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Proposals for Regulatory Relief Measures 
 
VÖB Priorities: 

 
• MREL: Legally anchor the exclusion of passing-through promotional 

loans in the EU framework, in line with the treatment under the ex-ante 

contributions and the leverage ratio, in order to strengthen the promo-

tional infrastructure – particularly in a phase of high investment needs. 

• Level II/III regulation: Reduce the number and extent of Level II man-

dates and clearly steer the use of Level III instruments in order to ensure 

the primacy of Level I legislation, prevent de facto gold-plating and 

strengthen accountability, proportionality and legal certainty in the 

prudential framework. 

• CRR III / Basel III finalisation: Freeze the phase-in (output floor, credit 

conversion factors for commitments, equity exposures) and make per-

manent the relief in the calculation of the output floor (unrated corpo-

rates, residential real estate) in order to keep capital requirements at 

the current level. 

• Macroprudential regulation: Remove the systemic risk buffer and 

streamline the capital buffer framework in order to eliminate gold-plat-

ing and to increase the predictability and usability of capital buffers in 

stress periods. 

• Own funds: Maintain the existing capital structure (CET1, AT1, T2) for 

going-concern purposes in order to avoid significant competitive disad-

vantages compared to Basel, not to increase CET1 costs and to preserve 

flexibility in raising capital. This also applies with regard to the eligibility 

criteria for AT1 instruments. 

• Reporting and disclosure requirements: Reduce reporting and disclo-

sure requirements by at least 25%, introduce a clear materiality princi-

ple (in particular for resubmissions) and ensure a moratorium on addi-

tional requirements in order to lower operational burden, increase effi-

ciency and provide regulatory stability. 
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MREL: Legally anchor the exclusion of passing-through promotional loans in the EU framework, 

in line with the treatment under the ex-ante contributions and the leverage ratio. 

 
When determining the MREL, pass-through promotional loans are not exempted. This practice meets 

with considerable legal and promotional policy concerns. Promotional loans constitute an extremely 

important instrument for improving the long-term financing of the European Union's economy. They 

are granted for non-competitive purposes, on a non-profit basis, in support of public policy objectives 

of the EU or the central government or a regional or local authority of a Member State.  

The special nature of promotional loans has therefore been enshrined at the European level in several 

key EU banking regulations (examples: ex-ante contributions according to point f of Article 5(1) of Del-

egated Regulation (EU) 2015/63 and leverage ratio according to point e of Article 429a(1) Regulation 

(EU) No 575/2013 (CRR)). 

In this regard, we ask to legally anchor an exclusion of passing-through promotional loans in the MREL 

- analogous to the ex-ante contributions and leverage ratio - so that the pass-through function of the 

promotional business is not further penalized by regulation. Otherwise, there is a risk of shortage and 

increase in the cost of funding politically important projects - especially with a view to the green and 

digital transition. 

 

Level II/III regulation: Reduce the number and extent of Level II mandates and clearly steer the 

use of Level III instruments. 

 
Level II and Level III regulation poses a unique challenge for the European banking sector. The political 

framework is set out in basic legal acts from both the European Council and European Parliament (Level 

I). For technical specification, the European Commission adopts – if empowered by the basic act – del-

egated and implementing acts. The European Supervisory Authorities (ESAs) are usually given the man-

date to develop the content (Level II). Common standards are intended to promote uniform supervisory 

practices by the competent national authorities (Level III). 

