New EBA RTS on CVA Risk of SFTs

What Banks Need to Know Now

On 29 October 2025, the European Banking Authority (EBA) published its final Regula-
tory Technical Standards (RTS) specifying how institutions must assess the materiality of
Credit Valuation Adjustment (CVA) risk stemming from securities financing transactions
(SFTs) measured at fair value: EBA/RTS/2025/07.

The RTS introduces a harmonized, quantitative test that determines when SFT-related
CVA risks must be included in capital requirements under Article 382 CRR.

Regulatory Background

Under CRR3, institutions are required to include CVA risk from SFTs in capital require-
ments when these risks are considered material. Until now, materiality assessments relied
heavily on supervisory judgement, which often resulted in SFTs being excluded from CVA
calculations due to the absence of a clear standard.

The new RTS (issued under Article 382(6) CRR) sets out binding criteria, conditions, and
the frequency for carrying out materiality assessments. Only SFTs measured at fair value
under the relevant accounting framework of the institution fall within scope. SFTs that
qualify for existing CVA exemptions (Article 382(3) and (4) CRR) generally remain out of
scope unless institutions apply them voluntarily.

Key changes

The RTS introduces a quantitative approach to determine whether SFT-related CVA risk is
material:

1. Single materiality threshold of 5%

2. Mandatory quarterly assessment (aligned with COREP dates)

3. Materiality solely based on CVA capital requirements (e.g., not exposures)
4. Assessment applies per reporting date, no multi-period breach requirement
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. Institutions must maintain transparent documentation and governance

These changes increase comparability across institutions and eliminate prior ambiguity
in supervisory expectations.
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The Materiality Test

The RTS mandates a simple and transparent ratio comparing CVA capital requirements with and without fair-value SFTs:

where:

a-b a: total own funds requirements for CVA risk including fair-valued securities

Materiality Ratio = T financing transactions,

b: total own funds requirements for CVA risk excluding fair-valued securities
financing transactions.

Interpretation
» Above 5% -> CVA risk from fair-value SFTs is material -> must be included in the CVA capital charge

» 5% or below -> CVA risk from SFTs is not material -> no CVA charge required

Scope considerations

> Institutions should use the same CVA approach they are already authorised/required to use for CVA capital of derivatives,
i.e. Simplified approach, BA-CVA or SA-CVA. In the latter case, SFTs can be excluded from the calculation and BA-CVA applied
(see CRR Art. 382a(3)).

Only SFTs measured at fair value under the relevant accounting standard are included.

> Institutions with mixed accounting frameworks (e.g., IFRS group reporting vs. local GAAP at legal entity level) may derive different
SFT populations for materiality assessment.

How we can support you

We offer efficient and flexible calculation capabilities for both BA-CVA and SA-CVA, enabling capital requirement assessments, scena-
rio analyses, and dry-run calculations for the new RTS without requiring changes to your existing systems. This allows institutions to
determine potential impacts, assess materiality, and understand capital effects quickly and reliably.

In addition to the calculations, we support you across the full implementation of the RTS requirements. This includes the materiality
assessment itself, the analysis of fair-value SFT populations, and the integration of the results into your reporting, control and governance
processes. With experience from numerous CVA and CCR projects, we help you implement the new rules in a pragmatic and reliable way.

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be
relied upon to cover specific situations and you should not act, or refrain from acting, upon the information contained therein without obtaining specific
professional advice. Please contact BDO AG to discuss these matters in the context of your particular circumstances. BDO, its partners, employees
and agents do not accept or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance
on the information in this publication or for any decision based on it.
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