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• The discussion paper 
published on 4 November 
2016 applies to non-systemic 
and very small non-
interconnected firms.

• A new capital regime (the ‘K-
factor approach’) based on 
risks to customers, market 
liquidity and integrity, and 
the firm. 

• Three alternative approaches 
for setting the minimum 
liquidity requirements.  

• Approaches to concentration 
risk, consolidated 
supervision, governance and 
remuneration are other 
elements of the regime.

What’s new

• Lighter and proportional 
capital requirements based 
on seven K-factors with a 
possible uplift based on risks 
from on- and off-balance 
sheet assets. For very small 
non-interconnected firms - a 
simple approach based on 
fixed overhead requirement 
with the on-going initial 
capital requirement acting as 
a floor.

• Liquidity requirements based 
on either counterbalancing 
capacity (CC) or CC 
supplemented by liquid 
assets or liquid assets as a 
percentage of own funds.

What does 
this mean?

• Discussion closes on 2 
February 2017. The EBA will 
submit the design and 
calibration of the prudential 
regime to the EC by 30 June 
2017. 

• There is no indication of 
timeline. But, we could 
expect the EC to publish final 
rules by 2019.

Next steps

• Review the proposed capital 
and liquidity approaches and 
their impact on your capital 
adequacy, own funds and 
liquidity resources. 

• Evaluate the costs and 
benefits of the new regime –
will it address the risk profile 
of investment firms? Or, 
would an amended CRR 
regime be more suitable?

• Reply to the Discussion 
Paper/engage with the EBA 
on this.

What do firms 
need to do?
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