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For decades, the Basel framework was
primarily concerned with risks that originated
within the traditional balance sheet of a bank.
Credit risk, market risk, liquidity risk, capital
adequacy, large exposures, and prudential
supervision occupied the center of regulatory
attention. Information technology existed in the background. It was undoubtedly
important, but it was not a primary concern.

The publication by the Basel Committee on Banking Supervision of its report on
Information and Communication Technology (ICT) Risk Management (below) is
an important development. It reflects a broader transformation in the banking
sector. Modern banks are increasingly technology dependent institutions that
provide financial services through complex digital ecosystems.

Payment systems, customer onboarding, lending platforms, treasury operations,
liquidity management, trading activities, regulatory reporting, anti money
laundering controls, fraud detection mechanisms, and risk management
processes all rely on interconnected technology infrastructures. A disruption
affecting critical technology systems can rapidly become a disruption affecting
banking operations themselves. The distinction between operational continuity
and technological continuity has become increasingly difficult to maintain.

Historically, prudential regulation focused on the consequences of financial stress.
The global financial crisis demonstrated the importance of capital and liquidity
buffers in absorbing economic shocks. However, the years that followed revealed
another reality. A bank may possess strong capital ratios, substantial liquidity
reserves, and sound credit portfolios, yet still experience severe operational
disruption if critical technology systems fail. Operational resilience has therefore
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emerged as an important objective alongside financial resilience. Supervisors
increasingly ask whether a bank can continue delivering critical services when
technology dependent operations are disrupted.

Discussions regarding technology risk frequently focus on cyberattacks, nation
state actors, ransomware groups, or malicious insiders. Those threats remain
significant. However, experience has demonstrated that operational disruption
may also arise from software defects, failed upgrades, configuration errors,
infrastructure failures, data corruption, cloud service interruptions, third party
outages, and other non malicious events. The consequences for critical banking
services may be identical regardless of whether the disruption originates from
hostile activity or operational failure. From a resilience perspective, customers are
affected by the outage rather than the motivation behind it.

The report reflects a growing recognition that technology risk has evolved beyond
the traditional boundaries of information security. Information security remains
important, but resilience requires a broader perspective. Governance structures,
risk appetite frameworks, dependency mapping, third party oversight, incident
management, recovery capabilities, testing methodologies, and operational
decision making become equally important components of resilience.

Historically, boards of directors frequently delegated technology matters to
specialists. Information technology was often perceived as a technical domain
requiring technical expertise. Contemporary supervisory expectations are moving
in a different direction. Technology resilience is increasingly viewed as a
board-level responsibility, because failures in technology environments may
directly affect safety, soundness, continuity of critical operations, regulatory
compliance, and ultimately financial stability itself. As technology becomes
integrated into every significant banking process, oversight of technology
resilience becomes inseparable from oversight of the institution as a whole.

The timing of the Basel Committee's report is also noteworthy. Around the world,
regulators are devoting increasing attention to operational resilience. The
European Union has adopted extensive requirements relating to ICT risk
management through the Digital Operational Resilience Act (DORA). Supervisory
authorities increasingly conduct technology-focused reviews, resilience
assessments, and testing exercises.

Third-party service providers, cloud concentration, operational
interdependencies, and digital supply chains have become subjects of regulatory
concern. The Basel Committee's work is part of a broader international trend
where resilience is becoming a core component of prudential supervision.
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Basel Committee on Banking Supervision

Information and communication technology (ICT) risk management: range of
practices, June 2026

<SBIS
Executive summary

Information and communication technology (ICT) risk management is a key
component of operational risk management, playing a vital role in supporting the
broader goal of achieving operational resilience.

Banks’ operational resilience to ICT incidents has become increasingly important
in an evolving and digitalised technology landscape, particularly to mitigate the
prevalence and impact of ICT incidents.

In line with this, the Basel Committee undertook an analysis of global practices
and developments in ICT risk management as part of its 2025—26 work
programme.

This report describes a range of observed ICT risk management practices across
jurisdictions worldwide relevant to addressing non-malicious ICT incidents in
global systemically important banks (GSIBs), domestic systemically important
banks (D-SIBs) and other banks of interest (eg digital-only banks) that affect the
delivery of critical operations.

In preparing this range of practices report, the BCBS relied on input from its
member jurisdictions, including selected case studies, and industry engagement.
In addition, relevant regulatory and supervisory approaches from banking
authorities were reviewed. Overall, 16 jurisdictions participated in the survey.

The five most frequently reported ICT risk management practices across surveyed jurisdictions
include:

ICT change management: to manage the risks arising from changes to ICT systems and
infrastructure

Third-party risk management: to manage the ICT risks arising from using and reliance on third-
party services

ICT continuity testing: to maintain the banks’ ICT business continuity and test the effectiveness
and robustness of their business continuity and disaster recovery measures

ICT incident and problem management: to ensure effective incident response, containment,
root cause identification and remediation

ICT project management and system development: to implement ICT systems to meet
business requirements and to achieve the necessary quality, reliability and security assurance.
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Graph 1: Most frequently reported root causes associated with reported non-malicious
ICT incidents
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Source: Information and communication technology risk management survey.

Box 3: Insight gained from industry outreach — novel approaches and use of Al and
open source technologies

At the industry outreach, participating institutions noted that existing open source technologies are gaining traction
as a means to reduce dependency on proprietary third-party solutions, but also come with potential risks. In general,
open source software can provide greater transparency than proprietary software, provided banks have processes for
code review and remediation of software defects, among others. Newer technologies such as automated rollback
mechanisms and active recovery strategies are also being explored to minimise system disruptions. Panellists stressed
the importance of balancing innovation with risk management to ensure resilience. Business process workarounds
complementing technical measures and contingencies should also be considered as a means to build resilience and
minimise customer impact in the event that ICT systems are disrupted.

Based on the industry outreach, Al/ML solutions are playing an increasingly important role in ICT risk
management. These tools are being embedded by the represented institutions into risk management practices to
proactively identify issues, predict potential failures and improve response times. For example, Al tools are used to scan
for changes likely to cause disruptions, enabling proactive mitigation. Specific applications noted by the represented
institutions include: (i) enhancing software development productivity through tools such as Al-powered coding
assistants; (i) detecting software defects with increased coverage; (iii) improving test coverage by identifying blind
spots in testing; (iv) enhancing observability across production environments; and (v) seeking to develop predictive
capabilities for potential change failures. Al-driven tools can provide real-time insights to support better decision-
making. While Al has promising results in automation, panellists emphasised the need for human oversight to ensure
accountability.

To learn more: https://www.bis.org/bcbs/publ/d611.pdf
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Central bank Governors appointed to lead BIS Board and key groups

A\ VY 4
> BIS Board of Directors elects Fabio Panetta, Governor of the Bank of Italy,

as its new Chair

» Gabriel Galipolo, Governor of the Central Bank of Brazil, is appointed
Chair of the meeting of Governors of major emerging market economies

» Michele Bullock, Governor of the Reserve Bank of Australia, is appointed
Chair of the Asian Consultative Council

» Kazuo Ueda, Governor of the Bank of Japan, is appointed Chair of the
Committee on the Global Financial System

The Board of Directors of the Bank for International Settlements (BIS) has elected
Fabio Panetta, Governor of the Bank of Italy, as its new Chair.

Mr Panetta will serve a three-year term, starting 3 June, as Chair of the Board,
which is responsible for determining the strategic and policy direction of the BIS,
supervising its Management and fulfilling the specific tasks given to it by the
Bank's Statutes.

He will succeed Francois Villeroy de Galhau, Governor of the Bank of France, who
previously announced his decision to leave the Bank of France and will step down
as Chair on 2 June.

Central bank Governors also announced a number of other appointments to lead
key groups at the BIS, which has a mandate to support global monetary and
financial stability and acts as a hub for central banks and other financial
regulatory and supervisory authorities across the globe.

Gabriel Galipolo, Governor of the Central Bank of Brazil, was appointed Chair of
the meeting of Governors of major emerging market economies (EMEs), a venue
for the exchange of views on macroeconomic and financial developments and

risks and on other relevant matters in EMEs. Mr Galipolo will replace Eddie Yue,
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Chief Executive of the Hong Kong Monetary Authority. He starts a three-year
term on 1 September.

Michele Bullock, Governor of the Reserve Bank of Australia, was appointed Chair
of the Asian Consultative Council, a vehicle for communication and coordination
between BIS members in the Asia-Pacific and the BIS on matters of interest and
concern to the Asian central banking community. Ms Bullock replaces Nguyen Thi
Hong, former Governor of the State Bank of Vietnam, for a two-year term starting
11 May.

