A Service of

ECOMNZTOR pr

Make Your Publications Visible.

Leibniz-Informationszentrum
Wirtschaft

Leibniz Information Centre
for Economics

Barbic, Gaia; Borgioli, Stefano; Klacso, Jan

Working Paper

The journey from micro supervisory data to aggregate

macroprudential statictics

ECB Statistics Paper, No. 20

Provided in Cooperation with:
European Central Bank (ECB)

Suggested Citation: Barbic, Gaia; Borgioli, Stefano; Klacso, Jan (2017) : The journey from micro
supervisory data to aggregate macroprudential statictics, ECB Statistics Paper, No. 20, ISBN
978-92-899-2834-2, European Central Bank (ECB), Frankfurta. M.,

https://doi.org/10.2866/754138

This Version is available at:
https://hdl.handle.net/10419/175530

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.2866/754138%0A
https://hdl.handle.net/10419/175530
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

&

EUROPEAN CENTRAL BANK

EUROSYSTEM

Statistics Paper Series

Gaia Barbic, Stefano Borgioli, Jan Klacso  The journey from micro Supervisory
data to aggregate macroprudential
statistics

No 20 / May 2017

Disclaimer: This paper should not be reported as representing the views of the European Central Bank
(ECB). The views expressed are those of the authors and do not necessarily reflect those of the ECB.



Contents

Abstract

Non-technical summary

1

2

4

5

Introduction
Creating the new CBD reporting framework — guiding principles
2.1  Linking to previous CBD information as far as possible

2.2 New user requirements and choosing between COREP and
FINREP

2.3 Integrating non-FINREP reporters into the framework
2.4 Reporting scheme for foreign-controlled branches
Implementation

3.1  Definition of the aggregates and indicators

3.2  Linking the old and new CBD to make time series available
under the new framework

3.3 Validation rules and data quality checks
Examples and applications

Conclusion

Appendix 1 Changes in the dimensions used in the Data Structure

Definition for the old and new Consolidated Banking Data

Appendix 2 Description of the dimensions used in the Data Structure

Definition for Consolidated Banking Data

Appendix 3 Description of Consolidated Banking Data templates

References

Abbreviations

Acknowledgements

ECB Statistics Paper No 20, May 2017

12

14

18

19

19

21

24

27

31

33

34

36

37

38

39



Abstract

The Consolidated Banking Data (CBD) are a key component of the ECB/ESCB
statistical toolbox for financial stability analysis. This dataset, which contains all the
relevant dimensions of systemic risk stemming from and affecting national banking
systems, is compiled from firm-level supervisory returns. With the entry into force of
the new set of European Banking Authority (EBA) Implementing Technical Standards
on Supervisory Reporting in 2014, the whole CBD statistical framework had to be
reshaped. In August 2015 the first data for the revised CBD were released. This
paper deals with the main issues in the challenging endeavour of transposing firm-
level supervisory returns, often based on different accounting systems, into
comprehensive aggregate statistics, while ensuring as far as possible continuity in
the time series for indicators and aggregates calculated from different successive
data models. At the same time, the new CBD has substantially enlarged the quantity
and increased the quality of data, available to the users. This paper provides a
description of the database, together with some examples drawn from it.

JEL code: C82, G21.

Keywords: Macroprudential Analysis, Consolidated Banking Data, Banking
Indicators
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Non-technical summary

A continuously changing economic, financial and institutional environment makes
relevant and reliable statistical information a key input for policymakers. It is the job
of official statisticians to collect, compile and disseminate high-quality and
methodologically sound statistics and service changing user needs. The financial
crisis starting in 2008 that turned into a global recession and later triggered the
European sovereign debt crisis highlighted that the supervision of individual financial
institutions (micro supervision) is not enough in itself to prevent systemic imbalances
building up in the financial system. These systemic risks can significantly harm the
functioning of the whole financial system, with serious negative consequences for
the real economy. The European Systemic Risk Board (ESRB) was established in
2010 to oversee the financial system in the European Union (EU) and prevent and
mitigate systemic risk. The new Capital Requirements Regulation and Directive
(CRR/CRD IV)?! provided the mandate and tools for the macroprudential authorities.
Under the Single Supervisory Mechanism (SSM), the ECB shares macroprudential
responsibility with national designated authorities and has the power to top up
macroprudential measures implemented by national authorities.

