC change by
2.0pp. The implementation of the CVA exemptions would reduce the contribution of CVA risk to
the total MRC change by@hp compared to thebaselineBasel Il implementation scenari@ther
features contribute less to the reduction of the total MRC impddte postponement of the
minimum haircut floors, thenore favorable treatment of equity exposurdbe introduction of a
reduced CCF for trade finance contingent iteand the infrastructure supporting factoeduce the
contribution of the credit risk reform to the total impact by arourd5pp, -0.5pp -0.4pp and -
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0.3pprespectively). The introduction of the CRR8visionallowing the revaluation of the value of
the property pledged as a collateral up to the average value for the last six years, has a limited
negativeimpact to the contribution of the SA reform to the total T1 MRC char®@@5pp).

Tablel4: Decomposition of the delta change in total T1 MigBveen the EUspecific scenar®
with P1R, CCB and GSlls buffers onlyusnagrthe implementation of the final Basel IlI
frameworkunder the Elkpecific scenaridn % of the overall current T1L MRC

Bank Scenario Credit risk Market CVA Op Output Other Total Revise(Total
group risk Risk floor Pillar1  risk- LR
based
n ¢ Q
5 & 9
EUspecific (P1R,
CCBandGslls 1.1 -1.4/ NA NA NA 0.3 NA NA NA NA NA NA
buffers only)
k of which: -1.7 -2.2 NA NA NA NA NA NA NA NA NA NA
SME SF -0.8 -1.2 NA NA NA NA NA NA NA NA NA NA
All INF SF -0.1 -0.2 NA NA NA NA NA NA NA NA NA NA
banks Eauity -0.5-0.02 NA NA NA NA NA NA NA NA NA NA
CCFs -0.1 -0.3/NA NA NA NA NA NA NA NA NA NA
REE -0.05E NA ' NA NA NA NA NA NA NA NA NA NA
SFTs -0.1 -0.4/NA NA NA NA NA NA NA NA NA NA
CVA exemptions | NA NA NA NA NA -1.6 NA NA NA NA NA NA
Basel Ill 2.7 0.8 NA NA NA 1.9 NA NA NA NA NA NA

Source: EBA QIS data (December 2023)

3.2 Comparison of capital shortfalls under the-Epécific
scenario vsthe Basel Ilbaselinescenario

The capital shortfall amounts under the Etpecific scenario ariseainly from the introduction

of all EU buffers and capital requirementResults under the Basel Ill baseline implementation and
under the Elbpecific scenario consideritige GSlls surchargeCCB anRillar 1 requirementsnly,
show a very limited leverage ratiocapital shortfall(0.1 bn EUR Tablel15). The shortfall under
these scenarios arises from one institution that reporseléverage ratishortfall underthe current
implementationframework*°

The introduction of theadditional EU buffers and Pillar 2 capital requirements increases the total

capital shortfall by 50 bn EURThisincrease is in line with @ectations aghe consideration of

additional capital requirements results &higher minimum required capitalwhikan ks’ avai | a
capital remains the same.

40The relevantNational Competent Authority has confirmed that the shortfall was covered during 2024 and that no
shortfall shall be reported as of 302024.

42



BASEL IIl MONITORING EXERCISE REPORT Eu ropean

e b a Banking
Authority

Tablel5: Comparison of thehortfalls of current available capitaétween the Ekspecific
scenario (with and without EU buffers and P2R capital requirements) and BeSERIbillion

Bank group Scenario CET1 Riskbased T1 Add.LR T1 Total capital
EUspecific (P2R and all buffers) 0.3 0.8 0.1 5.1
EUspecific (P1R, CCB and GSlI 00 01 01 01

All banks buffers only)
A(P1R-P2R) -0.3 -0.7 0.0 -5.0
Basel Il 0.0 0.1 0.1 0.1
A (Bll-P1R) 0.0 0.0 0.0 0.0
EUspecific (P2R and all buffers) 0.3 0.4 0.0 4.2
EUspecific (P1R, CCB and GSlI 00 0.0 00 00

Group 1 buffers only)
A(P1R-P2R) -0.3 -0.4 0.0 -4.2
Basel IlI 0.0 0.0 0.0 0.0
A (Bll-P1R) 0.0 0.0 0.0 0.0
EUspecific (P2R and all buffers) 0.3 0.4 0.0 3.2
EUspecific (P1R, CCB and GSlI

GSllIs buffers only) 0.0 0.0 0.0 0.0

A(P1R-P2R) 0.3 0.4 0.0 -3.2
Basel IlI 0.0 0.0 0.0 0.0
A (Bll-P1R) 0.0 0.0 0.0 0.0
EUspecific (P2Rind all buffers) 0.1 0.3 0.1 0.9
EUspecific (P1R, CCB and GSlI 00 01 01 01

Group 2 buffers only)
A(P1R-P2R) -0.1 -0.3 0.0 -0.8
Basel Il 0.0 0.1 0.1 0.1
A (Blll-P1R) 0.0 0.0 0.0 0.0

Source: EBA QIS data (December 2023)
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4. AnnleBca s ebla slefrels o bt s