Kazuo Ueda, Governor of the Bank of Japan, was appointed Chair of the
Committee on the Global Financial System, a central bank forum for monitoring
financial sector developments and analysing their implications for financial
stability and central bank policy. He replaces Chang Yong Rhee, former Governor
of the Bank of Korea, for a three-year term starting 12 May.

Committee on the Global Financial System - Overview

The Committee on the Global Financial System (CGFS) monitors financial sector
developments and analyses their implications for financial stability and central bank

policy.
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CGFS activities
Governors expressed their gratitude to Mr Villeroy de Galhau, Mr Yue, Ms Hong,

and Mr Rhee for their leadership and wished Mr Panetta, Mr Galipolo, Ms
Bullock, and Mr Ueda every success in their new roles.

CGFS mandate

To learn more:
https://www.bis.org/press/p260512.htm
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Project Agora - A shared programmable platform for wholesale
cross-border payments

FN Innovation
\ YV 4 B | S Hub
Executive summary

Project Agora — Greek for “marketplace” — is a public-private collaboration
convened by the Bank for International Settlements (BIS) and the Institute of
International Finance (IIF) to explore how tokenisation and programmability can
enhance wholesale cross-border payments.

Cross-border payments today are burdened by structural inefficiencies that make
them slow, costly and opaque.

Complex, sequential processes and networks delay transactions, increase costs,
limit end-to-end visibility and silo liquidity — complicating cash and treasury
management.

Together, these frictions weigh on global trade and financial activity, constraining
innovation and growth.

Wholesale cross-border payments today and in Project Agora
Benefits of the Project Agora platform Figure 1

How it's done today How it’s done in the Project Agora prototype
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Unlike the current sequential approach to cross-border payments, the Project Agora prototype brings forward the alignment of
payment-related information to enable atomic settlement.

Source: Project Agora.

Over the past two years, Project Agora has tested the hypothesis that a
multi-currency settlement mechanism that leverages tokenisation and
programmability could mitigate these inefficiencies and frictions, making
wholesale cross-border payments safer, faster and more transparent.

By tokenising central bank reserves and commercial bank deposits, Project Agora
sought to enable secure, verifiable cross-border transactions while preserving the
safety, trust and reliability of the existing banking system.
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This type of solution could also unlock new capabilities, including conditional and
always-on wholesale cross-border payments.

To explore these concepts, the BIS and the IIF established a collaboration unique
in scale and design, bringing together seven central banks and more than 40
regulated financial institutions.

The resulting prototype preserves correspondent banking as the backbone of
global payments while applying new technology to enhance its performance.
Project Agora has delivered on its objectives.

The prototype demonstrates that a shared distributed ledger technology (DLT)
platform can support safe settlement in a tokenised environment and address
long-standing challenges in wholesale cross-border payments.

This prototype and its successful testing lay the groundwork for next-generation
solutions.

Five-stage end-to-end payment life cycle Figure 6
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Source: Project Agora.

To learn more:
https://www.bis.org/publ/othp110.pdf

Basel iii Compliance Professionals Association (BiiiCPA)


https://www.bis.org/publ/othp110.pdf

Page |9
BIS Papers, No 172
Global pension asset allocations and debt markets

Ding Ding, Xiang Fang, Bryan Hardy and Karen Lewis, Monetary and Economic
Department, June 2026

<SBIS
Abstract

The pensions sector is an important investor group in global financial markets
and a key holder of government and corporate debt.

This paper examines the evolution of pension fund asset allocations around the
globe and documents important structural changes. Over time, pension investors
have shifted from fixed income securities to mutual fund shares.

In the meantime, they have also reallocated from traditional investments into
alternative investments.

Evidence from US pensions suggests that the decline in the fixed income share is
due to both private and public debt.

We hypothesise that a global decline in interest rates is one potential driver of this
change. Using a global sample, we document that declining local currency
government bond yields are associated with lower bond shares in pension
portfolios and higher shares of mutual fund and foreign assets.

We discuss the potential implications of these trends for borrowing costs.

1. Introduction

Government debt has rapidly expanded over the past several decades. This trend
was given an extra boost by the policy response to the Covid-19 pandemic, notably

in advanced economies (AEs).

Alongside the increase in government debt, the total size of fixed income
securities (including private debt) has significantly expanded worldwide.

In the meantime, there has been a shift in the financial system towards non-bank
financial intermediaries (NBFIs), who are also key investors in fixed income
markets (BIS (2025)).

As debt expands, the behaviour of investors becomes increasingly important to
borrowers (Fang et al (2025)). Similarly, the stability and returns provided by
debt holdings are of increasing importance to investors.

This paper focuses on one particular type of NBFI investor: pension investors.
Fixed income is a crucial asset class held by the pensions sector.

Basel iii Compliance Professionals Association (BiiiCPA)



Page |10

Pension fund direct and indirect bond exposure in advanced European
economies Graph 2
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The graph reports pension fund exposure to bonds through direct holdings and through mutual funds. The sample includes advanced
European economies with available breakdown data (Germany, Italy, Portugal and Switzerland) over the period 2008-23. Direct bond holdings
correspond to debt securities held outright by pension funds. Indirect bond exposure is calculated as pension fund holdings of mutual funds
multiplied by the reported bond share within those funds. Asset shares are expressed as a percentage of total pension fund assets.

Source: OECD Global Pension Statistics.

US state and local pension alternative asset allocation Graph 6
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This graph shows the evolution of alternative investment holdings of US state and local pension funds. Alternative assets include private
equity, real estate, hedge funds and other alternative investments. Asset shares are expressed as a percentage of total assets managed by the
pension funds.

Source: US Public Plans Database.

It provides pensions with stable returns and enables them to achieve their
risk-return trade-off and liquidity needs to meet performance benchmarks and
manage risks.

Conversely, the pensions sector is also an important investor in the fixed income
markets specifically. Moreover, pension investors are typically viewed as
long-duration, buy and hold investors whose relatively stable demand compared

with other investors exerts a stabilising influence on bond prices.
Basel iii Compliance Professionals Association (BiiiCPA)
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While the link between pensions and fixed income markets remains important in
both directions, the increasing scale of the fixed income market, the growth of
other NBFIs and other cyclical developments may have impacted this
relationship.

This paper documents the evolution of asset allocation in the pensions sector
worldwide, with particular attention to debt markets.

We use a number of different data sources around the globe to document the
pension fund portfolio reallocation noted above and cover three main groups of
countries: the United States, advanced European economies and emerging market
economies (EMEs). We take an international perspective and examine common
trends in portfolio allocation by pension investors around the world.

To learn more: https://www.bis.org/publ/bppdf/bispap172.pdf
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The quiet erosion of central bank independence
Isabel Schnabel, Member of the Executive Board of the ECB, at the Fifth Annual Charles
Goodhart Lecture

Central bank independence is at risk. That was the key message conveyed by
Jerome Powell at his final press conference, explicitly referring to the “legal
attacks” on the Federal Reserve. That a sitting Fed Chair felt compelled to make
such a statement publicly says something about the times we are in.

Political attacks on central bank independence are deeply disconcerting. They risk
doing lasting damage by sowing doubt about the institution's ability to act free of
political consideration, weakening the anchor underpinning long-term inflation
expectations.

What makes the current moment particularly concerning is that direct political

pressure is not arriving in isolation. It comes on top of structural forces that are
quietly eroding the conditions under which independent monetary policy is

effective.

&

EUROPEAN CENTRAL BANK

EUROSYSTEM

The quiet erosion
of central bank
independence

Isabel Schnabel
Member of the Executive Board
of the ECB

Two of these forces will be the focus of my remarks this evening,.

The first is the sustained increase in government debt to levels that risk creating a
tension between price stability and fiscal sustainability, giving rise to fiscal
dominance.

The second is the renewed momentum towards financial deregulation, which by
reducing the resilience of the financial system can create the conditions for
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financial dominance — the implicit need to prioritise financial stability over price
stability.

I will argue that preserving central bank independence rests not only on sound
legal foundations, but also on robust fiscal and regulatory frameworks that secure
both debt sustainability and financial stability, as well as on a clear commitment
by central banks to operate within the boundaries of their mandate.

Pre-pandemic disinflation eased pressure on central bank independence

The broad acknowledgement of the importance of central bank independence for
economic stability has been one of the most significant shifts in economic
governance over the past four decades.

By the turn of the millennium, independence had become the norm in advanced
economies and was spreading rapidly through the emerging world.

Its intellectual foundations were forged in response to the Great Inflation of the
1970s, which exposed the time inconsistency problem of monetary policy: even
well-intentioned policymakers are tempted to exploit short-term trade-offs,
leaving the economy with higher inflation and no lasting output gains.