In case of Level II-regulation, Standard setting is increasingly being shifted to the European Commission 

and ESAs. Legislative amendments between 2019 and 2024 alone resulted in a total of 430 Level II man-

dates within the remit of DG FISMA. These often contain strategically or politically significant content, 

a level of complexity or a degree of conservatism that exceeds their mandate at Level I or the purpose 

of such legal acts (cf. Articles 290 and 291 TFEU). The Commission often performs its supervisory role 

only formally (we appreciate recent moves towards a more critical stance on EBA drafts), while the EU 

Parliament and Council are barely able to take countermeasures due to the lack of a practical means to 

intervene (especially with ITS). In effect, this shifts the setting of standards to the ESAs without these 

extensions to their mandate being offset by appropriate parliamentary consultation or control pro-

cesses. At the same time, the regulatory framework is becoming increasingly cumbersome in both ap-

plication and revision. 
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Additionally, on Level III, we see an inflation of de facto binding, non-justiciable soft law. In aiming to 

achieve supervisory convergence (Articles 16 and 29 of the EBA Regulation; Article 6(5) of the SSM Reg-

ulation), the EBA and SSM Regulation grants the EBA and the ECB considerable leeway in shaping soft 

law. In practice, this leads to a colourful array of soft law instruments and a rapidly growing jungle of 

regulations. Soft law instruments are not subject to the formal legislative process, yet they have de facto 

normative effect. This legal ambiguity makes effective judicial controls difficult. 

Consequently, at Level II, a high level of detail coupled with conservative implementation practices 

leads to de facto gold plating. Whereas, at Level III, the abundance of de facto binding soft law creates 

regulatory instability and a lack of transparency. Excessive recourse to the Lamfalussy process creates 

a complexity specific to Europe, which means high implementation and adaptation costs for large in-

stitutions, and places excessive structural demands on smaller institutions. This complicated structure 

also poses challenges for the EU authorities and requires a considerable amount of coordination. 

Possible solutions include: 

 

• Stock-taking and assessment of existing Level II and Level III legal acts with regard to necessity, 

consistency and simplification potential. Only implement the outstanding EBA mandates that con-

tain urgently needed clarifications or simplifications. Short-term adjustments could be made by 

means of ‘no action letters’.  

• Return to the original purpose of the Lamfalussy process, i.e. reduce the number of Level II man-

dates (technical specifications) and more clearly define the Level III scope of action of the specialist 

authorities (supervisory convergence). The role and quality of public consultations should be 

strengthened in this context.  

• Increase accountability and balance in prudential rule-making and application. This includes, in 

particular, anchoring proportionality and competitiveness in the SSM and the mandates of the 

ESAs, expanding justiciability (Level III), extending the scope for appealing against SSM decisions 

and strengthening the Commission's powers of control as the guardian of the Treaties. 

• Limit to essential elements, strengthen parliamentary scrutiny and clearly delimit soft law in order 

to enhance accountability and balance and to return to clearly regulated Level I legislation. 

 

CRR III / Basel III finalisation: Freeze the phase-in (output floor, credit conversion factors for 

commitments, equity exposures) and make permanent the relief in the calculation of the output 

floor (unrated corporates, residential real estate).  

 
The impact of the new Basel regulations on banks' minimum capital requirements is mitigated in the 

EU by a series of transitional arrangements. Firstly, the higher capital requirements associated with cer-

tain Basel changes will be introduced gradually (i.e. "phased in"). This applies, in particular, to capital 

requirements for unconditionally cancellable commitments. The phasing-in of the output floor and the 

higher capital requirements for equity exposures, which were already provided for in the Basel stand-

ards, have been postponed by two years. 
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In addition, the negative effects of the output floor have been mitigated by further transitional arrange-

ments. These can be applied by banks that use internal models to calculate their minimum capital re-

quirements, e.g. for exposures to creditworthy corporates, for residential real estate or for securitisa-

tions. 

According to calculations by the European Banking Authority, both the phase-in of the output floor and 

the abolition of transitional arrangements would increase capital requirements for banks in the EU. 

However, during the phase-in period until 2030, the increase in capital requirements would remain rel-

atively moderate at around 1.4 per cent. The abolition of transitional arrangements would have a much 

stronger impact, leading to a further increase in capital requirements of around 4.3 percentage points 

by 2033. 