4.1 Cumulative impact analysis of the final Basel Ill reform: point

in-time analysis (De23 only)

Figure8: Distribution of changes in total T1 MRC; in %
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Tablel6: Change in total T1 MRC, as a percentage of the overall current T1L MRC, due to the

GKS YSIy

6 W QU SoNB-THEBA QIf data (DEcBmbarR028)f S

implementation of the final Basel Il framewo2030); weighted averagesn %

Bank group Credit risk Market CVA Op Output Other Total Revised Total
risk Risk floor Pillar1 risk- LR
based
o ¢ o
5 =z § §
Allbanks 2.7 08 00 00 11 19 26 66 -07 150 -89 6.1
Groupl 21 08 00 00 13 21 29 73 -07 157 -99 58
GSlis 21 21 00 00 23 20 33 96 05 207 -153 53
OSlis 22 08 00 00 -02 21 24 55 -11 102 -44 58
Other 23 32 00 00 40 38 26 04 07 157 55 101
Group2 6.1 07 00 00 03 08 08 27 01 113 30 823
OSlis 70 11 00 00 02 11 09 22 01 123 -42 81
Other 47 01 00 00 06 04 07 35 01 97 -12 85
Universal 28 1.4 00 00 13 19 27 64 07 156 94 62
Retait 47 08 00 00 03 05 05 28 -03 70 -17 523
oriented
Corporate s - 49 00 00 02 34 25 104 -03 119 -64 55
oriented

Source: EBA QIS data (December 2023)
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4.2 Evolution of the cumulative impact analysis since the
establishment of the EBA mandatory exercise (RPEto Dee23)

Tablel7: Changes in T1 MRC due to the implementation of the final Basel Ill framework for a
constant sample of banks from YY-2Y(0 YYYY; weighted averages in %
Reference Credit Market CVA Op Output  Other Pillar  Total risk Revised Total

date risk risk Risk floor 1 based LR

31-Dec21 4.3 1.8 26 17 6.6 -0.6 16.4 2.7 137
31-Dec22 4.3 1.2 24 22 6.7 -0.4 16.3 3.7 127
31-Dec23 35 1.1 20 26 6.6 -0.7 15.0 -8.9 6.2

Source: EBA QIS data (December 2023)

4.3 Capitalratios and shortfalls

Tablel8: Comparison of riskased capital ratios and leverage ratios under different states of
implementation; weighted averages in %

Bank group CET1 Tier 1 Total capital LR
B — = B — = B — = To) =
r 2= © & %=z 3B =m S ©v £ 3
O S£Z= 8 O 8= g O S = R O @
8 Gy @ Jd Fg @ e @ 9§ @
[ cC @© = [ c ®© T nd c ®© T @ =
a4 g m c 14 gm c g c c
(O] = iL ] = iL O = iL 6 i
All banks 159 145 136 172 157 147 197 180 169 58 538
Group 1 157 143 133 170 156 145 197 180 16.7 56 5.6
GSlls 143 125 114 157 138 125 181 159 144 48 4.8
Group?2 16.6 151 148 178 16.2 158 200 182 178 6.5 6.5

Source: EBA QIS data (December 2023)
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Figure9: Distribution of capital ratios under CRR2/CRD5 versus fully phadetl Basel Il
framework 030
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Tablel9: Shortfall of current available capital undie full implementation ofthe finalBasel i
framework (2030); EUR billioft

Bank group CET1 Riskbased T1 Add. LR T1 Total capital
All banks 0.00 0.00 0.05 0.05
Group 1 0.00 0.00 0.00 0.00
GSlls 0.00 0.00 0.00 0.00
Group?2 0.00 0.00 0.05 0.05

Source: EBA QIS data (December 2023)

“IThe shortfall arises from one institution that reported a leverage ratio shortfall under the current implementation
framework. The relevaniational Competent Authority has confirmed that the shortfall was covered during 2024 and
that no shortfallshall bereported as of 302024.
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4.4 Interactions between risbased and leverage ratio capital
requirements

FigurelO: Mechanics of thealculation of the leverage ratio MRC impact, T1 MRC; EUR billion

2[max(Risk-based (i=1,n),
LR-based (i=1,n))]
1029.9
Z[max(Risk-based (i=1,n), L L ,
1200 [R-based (i=1,n))] ZiRsi=hased{=1;m)]
3[Risk-based (i=1,n)] 970.4 1000 R based (i=1,n)]
1000 —2w8  slIR-based (i=Ln] 922.3 oot LR add-on (i=1,n)]
922.0 : 292
I
800
600
400
200
0
CRR2/CRD5 Final Basel llI

Source: EBA QIS data (December 2023)
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Figurell: Changes in T1 MRC for credit risk (SA and IRB) exposures due to the implementation of

the final Basel Il framework (20); in %of credit risk MRC
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4.6 FRTB

In this section, there are no differences between BasbblElineand the Elkbkpecific scenario.
For the results, we therefare refer to the corresponding secfddin the main report.

4.7 Operationalrisk

In this section, there are no differences between BasbbBElineand the Elspecific scenario.
For the results, we therefore refer to the corresponding secfiohin the main report.