This new macroprudential framework and the associated tasks increased the need
for in-depth analysis of the financial and banking system and for relevant and
suitable statistical data sources. At the same time, the new regulatory framework
introduced more harmonised reporting standards for European banks and more
harmonised definitions of several financial items (e.g. non-performing exposures).
New definitions and reporting requirements were also introduced (e.g. the leverage
ratio and new liquidity ratios such as the liquidity coverage ratio and the net stable
funding ratio). CRR/CRD IV also require the EBA to develop implementing technical
standards to specify uniform formats, frequencies and definitions to be applied to
supervisory reporting in the EU.

The increased importance of the macroprudential focus, the new regulation and the
related new reporting requirements introduced by the EBA Implementing Technical
Standards on Supervisory Reporting led to the revision of the Consolidated Banking
Data (CBD). The aim of this paper is to show, using the example of the new revised
CBD framework, the main issues that arise when deriving aggregate statistics from
bank-level supervisory data based on different accounting systems. The paper also
describes how to preserve as much continuity as possible in time series constructed
by connecting data points from successive and different data models. Both
conceptual and implementation issues are discussed in the paper.

The new CBD framework is based on the FINREP and COREP templates introduced
by the EBA Implementing Technical Standards on Supervisory Reporting. The new

1 Directive 2013/36/EU on access to the activity of credit institutions and the prudential supervision of
credit institutions and investment firms (CRD IV) and Regulation (EU) No 575/2013 on prudential
requirements for credit institutions and investment firms (CRR).
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reporting framework has ensured more harmonised data reporting (e.g. on non-
performing exposures) and enabled the broadening of the new framework compared
to the previous one. While the old CBD framework consisted of four parts
(profitability and efficiency, asset quality, balance sheet and capital adequacy), the
new one contains 11 sections: an enlarged profitability and efficiency part;
profitability and efficiency ratios including return on equity distributions; balance
sheet containing main asset and liability items; balance sheet breakdowns (this
sections contains counterparty breakdown for the main assets) ; asset quality
information on forbearance exposures; non-performing exposures and impaired
assets; concentration, with a geographical breakdown of exposures and information
about large exposures; liquidity and funding information about liquid assets; stable
funding or asset encumbrance; and four parts providing information about the
structure of own funds, risk exposures, capital buffers and breakdowns of the
reporting population by several solvency ratios.

As the CBD have been among the key data sets for macroprudential analysis
conducted at the ECB/ESCB for many years, it was crucial to preserve continuity of
the time series, i.e. to map the old framework to the new data points as far as
possible. This requires sound methodology. In some cases the definition of items
changed significantly and the old time series had to be discontinued (e.g. non-
performing exposures).

The first data under the new framework were published in August 2015, after a
rigorous quality checking process. The new CBD is now available for users in a
database that is updated quarterly.
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1

Introduction

The financial crisis starting in 2008 that turned into a global recession and later
triggered the European sovereign debt crisis highlighted that the supervision of
individual financial institutions (micro supervision) is not enough in itself to prevent
systemic imbalances building up in the financial system. These systemic risks can
significantly harm the functioning of the whole financial system with serious negative
consequences for the real economy. The importance of understanding and
containing systemic risk and the focus on financial stability increased the relevance
of macroprudential policies. The institutional framework has adapted rapidly to the
new relevance of systemic risk analysis and reduction. Starting from the de Larosiere
report2, the European Systemic Risk Board (ESRB) was established in 2010 to
oversee the financial system in the European Union (EU) and prevent and mitigate
systemic risk. The new Capital Requirements Regulation and Directive (CRR/CRD
IV) provided the mandate and tools for the macroprudential authorities. Under the
Single Supervisory Mechanism (SSM), the ECB shares macroprudential
responsibility with national designated authorities and has the power to top up
macroprudential measures implemented by national authorities.

This new macroprudential framework and the associated tasks increased the need
for an in-depth analysis of the development of the financial and banking system and
for relevant and suitable statistical data sources. At the same time, the new
regulatory framework introduced more harmonised reporting standards for European
banks and more harmonised reporting definitions of several financial items (e.g. non-
performing exposures). New definitions and reporting requirements were also
introduced (e.g. the leverage ratio and new liquidity ratios such as the liquidity
coverage ratio and the net stable funding ratio).

