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Premessa 
 

Il 2 dicembre 2021 sono stati pubblicati dall'EBA tre documenti di consultazione in 

tema di rischio di tasso di interesse del portafoglio bancario, in attuazione dei 

mandati contenuti nella CRD5. In particolare: 

 EBA/CP/2021/36 introduce Regulatory Technical Standards che riguardano 

l’implementazione del Supervisory Outlier Test (SOT) relativo sia all’approccio 

del valore economico che del margine di interesse; 

 EBA/CP/2021/37 aggiorna le linee guida EBA vigenti in materia di rischio di 

tasso di interesse del portafoglio bancario e introduce specifici criteri per la 

valutazione e il monitoraggio del Credit Spread Risk from the Banking Book 

(CSRBB); 

 EBA/CP/2021/38 introduce Regulatory Technical Standards che disciplinano nel 

dettaglio la metodologia standardizzata e la metodologia semplificata per gli 

enti non complessi relative sia all’approccio del valore economico che 

all’approccio del margine di interesse. 

AIFIRM ha deciso di rispondere alla consultazione EBA riaprendo i lavori della 

Commissione che aveva già predisposto a febbraio 2021 il Position Paper n. 25 

denominato “Rischio di Tasso di Interesse del Portafoglio Bancario (IRRBB): 

evoluzione normativa ed implicazioni gestionali”. La Commissione ha redatto i tre 

documenti riportati di seguito che sono stati validati dal Consiglio e dal Comitato 

Tecnico Scientifico il 30 marzo 2022 ed inviati all’EBA il 2 aprile 2022. 
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1. Draft RTS on IRRBB supervisory outlier tests 
(EBA/CP/2021/36) 

 

AIFIRM response to EBA consultation paper “Draft Regulatory Technical Standards 

specifying supervisory shock scenarios, common modelling and parametric 

assumptions and what constitutes a large decline for the calculation of the economic 

value of equity and of the net interest income in accordance with Article 98(5a) of 

Directive 2013/36/EU” (EBA/CP/2021/36) 

 

General comments 

AIFIRM, the Italian Association of Financial Industry Risk Managers, welcomes the 

opportunity to comment on the three EBA consultations, specifying technical aspects 

of the revised framework for interest rate risks in the banking book (IRRBB). 

As a general remark, we observe that the time lapse foreseen for the entry into force 

of the RTS, which is 20 days after publication on Official Journal of the European 

Union, seems too tight. The new regulations, in its current proposal, could imply 

changes in banks’ strategies and internal governance arrangements, requiring 

approval processes, audit and board/top management involvement.  

We ask for a longer time span between availability of the new regulation and its 

application, suggesting extending it up to 1 year. Or, at least, transitional provisions 

should be provided for the most critical aspects, such as for instance the lower bound 

for post-shock IR levels. 

As for the main topics under consultation, we would like to highlight here that our 

major concerns refer to the proposed new lower bound for post-shock interest rates, 

which could lead to material impacts on current IRRBB metrics, as well as the 

proposed thresholds for the NII SOT, which appear to be extremely strict, when 

compared to current exposures.  

 

Question 1: Do respondents find the common modelling and parametric 

assumptions for the purpose of the EVE SOT and the NII SOT in Articles 4 and 5 clear 

enough and operationally manageable? Specifically, the EBA is seeking comments 

on the recalibrated lower bound for post-shock IR levels in the EVE SOT and NII SOT 

as well as on the use of a one-year time horizon and a constant balance sheet with 
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current commercial margins for new business for the NII SOT. Respondents are also 

kindly requested to express whether they find an inclusion of market value changes 

in the calculation of the NII SOT clear enough. 

Regarding the recalibrated lower bound for post-shock IR levels, we believe that the 

proposed floor is too low, and that current bound should be maintained. 

Under the new proposal, the bound would be set to a level far below any level that 

interest rates have reached in the past. In particular, we highlight a misalignment 

between the calibration period of the updated lower bound and its entry into force 

since, as shown in Chart 1, the current interest rate curve is well above the existing 

lower bound. This would seem to make unnecessary the recalibration. Besides, the 

current EBA 2018 GL (EBA/GL/2018/02) already envisage the possibility to adapt the 

lower bound in case of interest rate curves were lower than the bound. 

 

Chart 1 – Current IR curve and lower bounds 

 

 

 

We also point out that the impacts on IRRBB metrics of the proposed new lower 

bound has never been properly tested within previous QIS or IRRBB dedicated 

supervisory exercises. As a matter of fact, the QIS data used to support the 

calibration of SOT assumptions only include metrics calculated according to the 

current bound and the unconstrained negative scenario. Moreover, the EBA itself 

admits that only a limited number of banks participating to the QIS exercise filled in 

the IRRBB sections and that data provided had some quality issues.  
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In our view, instead, the impacts would be extremely material, both on EVE and NII 

measures under negative shocks scenarios, being the latter particularly sensitive to 

changes in short term interest rates. In the answer to Question 2, we provide a 

benchmark analysis that was carried out on a sample of more than 25 Italian banking 

groups, to support discussion about the NII threshold calibration, together with the 

potential implications of the new lower bound on both NII and EVE. From the analysis 

conducted, results reported in Table 1 show that introducing the new proposed lower 

bound would increase the number of outlier banks from 14% to 39% in the case of 

EVE SOT, while for NII SOT the increase in outliers would raise from 21% to 68% and 

from 18% to 50%, for Metric1 and Metric2, respectively. NII metrics are computed 

according to the definition of NII as the difference between interest income and 

expenses, not considering fair value changes.  

