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Background: high level of NPLs post crisis
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EUR 583.7bn of 2.7%

(EU, consolidated level)

(EU average)

NPL ratios and volumes (EUR bn) as of Q4 2019
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Backround: Council Action Plan to tackle NPLs in EU (July

2017)

* Comprehensive EU-wide package of policy measures aimed at reduction and prevention of

emergence of NPLs

* Actions required from the Commission, EBA, ESRB, ECB/SSM and Member States
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OUTLINE OF THE GUIDELINES
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INTERNAL CREDITWORTHINESS PRICING MONITORING
GOVERNANCE ASSESSMENT : . FRAMEWORK
Risk-based pricing

Credit decision-making Consumers, SME and Exposures and borrowers
Risk management and control corporates Regular credit review of
IT and data infrastructure Automated models corporate bormowers
Automated models IT and data infrastructure
and model govemance
FinTech

| |

LOAN ORIGINATION VALUATION OF COLLATERAL

PROCEDURES

Immovable and movable property

Automated models Initial valuation, re-valuation
Environmentally and monitoring

sustainable lending Requirements for valuers
ESG factors Advanced statistical models
AML/CFT
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GL on loan origination and monitoring: balance of

objectives

Prudent credit risk

taking and Consumer
management protectlon
Financial stability
For , creditworthiness assessment For , creditworthiness

helps to manage credit risk at the point of
loan origination and ensure that the
individual loans they grant, and the overall
credit portfolio, are within their risk
appetite and in line with credit and risk
policies that contribute to the overall
financial stability of the sector
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assessment focuses on assessing the source
of their ability to repay and helps to
understand if they will be able to repay the
loan considering all other financial
commitments. This is designed to prevent
borrowers from taking on loans that they
cannot afford and that will be detrimental
to their long-term financial well being



.Il EUROPEAN
.IJ BANKING
Il“ AUTHORITY

Implementation

Ensuring manageable and proportionate implementation of the guidelines
recognising current challenges

June June June June June
2020 2021 2022 2023 2024

Publication -

Application of the Guidelines to newly
originated loans

Application of the Guidelines to existing
loans that have been renegotiated

Application of full monitoring
requirements to the stock of existing loans

Two-year transition for the application
of the guidelines to the renegotiated loans
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References

* EBA Guidelines on loan origination and monitoring (https://eba.europa.eu/regulation-and-
policy/credit-risk/guidelines-on-loan-origination-and-monitoring)

* EBA Guidelines on management of non-performing and forborne exposures
(https://eba.europa.eu/regulation-and-policy/credit-risk/guidelines-on-management-of-non-
performing-and-forborne-exposures)

* EBA Guidelines on disclosure of non-performing and forborne exposures
(https://eba.europa.eu/regulation-and-policy/transparency-and-pillar-3/guidelines-on-
disclosure-of-non-performing-and-forborne-exposures)

* EBA NPL data templates (https://eba.europa.eu/-/eba-revises-standardised-npl-data-
templates)

 EBA Risk Dashboard (https://eba.europa.eu/risk-analysis-and-data/risk-dashboard)

* EBA NPL reports (https://eba.europa.eu/risk-analysis-and-data/eba-work-on-npls)
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