This led to the need for a change in the reporting framework for financial institutions.
The new framework is implemented by the Implementing Technical Standards on
Supervisory Reporting of the European Banking Authority (EBA).

The crisis gave birth to new statistical datasets and led to the improvement of
existing ones (see for instance the enhanced international banking statistics of the
Bank for International Settlements?®). International programmes like the G20 Data
Gaps Initiative* urged the enhancement of several statistical data sources.

The Consolidated Banking Data (CBD) have been among the key data sets for
macroprudential analysis conducted at the ECB/ESCB for many years. These data
are intensively used for banking and systemic risk analyses, internal briefings and
external publications. The ECB Report on Financial Structures® provides an example

2 de Larosiére (2009).

3 http://www.bis.org/statistics/about_banking_stats.htm
4 http://www.fsb.org/2009/10/r_091029/

5 European Central Bank (2015).
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of the use of these data for banking analysis. The CBD are also one of the key inputs
into the statistical support provided by the ECB to the ESRB.

The collection of CBD started in 2002, with changes in the reporting framework over
time. The data model in force until 2014 was implemented by all EU countries in
2009; the main data sources were the supervisory information collected according to
the Financial Reporting (FINREP) and Common Reporting (COREP) guidelines
originally developed by the Committee of European Banking Supervisors (CEBS). As
described in Borgioli, Gouveia, and Labanca (2013), these already included detailed
information on bank profitability, balance sheets, asset quality and solvency broken
down by bank size class and covered almost 100% of the EU banking system. Data
were fully consolidated on a cross-border and cross-sector basis; cross-border
means that data on branches and subsidiaries located outside the domestic market
were included in the data reported by the parent institution and cross-sector means
that branches and subsidiaries of banks that can be classified as financial institutions
other than banks were also included, with the exception of insurance corporations.
CBBD further included data for foreign controlled branches and subsidiaries reported
separately, as a distinct analysis of these firms is often needed given their large
share of the domestic banking sector in some EU countries. CBD were reported at
national level for three size classes (small, medium and large banks), determined as
a percentage of the total assets of the whole EU banking system. This breakdown by
size allows analysis of different national banking systems, as concentration varies
substantially among countries. CBD were first collected on annual basis and from
2010 onwards on a semi-annual basis.

Following the implementation of the Implementing Technical Standards and the
increase in the availability and harmonisation of supervisory data across the EU, the
ESCB Statistics Committee/Working Group on Monetary and Financial Statistics
(WG MFS), the Financial Stability Committee/Macro-Prudential Analysis Group
(MPAG) and the EBA Standing Committee on Oversight and Practices (SCOP)
mandated a Joint Task Force on Consolidated Banking Data (the “TF CBD”) to
design and implement a revised reporting scheme for the CBD. The main focus of
the mandate was to enhance the scope and the quality of these data and, at the
same time, ensure continuity with the previous framework as far as possible.

Compared with the previous version, the revised CBD reporting scheme that was
rolled out by the TF CBD provides significant value added and substantially enriches
the analytical power of the dataset. Whole new sections were added to the
framework, e.g. data on concentration risk (sectoral, geographic, economic activity
and funding concentration) and liquidity and funding risk (including asset
encumbrance). Existing sections of the previous data model were replaced by new
ones; for instance for data on asset quality, the existing section of the CBD was
largely replaced by new reporting based on a harmonised definition of non-
performing loans, as well as a few key items on forbearance. This clearly led to a
substantial increase in data completeness and comparability across jurisdictions.
Importantly, the frequency of CBD collection, compilation and dissemination was
increased from semi-annual to quarterly, allowing more frequent updates and
analyses.
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This paper describes some of the main issues in the challenging endeavour of
deriving meaningful aggregates from firm-level supervisory returns that are often
based on different accounting systems. The paper also deals with how to preserve
(some) continuity in time series constructed by connecting data points reported
according to successive and different data models.