We also highlight that the implications for the management of IRRBB in banks could 

be significant. In facts, all else equal, such regulatory changes might cause a limit 

breach, triggering managerial actions to adjust the position and the IRRBB strategy of 

the bank, causing possible negative impacts on profitability. Similarly, in terms of 

market disclosure (Pillar III), a regulatory change could have an impact on the level of 

the indicators publicly disclosed with consequent reputational effects. 

As for the use of one-year time horizon and the constant balance sheet assumption, 

we agree with the EBA proposal, as it is consistent with internal practices.  

We recognize that the proposal to consider current commercial margins aims at 

obtaining more precise NII projections, although we observe that it implies the use of 

a simulation approach, thus potentially requiring the evolution of current models and 

operational processes. It should also be noted that for managerial purposes, when 

projecting NII for instance for planning processes, different assumptions might be 

considered for commercial margins, so that the NII projections carried out for risk 

measurement might still not be aligned with the internal one. 

Finally, regarding the choice to include changes in market value in the calculation of 

NII SOT, we highlight that accounting approaches are not consistent across EU; 

therefore the above-mentioned inclusion may cause a loss of the comparability, 

which we understand is one of supervisors’ goal. Besides, we observe that a “wider 

NII” metric would differ from current managerial NII metrics and would also differ 

from the accounting measures of NII. 

Hence, our preference is to exclude market value changes from the NII SOT 

calculation. Nonetheless, in case the regulatory choice will include this component, 
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we suggest that a more detailed instruction for the calculation would be useful. To 

avoid unintended double counting of the impact of NII and EVE over the first year of 

FV instrument, it should be clarified that the changes in fair value should be 

calculated at the end of the NII time horizon. We also note that this statement seems 

to be contradicted by the disposals set in the RTS for the standardized methodology, 

where the computation of market value changes is explicitly calculated at the 

beginning of the time horizon (i.e., at analysis date). 

 

Question 2: Do respondents have any comment related to these two metrics for the 

specification and the calibration of the test statistic for the large decline in Article 6 

for the purpose of NII SOT? Specifically, do respondents find the inclusion of 

administrative expenses in metric 2 clear enough? Do respondents have any 

comment on the example on currency aggregation for metric 1 and metric 2? 

We state a preference for Metric 1, since we believe it is simpler to manage by the 

risk-taking centers, easier to communicate to Top Management and more aligned to 

EVE metric, making the two measures able to provide better integrated information. 

At this regard we remark that during the RAF process, the limits setting should be 

made ensuring coherence between EVE and NII limits, so that managing IRRBB may 

impact both measures without any other noisy factors. Having the thresholds set with 

the same metric would help this process. 

On the opposite, Metric 2 could be strongly influenced by extraordinary events 

(M&A, pandemic …) and multi-annual budget planning which are, in most of the 

cases, not related to the specific risk factor. For these reasons, we believe that this 

formulation would add an unwanted volatility to the indicator and moreover it would 

reduce the comparability across banks. 

As for the calibration of the NII SOT, we believe that the proposed thresholds are too 

strict.  

They could lead to a relevant number of outliers, with significant implications for the 

management of the IRRBB position and, ultimately, for the bank’s strategy. 

AIFIRM IRRBB Commission carried out an analysis on a sample of 28 Italian banking 

groups, representing more than 70% of Italian banks’ total assets. Main results are 

reported in Table 1. NII metrics are computed according to the definition of NII as the 

difference between interest income and expenses, not considering fair value changes. 
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Applying the calibration methodology proposed by the EBA, based on the number of 

outliers observed for the EVE SOT, the NII threshold should be set at -4,2% in case of 

Metric 1 (instead of the proposed -2,5%), or at -37% for Metric 2 (instead of -35%), 

thus showing that the calibration is significantly dependent on the sample 

considered. 

As mentioned before in the answer to Question 1, we are also particularly concerned 

that the calibration of the NII threshold should be done in close connection with the 

setting of the lower bound for post shock interest rates.  

Current proposed thresholds on NII appear to have been calibrated based on BCBS 

scenarios 1 and 2 (the latter being simulated with the floors currently in force). 

