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Subject matter

Residual maturity of the source of encumbrance

Question

1of2

What is the residual maturity of an ABS issued, the WAL or the FORD? For
an encumbrance reason without maturity date, should we place it in the
bucket Open Maturity or in the bucket 5yrs <= 10 yrs, as stated in Annex
XXV, 1.1. 12 (e)



https://www.eba.europa.eu/

Background on the
question

E.g. We have a total of 350 assets encumbered: 100 are encumbered by
TLTRO (collateralized central bank deposit) with a maturity date of
31/10/2020; 150 are encumbered by Covered bonds issued, 100 in a series
with a maturity date of 31/12/2020 and 50 in a series with a maturity date of
30/06/2020; 50 are encumbered by ABS issued, with a FORD of 31/10/2021
and WAL of 4 years; and 50 are encumbered by another source, without
maturity date. Should the split be: a) Open Maturity || >6mths <=1yr || >1yr
<=2yrs || >2yrs <=3yrs 50 50 200 50 b) >6mths <=1yr || >1yr <=2yrs ||
3yrs <=byrs || byrs <=10yrs 50 200 50 50

EBA answer

According to 3.2.2 of Annex XVII to Regulation (EU) No 680/2014 (ITS on
Supervisory Reporting), assets on demand or without a specific maturity
date have to be reported in the bucket “Open Maturity” (c010).

Regarding the residual maturity of an ABS issued, assets with optionality
should be reported on the basis of a conservative approach according to Part
I, paragraph 12 of Annex XXIII, hence the relevant asset shall be assigned to
the time bucket of the weighted average life considered in the legal contract.
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