The sustainable recovery of the European securitisation market is
widely believed to lie in the hands of policymakers. Vincent Nadeau

investigates whether a ‘regulation tsar’ could serve as a unifying
authority for the industry to facilitate this process.
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Then came EIOPA’s consultation paper on
its response to the European Commission’s
call for advice on the review of the securitisa-
tion prudential framework under Solvency 2, in
which EIOPA affirmed that it “considers that the
current framework is fit for purpose.” The paper
attempted to analyse recent performance of the
rules on capital requirements (for banks and (re)
insurance undertakings) and liquidity require-
ments (for banks) relative to the framework’s
original objective of contributing to the sound
revival of the EU securitisation market on a
prudent basis.

To suggest that both papers were met with
reservations by market participants would be a
euphemism. While for the former, the proposed
grandfathering for STS synthetic ABS and the
reduced flexibility for portfolios backed by both
corporate and SME loans have raised eyebrows
(SCI S August), the latter’s overall methodology
and approach to regulation was viewed as “absurd

beyond belief” (SCI 22 August).
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A morose sentiment is often expressed around
securitisation regulations, which tends to high-
light an apparent lack of political will. It also trig-
gers the question of what could bring momentum
and growth back to the securitisation market — at
least from a regulatory viewpoint. Within this
context and whispered at IMN'’s Global ABS
conference in June is the idea to appoint a regula-
tion tsar’ for the securitisation market.

“Ifaregulation tsar comes with clear momen-
tum and a political mandate, then I think it would
be a brilliant idea,” states Ian Bell, ceo of PCS.

onits behalf. If tsar’ is only a plaque on some-
one’s door, then frankly no,” observes Bell.
Another industry insider also highlights a
problematic hurdle in connection with the con-
cept and implementation of a regulatory kingpin.
“Tsars are despots and nobody can be a despot in
Europe,” he notes.
However, he highlights fundamental
issues within the current environment and
structure. He says: “There are two aspects to
regulation generally: what the law says and how it
is implemented.”

“IF A REGULATION TSAR COMES WITH
CLEAR MOMENTUM AND A POLITICAL
MANDATE, THEN | THINK IT WOULD BE A

BRILLIANT IDEA”

However, he immediately contextualises this
view by suggesting that the idea of a tsar remains
asecondary consideration. Rather, the primary
consideration is that the European Commission
has to take on seriously the need to promote a
healthy securitisation market.

“Securitisation shapes the financial architec-
ture of Europe and you get the feeling that regula-
tory measures necessary for a healthy market are
putin the ‘nice to have’ box. Securitisation is not
anice to have, but fundamental to the market and
it needs some real political capital to be expended

The first aspect needs clarification. “Every-
body understands and knows that the regula-
tion does not work. There are many grey areas
and nobody is willing to provide answers. The
second aspect is equally as difficult and I know
for a fact that national regulators have restricted
banks in terms of their ability to invest in ABS,”
he states.

Another recent example — albeit less polemi-
cal — which further highlights the apparent divide
between securitisation market participants and
regulators is the Autorité des marchés financiers’
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(AMF) recent investigation of STS practices by
French banks'. The report, published in August,
can be interpreted as a benchmark in terms of
the expectations of other national and EU-level
supervisors as to the standards for compliance
with the STS label.

The report identified significant shortcomings
in market practices relating to STS securitisa-
tions. Specifically, the AMF highlighted flaws
in the required due diligence performed by the
investment service providers in relation to the
relevant STS securitisations and, in particular,
the arrangements in relation to the granting,
monitoring and withdrawal of the STS label.

With so many disagreements and the appar-
ent need for structural reforms, it seems obvious
that a regulatory tsar would be a beneficial addi-
tion to the securitisation market as a whole. Alex
Campbell, partner at Fieldfisher, also conceptu-
ally supports this idea: “Securitisation is a very
specialised sector and some form of securitisa-
tion tsar would be very helpful. Given the size of
the market and the complex nature of the struc-
tures, such a figure would certainly help towards
more workable solutions and the implementation
of regulatory changes.”

One practical benefit of such a figure would be
to bringan end to the ‘silo effect’, which is often
expressed in connection with the securitisation
market as impacting discussions between all enti-
ties. One investor highlights this particular aspect:
“The problem is not just about the securitisation
regulation, because the way legislation tends to
be written is that you have a group of people that
focuses on each particular part of the legislation.
And where all those things touch upon securitisa-
tion, you don't necessarily have people that under-
stand securitisation and securitisation markets.”

SCI Premium Content: Euro ‘regulation tsar’

Reflecting on the UK context, Campbell
highlights the need for proper legitimacy: “They
would have to come from a leading financial insti-
tution or be a clear securitisation devising expert
and report directly to the Bank of England, as to
not be bulldozed like many other bodies.”

Yet, the investor expresses strong scepticism
as to the feasibility of such a role and such a figure
emerging. ‘I can see the upside from the market’s
perspective, but what is the upside from the Com-
mission’s perspective? Unless sorting out the
securitisation market is top of its list, [ don't see

¢SECURITISATION IS A VERY
SPECIALISED SECTOR AND SOME FORM
OF SECURITISATION TSAR WOULD BE

VERY HELPFUL?

The investor adds: “A nice way of solving that
issue would be to have someone whose job is to
be involved in all the different discussions. And it
sounds lovely.”

However, practical questions around where
such a figure would sit — as well as which qualities
could aid their nomination — would need to be
satisfied. “Presumably, it would have to be some-
one in the European Commission,” the investor
suggests. “They're the people that come up
with the ideas in the first place; they're in all the
conversations, they're part of the tripartite and
they spend their lives dealing with the likes of the
EBAs and banks of this world. Therefore, it seems
to me that this is where that person needs to sit,
as the Commission is involved in the legislation
from the ground up.”

the benefit to the Commission. I just cannot see it
happening, unfortunately.”

Nevertheless, the investor puts forward one
candidate that would fit the bill. /I can definitely
recommend someone: I would have Christian
Moor as my regulatory tsar. He truly understands
the market and was very, very open to having
discussions with everyone when he was at the
EBA [SCI 2S October 2021].%

SCI’s Premium Content offers regular in-depth
analysis of trends and developments across the
securitisation market, in addition to our usual news
output. To upgrade your subscription to access all
Premium Content for a year or for further information,
email ta@structuredcreditinvestor.com.

1. Between November 2021 and February 2022, the AMF investigated a sample group of five credit institutions authorised to provide investment services, comprising three ABCP sponsors, an
arranger of non-ABCP transactions and an originator of both ABCP and non-ABCP transactions. The relevant transactions were notified as STS during the period between 1January 2019 and 30
September 2021 and the number of STS transactions for the individual ISPs ranged from two to 101. Synthetic securitisations were excluded from the scope of the inspections.
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