However, the switch to the new proposed floor would impact severely the measures, 

as already highlighted in the previous answer and as shown by results reported in 

Table 1 below: given the proposed thresholds and the proposed new lower bound, 

NII outliers would raise from 21% to 68% and from 18% to 50%, for Metric1 and 

Metric2, respectively. 
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Table 1 – Benchmark analysis on SOT metrics 

   

 

 

 

 

(A) (B) (C) (D) (E) (F)

NII - Metric 1 NII - Metric 2

NII - Metric 1 

new lower 

bound

NII - Metric 2 

new lower 

bound

EVE
EVE - new 

lower bound

-17,9% -154,2% -9,9% -304,1% -23,1% -30,1%

-8,5% -132,4% -8,2% -91,7% -19,7% -23,1%

-5,5% -107,4% -8,1% -80,8% -16,5% -19,8%

-4,2% -37,0% -6,3% -67,7% -16,5% -19,5%

-4,1% -36,2% -4,8% -67,0% -14,9% -17,8%

-2,9% -33,8% -4,7% -59,1% -14,0% -17,0%

-2,4% -33,7% -4,5% -55,3% -13,5% -16,9%

-2,3% -31,6% -4,4% -54,2% -12,1% -16,2%

-2,3% -27,2% -3,5% -45,6% -11,9% -15,5%

-2,3% -27,0% -3,2% -41,8% -11,5% -15,0%

-1,8% -20,8% -3,0% -39,0% -11,1% -13,5%

-1,8% -18,1% -2,9% -33,2% -10,9% -12,6%

-1,6% -17,9% -2,9% -33,1% -10,2% -11,7%

-1,6% -17,1% -2,6% -25,7% -9,5% -9,1%

-1,4% -16,2% -2,5% -24,9% -8,8% -9,0%

-1,4% -15,6% -2,3% -24,1% -8,5% -8,7%

-1,3% -12,8% -1,7% -24,0% -7,6% -7,9%

-1,3% -12,5% -1,4% -16,4% -7,5% -7,5%

-1,2% -12,3% -1,3% -10,6% -7,5% -7,5%

-1,1% -12,2% -1,2% -10,0% -6,7% -5,0%

-1,0% -11,4% -0,9% -9,7% -5,6% -3,8%

-0,9% -9,2% 2,1% 16,3% -4,5% -3,5%

-0,9% -8,8% n.a. n.a. -4,5% 3,9%

-0,6% -7,4% n.a. n.a. -3,8% n.a.

-0,5% -5,0% n.a. n.a. -3,3% n.a.

-0,5% -4,5% n.a. n.a. -2,8% n.a.

-0,2% -2,3% n.a. n.a. -1,9% n.a.

0,6% 4,6% n.a. n.a. -1,4% n.a.

N. banks 28 28 22 22 28 23

average -2,5% -29,3% -3,6% -50,1% -9,6% -12,5%

median -1,5% -16,6% -3,0% -36,1% -9,1% -12,6%

N. Outlier 6 5 15 11 4 9

N. Outlier % 21% 18% 68% 50% 14% 39%
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Where: 

 

  

Therefore, we reaffirm our request not to change the current lower bound, or, as a 

second-best choice, we ask that the threshold should be set based on the NII results 

of the unconstrained downward scenario of the QIS, given the same identified 

percentile.  

In both cases, a wider data set seems to be necessary to apply the proposed 

calibration methodology based on outliers’ distribution. 

As a last comment on this topic, we also point out that, in case of confirmation of the 

new lower bound, at such levels of interest rates (-1,5%) it would be questionable 

whether the zero floor legal provision on contracts with customers would be still 

(A) NII - Metric 1

Is the change in Net Interest Income (NII) over one year, corresponding to the worst impact under the 2 parallel 

regulatory shocks. The NII is calculated as the difference between interest income and expenses, excluding market 

value changes of postion accounted for at fair value. 

It correspond to Metric 1 referred to in Article 6 of the EBA/CP/2021/36: 

(NII.shock  ̶̶  NII.baseline)/Tier1

For the negative shock scenario, the current lower bound envisaged in par.115(k) of EBA/GL/2018/03 is applied

(B) NII - Metric 2

Is the change in Net Interest Income (NII) over one year, corresponding to the worst impact under the 2 parallel 

regulatory shocks. The NII is calculated as the difference between interest income and expenses, excluding market 

value changes of postion accounted for at fair value. 

It correspond to Metric 2 referred to in Article 6 of the EBA/CP/2021/36: 

(NII.shock  ̶̶  alfa*Admin.Expenses) / (NII.baseline  ̶̶  alfa*Admin.Expenses)  ̶̶  1

For the negative shock scenario, the current lower bound envisaged in par.115(k) of EBA/GL/2018/03 is applied

(C)

NII - Metric 1 

new lower 

bound

Is the change in Net Interest Income (NII) over one year, corresponding to the worst impact under the 2 parallel 

regulatory shocks. The NII is calculated as the difference between interest income and expenses, excluding market 

value changes of postion accounted for at fair value. 

It correspond to Metric 1 referred to in Article 6 of the EBA/CP/2021/36: 

[NII(shock) - NII(baseline)]/Tier1

For the negative shock scenario, the new proposed lower bound envisaged in Article 4(k) of EBA/CP/2021/36 is applied

(D)

NII - Metric 2 

new lower 

bound

Is the change in Net Interest Income (NII) over one year, corresponding to the worst impact under the 2 parallel 

regulatory shocks. The NII is calculated as the difference between interest income and expenses, excluding market 

value changes of postion accounted for at fair value. 

