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1

EATEEVMNET KRN R AL

37

1

Microprudential requirements

Pillar 2 guidance: amount needed
to ensure that banks can withstand
a severe but plausible shock without
dipping into minimum requirements.

Capital conservation buffer:
intended to absorb losses in going
concern and force capital retention
through automatic distribution
restrictions.

Pillar 2 requirements: also
absorbs losses in the event of
failure. Captures risks not (fully)
captured under Pillar 1.

Pillar 1 minimum requirements:
absorbs losses in the event of
failure, protecting creditors.

Requirements set as percentage of
risk-weighted assets.

GSIl/osll

— CCoB
- P2R

— Pillar 1

Macroprudential requirements

Countercyclical buffer: provides
the system with extra loss-
absorbing capacity to allow lending
to continue following a period of
excess credit growth.

Systemic risk buffer: flexible buffer
available to mitigate systemic or
macroprudential risks.

Global/other systemically
important institution buffers:
increase resilience commensurate
with the externalities posed by the
failure or distress of systemic banks.

MDA trigger
Set by the ECB

Primarily set by national
authorities (ECB may top up)

M combined buffer requirement
M Minimum requirements

36 M RBTECIESENEAEY , £CRRT , E—ERERN , BNEHEN FEERHEE M,
it EERECHENTFEIENARZRET. SRRRMRIT (20255 ) .
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37 B Ervin, D.W. (2017), “EH#KKIHEILITH" AHSSRN 3085649% .
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The assumption of a static balance sheet constitutes the most significant
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