4.8 Output floor

Table20: Cumulative output floor impact during the implementation phase; in % of total
CRR2/CRD5 T1 MRC

Bank group 2025 2026 2027 2028 209 2030
(50%) (55%) (60%) (65%) (70%) (72.5%)
All banks 0.0 0.1 0.6 2.1 4.9 6.6
Group 1 0.0 0.0 0.6 2.2 5.4 7.3
GSlis 0.0 0.0 0.8 3.1 7.2 9.6
Group2 0.2 0.4 0.7 1.2 2.1 2.7

Source: EBA QIS data (December 2023)
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4.9 Interaction between output floor and leverage ratio
requirements

Table21: Number of banks constrained by the ris&sed capital requirementwith and without
the implementation of the output floor

Scenarios Number of banks Number of banks Number of banks
constrained by the risk  constrained by the  constrained by the
based requirements output floor leverage ratio

Riskbased capital

requirement with the output 87 21 44
floor (baseline scenario)

Riskbased capital

requirements without the 99 - 53
output floor (scenario 1)

Source: EBA QIS data (December 2023)

Table22: Impact and implied cumulative impact on T1 MRC of the implementation ebas&d
capital requirements, with and without implementation of the output floor

Scenarios Riskbased Output floor add LR addon in Output floor Total
(without output  on (before LR)on LR T1 EUR bn (after LB T1 imolied
floor) T1 MRC in risk-based T1 MR( MRC in (im Iied. MRC in EUR bi imp act
EUR bn. (impliecin EUR bn. (implier EWR bn. . Pl (implied impact b

. . . . impact in %) . (%)
impact in %) impact in %) in %)

Baseline: 936.4 64.2 922.3 -86.4 NA

with output

floor (before 8.4% 6.6% -8.9% NA 6.1%

LR)

Scenario 1: 936.4 NA 922.3 -50.4 NA

without 0 0 0

output floor 8.4% NA -5.2% NA 3.2%

Scenario 2: 936.4 NA 922.3 -50.4 28.3

with output

‘E‘;Sr (after 8.4% NA 5.2% 2.9% 6.1%

Source: EBA QIS data (December 2023)
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5.1 Leverage ratio impact
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where:

Final Basel Il total Hfased T1 MRC = Final Basel Ill total leverage ratio exposure x (3% + 0.5 x G
Slls surcharge); and,

CRR2/CRDfotal LRbased T1 MRC = CRR 2/CRD 5 total leverage ratio expd8&terQ.5 x Slls
surcharge)

n is the number of banks in the sample.

The analysis adopts the BCBS methodology for estimating the leverageimgiamt.*? This
methodology quantifies the impact of the leverage ratio as the change in the L-Bradoetween

the proposed and current regul atory framewor ks,
power in determining the total T1 MRC.

The |l everage rati o i mppuntexamped oFurdiz)iftmedpgl®kReaddve ( s e
on of the full implementation of the final Basel Il framework (equal to 0 in examplé&igofel2)

were lower than the T1 LR adlch of the full implementation of the CRR2/CRD?5 (positive in example

1 of Figurel2). This particular case indicates that the leverage ratio is less constraining under the

final Basel 11l framework than under the CRR2/&Ranework.

The | everage rati o i mpda.ioéxample 8dFigureh2pifthedlsLRaddv e ( s e
on of the full implementation of the final Basel Il framework (positive in exampleF3gofel2)

were higher than the T1 LR adad of the full implementation of the CRR2/CRD5 (0 in example 3 of
Figurel?2). This can be interpreted as the leverage ratio becoming more constraining under the final

Basel 11l framework than under the CRR2/CRD5 framework.

The leverage ratio impact would be 0 in cases where either the T1 L&éhaafdhe CRR2/CRD5 and
the T1 LR addn of the final Basel Ill framework are both 0 (exampie Bigurel2), or the T1 LR
add-on remained the same under the CRR2/CRD5 and the final Basel Il framework (example 2
Figurel2, whetar= AAARR t h @sn= OA Bdth cases illustrate that the LR is equally
constraining under the CRR2/CRD5 and the final Basel Il frameWwguse12 illustrates all four
cases of the relationship between the T1-hd&ed MRC and T1 riblased MRC, under the
CRR2/CRD 5 and final Basel Il framework.

425ee BCBS (2017), Basel lll monitoring report December 2017: Results of the cumulative quantitative impact study.
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Figurel2: Integration of changes in ridkased and leveragetio-based MRC

Example 1 Example 2
Total
O
@
=
CRR/CRD IV  final Basel Il framework CRR/CRD IV final Basel lll framework
B Leverage Ratio (LR) [ Riskbased (RB) [ Leverage Ratio (LR) [T Risk based (RB)
Example 3 Example 4
Q
o
=

CRR/CRD IV final Basel Ill framework CRR/CRD IV final Basel lll framework

B Leverage Ratio (LR) [ Riskbased (RB) [ Leverage Ratio (LR) [ Risk based (RB)

SourceBased on the BIS Basel 1ll monitoring report as of December 2017
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