It correspond to Metric 2 referred to in Article 6 of the EBA/CP/2021/36: 

(NII.shock  ̶̶  alfa*Admin.Expenses) / (NII.baseline  ̶̶  alfa*Admin.Expenses)  ̶̶  1

For the negative shock scenario, the new proposed lower bound envisaged in Article 4(k) of EBA/CP/2021/36 is applied

(E) EVE
Change in the economic value of equity / Tier1 capital, corresponding to the worst impact under the 6 regulatory 

shocks. It is the measure referred to in the current regulatory framework, ie par.114 and 115 of EBA/GL/2018/02

(F)
EVE - new 

lower bound

Change in the economic value of equity / Tier1 capital, corresponding to the worst impact under the 6 regulatory 

shocks. It is the measure referred to in the current regulatory framework, ie par.114 and 115 of EBA/GL/2018/03, except 

for the application of the lower bound. Here the new proposed lower bound envisaged in Article 4(k) of 

EBA/CP/2021/36 is applied
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reasonable, so that different assumptions for this products should be consistently 

envisaged. 

Finally, as for currency aggregation examples, they are clear, but we believe that 

examples with exposure in EUR being positive should be reported for better 

understanding the process. 

 

Question 3: Do respondents consider that all the necessary aspects have been 

covered in the draft regulatory standard? Do respondents find the provisions clear 

enough or would any additional clarification be needed on any aspect? 

As already mentioned in previous responses, we are mainly concerned about the 

potential impacts of the proposed changes to the assumptions and the proposed 

thresholds, as it seems that those impacts have not been thoroughly assessed. As a 

closely related issue, we point out that at least a proper time lapse should be granted 

to banks to take necessary actions, consistent with the level of the foreseen overall 

impacts. We suggest considering a 1-year period, or at least envisaging transitional 

provisions for the most critical aspects, such as for instance the lower bound for post-

shock IR levels. 

As an additional remark, we point out that banks are also expecting the introduction 

of the new accounting framework for macro fair value hedge, which will introduce a 

further constraint to the management of IRRBB. So, given the increased complexity 

for banks to manage simultaneously the two regulatory indicators (NII SOT and EVE 

SOT), we argue that it would be desirable for banks to dispose of all the elements, 

both in terms of prudential regulation and of accounting rules, to properly define 

their IRRBB strategy and control framework. 

Finally, regarding article 4(n) ("In assessing the risk of interest rate-sensitive products 

that are linked to inflation or other market factors, prudent assumptions shall be 

applied. These assumptions shall be based on the current/last observed value, on 

forecasts of a reputable economic research institute or on other generally accepted 

market practices and shall be generally scenario-independent") we kindly request for 

more clarifications regarding the treatment of the inflation risk factors in the 

calculation of the IRRBB measures. 
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2. Draft Guidelines on IRRBB and CSRBB (EBA/CP/2021/37) 
 

AIFIRM response to EBA consultation paper “Draft Guidelines issued on the basis of 

Article 84 (6) of Directive 2013/36/EU specifying aspects of the identification, 

evaluation, management and mitigation of the risks arising from potential changes in 

interest rates and of the assessment and monitoring of credit spread risk, of 

institutions’ non-trading book activities” (EBA/CP/2021/37) 

 

General comments 

AIFIRM, the Italian Association of Financial Industry Risk Managers, welcomes the 

opportunity to comment on the three EBA consultations, specifying technical aspects 

of the revised framework for interest rate risks in the banking book (IRRBB).  

As a preliminary remark, we would like to point out that the requirements set in the 

updated Guidelines, especially for what concerns credit spread risk arising from non-

trading book activities (CSRBB) – regardless of further specifications that are deemed 

useful, as better described below – might imply significant operational impacts for 

banks, in terms of processes, analytical tools, policies, or even in terms of the need to 

adjust banks’ business strategies. 

Therefore, it would be important to grant a proper time lapse between final 

publication, which we understand is expected by end of year, and entry into force of 

these Guidelines, in order to allow banks to set up the necessary governance 

framework and related processes. 

Regarding the new elements introduced by the proposed Guidelines, we would like to 

highlight that the broad perimeter envisaged for CSRBB, which is assumed to include 

potentially any assets, liabilities, or off-balance sheet items of the banking book, 

might have important unintended consequences in terms of pillar 2 internal capital 

assessment, as well as in terms of comparability and unlevel playing field for 

European banks.  

The proposed CSRBB provisions require banks to calculate mark-to-market measures 

for non-marketable portfolios, such as loans (although theoretically limited to a sub-

component, net of idiosyncratic risk spread). As we state in answering to Questions 3 
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and 4, the lack of well-established common practices, as well as of reliable market 

data for non-marketable instruments, might lead to very heterogeneous analysis 

frameworks among banks, hampering comparability of outcomes, while potentially 

resulting in significant increases in internal capital measures. In this sense, we 

observe that in the 2016 Basel Standard on IRRBB, CSRBB is outlined as limited to fair 

value accounted instruments. 

 

Question 1: In the context of the measurement of the impact of IRRBB under 

internal systems, paragraph 111 envisages a five year cap repricing maturity for 

retail and non-financial wholesale deposits without a specified maturity. Would you 

foresee any unintended consequence or undesirable effect from this behavioural 

assumption in particular on certain business models or specific activities? If this is 

the case, please kindly provide concrete examples of it. 