The solution was institutional: monetary policy was to be de-politicised and
delegated to an independent authority — one that is deliberately more
inflation-averse, or “conservative”, than society at large — and it should be guided
by a clear, legally protected price stability mandate.

The legal implementation and practical application of this solution was far from
uniform, as differences emerged across countries regarding the design and extent
of central bank autonomy.

In this landscape, the ECB stands out as one of the most independent central
banks in the world. Its autonomy is uniquely fortified by an international treaty,
and its institutional strength is bolstered by a political culture that recognises the
importance of central bank credibility for economic stability.

The following decades vindicated this institutional solution in the euro area and
beyond.

Central bank independence helped anchor inflation expectations. Inflation fell
and stayed low across advanced economies (Slide 2, left-hand side). At the same
time, output and inflation volatility declined in what became known as the Great
Moderation (Slide 2, right-hand side).

The improvement in outcomes, however, was not down to better monetary
institutions alone. From a price stability perspective, macroeconomic conditions
in the period from 1990 to 2019 markedly diverged from those that had prevailed
before.
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Independent central banks contributed to lower and more stable inflation

GDP deflator GDP deflator volatility

(y-o-y percentage changes) (percentage changes over rolling 5-year windows)

us — taly —France —_—UK us —UK Italy France
30 r 0.10
0.08 |-
0.06 |
0.04

0.02 w

0.00 |

0 T T T T T T T T T T T T
1960 1968 1976 1984 1992 2000 2008 2016 2024 1960 1968 1976 1984 1992 2000 2008 2016 2024

Sources: Office for National Statistics, INSEE, Istituto Nazionale di Statistica, Bureau of Sources: Office for National Statistics, INSEE, Istituto Nazionale di Statistica, Bureau of
Economic Analysis and Haver Analytics. Economic Analysis and Haver Analytics.
Latest observation: 2025. Notes: Volatility is measured as the standard deviation of percentage changes in the

GDP deflator, computed over rolling 5-year windows.
Latest observation: 2024

From the 1990s onwards, rapid globalisation, and the growing role of China in
particular, expanded the global supply of labour and goods and intensified import
competition, generating persistent disinflation. In their attempt to control
inflation, central banks were largely pushing on an open door.

Maintaining price stability in such an environment did not test institutional
resolve in the way envisaged in the 1970s and 1980s. The challenge of the 2010s
was the opposite: to lift rather than restrain inflation.

That task also required resolve, but of a different kind, namely the willingness to
deploy unconventional and often controversial instruments — such as large-scale
asset purchases — to defend price stability from below.

Central banks tightened forcefully when inflation surged despite rising debt servicing costs
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Persistent disinflation also mitigated the tension between price stability and fiscal
sustainability, as historically low interest rates gave governments substantial
leeway (Slide 3).

Determined response to post-pandemic inflation surge established monetary
dominance

So, when inflation surged across the world in 2021, the key question was whether
independent central banks had the courage to tighten policy even when higher
interest rates could push the economy into renewed recession and worsen fiscal
metrics by raising debt servicing costs.

The verdict is clear: central banks acted decisively, reflecting what independence
was designed to deliver — the capacity to prioritise long-term price stability over
short-term economic and political gains.

This was true regardless of their concrete mandates as central banks with a dual
mandate also prioritised price stability when it came under threat.

A second question was whether the credibility central banks had earned over
previous decades could reduce the need for aggressive tightening — by anchoring
inflation expectations and preventing wage-price dynamics from spiralling.

The answer was reassuring.

In many countries, long-term inflation expectations remained broadly anchored,
reducing inflation persistence and thereby compressing the sacrifice ratio — the

output cost per unit of inflation reduction (Slide 4).

Anchored inflation expectations lowered the cost of disinflation after the pandemic
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The contrast with the 1970s is striking: back then, unanchored inflation
expectations turned a supply shock into a wage-price spiral, requiring a deep
recession to break it. This time, central bank credibility allowed for a soft landing.
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But the episode also revealed the challenges independent central banks can face
as the environment becomes more demanding.

In the summer of 2022, when markets sharply repriced monetary policy
expectations and started to move in a disorderly fashion, the ECB launched the
Transmission Protection Instrument (TPI) (Slide 5, left-hand side).

When uncertainty is elevated, self-reinforcing dynamics can emerge that disrupt
price discovery. In a currency union, markets are more vulnerable to such
dynamics, as country-specific risks may lead to fragmentation (Slide 5, right-hand
side).

The TPI was designed to address such vulnerabilities: countering unwarranted
and disorderly dynamics that impair market functioning and hinder the smooth
transmission of monetary policy.

To mitigate moral hazard, the TPI sets clear conditions for the purchases of
sovereign bonds, ensuring that the instrument is only used in countries that
pursue sound and sustainable fiscal and macroeconomic policies.

By reducing the risk of fragmentation, the announcement of the TPI created the
conditions for the ECB to increase rates to the extent needed to ensure price
stability, thereby shielding and reinforcing its independence.

The Bank of England's intervention in September 2022 served the same purpose:
to restore market functioning at times of sudden disruption without
compromising its monetary policy stance.

To learn more:
https://www.ecb.europa.eu/press/key/date/2026 /html/ecb.sp260507 1~dsaeqQ
88ece.en.html

Slides: https://www.bis.org/review/r260511l slides.pdf
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SEC Proposes Transformative Reforms to Help Public Companies Conduct
Registered Offerings and Simplify Reporting Requirements

U.S. Securities and
<) Exchange Commission

The Securities and Exchange Commission proposed amendments to its rules and
forms governing registered offerings that are designed to increase efficiency,
flexibility, and cost savings for public companies while maintaining robust
investor protections. The Commission also proposed rule amendments to simplify
its public company reporting framework and better calibrate disclosure
obligations with a company's size and maturity.

The United States’ dynamic public securities markets offer benefits to issuers and
investors alike. Issuers can raise capital through the public markets on more
favorable terms as compared to private markets, and investors benefit from the
increased transparency and liquidity provided by the public markets.

Compounding regulatory requirements over recent decades, however, have
corresponded with a decrease in the number of public companies. The proposed
amendments — together with the recently proposed optionality for semi-annual
interim reporting and other forthcoming rule proposals — represent important
steps toward incentivizing companies to go and stay public.

“Today, the Commission proposed two rulemakings that serve as the foundation
for my agenda to Make IPOs Great Again. These proposals build upon the
legislative and regulatory concepts that have proven successful in the past and
aim to extend that success to more companies — particularly small and mid-sized
companies — and incentivize them to go and stay public,” said SEC Chairman Paul
S. Atkins in a statement. “Today’s proposed rulemakings are among the first
important steps toward transforming the SEC’s regulatory framework for public
companies.”

Registered Offering Reform

The registered offering reform proposal, if adopted, would be the most significant
modernization of the registered offering framework in more than 20 years. Under
the proposal:

» A greater number of public companies would be able to conduct shelf
offerings, which allow quicker access to the public capital markets,
regardless of the company’s public float.

» More public companies would be able to utilize certain registration and
offering communication flexibilities that currently are reserved for
companies with a large public float defined as “well-known seasoned
issuers.”

> Broker-dealers would be able to provide research report coverage for a
greater number of public companies.
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> State securities law registration and qualification requirements would be

preempted for all registered offerings, which would mitigate the costs and
complexity of conducting a multi-state registered offering.

> Parity between certain Form N-2 filers and operating companies across
registration, offering, and communication provisions would be maintained,
and access to broad-based advertising for certain non-variable annuity
insurance products would be expanded.

» Other aspects of the registration process would be streamlined, such as the
ability to incorporate information by reference into Form S-1.

Filer Status and Emerging Growth Company Accommodations Reform

The proposed amendments would extend disclosure scaling and other
accommodations currently utilized by smaller or emerging companies to
approximately 81 percent of all current public companies. New public companies
would enjoy these accommodations for a minimum of five years. The smallest
public companies also would have additional time to file their annual and other
periodic reports.

» The proposed rule amendments notably would raise the threshold for a
public company to become a large accelerated filer from $700 million to $2
billion. A company would not become a large accelerated filer for at least
60 months following its IPO regardless of its public float, effectively
providing it an "TPO on-ramp" to stabilize and grow while benefiting from
disclosure scaling and other accommodations.

» All other public companies would be categorized as non-accelerated filers
and would benefit from nearly all disclosure scaling and other
accommodations currently available to smaller and emerging companies.
All non-accelerated filers would also be exempt from the requirement to
obtain an auditor's attestation on their internal control over financial
reporting.

» In addition, the proposed rules would establish a subcategory of small
non-accelerated filers that would receive an additional 30 days to file their
Form 10-K annual reports and an additional five days to file their Form
10-Q quarterly reports. This change is intended to meaningfully reduce the
reporting costs for this category of companies, which represent the
smallest 18 percent of public companies by assets.