In the next section we provide a description of the driving principles underlying the
establishment of the new reporting framework for CBD. The following section gives
an overview of the main issues faced in the implementation of this new framework.
Some examples are then put forward and the last section concludes.
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Creating the new CBD reporting
framework — guiding principles

In order to ensure a level playing field and increase transparency in European
banking markets, CRR/CRD IV lays down the requirements for reporting capital and
financial information. CRR/CRD IV also requires the EBA to develop implementing
technical standards to specify the uniform formats, frequencies and definitions to be
applied to reporting in the EU. The aim is to implement uniform reporting
requirements for credit institutions and investment firms. CRD IV introduced two sets
of reports: COmmon REPorting Standards (COREP), which detail the information
required for capital adequacy and capital requirements and FINancial REPorting
Standards (FINREP), which detail the financial information required. Since
September 2014, banks located in the EU have been reporting COREP and FINREP
templates to their regulators. FINREP applies to credit institutions that consolidate
their financial reports based on International Financial Reporting Standards (IFRS).
The EBA Implementing Technical Standards on Supervisory Reporting introduces
FINREP templates for firms reporting under national Generally Accepted Accounting
Principles (n-GAAP) which are simpler than the IFRS-FINREP templates. The
package of Implementing Technical Standards on Supervisory Reporting covers
other specific reporting templates as well (asset encumbrance, forbearance, liquidity,
leverage ratio, large exposures and non-performing exposures). Under the new CBD
framework, data collected from national central banks (NCBs) and national
competent authorities (NCAS) are, as far as possible, aggregates of data reported by
banks in FINREP and COREP templates. It has to be kept in mind that, while the
Implementing Technical Standards extend to the entire banking system, not all banks
have to submit all templates — in particular, those for financial statements (FINREP).

Within this general framework, a key objective of the CBD revision was continuing to
provide internal users and the public with a complete dataset for the entire banking
system at both national and EU level. With this objective in mind, the enhancement
of the CBD was driven by the following principles:

e Asageneral rule, the previous CBD framework and data points were retained
to ensure continuity in time series, at least for key data points and aggregates.
This is particularly important for published indicators. Exceptions were made
where the Implementing Technical Standards introduced clear benefits in terms
of harmonisation and data availability.

e  The revised CBD framework was based on the Implementing Technical
Standards data templates covering (IFRS and n-GAAP) FINREP and COREP.
Reporting cells for relevant data from non-FINREP banks (and the full sample,
i.e. the set of all reporting firms) were provided in the reporting scheme, as was
already the case under the previous reporting scheme. It was, however,
recognised that estimates or proxies from sources other than supervisory
returns may be needed for non-FINREP reporters.

ECB Statistics Paper No 20, May 2017 8



2.1

e Asfar as possible the reporting framework was based on Implementing
Technical Standards templates that ensure coverage of the entire (or the
majority of) EU banking system. Hence, in general and when relevant, COREP
templates were prioritised over FINREP, as the former covers all banks.
Unnecessarily mixing the compilation of CBD series from both COREP and
FINREP in a given block of series was also avoided, as the scope and
definitions can be quite different.

e Abalanced approach was kept between additional user needs ascertained by
the TF CBD and the need to minimise the costs of data compilation.

. Undue overlapping and redundancies with existing data collection were
avoided. For instance, while drafting the section on geographical concentration
of exposures, attention was paid to avoiding possible overlaps with the statistics
on international banking activity collected and disseminated by the Bank for
International Settlements.

. Following these principles made it possible to implement the changes and
optimise the stock of information available to internal users and the public, while
at the same time keeping the burden on the compilers manageable.

Linking to previous CBD information as far as possible

The CBD framework in place since 2009 already provided a comprehensive set of
data with fairly long time series. In order to preserve this information, consistency of
at least the key items had to be ensured. Accordingly, the first step in the
construction of the new CBD scheme was to produce a detailed mapping of the
previous CBD data points against the Implementing Technical Standards. As a result
of this exercise, some series from the previous CBD were removed owing to quality
and availability issues, low value added for users or because they could not be
mapped to the Implementing Technical Standards.

It needs to be underlined that due to the changes in the reporting framework and the
related CBD framework, linking data reported under the old and the new framework
can in general lead to a break in the time series. While the precise quantification of
the changes and the significance of the break in time series is beyond the scope of
this paper, it is necessary to bear in mind the possible presence of such a break
when using CBD for time series analysis.

The financial statements section of the previous CBD was straightforward to map
to the Implementing Technical Standards and continuity was ensured for all the main
time series. Only a few granular breakdowns were dropped and some redefinition
was needed.

