
From: Lola
To: Consultation-2014-10
Subject: Public consultation about transparent securitization
Date: 20 January 2015 11:38:57
Attachments: image001.png

Discussion on simple standard and transparent securitizations.msg
PUBLIC CONSULTING SECURITISATION MARKET.msg

 
 
 
 
CONFEDERACION DE EMPRESARIOS DE LA CONSTRUCCION DE ARAGON
Plaza de Roma, F-1, Planta 1ª Ofic. Nº 8 – Tfno. 976-325797 – Fax 976-533675 - 50010 ZARAGOZA
E-MAIL: administracionfecza@fecza.es - info@fecza.es

 
 
 
BANK FOR INTERNATIONAL SETTLEMENTS
consultation-2014-10@iosco.org
 
 

Dear Sirs:
 
In relation to the public consultation process about the document On
 Criteria for identifying simple, transparent and comparable securitization, I
 am pleased to attach our considerations relating to securitizations, which
 we have had opportunity to send previously to the European Central Bank
 and the European Banking Authority.
 
Best regards,
 
 
 
José Luis Roca Castillo
President CEAC
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Dear Sirs, 



On 14 October, you submitted to public consultation the Discussion Paper simple standard and transparent securitizations. 



The business organization which I chair considers necessary in order to mortgage loans can flow to the European and Spanish real estate sector, that the mortgage securitization market should be reactivated. 



For this reason, I am enclosing our proposals on this market, based on the securitization of mortgages constituted by social housing, in its broad concept according to the resolution of the European Parliament 11 June 2013, and/or affordable housing which be qualified as Securitization High Quality (HQS) for its risk reduction and thus they are favored by policy measures that encourage their securitization, generating resources for mortgage originators (financial institutions) may grant mortgage loans.



We have presented these same considerations in June to the European Central Bank (ECB )in its consultation on the document “The case for a better functioning securitization market in the European Union”, that is why we have not completed the questionnaire of your website. I have enclosed a copy of the letter sent to the ECB.



As requested in the public participation, we inform you that we have no objection if you disclose our comments.



Yours sincerely,



 



José Luis Roca Castillo



President CEAC



 



 



Name of organization: Employers of Construction of Aragon Confederation (CEAC).



Aragon is a region of Spain with 47,719 km² in length and 1,340,000 inhabitants. The capital of this area is Zaragoza the fifth city of Spain.



e-mail: administracionfecza@fecza.es



Contact name: José Luis Roca Castillo



Phone number: 0034976325797
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CEAC´s (Confederación de Empresarios de la Construcción de Aragón -Aragon´s Homebuilders 
and Constructors Federation) proposals on joint EIB-EU risk sharing instruments to finance 
Special Activities in the EU priority areas report for the European Council 27-28 June 2013 



 
 On 2 May 2013 the President of the ECB after the meeting of the Governing Council stated an 
statement in which he considered that it was implement several measures broader than a standard measure 
category as collateral and the second set has to do with the purchases of assets. He remarked that the ECB 
cannot do: 
 
  Supplement governments for their lack of structural reforms 
  Clean banks’ balance sheets 
  Business of monetary financing (i.e. buying government bonds) 
 
 He maintained that when you consider all this, you look at what assets could be purchased and 
then you look at what sort of financial infrastructure the Europeans have. And that is the different from 
the USA. In the US 80% of credit intermediation goes via the capital markets. Capital markets rate and 
price assets in the right or wrong way, but it`s fairly transparent. In the European situation-he added-that 
it is the other way round 80% of financial intermediation goes through the banking system. So, you are 
left with buying what? SME loans, residential mortgages and mortgages to non residents and a few other 
type of loans. 
 
 It should be found a way of packaging these loans in a way that they can be priced. And that is 
where the reference to other institutions more suited for this job of packaging and guaranteeing the loans 
comes in: the reference to the European Investment Bank and the reference to the European Commission 
itself. 
 