The public comment period for both proposals will remain open for 60 days
following publication of the proposing releases in the Federal Register.

To learn more:
https://www.sec.gov/newsroom/press-releases/2026-46-sec-proposes-transfor
mative-reforms-help-public-companies-conduct-registered-offerings-simplify
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Policy Risks Have Changed
Governor Christopher J. Waller, at The Centre for Central Banking Guest Lecture,
Frankfurt, Germany

Thank you, Jens, and thank you to the European Central Bank for the opportunity
to speak to you today.

Like other central banks, the Federal Reserve is confronted with how to respond
to the effects of the conflict in the Middle East, which has constrained supplies
and raised prices for petroleum and other goods. While I am hopeful that the
conflict is on a path toward a peaceful resolution, it is unclear how long these
supply disruptions and their economic impact will last, and that has become one
of the biggest questions for the U.S. economy and the path of monetary policy.

What does this mean for the Fed's dual mandate? As I will explain, while I still
harbor concerns about the strength of the labor market in the United States,
because of the growing length of the conflict, I have become more concerned that
higher energy prices may have a lasting effect on inflation.

A year ago, when higher import tariffs raised goods prices, I still supported
reducing the Federal Open Market Committee's (FOMC) policy rate because of my
expectation that this one-time increase in prices would not have a lasting impact
on inflation. That appears to be the right call. And while I was initially hopeful
that the Middle East conflict would be quickly resolved and that the FOMC could
similarly look through the effects on prices, uncertainty over the conflict and how
the energy shock will spread to other prices led me to support a pause in rate cuts
at the FOMC's last meeting in April.

Over the past several weeks, data on the labor market and inflation have validated
this judgment. Recent jobs data show that the labor market appears to be
stabilizing and the unemployment rate is fairly low and stable. But higher energy
and commodity prices are pushing up headline inflation and prices for other
goods. Inflation is not headed in the right direction. Based on this recent data, I
would support removing the "easing bias" language in our policy statement to
make it clear that a rate cut is no more likely in the future than a rate increase.

That doesn't mean, however, that I think we should be considering rate increases
in the near future. While the labor market is on a more stable footing, it is not
booming, and with monetary policy still at a restrictive setting, raising the policy
rate could cause damage. The oil shock's effect on prices may dissipate soon, in
which case raising rates may only begin to bite after inflation has started coming
back down. But I can no longer rule out rate hikes further down the road if
inflation does not abate soon, and that is especially true if measures of inflation
expectations, some of which have risen lately, show signs of becoming

unanchored.
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With regard to future rate cuts, I am going to need to see improvement on
inflation or a significant deterioration in the labor market before I would consider
reducing the policy rate. So, on net, my current policy position is to hold rates
steady for the near term.

Today my focus is inflation, but let me start with the outlook for economic activity
and the labor market. Recent data indicate that gross domestic product has
continued to grow at a solid pace, boosted by torrid business investment related to
artificial intelligence (AI) and resilient consumer spending, despite higher prices
and related low readings in surveys of consumer sentiment.

Real GDP grew 2.1 percent in 2025, at a 2 percent rate in the first quarter, and my
estimate is that this is close to the pace in the second quarter. Retail sales grew 0.5
percent in April, in part because of a surge in spending at gasoline stations, but
spending also rose at other establishments, including restaurants and bars, a
discretionary category that suggests that consumers are still opening their wallets.

Higher prices are likely the reason that consumer sentiment has fallen to record
low levels, as registered in the Michigan Survey, but so far that hasn't been
reflected in a pullback in spending. It usually takes a little time for an energy price
shock to crimp consumer spending on other goods and services, and another
factor that may be delaying the response is the impact of higher federal income
tax refunds due to last year's legislation.

There are estimates that about 100 million households are seeing their tax bills
reduced modestly. But these refunds are concentrated among those of higher
income, so it isn't helping the lower-income households who have been feeling the
burden of higher gasoline prices over the past few months.

Overall, households are saving less, and the saving rate, which was high in the
wake of the pandemic, reached a four-year low of 3.6 percent in March. Spending
did fall in April at auto dealerships as well as furniture and clothing outlets and
department stores, and I will be watching carefully to see whether this persists.

Meanwhile, manufacturing production rose at a solid pace in April, and
investment in high-tech goods related to the Al buildout is continuing to be a big
factor driving GDP growth. I see no signs of this investment slowing down.

After worrying about a deterioration in the labor market through most of 2025,
recent data has indicated to me that labor supply and demand have finally come
into a rough balance. Hiring ticked up in March to its highest level in more than a
year, and job openings have been steady in recent months.

The unemployment rate in April held steady at 4.3 percent, close to my estimate
of its long-run level, and those of my FOMC colleagues. The economy created a
net 115,000 jobs in April and averaged 48,000 new jobs over the past three
months. That is historically a low level and, in the past, has been a sign of
weakness, but with labor force growth also near zero due to an aging population
and low net immigration, little or no job creation is now consistent with a stable
labor market. That said, the United States hasn't often experienced little or no
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growth in labor supply, and in the absence of historical experience, it is hard to
judge how employers may react now to a downturn in demand, were one to occur.

My concerns about employment were a big factor in my support for 75 basis
points of rate cuts in the second half of 2025, and I believe that this easing of
policy helped stabilize the labor market. Despite my lingering concerns going
forward, I don't see the prospect of a weakening labor market as the dominant
force that should be guiding monetary policy in the months ahead.

Instead, my focus is on inflation and the effects of the energy price shock caused
by the Middle East conflict. Last spring, inflation was close to the FOMC's 2
percent goal when another price shock, this time from import tariffs, threatened
to push inflation higher. I believed that the effects of tariffs on inflation would be
short-lived and that the FOMC should look through them in setting policy. And in
fact, Federal Reserve researchers have concluded that the effects on inflation at
this point are very small.

But we are now faced with a Middle East conflict that is pushing up inflation. This
time, the ultimate impact on inflation will depend on the length of the conflict,
how severely supplies are disrupted, and the pass-through of input costs to final
product prices. To me, the impact of these factors on inflation is more uncertain
than was the impact of tariffs.

To learn more:
https://www.federalreserve.gov/newsevents/speech /waller20260522a.htm
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Stress in global private credit markets and its implications for euro area financial
stability

Prepared by Katharina Cera, Daniel Dieckelmann, Kalin Nikolov, Glenn Schepens and
Oscar Schwartz Blicke

8

EUROPEAN CENTRAL BANK | EUROSYSTEM

Recent stress in parts of the US private credit market, including concerns about
exposures in the software sector and redemption pressure in semi-liquid vehicles,
has led to renewed focus on possible financial stability risks stemming from
private credit and the potential relevance of such risks for the euro area.

This special feature looks at the exposure of the euro area financial system to
private credit. Using available commercial, public and proprietary data, it finds
that euro area financial institutions appear to have limited direct exposure to
private credit. This makes it unlikely that private credit in isolation could be a
source of systemic financial instability at present.

However, insurance corporations and pension funds in particular could, in an
adverse scenario, face more material second-round revaluation losses from
broader spillovers to leveraged loans, high-yield bonds and equities.

Private credit could promote long-term growth by channelling funds from
long-term investors to innovative firms, thereby supporting the objectives of the
EU’s savings and investments union.

The market should nonetheless be monitored closely, especially in view of
worsening credit quality, possible expansion into retail-oriented structures and a
potential role of private credit in Al-related financing.

Reducing private credit’s opacity, addressing data gaps and working towards a
harmonised definition of private credit at a global level would avoid a potential
underestimation of direct exposures and enable risk to be assessed more
completely.

1 Current concerns in private credit markets

Private credit markets have come under scrutiny from investors and policymakers
over concerns about credit quality and concentrated exposures to the software
sector.

Since autumn 2025, several defaults linked to private credit markets — including
First Brands, an auto parts manufacturer, and Tricolor, a subprime auto lender —
have illustrated how weak underwriting standards and opacity can transmit losses
across parts of the financial industry.

While these incidents may partly involve fraud, they have drawn attention to the
ease with which firms can accumulate excessive leverage in this opaque industry.
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Chart D.1

Credit quality in euro area private credit markets has deteriorated, and a high
proportion of global private credit deals involves IT companies

a) Share of euro area firms with interest  b) Share of key sectors in global private
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Sources: ECB (AnaCredit), Moody’s, PitchBook, a Morningstar company, and ECB calculations.