In order to prevent this increase in capital requirements, the phase-in arrangements should be "frozen" 

at their current level. Accordingly, the output floor should remain at 55% of the capital requirements 

under the supervisory standardised approaches. The transitional arrangements for the output floor 

should be granted to institutions on a permanent basis beyond 2032.  

A further increase in capital requirements resulting from the rising output floor could translate into 

higher lending costs or reduced credit availability. This effect would be particularly pronounced for 

long-term investment financing, infrastructure projects, innovative firms, and SMEs that rely heavily on 

bank financing in Europe’s bank-based financial system. 

In our view, it is particularly important to maintain the transitional arrangement for exposures to cor-

porates without an external credit rating. In many EU economies, a large share of companies — espe-

cially SMEs — do not have external ratings. Removing the transitional relief would significantly raise 

capital requirements for lending to these firms, thereby worsening financing conditions precisely for 

the segment most crucial for innovation, employment, and regional development. 

Furthermore, the EU banking sector must not be placed at a structural disadvantage in global compe-

tition. At present, there remains considerable uncertainty about how the Basel III output floor will ulti-

mately be implemented in the United States and the United Kingdom. In the United States in particular, 

policy discussions indicate a possible recalibration or delay of capital rules, reflecting concerns about 

credit supply and competitiveness. If the EU were to implement the output floor more strictly or more 

rapidly than other major jurisdictions, European banks could face higher capital costs than their inter-

national peers. This would weaken their position in global capital markets, reduce their ability to fi-

nance large cross-border projects, and potentially shift financial intermediation toward less regulated 

sectors. 

Lower capital requirements for banks using internal models remain justified because these institutions 

invest substantial resources in risk measurement and management systems that capture portfolio risks 

more accurately than standardised approaches. Concerns that internal models might artificially reduce 

capital requirements have been substantially addressed in recent years. In particular, the IRB repair 

programme of the European Banking Authority introduced highly detailed and harmonised minimum 

standards for estimating PD and LGD parameters. Moreover, the Targeted Review of Internal Models 
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(TRIM) and related supervisory guidance by the European Central Bank (EGIM) significantly tightened 

supervisory expectations regarding model validation, governance, and data quality. These initiatives 

have considerably reduced unwarranted model variability and strengthened comparability across 

banks.  

Evidence from the EBA’s benchmarking exercises under Article 78 CRD supports this conclusion: super-

visory analyses indicate that dispersion in risk-weighted assets across model banks has declined over 

recent cycles, and a growing share of remaining differences can be explained by underlying portfolio 

risk rather than modelling practices. While variability has not disappeared entirely, the reforms have 

demonstrably improved consistency and reliability of internal models. 

Given these developments, maintaining scope for risk-sensitive modelling is both economically effi-

cient and prudentially sound. An overly binding output floor would risk neutralising these improve-

ments and undermine incentives for advanced risk management. 

 

Macroprudential regulation: Remove the systemic risk buffer and streamline the capital buffer 

framework.  

 

The macroprudential framework has contributed to financial stability. However, the current capital 

buffer scheme is overly complex with too many buffers and overlapping objectives that create a risk of 

double counting. This complexity is further amplified by gold-plating by the EU and divergent imple-

mentation practices across member states. With the systemic risk buffer (SyRB) and the buffer for other 

systemically important institutions (O-SII), the variety and intensity of macroprudential tools in the EU 

is much greater than in other jurisdictions. The O-SII buffer is discretionary in the Basel framework and 

is not explicitly applied in the United States. Canada and Japan apply the buffer to just four institutions 

each, whereas more than 150 banks in the EU are subject to O-SII buffers. On top of that, the EU has 

introduced an additional SyRB, a form of gold-plating not observed in other major jurisdictions. The 

wide discretion in applying and calibrating these tools also leads to fragmentation, creating an uneven 

playing field within the single market. This can result in two banks with a similar O-SII score being re-

quired to hold significantly different levels of O-SII buffer.  