 Keeping with the statement of the ECB President, the European Commission and the European 
Investment Bank issued a joint report to the European Council 27-28 June 2013 on risk sharing 
instruments to finance further Special Activities in EU priority areas (such as innovation and skills, SME 
access to finance, resource efficiency and strategic infrastructures) 
 
 The EC and the EIB have closely cooperated to develop and implement risk-sharing instruments 
which leverage resources from the EU budget with EIB lending. 
 
 The use of financial instruments is expected to increase during the next MFF under programmes 
such as: 
   
   Connecting Europe Facility 
   COSME 
   Horizon 2020 
   ESIF (European Structural and Investment Funds) 
  
 The EC and the EIB are exploring joint risk-sharing mechanisms under the new MFF which 
would allow MS to voluntary earmark part of the Structural Funds for this purpose. In particular, a joint-
instrument blending EU funds available under COSME, Horizon 2020 and EUR 10 bn of ESIF dedicated 
resources in cooperation with EIB/EIF is proposed in view of generating additional lending to SMEs. 
Three options have been proposed by the EC which could, in the period 2014-2020, leverage up to EUR 
100 bn depending on: 
 



- the scale of participation by MS 
-the adjustments made in the draft ESIF legislation 
-the timing and the response of the financial markets 
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 The instruments would be designed to provide assurance that the amount of funds contributed by 
a particular MS from its ESIF programmes would generate loans to a value of several times the amount 
through lending to SMEs in that Member State for the benefit of the respective programmes areas. 
 
 The development of joint financial instruments by the EC, EIB and MS aims at leveraging 
private sector and capital market investment in SMEs and infrastructures, thereby reducing reliance on 
sovereign backed financing of such priority investments. 
 
 As one of the few institutions issuing debt on an European level at AAA financing conditions, 
the EIB can help to alleviate the problems of fragmentation in EU financial markets. The targeted 
provision of long term financing to banks with the aim of supporting access to finance of SMEs fills an 
important gap that cannot be addressed through central banks and alleviates important supply constraints 
for investments. 
 
 Bringing forward economically and financially viable infrastructure projects can have a 
significant countercyclical effect and is instrumental in creating employment during the construction 
phase, especially in segments of the workforce that are hardest hit by the crisis. 
 
 The EIB and the EIF together with the EC and the ECB are analysing the best ways of enhancing 
funding to SME, revitalising the securitisation market as a channel to mobilise more resources and 
redistribute risks across the economy in a sustainable way. The discussions focus on options for reviving 
the structured credit markets to support SME lending in particular (but not limited to) the more vulnerable 
MS. 
 
 Collaboration is directed at covering two dimensions: 
 
  1. sufficient funding for the banking sector directed specifically to SME lending 
  2. credit enhancement of existing or new SME loan pools so as to reduce distorted credit 
margins and attract institutional investors in large SME loan pools alleviating important supply 
constraints for investments 
 
 The key to unlocking the leverage efforts for such Joint Instruments is the widest possible 
participation by MS. While participation through contributions from ESIF programmes would necessarily 
be voluntary, all MS would be strongly encouraged to contribute to the Joint Instruments froms their 
ESIF allocations in the knowledge that their contributions would support increased lending to SMEs on 
their territory, while increasing the leverage effects for all. 
 
 The EC has developed three broad options for Joint Instruments. The options are presented as 
alternatives. Any such Joint Instruments would of course co-exist with multiple initiatives supported by 
ESIF at regional or national level and would not exclude the creation of additional parallel Joint 
Instruments in other EU policy areas as currently envisaged by the the draft Common Provisions 
Regulation of ESIF: 
 
 1. Joint SME guarantee instrument combined with a Joint securitisation instrument for 
new loans 
 
 Under this instrument, funds would be pooled from COSME, Horizon 2020 and the ESIF funds 
and combined with the resources of the EIB and EIF to provide a combination of: 
 
  1.1 guarantees for new SME lending by financial intermediaries to SMEs under a Joint 
Guarantee Instrument 
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  This instrument would provide guarantees to banks which in turn will lend to SMEs. 
 