Notes: Panel a: the interest coverage ratio is defined as EBITDA divided by interest expenses. Firms are included in
a funding category when they have outstanding debt of that type (i.e. the funding has been issued by the
observation date and has not yet matured). Where maturity dates are missing, they are imputed using the issue
date plus the median tenor of the respective funding category. Private credit refers to directly originated, non-
syndicated lending - typically involving non-bank institutional investors - including direct lending and mezzanine
financing. Leveraged loans are syndicated loans arranged by banks and distributed to institutional investors. High-
yield bonds are corporate bonds rated below investment grade. Panel b: B2B refers to business products and
services; B2C refers to consumer products and services. Only the “primary industry sector variable” from PitchBook
is used. The cited data in both panels have not been reviewed by PitchBook analysts and may be inconsistent with

PitchBook methodology.

In addition, the ability of private credit-backed firms in the euro area to service
interest payments from operating cash flows has deteriorated in recent years. This
trend can also be observed among firms funded through broader leveraged loan
and high-yield bond markets, while it is absent for firms relying on bank loans.
(Chart D.1, panel a).

Furthermore, investors have recently become concerned about the substantial
exposure of private credit to the software sector, the biggest subsector of the IT
industry (Chart D.1, panel b).

This is because substantial improvements in the capabilities of Al models have
triggered concerns that the technology could disrupt the business models of some

software firms.
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These developments are particularly illustrative of the interactions between credit
risk and market risk. They are relevant for the euro area not because direct
domestic exposures are large, but because euro area investors, borrowers and
asset managers are linked to global private credit markets.

Chart D.2

Sizeable redemption requests from US private credit funds weigh on equity
valuations of listed private market firms

a) Redemption requests from BDCs in the b) Stock prices of private market firms and

United States BDCs
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Sources: Company SEC filings, Bloomberg Finance L.P. and ECB calculations.

Notes: Panel a: data for a total of 26 non-traded BDCs that reported redemption requests in the periods shown.
Panel b: “Start of Middle East war” refers to 28 February 2026. Listed private equity firms headquartered in the EU
include EQT (Sweden), CVC (Luxembourg), Eurazeo (France), Antin Infrastructure Partners (France) and Sofina
(Belgium).

Concerns around credit quality and software-sector exposures have led to a wave
of redemption requests from semi-liquid private credit vehicles in the United
States. Semi-liquid private credit vehicles such as business development
companies (BDCs) have been hit by sizeable redemption requests since the
beginning of 2026 (Chart D.2, panel a).

While some funds have met investor requests in full, others have capped
redemptions at a specific share of fund assets, in line with contractual
agreements. These outflows illustrate how a deterioration in risk sentiment can
spur investors to withdraw their capital from funds offering redemptions at a
regular frequency, despite their portfolio holdings being less liquid.
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In addition, the outflows have triggered doubts among investors about the future
growth of private credit markets, which is reflected in a decline in the stock prices
of listed private market firms (Chart D.2, panel b). These companies’ income
depends on fund management fees, which are directly linked to private credit
fund assets.

The rest of this special feature is organised as follows. First, it gives an overview of
risks posed by private credit. It then goes on to discuss direct exposures of euro
area financial institutions and the potential losses from a simulated shock
stemming from private credit. The conclusion comprises an outlook and policy
considerations.

To learn more:
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/special /ht
ml/ecb.fsrart202605 04~3f2135afg1.en.html
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Supervision and Regulation
Vice Chair for Supervision Michelle W. Bowman, before the Committee on Financial
Services, U.S. House of Representatives, Washington, D.C.

Chairman Hill, Ranking Member Waters, and other Members of the Committee,
thank you for the opportunity to testify on the Federal Reserve's supervisory and
regulatory activities.

Today, my testimony will cover three areas—current banking conditions,
regulatory and supervisory reforms implemented since the Committee's last
prudential regulator hearing, and our path forward as we continue to promote the
safety, soundness, and stability of the U.S. financial system while supporting
economic growth.

Banking Conditions

I will begin by providing an update on banking conditions. The banking system
remains sound and resilient. Banks continue to report strong capital ratios and
significant liquidity buffers, which position them well to support economic
growth. The banking sector demonstrates strong health through sustained
lending growth and robust profitability. While delinquencies have increased
slightly in recent quarters, they remain within historical averages.

However, the financial services competitive landscape continues to evolve.
Non-bank financial institutions (NBFIs) are capturing a growing share of the
lending market, competing with or displacing traditional banks without facing
comparable regulatory standards.

Part of this growth in NBFI lending represents a "shift" in traditional banking
activities away from regulated banks to nonbanks. One example of this shift is the
migration of mortgage loan origination and servicing to the nonbank financial
sector.

Additionally, though bank lending to this sector has grown rapidly in recent years,
supervisory monitoring and Federal Reserve surveys show that banks have
tightened lending standards for NBFIs based on concerns about underwriting and
collateral quality.

The financial system continues to adapt to technological advances, including the
rapid evolution of artificial intelligence (AI) capabilities and the risks and benefits
of its use. Recent advances in frontier AI models have dramatically accelerated the
identification of cyber vulnerabilities across critical infrastructure, including the
banking system. While this enhanced detection capability offers opportunities to
strengthen cybersecurity defenses, it also identifies new vulnerabilities to

potential cyberattacks.
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The Federal Reserve is committed to supporting government-wide efforts to
enhance cybersecurity and working with banks as they navigate this complex
threat environment. Effectively managing these emerging cyber risks will require
ongoing collaboration between public and private entities, continuous monitoring
of Al developments, regular stakeholder communications, and agile regulatory
and supervisory frameworks that keep pace with rapid technological change.

Recent Developments

Since I last appeared before the Committee, we have made substantial progress to
modernize the regulatory and supervisory framework. Let me highlight a few of
these initiatives.

Community banking

The oversight of community banks remains a priority for the Federal Reserve.
These banks serve as critical sources of credit in their communities, providing
essential financial support to families, businesses, and the local economy. The
Federal Reserve's supervisory and regulatory framework must be appropriately
calibrated to support growth while maintaining safety and soundness.

The federal banking regulators also finalized reforms to the community bank
leverage ratio (CBLR) framework. A broader range of qualifying banks can now
use a simple leverage ratio to measure capital adequacy instead of the complex
risk-based capital framework.

This rule calibrates the CBLR consistent with the statute at 8 percent and extends
the grace period for banks to return to compliance from two to four quarters.
These changes ensure the simplified framework is accessible to more community
banks, and that it works as Congress intended.

Capital framework modernization

Beyond the CBLR, in March, the federal banking agencies published proposals to
modernize the U.S. regulatory capital framework. These proposals clarify
requirements, align them with actual risks, reduce overlaps and duplications, and
support the extension of credit to the U.S. economy while preserving strong
capital levels and safety and soundness.

The proposals modernize the capital framework for the largest banks as well as for
smaller, less complex banks. The proposals are calibrated using a bottom-up
review of each capital element, not by reverse-engineering capital requirements to
reach a predetermined outcome. These changes, together with earlier updates to
the enhanced supplementary leverage ratio and stress testing program, will allow
capital to flow more efficiently while maintaining strong prudential standards that
protect financial stability.

Importantly, the proposals encourage responsible mortgage lending in the
banking system by reducing disincentives for these activities. Since 2008, the
share of bank-originated mortgages has declined significantly—from about 60
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percent to around 35 percent in 2023. Over the same period, the share of
mortgage servicing conducted by banks declined 50 percent.

Because mortgage origination and servicing are a critical part of the customer
relationships that underpin the community bank business model, appropriately
calibrating risk weighting for these activities will encourage community banks to
return to providing these foundational services.

Supervision improvements

Turning to Federal Reserve supervision, we continue to advance risk-based
tailoring that matches oversight to each bank's size, complexity, business model,
and risk profile. This approach ensures that standards designed for the largest,
most complex firms are not inappropriately forced down to community and
regional banks.

Our supervision focuses on material risks to a bank's financial condition and its
overall strength. As part of this effort, staff conducted a comprehensive review of
all outstanding matters requiring attention (MRAs).

The findings revealed that many previous MRAs cited procedural or
documentation deficiencies rather than threats to safety and soundness. Others
applied best practices from the largest, most complex banks across institutions
with very different business models and risk profiles.

This approach diverted bank and examiner attention away from material financial
risks and inherently discouraged innovation. The outstanding MRA review
supports recalibrating our approach to prioritize what truly matters and apply
appropriately tailored expectations.

Under my leadership of the Federal Financial Institutions Examination Council,
the federal agencies and state bank regulators proposed long-overdue revisions to
the CAMELS rating framework, largely unchanged since 1979.

The revisions introduce clearer, more objective metrics for each component and
replace subjective management assessments with measurable factors. This
approach ensures ratings reflect a bank's overall safety and soundness rather than
isolated or process-driven deficiencies.