To avoid gold-plating and protect the single market, the SyRB should be removed and the requirements 

for setting O-SII buffers should be harmonised across member states. Furthermore, we advocate ensur-

ing the proportionate application of O-SII buffers in international comparisons and capping them at 

0,75% (i.e. lower than the G-SII buffer).  

Overall, the capital buffer scheme should be simplified, with greater flexibility introduced in the use of 

buffers. The capital conservation buffer (CCoB), the countercyclical buffer (CCyB) and the Pillar 2 re-

quirements (P2R) should be merged to form a single capital buffer that can be used in stress periods 

with an upper limit of 7.5%. This releasable buffer should take into account the institution-specific risks 

and adjustments to macroprudential requirements, including a positive neutral capital buffer rate of 

2.5%. We oppose the idea of introducing a positive neutral CCyB, as this would imply a general increase 

in capital requirements. 
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Own Funds: Maintain the existing capital structure (CET1, AT1 and T2) without tightening the eli-

gibility criteria.   

 

The ECB proposes improving the going-concern loss-absorbing capacity of own funds by adjusting the 

design or the role of Additional Tier 1 (AT1) and Tier 2 (T2) instruments and advocates no longer recog-

nising AT1 and T2 instruments for going-concern purposes, but only Common Equity Tier 1 (CET1), or 

alternatively tightening the eligibility criteria for AT1 instruments. 

The quality of own funds has been significantly improved under Basel III. Eligible instruments must 

meet strict requirements in terms of loss absorbency, subordination, permanence, and the flexibility of 

distributions. From a prudential perspective, there is no justification for questioning the current capital 

structure, particularly the role of AT1 instruments. Following the market turmoil of 2023, the Basel Com-

mittee on Banking Supervision came to the same conclusion. 

We strongly urge maintaining the existing capital structure. Removing AT1 and T2 from going-concern 

capital would constitute significant gold-plating compared to the Basel framework. In a worst-case sce-

nario, the minimum CET1 requirements would rise from 4.5% to 8%. This would significantly weaken 

the competitiveness of European institutions, reduce their return on equity, and deter investors. The 

current minimum CET1 requirements are sufficient to preserve financial stability. 

We also reject any tightening of the eligibility criteria for AT1 instruments, as this would deviate from 

international standards, leading to higher capital costs and thus to competitive disadvantages for Eu-

ropean institutions. Given the ownership structure of non-listed banks, the option to write down AT1 

instruments instead of converting them into CET1 must be maintained.    

 

Reporting and disclosure requirements: Reduce reporting and disclosure requirements by at 

least 25%, introduce a clear materiality principle (in particular for resubmissions) and ensure a 

moratorium on additional requirements.  

  
The extent and complexity of disclosure as well as supervisory and statistical reporting have increased 

significantly and have become a major cost driver for credit institutions. Current reporting frame-

works are often inefficient, with requirements that in some cases demand reporting to the nearest 

cent or resubmissions for EUR 10,000. Moreover, the detailed implementation of Level II measures fre-

quently translates very limited Level I provisions into multiple extensive reporting templates, adding 

considerable operational burden. 

To address these issues, disclosure and reporting requirements should be reduced by at least 25%, 

with supervisory authorities identifying which data points could be waived. At the same time, no addi-

tional reporting requirements should be introduced in the coming years in order to provide regulatory 

stability. Reporting and disclosure frequencies should also be reduced. A clear and meaningful materi-

ality principle should be introduced in supervisory and statistical reporting, particularly for resubmis-

sions. 
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Although the European Commission has announced a 25% reduction in reporting obligations, simplifi-

cation efforts have so far mainly focused on cross-sectoral external reporting. Bank-specific reporting 

has largely remained unaffected and should therefore be prioritised in future simplification initiatives. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
The Association of German Public Banks (Bundesverband Öffentlicher Banken Deutschlands, VÖB) is a leading association within the German banking sector. It 