  Banks will benefit from partial capital relief for new loans through uncapped portfolio 
guarantees. 
 
  Nevertheless banks would keep at least 20% of the risks to ensure alignment of interest 
 
  1.2 guarantees for portfolios of new SME loans for the purposes of securitisation 
 
  Such portfolios would need to be built up by the banks in a specified time period (2-3 
years) with the view to being securitised. 
 
  The capital relief and the additional liquidity would materialise in the future once the 
portfolios are fully created and securitised 
 
 It is worth noting that these two instruments will be operated in parallel and not cumulatively to 
avoid double funding by ESIF.  
 
 Leverage (2014-2020) 
    
  -the proposed allocation is 75/25% to smmothen budget consumption, which blends 
75% of guarantees with 25% of securitisation, EUR 10 bn from ESIF and EUR 420 m from COSME and 
Horizon 2020 would be allocated to generate lending to SMEs of an estimated EUR 55-58 bn (a levarege 
ratio of roughly 1:5) 
 
 Advantages 
 
  -provides incentives for new SME lending through partial capital relief for new 
portfolios of SME lending 
  -can be delivered without significant modifications to the draft Common Provisions 
Regulation for the ESIF 
  -MS´ ESIF funds would be used exclusively to provide loans for and to meet losses 
incurred with respect to SMEs in their territory in corresponding programmes 
  -the combination of 2 instruments would help SMEs and help revitalise the SME backed 
securitisation market in around 3 years time 
 
 Disadvantages 
 
  -any securitisation ca only take place in the 2-3 years after new SME loan portfolios 
have been built up 
  -for both instruments banks would need to mobilise their own capital upfront to make 
loans to SMEs. In the current phase of deleveraging and cleaning up of bank balance sheets to prepare for 
SSM and Banking Union this limits the speed at which new portfolios could be built up 
  -no role for private/institutional investors in the next 2-3 years, hence high reliance on 
public funds 
  -technically complex to operate under shared management with respect to allocation by 
category of region 
  -no risk pooling limits portfolio diversification and hence leverage effect 
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 2. Joint securitisation instrument allowing for a securitisation of both new and existing 
SME loans portfolios 
 
 Under such a joint securitisation instrument, public funds (ESIF, COSME, Horizon 2020, EIF, 
EIB, national promotional banks) would be combined for the securitisation of portfolios of SME loans. 
 



This means that loans to SMEs would be bundled and guaranteed to provide capital relief to the 
intermediary in the case of unfunded securitisation. In case the tranches are sold or to institutional 
investors, they will also generate immediate liquidity for banks to use to create new loans for SMEs. 



 
There would be requirements for the financial intermediary to finance new loans to SMEs 



proportional to the amount covered by the joint instrument. 
 
The securitisation of portfolios of existing loans would increase the impact and immediacy of 



this instrument compared with option 1. 
 
 Leverage (2014-2020) 
    
  -EUR 10 bn from ESIF and EUR 420 m from COSME and Horizon 2020 would be 
allocated to generate lending to SMEs of an estimated EUR 65 bn (a levarege ratio of roughly 1:6) 
 
 Advantages 
   
  -partner banks would not need to mobilise new capital to make new loans. This would 
accelerate the creation of new SME loans 
 
  -attracts private money from institutional investors purchasing securitised assets. This in 
turn reduces the demands on public money, which would be freed up for other uses. It will also make 
European SMEs less reliant on banks for their financing 
 
  -MS ESIF funds would be used to deliver new loans for SMEs and to meet losses 
incurred with respect to SME loans on their territory 
 
  -would help revive the commercial securitisation market, which would open up new non 
bank sources of finance for SMEs that currently depend almost entirely on bank financing 
 
 Disadvantages 
 
  -securitisation of existing SME loan portfolios would require modification of draft 
Common Provisions Regulation 
  