Innovation

Innovation is essential to meeting customer expectations, lowering costs,
enhancing services, and maintaining a dynamic banking industry that adapts to
the introduction of new technologies. This is especially important given the
intense competition banks face from nonbank financial institutions.

The Federal Reserve has prioritized open communication with banks to
understand innovation challenges and improve how regulators facilitate, oversee,
and support responsible innovation. Recently, the federal banking agencies
updated the capital treatment for "tokenized" securities, clarifying that the capital
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rule is technology neutral by providing identical capital treatment to similar,
non-tokenized assets.

The Federal Reserve also revised our model risk management guidance to adopt a
principles- and risk-based approach tailored to a bank's business model, risk
profile, size and operational complexity. Importantly, it also provides greater
flexibility for implementing new technologies. The Federal Reserve also replaced
an overly restrictive policy statement with one that encourages appropriate
adoption of innovation at Board-supervised banking organizations.

It is important that, going forward, we ensure that there is a path to responsible
innovation in the banking system, including in the use of Al.

The Path Forward

While substantial progress has been made, additional work remains. We are
currently working to ensure that thresholds throughout the regulatory and
supervisory frameworks are appropriately calibrated and updated over time to
reflect economic growth and inflation.

A variety of thresholds are used to tailor regulatory requirements and supervisory
expectations, establishing different standards based on bank size, complexity,
business model, and risk profile.

However, because thresholds used are not automatically adjusted for inflation or
economic growth, small, low-risk banks that simply grow with the economy cross
these thresholds and become subject to requirements designed for much larger,
more complex banks—contrary to the original intent of the regulations.

Consider Regulation O, which governs lending to bank insiders. Its thresholds
have not been updated in several decades and, while reasonable at the time they
were established, now discourage well-qualified local business leaders from
serving on community bank boards, limiting access to valuable expertise and
governance.

This and other thresholds are subject to a comprehensive review to ensure our
regulations remain aligned with their original intent and are appropriately
calibrated going forward. Approaches are also being considered to tailor the
mutual bank framework, preserving their unique ownership structure and
business model to reflect their lower risk profile and community focus.

Tailoring requirements meaningfully impacts banks of all sizes. For large banks,
stress testing remains a regulatory cornerstone. We are reviewing comments on
proposed changes to the stress test. The proposal increases transparency in how
these tests are conducted, enabling stakeholders to identify model weaknesses
and helping banks better plan capital needs across business lines.

Addressing payments fraud is another important initiative, but one that requires
coordination across the public and private sectors. No single agency or institution
can tackle this challenge alone—the threat is too complex and far reaching. We are
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actively pursuing public—private engagement on this issue and look forward to
sharing outcomes from these collaborative efforts.

The federal banking agencies are also working to develop regulations for
stablecoin issuers as required by the GENIUS Act. This statute presents a
significant opportunity to bring financial innovation into the regulated banking
system with appropriate safeguards. We are committed to a regulatory framework
that protects consumers, financial stability, and payment system integrity while
also enabling responsible innovation.

We are strengthening liquidity regulations to support banking system stability
and promote sound liquidity management. Our efforts focus on formally
recognizing discount window collateral in our liquidity regulations. This ensures
that banks can meet obligations under stress while maintaining the ability to
provide liquidity to customers and communities.

International Leadership

As Vice Chair for Supervision and Chair of the Standing Committee on
Supervisory and Regulatory Cooperation (SRC) of the Financial Stability Board
(FSB), I lead international efforts to modernize supervisory and regulatory
frameworks as the financial system evolves. We will release a report on
international modernization efforts for public comment later this year. Next week,
the FSB's SRC will publish a report on sound practices for financial institution use
of AL This will guide institutions in safely adopting and effectively using Al.

Conclusion

The initiatives I described today reflect a fundamental principle: appropriately
calibrating regulatory and supervisory requirements strengthens both financial
stability and economic growth. By tailoring requirements to actual risk, focusing
supervision on what truly matters, and integrating innovation into the regulatory
framework, the Federal Reserve is creating conditions for banks to thrive while
maintaining the robust safeguards the American people expect and deserve.
Thank you again for the opportunity to appear before you this morning. I look
forward to answering your questions.

To learn more:
https://www.federalreserve.gov/newsevents/testimony/bowman20260604a.ht
m
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2025 Report on quality and use of data

~ European Securities and Ma

rkets Authority

1. Executive summary

ESMA is publishing its sixth report on the quality and use of data. This

edition has further expanded the scope of the datasets covered to include
Prospectus reporting, Credit Rating agency reporting, CCP Supervisory
Reporting, Crowdfunding Reporting, DORA major ICT-related incident reporting,
reference data under MiFIR and the ESMA registers.

Also, the report structure has been streamlined for each regulatory data set. As
shown in this report and its previous editions, data quality and data use go hand
in hand and one supports the other in a virtuous manner.

In 2025, ESMA prioritised making the use of supervisory data more efficient
while reducing unnecessary reporting complexity for market participants.
Its work focused on simplifying regulatory reporting, improving the use of
supervisory data, and strengthening technological capabilities, with the
objective of ensuring proportional, clear, and effective regulatory processes.

Key initiatives included a comprehensive approach to simplification and burden
reduction, the launch of ESMA’s first Data Day to promote a “report once”

and data quality driven vision, and decisions to avoid changes to core MiFIR
reporting frameworks while a broader structural review is underway.

These actions demonstrated strong alignment with European Commission
initiatives and broad stakeholder support, laying the groundwork for more
coherent and streamlined reporting regimes.

At the same time, ESMA significantly advanced its digital and supervisory
capabilities. Generative Al moved from experimentation to operational use,
supporting internal productivity, supervisory analysis, and market abuse
detection through proof of concept projects developed with NCAs.

ESMA also established a SupTech Network of Experts to foster collaboration,
share tools, and avoid duplication across authorities, alongside expanding
automation in data quality and analytics exchanges to improve timeliness,
transparency, and consistency.

Together, these developments underscore ESMA’s commitment to modernising
data supervision, enhancing cooperation, and enabling more effective, technology
enabled oversight across EU financial markets.

Data continues to support the day-to-day activities of financial regulators,
and it remains essential for the achievement of the core mandates of
different authorities, namely investor protection, financial stability, orderly
markets, and market integrity. In this respect this report shows the main data
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quality developments and use cases. The following summary highlights key
developments of key regulatory datasets. EMIR reporting is extensively used

for day-to-day oversight, stress monitoring, compliance checks, crisis response,
and for shaping regulatory policy such as clearing thresholds, transparency
regimes, and benchmark supervision. Since the 2024 EMIR REFIT, data quality
has improved significantly across most indicators, while enforcement activity
and sanctions for reporting breaches declined in 2024.

Authorities rely on SFTR data to monitor secured funding markets, assess
interconnectedness between banks and nonbanks, analyse stress events, and
inform regulatory and macroprudential policy work. Data quality has improved
over 2025, particularly in lifecycle reconciliation, although matching challenges
persist, and no SFTRrelated sanctions were imposed in 2024.

MiFIR reporting is extensively used for market surveillance, retail risk
monitoring, market structure analysis, and regulatory reforms.

] 23 June 2025
ESMA launched a Call for Evidence to simplify financial transaction reporting

Goals

;)} + Reduce reporting burden while maintaining
supervisory oversight
+ Identifying cost drivers in reporting

Focus on the main EU reporting regimes under EMIR, MiFIR and SFTR

> Exploring two simplification options

] - Eliminate duplications stakeholders provided insights
into both pathways for

* "Report once’ principle streamlining reporting

Results

Significant engagement from participants, stakeholders expressed
clear support for ESMA's initiative and provided relevant feedback

] Publication of the final report in 2026

To learn more:
https://www.esma.europa.eu/press-news/esma-news/esmas-annual-data-report
-shows-increased-quality-wider-use-and-digital
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Report on Vulnerabilities in Private Credit

FINANCIAL
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Executive Summary

Private credit has expanded significantly, especially in the United States, the euro
area and the United Kingdom.

While definitions may vary, this report refers to private credit as nonbank direct
lending to medium-sized companies negotiated on a bilateral basis. Such total
private credit lending is estimated at between $1.5 trillion and $2 trillion (as at
the end of 2024).

The United States has the largest market, followed by the euro area and the
United Kingdom, all of which have seen the most growth globally. Growth in
private credit is driven by several factors.

These include changes to post-crisis bank regulation, borrower demand for (and
the ability of private lenders to offer) tailored financing solutions and fast
execution, as well as attractive yields and diversification opportunities for
investors.