For the capital adequacy section, the new CBD framework is based on the capital
requirements introduced by the CRR/CRD IV. The CRR caused major revisions in
the definition of own funds, capital ratios and capital requirements, and consequently
many items in the capital adequacy section of the old CBD (own funds in particular)
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underwent breaks in series or had to be discontinued. Only the series for Tier 1, Tier
2 and Total Own Funds could be linked.

While the old CBD included a detailed section on capital requirements, the
Implementing Technical Standards require the reporting of risk exposure amounts,
which are effectively the amount of risk-weighted assets under the former regulation.
The total capital requirement referred to the Pillar 1 requirement, generally calculated
as 8% of the risk exposure amount (previously risk-weighted assets). However, after
the introduction of the CRR/CRD IV package banks can be asked to maintain a
number of macroprudential capital buffers (countercyclical capital buffer, capital
buffer for globally or other systemically important institutions, etc.) beyond the Pillar 1
and Pillar 2 (supervisory) capital requirement. Therefore the total capital requirement
can be misleading, as it may vary between banks. The TF CBD agreed that risk
exposure amounts should be included in the reporting scheme, as this information
can be a relevant input for analysing the solvency of a banking sector. As the shift
from the total capital requirement to the risk exposure amount is a technical issue, it
is possible to convert time series under the old framework into risk exposure
amounts. As outlined above, capital requirements under the old CBD framework
were calculated as 8% of risk-weighted assets (Pillar 1 capital requirement).
Therefore the time series of capital requirements have been converted into risk
exposure amounts by multiplying data on capital requirements by 12.5.

Chart 1
Total capital requirements and risk exposure amounts of EU countries

(EUR billions)
60 1 700 - -
Total capital requirements ‘ Total risk exposure amount
50 600 -
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\_’\ 200 - \____\/
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Source: ECB. Data represent the whole banking sector (domestic banks plus foreign subsidiaries and branches). 2014 data are not
available for UK, therefore UK is not included in the chart.

Some further details on exposure classes (e.g. small and medium sized enterprises)
were also included, as well as the new requirements on credit value adjustments and
large exposures in the trading book. Chart 1 shows total risk exposures amounts.

The asset quality section of the template was rather arduous to map. Asset quality
is a key part of macroprudential analysis and the assessment of systemic risk and is
at the core of users’ needs. In the previous CBD framework this section suffered
from limitations due to reliance on (unharmonised) national definitions, lack of
comparability and uneven coverage. There was a clear trade-off between moving
towards new harmonised definitions and keeping the continuity of existing time
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series. The drawback of limited data availability in jurisdictions where a relevant part
of the banking system is not (yet) covered by FINREP had to be taken into account
as well. In the end, after weighting the pros and cons, it was decided to move
towards the new harmonised definitions. A new asset quality section based on the
new harmonised EBA definition of non-performing exposures® was introduced in the
template to replace the existing one. This allowed comparability across EU countries,
even at the price of breaking with the historical time series. However, a few items
from the previous reporting scheme were retained, although changes in definitions
led to breaks in the series anyway. For example, the change in non-performing debt
instruments’ as a percentage of total debt instruments is shown below. Data may
vary significantly from 2013 to 2014, as a consequence of the change in the
definition of non-performing exposures.

Chart 2 shows non-performing debt instruments as a percentage of total debt
instruments; data for end-2013 are derived from the old CBD data model, while end-
2014 data come from the revised one. Chart 3 shows the non-performing debt
instruments as a percentage of total debt instruments by bank size. Again, end-2014
data refer to the revised CBD while earlier values are calculated from the previous
data model. The EBA defines non-performing exposures as material exposures
which are more than 90 days past-due or where the debtor is assessed as unlikely to
pay its credit obligations in full without realisation of collateral, regardless of the
existence of any past-due amount or the number of days past due. This means non-
performing exposures also include defaulted and impaired exposures. Therefore
implementation of the EBA definition should in general lead to an increase in the
non-performing exposures ratio. However, due to other factors (such as the general
trend in the amount of debt instruments, write-offs, etc.) it is not straightforward to
guantify the exact impact of this shift in definition on the data.