  -no risk pooling limits portfolio diversification and hence leverage effect 
 
 3. Joint securitisation instrument allowing for a securitisation of  new and existing SME 
loans portfolios and risk pooling 
 
 This option respect the second, adds the possibility to pool risks, while ensuring that the on-
lending intermediary would generate new loans to SMEs to a value several times higher than the amount 
set aside by that MS for the benefit of the respective programme 
 
 Leverage (2014-2020) 
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  -EUR 10 bn from ESIF and EUR 420 m from COSME and Horizon 2020 would be 
allocated to generate lending to SMEs of an estimated EUR 100 bn (a levarege ratio of roughly 1:10) 
 
 CEAC´s proposals: 
 



1. incorporate in the EU priority areas to finance SMEs, and therefore in the priority areas to 
finance by the financial intermediaries wihich obtain the funding through the measures 
cointained in the join report, the following: 



 
 energy efficiency not only in renovation and renewal of buildings but in new construction, specially 
in new construction of social and affordable housing (for sale and to rent) in the broader concept that it is 
contained in the European Parliament Resolution issued on 11 June 2013 
 activity of the energy services companies that are involved in the development of energy effiency, 
specially in the renovation and the new construction of social and affordable housing (for sale and to rent) 
in the broader concept that it is contained in the European Parliament Resolution issued on 11 June 2013 
 renovation, renewal and new construction of social and affordable housing (for sale and to rent) in 
the broader concept that it is contained in the European Parliament Resolution issued on 11 June 2013 
 



2. the concept of SME should consider as in the ECB, where SME means an entity engaged in 
an economic activity, irrespective of its legal form, where the reported sales for the entity or 
if the entity is a part of a consolidated group, for the consolidated group is less than EUR 50 
million. 



 
securitisation with guarantees through public funds (ESIF, COSME, Horizon 2020,EIF,EIB, national 
promotional banks) The discussions focus on options for reviving the structured credit markets to support 
SME lending in particular (but not limited to) the more vulnerable MS. 
 



3.  should include portfolios of social and affordable housing mortgages. The funding obtained 
by this way, in turn, should channel by the financial intermediaries and financial institutions 
in order to grant mortgages for social and affordable housings (for sale and to rent) in the 
broader concept that it is contained in the European Parliament Resolution issued on 11 June 
2013 



 
Furthermore, portfolios of social and affordable housing mortgages due to their low risks 
couldn’t need this kind of guarantee for the securitisation. However, the guarantees on social 
housing and affordable housing mortgages portfolios could contribute to overcome the 
financial fragmentation in the EU as financial intermediaries of the EU core would purchase  
securitisation of portfolios of the EU periphery. 



  
4. the reviving of the structured credit markets to support SME lending should channel  in 



particular for the more vulnerable MS but not limited to these MS. Another question, could 
be that non-vulnerable MS could transfer their rights on public funds (ESIF, COSME, 
Horizon 2020) in order to increase the guarantees of vulnerable MS for their securitisations. 



 
5. vulnerable countries should consider those which are include in an assistance programme by 



the Troika, including the case of Spain which is receiving financial assistance for the 
recapitalisation of its financial system 



 
6.  securitisation with RMB integrated by social and affordable housing mortgage in the broader 
concept of social housing contained in the European Parliament Resolution issued on 11 June 
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2013 could be exempted of retention requirements moreover of other incentives such as capital 
relief 



 
7. CEAC would complete the European Parliament Resolution issued on 11 June 2013 with  a 
contribution consists in that social housings or affordable housings, without subsidies and state 
aids, could be subject to a sale price limit regard with the ratios loan to income and price to 
income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 



This kind of social housing should be rewarded by supply policies in order to reduce 
production´s costs that allow align prices to purchasing power of customers. 