Private credit can support economic activity by offering alternative credit
solutions to borrowers, though it also presents potential vulnerabilities. It can
provide financing to underserved sectors and more tailored credit solutions and
can help diversify lending across the financial system. Investment portfolios may
benefit from private credit allocations.

This report focuses on potential vulnerabilities around bank interlinkages and
lenders’ credit exposures, and highlights data challenges for effective monitoring.
Private credit remains untested to a prolonged economic downturn and so
warrants close attention.

The private credit ecosystem involves a range of intertwined bank and nonbank
participants. Asset managers undertake lending and manage private credit funds
and operate alongside banks, institutional investors, and private equity firms.

Asset managers typically act as general partners that are responsible for making
lending decisions with a fiduciary obligation to investors, such as insurance
companies and pension funds. Some asset managers may also own insurers, who
act as limited partners.

General partners may allocate a portion of their own balance sheet to lending
and/or co-invest alongside limited partners. Banks and private credit funds are
interconnected through financing arrangements and strategic partnerships
between banks and asset managers.
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Box 1: Private credit definitions

There is no common definition of private credit; instead, there are currently different taxonomies
used by market participants and authorities. Private credit is understood through several
overlapping categories of definitions, partially reflecting its diverse and evolving nature, as noted below.
The lack of a harmonised definition of private credit among market participants and authorities hinders
the ability to effectively assess the market at a global level. For example, the scope and size of private
credit can vary significantly as different asset classes are considered including uncertainty even when
the same asset class parameters are applied (Graph 1.1).

lllustration of the range of private credit market size estimates Graph 1.1
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Estimates of assets under management (AUM) in USD trillions across a variety of sources (see below) with underlying data between
2023-2025. Where a range of estimates exist, the lower bound is in a lighter shade while the higher bound estimate is darker. The left y-
axis displays the size of all activity types except “other” while the right y-axis corresponds only to the “other” activity type. The ranges in
the figure illustrate the differences in estimates across sources. The different colours in the chart represent expanding different definitions
of private credit. Colours in the chart reflect expanding definitions of private credit: red (direct lending) represents the narrowest scope,
with blue and green activity types progressively broadening the definition.

* The altenative industry estimate builds on the categories displayed to the left and also adds additional types of private credit such as
agricultural lending, residential mortgage lending. and supply chain financing,

Sources: Pitchbook, McKinsey, AIMA, Goldman Sachs, S&P Global, Apollo, OeNB and FSB calculations.

Direct credit exposures from banks to private credit funds are mostly in the form
of credit lines.

The available data suggests that direct bank lending to private credit funds is
relatively small, but uncertainty around the magnitude of these exposures is
relatively large: member data captures around $220 billion of drawn and
undrawn credit lines, while estimates from commercial data suggest the amounts
could be more than twice as large.

Both estimates represent a relatively small share of banks’ total assets and CET1
capital. However, the report identifies other sources of linkages which could
heighten credit vulnerabilities.

This includes riskier fund portfolio financing (a form of securitised lending
allowing funds to take on leverage), banks providing revolving credit facilities to
companies that are simultaneously borrowing from private credit funds, and
private credit-focused partnerships between banks and asset managers becoming
more common.
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Schematic 1: Stylised private credit ecosystem
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Source: FSB.

To learn more:
https://www.fsb.org/uploads/P060526.pdf
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Federal Reserve Board releases results from two surveys of senior financial
officers at banks about their views on discount window operating days and their
strategies and practices for managing reserve balances

RESEARCH & ANALYSIS

The Federal Reserve Board released results from two surveys of senior financial
officers at banks about their views on discount window operating days and their
strategies and practices for managing reserve balances. The Senior Financial
Officer Survey is used by the Board to obtain information about banks' reserve
balance management strategies and practices, their expectations around the size
of their balance sheets and deposit balances their activity in money markets, and
their views regarding the discount window.

The first survey was conducted between January 30, 2026, and February 9, 2026,

and includes responses from banks that held a median asset size of less than $5
billion.

The second survey was conducted in collaboration with the Federal Reserve Bank
of New York between March 20, 2026, and March 30, 2026, and includes
responses from banks that held around three-fourths of total banking system
reserve balances at the time of the survey.

BacCKEIOUNC ...............oo oo ee e s e s rans e s aessesseessnssnssnssasesssssessnssenssnssesensesensennsnnns L
Part 1: Questions about Balance Sheet Management ......cccciiiieiiininiiieniis s s sessanns 1
Part 2: Questions about Preferred ReServe LeVelS ... iieicioiiieiiier i rerine v rn s e s ne e sananane 2
Part 3: Questions about MONEY MArKETS ..o eee e e e e e e e e e e en e nna e e e ennns 3
Part 4: Questions about Standing Repo Operations ... s 4

RESUILS ...t et e e e et e e s s e e s ee e e esaneessessnsnesensnssnnsasesssnnes T
Part 1: Balance Sheet Management .. s st s e e s e an 7
Part 2: Preferred RESEIVE LEVEIS ..ottt eris e enten e s et s s s s et enanensancnnsnsenssnens D
Part 3: Money Market QUESHIONS ...iiiiiiiiii i s s LD
Part 4: Standing Repo Operations .....c.ccicieiiiiiiririra s sesssnns s ssn s an s sns e sas s anss s ans 20

Background

In March 2026, the Federal Reserve conducted a Senior Financial Officer Survey
(SFOS) to systematically gather views from a representative sample of banks on
their reserve balance management strategies and the Federal Reserve’s standing
repurchase agreement (SRP) operations.

The March SFOS was distributed to senior financial officers at 100 banks,
representing a wide range of asset sizes and business models, on March 20, 2026,
with replies due by March 30, 2026.

This summary includes responses from 92 banks, comprising 57 domestic banks
and 35 foreign banking organizations (FBOs).

In aggregate, respondents held around three-fourths of the total reserve balances
in the banking system at the time of the survey.
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Question 1: This question asks about your expectations for the potential changes in your institu-
tion’s total balance sheet size and its deposit levels over the next 12 months. Please estimate
the percentage likelihood (on a scale of O to 100 percent) that each of the scenarios occurs in the
next 12 months. (The total percentage points must add up to 100.)

1. Over the next 12 months, the size of my institution’s balance sheet will...

Average response
All respondents Domestic Foreign
(n=92) (n=57) (n=35)
i. Increase more than 5 percent from its current level 338 334 344
ii. Remain flat or increase less than or equal to 5 percent 56.1 56.2 56.1
iii. Decrease from its current level 10.1 10.5 95
MNote: n represents the total number of respondents who provided numeric responses.
2. Over the next 12 months, the level of my institution’s total deposit levels will...
Average response
All respondents Domestic Foreign
(n=92) (n=5T7) (n = 35)
i. Increase more than 5 percent from its current level 318 34.6 27.4
ii. Remain flat or increase less than or equal to 5 percent 57.6 55.4 61.3
iii. Decrease from its current level 10.5 10.1 113
Mote: n represents the total number of respondents who provided numeric responses.

Question 2A: In December 2025, the Federal Open Market Committee directed the Federal
Reserve Bank of New York to conduct reserve management purchases (RMPs) to maintain an

ample level of reserves. Since the initiation of RMPs, has your institution:

1. Adjusted its reserves and/or liquidity management strategy? (Select one):

All respondents Domestic Foreign
Banks | Percent Banks | Percent Banks Percent
Yes 5 5.4 4 70 1 29
No 87 94.6 53 93.0 34 971
Total 92 100.0 57 100.0 35 100.0

. Adjusted the frequency of liquidity management discussions with senior officers? (Select one):

All respondents Domestic Foreign
Banks | Percent Banks Percent Banks | Percent
Yes, it increased the frequency. 7 16 3 5.3 4 114
Yes, it decreased the frequency. 2 2.2 0 0 2 5.7
No, no change. 83 90.2 54 94.7 29 829
Total 92 100.0 57 100.0 35 100.0

Note: Question 2B was shown only to respondents that answered “Yes” in response to

question 2A(1).
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Question 3B: On a scale of 1 (low confidence) to 5 (high confidence), what level of confidence do
you have in your institution’s forecast of your net deposit outflows and reserve levels on or around
tax payment dates in April 20267 (Select one):

All respondents Domestic Foreign
Banks | Percent Banks Percent Banks Percent
1 1 11 1 1.8 0 0
2 1 11 1 1.8 0 0
3 22 239 11 19.3 11 314
4 51 55.4 37 64.9 14 40.0
5 17 185 7 12.3 10 286
Total 92 100.0 57 100.0 35 100.0

RESEARCH & ANALYSIS

Senior Financial Officer Survey Results

March 2026

To learn more:
https://www.federalreserve.gov/newsevents/pressreleases/other20260514a.htm
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Disclaimer

The Basel iii Compliance Professionals Association (BiiiCPA) (hereinafter
“Association”) enhances public access to information. Our goal is to keep this
information timely and accurate. If errors are brought to our attention, we will try
to correct them.