Considering the average business mix of Italian commercial banks, we observe that 

the five-year cap, applied on the weighted average repricing date of the full amount 

of non-financial non-maturity deposits (NMDs), should not introduce unintended 

consequences, also considering that it is consistent with the current Guidelines’ 

prescriptions for SOT. 

Nonetheless, there might be specific type of retail deposits (e.g., passbook savings 

accounts), held mainly for savings purposes, showing very low elasticity to market 

rates and high stability, entailing a longer-term average repricing (see A. Castagna. 

Risk and Profitability of Sight Deposits in the Italian Banking Industry. Iason Research 

Paper Series, 2019). In such cases, posing a cap would not lead to a prudent 

management of the interest rate risk exposure, but to a structural underhedge (or 

shorter investment of assets), which exposes the bank to the risk of decreasing 

interest rates. 

Furthermore, we would like to highlight that this regulatory constraint is further 

strengthened in the provision of the proposed Standardized Approach (SA), which 

sets the five-year cap to the core fraction only of the non-financial NMDs (5 years for 

retail transactional, 4.5 years for retail non-transactional and 4 years for wholesale 

non-financial). This stricter constraint could be detrimental to specific assets class 

such as residential mortgages or project financing, because the difference would 

create a material cliff effect, and a consequently significant impact on the bank’s 

ability to support real economy, in case a bank should be asked to change its 

approach from the internal measurement system (IMS) to the SA. Hence, we would 
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suggest to align the SA proposal to the general framework presented in the 

Guidelines. 

 

Question 2: Do respondents find that the criteria to identify non-satisfactory IRRBB 

internal models provide the minimum elements for supervisors’ assessment? 

In our view the Guidelines provide the elements to identify non-satisfactory IRRBB 

internal models, although the criteria are expressed in very general terms. 

However, a point of concern is that, given their high-level formulation, these criteria 

might be interpreted and applied with significant differences by different authorities 

and/or different supervisory teams. 

In particular, it might be useful to provide a clearer explanation of the criteria related 

to the use of the methods for IRRBB described in Annex I. It might be worthwhile, for 

example, to specify that an institution using one or two of the most sophisticated 

methods/approaches, with adequate calibration, validation and backtesting, does not 

necessarily need to use also other methods/approaches to be compliant with the 

criteria. Moreover, in the current formulation, the statement “When measuring their 

exposure to IRRBB, institutions should not limit themselves to the methods listed in 

Annex I in order to ensure that material aspects of interest rate risk are captured 

adequately” can be interpreted in different ways and would benefit from further 

clarifications. 

Furthermore, it should be clarified if, in case of a non-satisfactory internal model, the 

SA should be applied only to the specific element deemed non-satisfactory or to the 

whole IRRBB framework. In addition, in case of a non-satisfactory internal system or 

model, it’s not specified the timeline to move from the IMS to the SA. Given the 

potential impact on the banking business, we would consider beneficial to limit the 

implication of the SA only to the specific item or Legal Entity of the banking group 

deemed non-satisfactory during the supervisory assessment, and to define an 

adequate timeline for the shift from IMS to SA. Moreover, it might be worth 

considering the possibility for the bank to improve its internal system to be compliant 

within the defined timeline, as an alternative to the use of the standardised 

methodology. 

 

Question 3: Is there any specific element in the definition of CSRBB that is not clear 

enough for the required assessment and monitoring of CSRBB by institutions? 
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We think that some specific elements in the current definition are not clear enough 

for assessment and monitoring purposes. In particular, the distinction between 

“market credit spread” and “idiosyncratic credit spread” would benefit from further 

clarifications, maybe by means of some specific numerical examples. To this regard, 

we notice that idiosyncratic credit spread is defined in footnote 14 as including 

assessment of risks “arising from the sector and geographical location of the 

borrower”, which is quite a “wide” definition of idiosyncratic credit spread. In this 

vein, it could be useful to make clear whether credit spread volatility driven by 

sovereign spread volatility should be considered as “idiosyncratic” or “market” credit 

spread. 

Similar considerations apply also to the distinction between “market liquidity spread” 

and “idiosyncratic liquidity spread”, with the further issue that liquidity spreads tend 

to be more instrument-specific, therefore even more difficult to be reliably 

measured. 

We highlight that a clearer definition of market credit spreads and market liquidity 

spreads would be even more important in case the monitoring of CSRBB should be 

applied to the portfolio of loans classified held-to-collect and without an active 

secondary market. In this case, in the absence of observable market prices, the 

definition of the methodology for the identification of the market credit spread, as 

distinct from the idiosyncratic spread, to assess and monitor CSRBB, could require 

introducing arbitrary assumptions, thus leading to heterogeneous approaches, with 

detrimental impacts on results comparability or even on business strategies. 

 

Question 4: As to the suggested perimeter of items exposed to CSRBB, would you 

consider any specific conceptual or operational challenge to implement it? 

We observe that most common banking practices for CSRBB focus on assets 

accounted at fair value (typically bonds in the Held to Collect and Sell category), 

according to an Economic Value approach. This seems to be also more in line with the 

2016 Basel Standards on IRRBB. Thus, we think that introducing a different 

framework encompassing a much wider perimeter for CSRBB would lead to an 

unlevelled playing field for European banks.  