6 http://www.eba.europa.eu/regulation-and-policy/supervisory-reporting/draft-implementing-technical-
standard-on-supervisory-reporting-forbearance-and-non-performing-exposures

7 Debt instruments consist of debt securities and loans and advances.
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2.2

Chart 2
Non-performing debt instruments as a percentage of total debt instruments
— by country (end-2013 and end-2014)
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Source: ECB. Data represent the whole banking sector (domestic banks plus foreign subsidiaries and branches).

Chart 3
Non-performing debt instruments as a percentage of total debt instruments
— euro area historical trend broken down by bank size

(percentages)

= all
large
== medium

2008 2009 2010 2011 2012 2013 2014

Source: ECB. Data represent the whole domestic population of EA banks and sector size breakdown.

New user requirements and choosing between COREP
and FINREP

Changes in the financial world and real economy since 2008 are also driving user
requirements. With an increased international role for macroprudential policy and the
introduction of EA-wide supervision (the SSM), there is an increasing need for
comparable and harmonised data across countries and banks. Furthermore, the new
regulation means there are now new or changed definitions in several areas crucial
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for analysing systemic risk: liquidity indicators like the liquidity coverage ratio (LCR),
the net stable funding ratio (NSFR), asset encumbrance, asset forbearance and the
new definitions of capital, to mention but a few. Therefore, while the mapping of the
old CBD into the Implementing Technical Standards provided the initial core set of
data points for the revised template, this was then supplemented with further data
points that became available when the Implementing Technical Standards came into
force and were deemed useful, after having weighed the cost of compilation. As a
matter of fact the Implementing Technical Standards were the only data sources
used to address new data requirements; since the objective was an internally
consistent and robust database, no other data sources were explored (apart from the
case of those institutions for which Implementing Technical Standards are not
available, e.g. NON-FINREP reporters).

In order to achieve the highest harmonisation possible, COREP templates were
given priority over FINREP ones whenever possible. While COREP templates have
to be applied by all EU banks and banking groups uniformly, FINREP templates
differentiate between IFRS banks and banks applying national accounting standards
(GAAP-FINREP) and do not have to be reported by all institutions (e.g. non-
consolidating credit institutions do not report based on FINREP). However, as
outlined below, in some cases the necessary information is provided only in FINREP
templates. In such cases it is obviously the FINREP template that is used to gather
the data.

This is particularly relevant for the profit and loss, balance sheet and asset quality
templates (financial information templates), which are treated below.

The template for the data points used to build liquidity indicators is an example of
the preference for the COREP templates rather than the FINREP ones. Six liquidity
indicators were ultimately selected by the TF CBD to be inserted in the new CBD
(liquidity analysis was a rather weak area for the old one). Four liquidity indicators
were then added following a survey of user needs; all are calculated from COREP
templates (C 51.00, C 60.00 and C 61.00) in order to have them harmonised and
available for the whole reporting population. Two of them came directly from the
mapping exercise and are built starting from FINREP templates (F 01.01); these
were retained in the new CBD to ensure continuity.

Although the COREP templates cover all banks, aggregation issues can still arise.
The new geographical concentration template (using COREP templates C 09.01,
C 09.02 and C 15.00) provides a good example of the problems of moving from the
micro to the macro level. The final template is not broken down by exposure class
because of the difficulties in mapping standardised approach (SA) and internal
ratings-based (IRB) exposure classes, as the definitions are not exactly the same®.

8 For both the standardised (C 09.01) and IRB (C 09.02) approach there is a breakdown by exposure
class in the COREP templates, i.e. a breakdown of exposures to central governments, institutions,
corporates, retail, etc. However, the definitions of these classes are not exactly the same under the
standardised and IRB approaches, nor is a breakdown available for template C 15.00. Providing only
aggregated exposures (country by country) without distinguishing between corporate, retail, etc.
overcomes the problem of comparability of definition and also makes it possible to link C 09.01 and
C 09.02 with C 15.00.
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2.3

Hence, only total exposures are reported, as exposure classes provide valuable
information even at the highest level of aggregation. Another key issue was the
coverage of the foreign (non-domestic) exposure information provided by the
COREP templates (C 09.01 and C 09.02). Only banks with more than 10% foreign
exposures in their total report geographical breakdown according to the
Implementing Technical Standards. Evaluating competing options to bridge this gap,
it was in the end decided to report the exposures of all banks under this threshold as
domestic (i.e. exposures in the country where the headquarters of the bank are
located).