represents the interests of 64 banks, including the Landesbanken (the head institutions of the German Savings Banks Finance Group), as well as the promotional and 

development banks owned by the Federal Republic of Germany or the individual German federal states. With total assets of some 3,200 billion euros, VÖB‘s member 

institutions cover approximately one quarter of the German banking market. Public-sector banks honour their responsibility towards SMEs, other enterprises, the 

public sector, and retail customers; they are deeply rooted in their respective home regions, all over Germany. With a 57 percent market share, ordinary VÖB member 

banks are market leaders in local authority financing; in addition, they provide some 22 percent of all corporate lending in Germany. In 2024, development and pro-

motional banks at federal and state level provided 60 billion euros in new development and promotional loans. VÖB is the only German banking association exercis-

ing the functions of an employer association for its member institutions: the Public-Sector Banks’ Employer Association (Tarifgemeinschaft Öffentlicher Banken), 

which comprises VÖB member institutions with a total of 65,000 employees (as at financial year 2024) and which performs collective bargaining duties.  

 

More information is available at www.voeb.de/en   
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Detailed proposals for reliefs:  

 
Structured by regulatory areas: 

• Capital requirements and related provisions (pp. 9-25) 

• Supervisory requirements and disclosure (pp. 26-31) 

• Processes (p. 32) 
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No deduction of software from 
CET1 (Art. 36 (1) (b) CRR) 

o Currently, software assets are de-

ducted from Common Equity Tier 1 

as intangible assets. 

o This deduction makes necessary 

investments in software less attrac-

tive and hampers the required digi-

talisation. 

o Delete the deduction of software 

assets from CET1. 

o Capital deduction of software ham-

pers digital transformation. 

o In the United States, software is 

generally not deducted from CET1. 
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Exclusion of on-lent pro-
motional loans from MREL 
in line with the EU bank 

levy (Art. 5 (1) (f) of Dele-
gated Regulation (EU) No 

2015/63) and the leverage 
ratio (Art. 429a (1) (e) CRR) 

 
 

 
 
 

 
 

 
 

 
 

 
 
 

 

 
 
 

 
 

 

 

 
 

 
  

o In setting MREL, resolution authori-

ties take into account on-lent pro-

motional loans within the – so far 

not legally defined – denominator 

Total Liabilities and Own Funds 

(TLOF). This practice raises signifi-

cant legal and promotional policy 

concerns. 

o In line with the EU bank levy (Art. 

5(1)(f) of Delegated Regulation (EU) 

No 2015/63) and the leverage ratio 

(Art. 429a(1)(e) CRR), on-lent pro-

motional loans should be ex-

cluded. 

o Two options are available: 

▪ Option A: Introduce a definition 

of the relevant MREL denomi-

nator (TLOF) in the definitions 

of the CRR, the BRRD or the 

SRM Regulation. 

▪ Option B: Introduce an exemp-

tion in the MREL framework in 

Art. 45 BRRD and Art. 12 SRM 

Regulation. 

o On-lending liabilities from promo-

tional loans are a purely technical 

pass-through item and, if included 

in the MREL determination, lead 

from a risk perspective to an unjus-

tified inflation of the institution’s 

size and thus to excessively high 

MREL. 

o Promotional loans constitute an 

extremely important instrument 

for improving the long-term financ-

ing of the European Union's econ-

omy. They are granted for non-

competitive purposes, on a non-

profit basis, in support of public 

policy objectives of the EU or the 

central government or a regional or 

local authority of a Member State.  

o The special nature of promotional 

loans has therefore been enshrined 

at the European level in several key 

EU banking regulations (examples: 

ex-ante contributions according to 

point f of Article 5(1) of Delegated 

Regulation (EU) 2015/63 and lever-

age ratio according to point e of Ar-

ticle 429a(1) Regulation (EU) No 

575/2013 (CRR)). 

o Without a corresponding exclusion, 

there is a risk of a reduction and in-

crease in the cost of funding for po-

litically important projects – 






