Should different accounting practices across banks and jurisdictions suggest not to 

rely on accounting categories to identify the perimeter of the analysis, the CSRBB 

should be assessed with reference to instruments traded in liquid markets and with 

observable prices.  
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Mainly, we are concerned that extending the perimeter to the whole banking book 

could lead to a significant impact in terms of Pillar 2 internal capital, while at the 

same time figures could be very different from bank to bank, given the lack both of 

well-established common practices and of reliable market data for the evaluation of 

credit spread risk arising from non-marketable assets portfolios. 

As mentioned in the answer to question 3 above, it is not clear, from a 

methodological point of view, how the approach for assessing CSRBB could be 

implemented in the risk management process for instruments that are not 

marketable, such as loans. Besides, from an operational point of view, implementing 

the proposed Guidelines according to an extended banking book perimeter would 

require significant changes in the IT systems, in terms of input data, such as rating 

classes, and analytical tools, thus requiring a considerable effort in time and 

investments.  

Finally, we observe that the whole CSRBB framework envisaged in the proposed 

Guidelines is quite complex and demanding, also in terms of governance and related 

processes. In front of it, however, it is not clear how the risk measures and controls 

that will have to be put in place to monitor CSRBB on the “wider” perimeter, would 

be beneficial in the steering process of the banking book. For instance, in case of limit 

breaches, as it is also reported in the accompanying documents, banks would reduce 

their positions, but this would not be feasible when the exposure arises from a loan 

portfolio. 

Besides, setting limits would impact the business strategy of the bank. For the time 

being, given the lack of consolidated market practices, and hence given the potential 

heterogeneity of the approaches implemented across banks, and of the limits that 

would be set, we are concerned about potential distortions in the way banks will 

define their strategies and provide credit to the market. In other words, 

heterogeneity in the adopted frameworks could pose issues in terms of comparability 

and of unintended consequences on banks strategies. 

 

Question 5: Is the separation of IRRBB and CSRBB sufficient to understand where 

the guidelines apply to: i) IRRBB only, ii) CSRBB only, iii) both IRRBB and CSRBB? 

Yes, the separation of IRRBB and CSRBB seems to be sufficient to understand where 

the Guidelines apply to IRRBB only, CSRBB only or both. In our understanding, only 

paragraph 4.1 applies to both risks, paragraphs 4.2 to 4.4 apply to IRRBB only and 
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paragraphs 4.5 and 4.5 apply to CSRBB only, except for the treatment of 

diversification effects, concerning the combination of IRRBB and CSRBB.  

We observe that while general provisions for identification, assessment and 

monitoring of CSRBB appear to be very demanding both conceptually and 

operationally, in line with what is requested for IRRBB, there are however no detailed 

annexes describing measurement methods or sophistication matrix, unlike what has 

been done for IRRBB. In our view this denotes that the current evolution of 

measurement methods for CSRBB is still at an early stage and should lead to 

reconsidering regulatory expectations for IMSs capabilities. 

 

3. Draft RTS on IRRBB standardised approach (EBA/CP/2021/38) 
 

AIFIRM response to EBA consultation paper “Draft Regulatory Technical Standards 

specifying standardised and simplified standardised methodologies to evaluate the 

risks arising from potential changes in interest rates that affect both the economic 

value of equity and the net interest income of an institution’s non-trading book 

activities in accordance with 84(5) of Directive 2013/36/EU” (EBA/CP/2021/38) 

 

General comments 

AIFIRM, the Italian Association of Financial Industry Risk Managers, welcomes the 

opportunity to comment on the three EBA consultations, specifying technical aspects 

of the revised framework for interest rate risks in the banking book (IRRBB). 

As a preliminary observation, we understand that EBA is seeking comments on the 

broad issue of the operational feasibility of the proposed Standardized methodology 

(SA, hereinafter). From this standpoint, we observe that the proposed approach is 

definitely more complex than the standardized models currently used by Less 

Significant and Small institutions, as for instance the model set out in Annex C of Bank 

of Italy Circolare 285, thus leading to a probably more precise measure of the risk 

metrics. 

We believe that the implementation of the proposed SA is feasible, however it poses 

significant operational and methodological challenges, thus requiring a considerable 

effort in terms of time and investments from banks. Specifically, banks that are now 

relying on current supervisory reporting to derive the IRRBB metrics by means of 
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simplified models, will have to significantly enhance their analytical tools, to comply 

with the new SA. 

Therefore, we question whether the required costs would be offset by the benefit of 

a more precise measure of interest rate risk, considering the business models of 

smaller banks, which traditionally don’t take major exposures on this risk. This is 

particularly relevant with regard to the simplified approach, which is built on the 

same foundation of the SA with only limited simplifications. 

Besides, once more sophisticated ALM tools will be in place to comply with the SA, 

one might wonder whether the bank would still be applying it, instead of adopting 

the straightforward IMS measures. 

That said, in case the SA will be approved according to the current proposal, we point 

out that a proper time lapse before the entry into force should be granted to allow 

banks to implement all necessary systems and processes. The current provision of 20 

days after publication on Official Journal of the European Union appears to be far too 

tight and we suggest extending it to one year.  