 










Aragon Homebuilder and Developer Federation comments on EBA consults to define highly liquid assets in the LCR.pdf
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ARAGON HOMEBUILDER AND DEVELOPER FEDERATION COMMENTS ON EBA CONSULT TO 
DEFINE HIGHLY ASSETS IN THE LCR 



The  Basel  Committee  has  developed  the  LCR  to  promote  the  short‐term  resilence  of  the 
liquidity risk profile of banks by ensuring that they have sufficient HQLA to survive a significant 
stress scenario lasting 30 calendar days. 



The standard requires that m absent a situation of financial stress , the value of the ratio be no 
lower than 100% on an ongoing basis because the stock of unencumbered HQLA is intended to 
serve as a defence against the potential onset of liquidity stress. 



The LCR has two components: 



1.value of stock of HQLA in stressed conditions 



2.total net cash outflows , calculated according to the scenario parameters outlined below 



The numerator of the LCR is the value of the stock of HQLA. 



The characteristics that stock of HQLA should posses should be: 



  1.low risk: 



assets that are less risky tend to have higher liquidity 



    2.ease and certainty of valuation: 



    an asset liquidity increases if market participants are more likely to agree on its 
valuation.Assets with more standardised   homogeneus and simple structures tend to be more 
fungible , promoting liquidity 



  3.low correlation with risky assets 



  4.listed on a developed and recognized exchange 



  5.active and sizeble market 



    The asset should have active outright sale or repo market all times 



  6.low volatility 



  7.flight to quality 



  Level 2 assets can only comprive up to 40% of the asset stock. 
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  Level 2B assets should comprise no more  than 15% of the total stock of HQLA. 



Certain  additional  assets  (level  2B) may  be  included  in  level  2  at  the  discretion  of  national 
authorities. 



Large haircut is applied to the current market value. 



Level 2B assets are limited to the following: 



1. Residential mortgage backed securities that satisfy the following condition subject to a 
25% haircut: 



1.1 not  issued by and  the underlying assets have not been originated by  the 
bank itself or any of its affliated entities. 



1.2 the underlying asset pool  is restricted to residential mortgage and cannot 
contain structures products. 



1.3 have  a  long  term  credit  rating  of  AA  or  higher  or  a  short  term  rating 
equivalent in quality to the long term 



1.4 the  underlying  mortgages  are  full  recourse  loans  (ie  in  the  case  of 
foreclosure  the mortgage  owner  remains  liable  for  any  shortfall  in  sales 
proceeds  from  the  property)  and  have  a maximum  LTV  ratio  of  80% on 
average 



1.5 the  securisation  are  subject  to  risk  retention  regulatons  which  require 
issuers to retain an interest in the assets they securitise 



According  to  these principles  the EBA  issued a discussion paper presenting  the methodology 
and scope of its forthcoming analysis on definitions of highly liquid assets. 



Furthermore  , the EBA will report to the EC on appropriate definitions of high and extremely 
high  liquidity  and  credit  quality  of  transferable  assets  for  the  purpose  of  the  LCR  including 
suggested haircuts. 



The EBA maintain that a key component of the LCR is the stock of HQLA which institutions can 
sell or pledge it withstand a liquidity stress and that the 2013 Bassel text defines two level of 
suchs liquid assets: 



  1.the highest liquidity Level 1 assets  
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  2.the  relatively  less  liquid  Level  2  assets.National  authorities  are  also  permitted  to 
allow  institutions to hold a part of their  level 2 assets  in form of  less  liquid securities such as 
high‐quality RMBS. 



The draft CRR  tasks EBA with advising on appropriate unifom definitions of  liquid assets  for 
such a liquidity buffer , and for this purpose defines two categories of transferableassets: 



    Assets of extremely high 



    Assets of high liquidity and credit quality 



More  in particular  ,  the CCR proposal  requires  the  EBA  to  assess  a  range of  asset  classes  , 
including but not restricted to those identified as liquid under art 404.In particular , the report 
should  also  consider  other  categories  assets  ,  in  particular  RMBS  of  high  liquid  and  credit 
quality among others. 



