
   

 

In the new geopolitical context, Europe faces significantly greater investment needs and must build 
the capacity to independently deliver on those financing requirements. Europe needs to invest around 
EUR 1trn annually in innovation and digital as well as energy transformations and defence. Given 
limited public resources, all sources of private capital and liquidity must be mobilised. This especially 
requires a fresh review of the prudential and due-diligence aspects of the EU’s Securitisation 
framework to better reflect the high-quality of securitised assets.

Securitisation has a critical role to play in that domain as the key bridge between banks and capital 
markets, freeing up banks’ balance sheets while creating opportunities for investments. Every €10 
bn of Risk Weighted Assets (RWA) that a bank can securitise, instead of keeping on its balance 
sheet, represents additional lending potential of €15-20bn, when the underlying portfolio risk 
weight is 50%-70%.

Reviving and scaling up the underdeveloped EU securitisation market will enhance our overall 
resilience. In the first quarter of 2025, the EU market accounted for only 11% of its US equivalent in 
terms of outstanding securitisations1 and stands at a third of its 2008 issuance volume. Unlocking 
this market will increase the financing capacity of the EU economy. If calibrated correctly, the reform 
would enable viable securitisations of a broader range of assets (for corporates and SMEs…) and have 
a positive impact on the volume of securitisation transactions issued by banks in order to increase the 
velocity of capital to allowing more lending. 

Rapid revival of the EU securitisation market is all the more important in a Savings and Investments 
Union (SIU) perspective as the other key planks of SIU will take many years to be effective, with the 
build-up of pension funds only starting to show results after ten years, while other envisaged reforms 
(from integration and supervision of markets to financial literacy) do not offer the prospect of a near-
term boost in investments.

The EFR therefore welcomes the recent European Commission proposals on securitisation to review 
the capital treatment for banks issuing securitisations (CRD/CRR) and to improve the due diligence and 
transparency requirements (Securitisation Regulation), as well as amend the capital requirement for 
insurers’ investments in securitisations (Solvency II). The EFR supports the European Commission’s 
clear rationale, i.e. improving the prudential calibration by decreasing the current capital charges to 
a relatively more appropriate level and introducing risk-sensitivity and lighter operational burden. The 
EFR also supports the European Commission’s commitment to improve the Liquidity Coverage Ratio 
(LCR) so as to make securitisation transactions eligible for inclusion in banks' liquidity buffers, under 
certain conditions. 

However, the EFR considers that, while the new EC proposals for capital requirements, due diligence 
and transparency are steps in the right direction, further improvements will be necessary during the 
legislative process to enable the EU securitisation market to develop its full and true potential. 
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Specifically, further changes are needed regarding the scope of public securitisations in the bank 
prudential capital provisions and better risk sensitivity is necessary to deliver meaningful change. 
In the first place, the scope of public securitisations should not be unduly expanded, at the expense 
of putting at risk the market of private securitisations. Also, the reporting obligations of private 
securitisations should be proportionate to their confidential nature.  Also, the proposal rightly 
promotes banks’ demand for senior tranches, but it is important to ensure that it does not lead to 
higher requirements than the current situation. The treatment should be more consistent across types 
of securitisations, bank position and choice of risk-weighting approach. Currently, the EC proposal 
promotes only certain securitisations. However, growth across the entire market and for all operators 
will be needed to fund the vast needs of the economy. Consistency with the current CRR III, which is 
already reducing capital requirements for securitisations, is also recommended. A specific treatment 
to facilitate the development of a market making activity by banks on securitisation notes would also 
be welcome, as sufficient liquidity in this asset class will be critical for investors.

Similarly, creating the right incentives for the buy-side, including the insurance industry, to invest 
in securitisation tranches is a key success factor for the revival of the market and meeting EU’s 
ambitions.

Finally, the EC proposal, in its well-intentioned attempt to balance risk sensitivity and resilience, has 
added to complexity. Besides, the extension of the scope, sanctions to investors is not a good signal. 
Such sanctions would risk deterring investors from European securitisations. Overall, we reaffirm our 
support to the securisations framework review but emphasise the need to make certain amendments 
in order to ensure its successful outcome.
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The European Financial Services Round Table (EFR) was formed in 2001. The Members of EFR 
are Chairs and Chief Executive Officers of international banks or insurers with headquarters in 
Europe. EFR Members believe that a fully integrated EU financial market, a Single Market with 
consistent rules and requirements, combined with a strong, stable and competitive European 
financial services industry will lead to increased choice and better value for all users of financial 
services across the Member States of the European Union. An open and integrated market 
reflecting the diversity of banking and insurance business models will support investment and 
growth, expanding the overall soundness and competitiveness of the European economy.