 

Question 1: What is the materiality of prepayments for floating rate instruments 

and what are the underlying factors? Would you prefer the inclusion of a 

requirement in Article 6 for institutions to estimate prepayments for these 

instruments? 

Most of Italians banks which are currently applying standardized methodologies don’t 

rely on prepayments models for IRRBB measurement. The phenomenon of 

prepayment for floating rate instruments could be material per se, however we 

observe that it would have limited impact on IRRBB metrics. On the other hand, the 

implementation of dedicated models would pose significant methodological and 

operational challenges. Therefore, we don’t foster the inclusion of prepayments’ 

estimation in Article 6. 

 

Question 2: Do respondents find that the required determination of stable/non-

stable deposits, and core/non-core deposits as described in Article 7 is reflective of 

the risks and operationally implementable? In case of any unintended consequence 

or undesirable effect on certain business models or specific activities, please kindly 

provide concrete examples. 
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While we understand that the constraints described in art. 7 are driven by a prudent 

approach when considering behavioural cash flows, we see a significant risk of 

unintended consequences of this type of provision. In particular, the maturity 

constraints to the weighted average maturity of the core component (set at 5, 4.5, 4 

years, according to the type and counterparty of the non-maturity deposits, NMDs) 

don’t reflect the empirical evidence in the Italian banking system, where the 

estimated expected weighted average life for NMDs is over nine years. The 

misalignment is even more evident in the Simplified SA, where the maturity 

constraints refer to the maximum maturity instead of the average. 

Similarly, the cap on the portion of the core component of NMDs could lead, for 

instance on retail non-transactional deposit, to unintended cliff-effect for banks with 

a traditional and retail-based business model, not recognizing the actual stability, 

both in terms of outstanding and interest rates, of these products. 

Furthermore, the application of the scalars 0.8 and 1.2 will amplify this impact. We 

note that, for the Simplified-SA, the calibration of the caps on the core component, 

according to the increased scalars (0.7 and 1.3), is even more severe, especially in the 

“increase of short-term rates scenario”, and even when considering the goal of 

conservative approach as stated in paragraph 5 of art. 84 of Dir. 2013/36/UE.  

This might lead to a potential significant mismeasurement of risk, not necessarily a 

prudent one. We would like to point out that the final IRRBB measures depend not 

only on the level of “conservativeness” in modelling NMDs, but also on the repricing 

structure of the corresponding assets, so that a very short-term representation of 

NMDs in some cases could miss to capture the real repricing mismatch between 

assets and liabilities. 

Finally, regarding the proposed application of 0.8/1.2 scalars to the core component 

of NMDs, it is not clear how the two scalars have been calibrated to capture the 

sensitivity of NMDs stability and pass-through with respect to changing interest rates. 

From our standpoint, 20% volatility implicit in the scalars is quite high, and would 

have a major impact on risk measures, not comparable to the corresponding impact 

that the same 0.8/1.2 scalars would produce when applied to prepayment or early 

redemption rates. According to our estimates, based on a real case simulation, 

applying the scalars might lead to an increase of the EVE SOT indicator up to 7% (as a 

percentage of Tier1 capital), which is roughly half of the SOT threshold. 
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Question 3: Do respondents find that the required determination and application of 

a conditional prepayment rate and term deposit redemption rate as described in 

Article 8 and 9 is reflective of the risks and operationally implementable? In case of 

any unintended consequence or undesirable effect on certain business models or 

specific activities, please kindly provide concrete examples. 

While we agree that the required determination and application of a conditional 

prepayment rate and term deposit redemption rate as described in Articles 8 and 9 

are reflective of the risks, we point out that the implementation would pose 

significant challenges to institutions, both under a methodological and an operational 

point of view.  

Banks will have to develop models and produce estimations that are not already 

available for smaller and non-complex institutions. Besides, for institutions that have 

outsourced their IT system, it will not be straightforward to retrieve the additional 

information needed to perform such an analysis: for example, to determine if fixed 

rate deposits shall be considered as term deposits with the risk of early redemption, 

the banks need to identify if the early withdrawal would result in a sufficient penalty, 

like described in paragraph 2 article 9.  

In this respect, we observe that the materiality threshold of 2% envisaged in Articles 8 

and 9 is too low. As observed in relation to the choice of the 0.8/1.2 scalars for core 

component of NMDs, we question the application of the same parameter to different 

kind of behavioural options, due to the different impacts on the final risk measures. 

For instance, the modelling of NMDs, representing 2% of a banking book portfolio, 

will have a significantly more material impact on IRRBB measures than applying an 

early redemption rate to a fixed rate term deposit portfolios with the same 

outstanding. 

 

Question 4: Is the treatment of fixed rate loan commitments to retail 

counterparties clear and are there other instruments with retail counterparties 

where a behavioural approach to optionality should be taken? 

Fixed rate loan commitments do not represent material exposures in the Italian 

market. However, we believe that the provision of Article 11 would benefit from 

further clarification regarding the expected representation within the SA framework, 

also by means of numerical examples. 
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Question 5: Do respondents find that the required determination of the impact of a 

25% increase in implicit volatility as described in Article 12 is operationally 

implementable? 