The CBD template for data on concentration risk is another case where,
notwithstanding the preference given to COREP templates, data filtered from
FINREP had to be used to cover some areas. FINREP data were necessary for
instance to gauge domestic and non-domestic activities using the geographical
breakdown of assets, liabilities and profit or loss by location of the activity (F 20.01, F
20.02 and F 20.03).

The information for counterparty sector concentration is also based on the FINREP
breakdown of loans and advances by six sectors of counterparty (F 05.00), with a
breakdown by NACE codes (codes for the statistical classification of economic
activities) of loans and advances to non-financial corporations (F 06.00), a
breakdown of debt securities by five sectors of counterparty (F 04.01 — F 04.09), and
a breakdown of equity instruments by three sectors of counterparty (F 04.01 — F
04.03 and F04.06 — F 04.08). These data cover only FINREP reporters and are
complemented by a smaller amount of information collected from non-FINREP banks
giving only simplified information on the breakdown of loans and advances (loans
and advances to general governments, central banks and credit institutions are
collected separately; those to other financial corporations, non-financial corporations
and households are grouped under “other”).

The template for funding concentration had to be derived from FINREP too

(F 08.01). Again, data covering only FINREP banks are complemented by a small
amount of information on retail and wholesale funding derived from COREP
templates (C 68.00) and thus covering the full sample of banks.

Finally, a few basic items on forbearance were included in the new CBD based on
the relevant FINREP template (F 19.00). In this case it was deemed that the
analytical value added provided by this information (missing in the old CBD)
outweighs the fact that data are not available for most non-FINREP banks.

Integrating non-FINREP reporters into the framework

A distinctive and key value added of CBD has always been the coverage of the
entire EU banking system and EU national banking systems. The previous CBD
framework, which was built starting from the CEBS FINREP and COREP, was
supplemented with information from other supervisory or statistical reports (or annual
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accounts) on a best efforts basis, in order to accommodate the whole banking
system.

In designing the new CBD, the conceptual issue of macro-level integration of micro
supervisory returns that differ in terms of accounting basis had to be tackled once
again.

While the Implementing Technical Standards stipulate that all banks in the EU must
submit the full COREP templates, there are still gaps in the coverage of FINREP
data, as some banks do not have to report FINREP (e.g. non-consolidating banks),
and there is also a distinction between banks applying IFRS (IFRS-FINREP) and
those applying national accounting standards (GAAP-FINREP). Since the entry into
force of the SSM in November 2014, the ECB and national supervisors have
developed a common approach for collecting supervisory reports from European
credit institutions.®

FINREP is only required for banks which compile consolidated accounts according to
IFRS or are required to do so by NCAs. Reporting frequency for n-GAAP banks is
also often not the same as in FINREP and tends to be lower. To overcome this, some
jurisdictions have made FINREP reporting compulsory for every bank. However,
looking ahead, even in the steady state!°, n-GAAP reporting banks and/or non-
consolidating banks will represent a non-trifling part of several national banking
systems. The extent to which this is the case varies; FINREP reporting extends to
the entire banking sector in a majority of jurisdictions, but in a few the share of total
assets held by non-consolidating banks and/or reported according to n-GAAP is (and
will be) non-negligible (see Chart 4).

9 See also the ECB Decision on Supervisory Reporting.

10 All SSM supervised entities will be required to compile data according to FINREP at least using a
simplified format by 2017 (see also https://www.bankingsupervision.europa.eu/ech/legal/pdf/oj_jol
2015_086_r_0004_en_txt.pdf). The non-SSM NCAs that still have banks reporting according to n-
GAAP do not currently any firm plans to extend FINREP (full or partial) to other institutions.
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Chart 4
Volume of total net assets - by country (end-2014)
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Source: ECB.

In order to have full coverage of the EU banking system and national ones, non-
FINREP reporting intermediaries have to be integrated within the overall CBD
reporting framework. This must be accomplished in a transparent way and be such
that overall aggregates can be compiled and key financial information items
reconciled across different class of reporters.

The enhanced CBD framework was constructed starting from the Implementing
Technical Standards requirements and complementing these with specific data items
for non-FINREP reporters from national reporting, annual accoun