The Association expressly disclaims all warranties, either expressed or implied,
including any implied warranty of fitness for a particular purpose, and neither
assumes nor authorizes any other person to assume for it any liability in
connection with the information or training programs provided.

The Association and its employees will not be liable for any loss or damages of any
nature, either direct or indirect, arising from use of the information provided, as
these are general information, not specific guidance for an organization or a firm
in a specific country.

This information:

- is of a general nature only and is not intended to address the specific
circumstances of any particular individual or entity;

- should not be relied on in the particular context of enforcement or similar
regulatory action;

- is not necessarily comprehensive, complete, or up to date;

- is sometimes linked to external sites over which the Association has no
control and for which the Association assumes no responsibility;

is not professional or legal advice;
- is in no way constitutive of interpretative;

- does not prejudge the position that the relevant authorities might decide to
take on the same matters if developments, including court rulings, were to lead it
to revise some of the views expressed here;

- does not prejudge the interpretation that the courts might place on the
matters at issue.

We are not responsible for opinions and information posted by others. The
inclusion of links to other web sites does not necessarily imply a recommendation
or endorsement of the views expressed within them. Links to other web sites are
presented as a convenience to users. The Association does not accept any
responsibility for the content, accuracy, reliability, or currency found on external
web sites.

Please note that it cannot be guaranteed that these information and documents
exactly reproduce officially adopted texts. It is our goal to minimize disruption

caused by technical errors. However, some data or information may have been
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created or structured in files or formats that are not error-free and we cannot
guarantee that our service will not be interrupted or otherwise affected by such
problems. The Association accepts no responsibility with regard to such problems
incurred as a result of using this site or any linked external sites.

Readers that are interested in a specific topic covered in the newsletter must

download the official papers, must find more information, and must ask for
legal and technical advice, before making any business decisions.
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Basel iii Compliance Professionals Association (BiiiCPA)

ZazEll

The Basel iii Compliance Professionals Association (BiiiCPA) is the largest association of
Basel iii Professionals in the world. It is a business unit of the Basel ii Compliance
Professionals Association (BCPA), the largest association of Basel ii Professionals in the
world.

Both associations are business units of Compliance LLC, incorporated in Wilmington,
NC, and offices in Washington, DC, a provider of risk and compliance training and
executive coaching in 57 countries.

We invite you to connect with the global community of experts working for the
implementation of the Basel III framework, to gain insight into the G20 efforts to
regulate the global financial system, to explore new career avenues, and most of all, to
acquire lifelong skills.

Join us. Stay current. Read our monthly newsletter with news, alerts, challenges and
opportunities. Get certified and provide independent evidence that you are a Basel III
expert.

www.basel-iii-association.com/Reading Room.html

Our reading room: https:

(5] ‘www.basel-iii-association.com,
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Reading room

The Basel iii Compliance Professionals Association (BiiiCPA) is the largest association of Basel iii
Professionals in the world. It is a business unit of the Basel ii Compliance Professionals Association
(BCPA), the largest association of Basel ii Professionals in the world.

Our monthly newsletters:
Our training and certification programs.
1. Certified Basel iii Professional (CBiiiPro), distance learning and online certification

program. You may visit:
https://www.basel-iii-association.com/Basel III Distance Learning Online Certificat

ion.html
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Certified Basel iii Professional (CBiiiPro), distance learning and
online certification program

Overview

The Basel III framework is the most important international effort to
strengthen the regulation, supervision, and risk management of banks.
Developed by the Basel Committee on Banking Supervision in response to the
weaknesses revealed by the global financial crisis, it has become the
cornerstone of financial sector reform across jurisdictions.

The financial industry clearly needs qualified professionals who understand
the Basel III framework — not only its core concepts, but also the precise
terminology and language regulators, supervisors, and risk practitioners
use when assessing capital adequacy, liquidity, leverage, and systemic risk. A
deep familiarity with the Basel III vocabulary is essential for interpreting
regulatory texts, contributing to internal risk discussions, preparing for
supervisory dialogues, and ensuring consistent and accurate implementation
across the organization. Without this shared language, even well-intentioned
compliance efforts can become fragmented or misaligned with regulatory
expectations.

2. Certified Pillar 3 Expert - Basel 3 (CP3E-B3), distance learning and online certification
program. You may visit:
https://www.basel-iii-association.com/CP3E B3 Distance Learning Online Certificat

ion.html

Certified Pillar 3 Expert - Basel 3 (CP3E-B3), distance learning and
online certification program (Updated: June 2025)

Overview

Pillar 3 focuses on transparency and disclosure of key information related to a
bank's risk exposures, capital adequacy, and risk management practices. While
Pillar 1 sets minimum capital and liquidity requirements, and Pillar 2 deals
with supervisory review, Pillar 3 ensures that external stakeholders, such as
investors, analysts, and customers, have access to the data needed to make
informed decisions, as they can understand better risks and exposures, and
compare institutions.

The Basel 11T enhancements to Pillar 3 addressed many of the shortcomings
identified during the 2007—2009 financial crisis, such as inconsistent

reporting, insufficient granularity, and lack of comparability across banks.

Key reforms include the new standardized templates and tables for disclosures
to ensure consistency and comparability, and the frequency requirements
(quarterly or semi-annually depending on the nature of the disclosure and the

size of the institution).

3. Certified Stress Testing Expert - Basel 3 (CSTE-B3), distance learning and online
certification program. You may visit:
https://www.basel-iii-association.com/CSTE B3 Distance Learning Online Certificat

ion.html

Basel iii Compliance Professionals Association (BiiiCPA)


https://www.basel-iii-association.com/CP3E_B3_Distance_Learning_Online_Certification.html
https://www.basel-iii-association.com/CP3E_B3_Distance_Learning_Online_Certification.html
https://www.basel-iii-association.com/CSTE_B3_Distance_Learning_Online_Certification.html
https://www.basel-iii-association.com/CSTE_B3_Distance_Learning_Online_Certification.html

Page [43

Objectives

The program has been designed to provide with the knowledge and skills
needed to understand the financial stress testing requirements and
supervisory expectations after the Basel III framework, and to work in Basel
IIT stress testing projects. The course provides with the skills needed to pass
the Certified Stress Testing Expert - Basel 3 (CSTE-B3) exam.

Basel IV

There is no official “Basel IV” framework issued by the Basel Committee on Banking
Supervision (BCBS), at least not yet. The term Basel IV is used informally by some
industry professionals to describe a set of significant revisions to the Basel III framework.
These reforms, however, are officially considered part of Basel III.

The Basel III Compliance Professionals Association (BiiiCPA) will continue to monitor
developments and keep you informed of any future updates.

Basel IV | Progress, Challenges, Outlook.

For a Basel IV framework to exist officially, we need a formal announcement from the
Basel Committee on Banking Supervision (BCBS), supported by a clear naming
convention. As of now, the Committee refers to the post-2017 reforms as the "finalization
of Basel II1," not as a new framework. Unless the BCBS decides to issue a distinct,
standalone set of rules under a new name, Basel IV for example, there will be no official
Basel IV framework.

To read more: htips://www.basel-4.com/Basel IV.html

Basel iii jobs

Knowledge of Basel III is very important in the recruitment market. Knowledge of Basel
III demonstrates the ability to navigate complex regulatory environments and manage
financial risks effectively. With global enforcement of Basel III standards, professionals
with this knowledge are seen as assets in ensuring institutional resilience. As financial
regulations evolve, Basel I1I knowledge gives candidates a competitive edge.

SVP, Regulatory Capital Risk - Basel Reviewer (Hybrid)
Giti B | Tampa,FL | $141,440 - $212,160 a year

You must create an Indeed account before continuing to the company website to apply

Apply on company site & u (o]

* Review the exposure classification and treatment determination, examine the
interpretation of the Capital Rules vis-a-vis Basel lll rules for consolidated US
reporting and ensure the RWA method and results are appropriate and accurately
represent the riskiness of the exposure under review

Review various transactions end to end across the institution to determine if the

appropriate capital is being allocated. This includes reviewing legal documents,
approvals, risk ratings and how transactions flow through the system to
determine the RWA that is being applied and comparing transactions to the
appropriate rules.
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Contact Us

Lyn Spooner
Email: lyn@basel-iii-association.com

George Lekatis

President of the BiiiCPA

1200 G Street NW Suite 800,
Washington DC 20005, USA

Email: lekatis@basel-iii-association.com
Web: www.basel-iii-association.com
HQ: 1220 N. Market Street Suite 804
Wilmington DE 19801, USA
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