The provision of calculating the impact of a 25% increase in implicit volatility is 

operationally implementable. However, it would pose significant challenges to less 

significant institutions, since this approach requires a more sophisticated 

methodology than that most frequently used, which is based on a delta equivalent 

approach. As for other topics discussed, the challenge is not only limited to the 

enhancement of the applied financial models, but relates consistently to the 

evolution of current analytical tools. 

 

Question 6: Do respondents find that the required slotting of repricing cash flows in 

accordance with the second dimension of original maturity/reference term as 

described in Article 13 is operationally implementable? 

As mentioned before in relation to other topics, we believe that the implementation 

of the additional slotting of repricing cash flows according to original 

maturity/reference term is operationally feasible, however it will require banks to 

adopt more sophisticated analytical tools, with a considerable effort in terms of time 

and investments. This holds true also for other requirements, such as for the 

determination of the commercial margin components, broken down by product, 

geography and so on. 

 

Question 7: Do respondents find it practical how the determination of several 

components of the NII calculation, with in particular the fair value component of 

Article 20 and the fair value component of automatic options of Article 15, is 

generally based on the processes used for the EVE calculation (in particular Article 

16 and Article 12)? 

In the same vein of previous answer, we observe that the SA for NII calculation is very 

complex. In this sense, its implementation is feasible, but it will be at a considerable 

cost for banks. 

As for the fair value component of fair value accounted instruments, we point out 

that the proposed methodology, which calculates market value changes at the 

beginning of the time horizon (i.e., at analysis date), will result in a double counting of 

the impact of FV changes and NII changes over the first year, thus leading to potential 

mismeasurement. As we state also in our response to EBA/CP/2021/36, our 
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preference is to exclude market value changes from the NII measure, or, as a second 

choice, we suggest adapting the standardized methodology in order to capture the 

market value changes at the end of the NII time horizon. 

 

Question 8: Do respondents find that the calculation of the net interest income 

add-on for basis risk is reflective of the risk and operationally implementable? 

We believe that the add-on component for basis risk would add further complexity to 

an already complex framework, while not adding much value in terms of risk 

measurement accuracy, given the limited materiality of this type of risk for Italian 

banks. 

According to this, we would suggest introducing a materiality threshold for it. The 

threshold could be set in terms of minimum outstanding of floating rate positions 

funded by/invested in other floating positions, but with different benchmark rate 

indexation. 

 

Question 9: Do respondents find that the adjustments in the Simplified 

Standardised Approach as set out in Article 23 and 24 are operationally 

implementable, and do they find that any other simplification would be 

appropriate? 

We find that the adjustments in the Simplified Standardised Approach are 

operationally implementable. Nonetheless, we believe that the complexity of the 

structure of SA, even after those simplifications, will still require major enhancements 

in the current tools used by small and non-complex institutions, so that a significant 

change of approach for the measurement of IRRBB will be needed. From this point of 

view, it seems that proportionality has not been properly considered. 

A possibility in the direction of greater proportionality could be considering a 

sensitivity approach for the simplified framework for NII, thus excluding the 

computation of all fixed rate coupons and commercial spreads that are needed for 

the full NII projection. 

As a second possibility, we suggest considering the definition of standardized 

conditional prepayment rates as well as standardized average early redemption rates, 

to be applied in the Simplified SA, consistently with the modelling approach 

envisaged for NMDs. It is questionable that small and non-complex banks should be 
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provided with standardized modelling parameters for NMDs, while would still be 

required to produce their own estimations for fixed rate loans and term deposits. 

As a further simplification, we would also suggest excluding from the metrics the 

evaluation of interest rate options, when they are bought by the bank, as it is allowed 

now for smaller banks in Italy. 

Besides, we would point out that simplifications should not imply an exacerbation of 

constraints, resulting in inconsistent increases of the risk measures. We refer, for 

example, to caps prescribed in art. 23 for the core component of NMDs, where 

scalars of 0.7/1.3 instead of 0.8/1.2 have been used: we expect some unintended 

impacts in risk indicators for smaller banks with a traditional retail business model, 

which might require them to adjust their business strategies accordingly. 

 

Question 10: Do respondents find that all the necessary aspects are covered and 

the steps and assumptions for the evaluation of EVE and NII as laid out in the 

standardised approach and simplified standardised approach clear enough and 

operationally implementable? 

We find that the standardised and simplified standardised approaches are clear, and 

that are operationally implementable.  

However, the new proposed SA, as well as the simplified SA, is far more complex 

compared to the standardized model currently used by less significant and small 

institutions. Therefore, those banks will have to significantly enhance their analytical 

tools, in order to comply with the new SA, facing considerable investments.  

At the same time, it is not clear whether the required costs would be offset by the 

benefit of a more precise measure of interest rate risk, considering the business 

models of smaller banks, which traditionally don’t take major exposures on this risk.  

We finally highlight that, if banks will have to adjust their IT systems to comply with 

the new SA, they should be granted a proper time span. We suggest to extend the 

current provision of 20 days after the publication on Official Journal of the European 

Union, which appears not adequate to us, to one year. 

 