Under the article 481 of the draft CRR the EBA is tasked with providing uniform definitions of 
high and of extremely high liquidity and credit quality of transferable assets for the purpose of 
article 404 and appropriate haircuts.The report should also consider other categories of assets 
in particular RMBS of high liquid and credit quality. 



The EBA´s task is to translate the general definition of liquidity , and the criteria and guidance 
for  classifying  liquid assets  in  the CRR  text  ,  into a concrete definition of assets of high and 
extremely high liquidity ans credit quality based on objective creiteria , which could serve as a 
basis for the implementation of the LCR in the EU. 



We consider that RMBS of high liquid and credit quality could be those that which integrated 
by RED  (real  estate  development)  loans  and mortgages  for  social  or  affordable  housing  , 
provided by a broader definition. 



In  addition  ,  these RMBS  integrated  by RED  loans  and mortgages  for  social or  affordable 
housing with a broader definition of social housing , wouldn´t be subjected to a haircut and 
there would be a duty  for  the national authorities  to hold a part of  their  level 2 assets  in 
form of less liquid securities such as RMBS integrated by RED loans and mortgages for social 
or affordable housing. 



In  January  this  year  a document on  social housing  in  the  EU with  a broader definition was 
resquested by the Employment and Social Affairs Committee of the European Parliament. 



We introduce a summary of this document: 
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Housing is a right recognized by international and EU legislation , also forming part of the social 
inclusion objectives of the Europe 2020 strategy. 



The  Council  of  Europe  addressed  the  issue  of  the  right  to  housing  in  the  European  Social 
Charter adopted in 1961 and revised in 1996: 



Article  30  of  the  revised  version  deals with  the  right  to  protection  against 
poverty and social exclusion , establishing an obligation for States to promote effective 
access to a variety of services , including housing. 



Article  31  binding  States  to make  the  price  of  housing  accessible  to  those 
without adequate resources 



With regard to the EU  , the debate on housing has mainly developed from the  late 1990s.An 
important  point  of  reference  in  this  debate  is  the  European  Parliament Resolution  on  the 
Social  Aspects  of  Housing  (1997).This  document  expresses  the  need  to  include within  the 
Treaty  provisions which  lead  the  progressive  realization  of  the  fundamental  social  rights  of 
people living in Europe , those rights to include the right to decent and affordable housing for 
all.Moreover  ,  the  resolution  calls  for  the development of  a  social housing  for  all based on 
efforts to provide adequate housing for all. 



This  commitment  is made  concrete  in  the Charter of  Fundamental Rights of The European 
Union , first proclaimed in 2000 and amended in 2007: 



    In  the  article  34    the Union  recognizes  and  respects  the  right  to  social  and 
housing  assistance  so  as  to  ensure  a  decent  existence  for  all  those  who  lack  sufficient 
resources. 



Since  the Lisbon Treaty came  into  force  in December 2009  ,  the Charter has  the same  legal 
effect as  the Treaties  , and decent housing  is consequently  formally recognized as a right by 
the EU. 



Finally the housing issue is also part of the Europe 2020 strategy as part of the social inclusion 
objective. 



     



 



Social  housing  is  a  Service  of  General  Economic  Interest(SGEI)  ,  but  also  a market  sector 
increasingly open to new private players.This has led to the emergence of competing interests 
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at  the EU  level  , such as  the commitment  towards social  inclusion and  the concern  for open 
competition in the single market. 



The  disputes  on  state  aid  that  have  arisen  in  recent  years  have  been  resolved  by  the  EC 
applying  a  restrictive  definition  of  social  housing  ,  which  is  only  intended  for  the 
disadvantaged. 



SGEIs are bound by specific rules with regard to competition and state aid.State aid in the EU 
is generally prohibited by the Treaty , because it distorts competition and trade in the single 
market , unless justified by reasons of general economic development. 



EU legislation on state aid has changed over time: 



  Monti‐Kroes package (dating back 2005): 



    ‐defines  the  conditions under which  the  compensation granted by a public 
body  to an organization providing a public  service  is possible without prior notification  to 
the Commission 



    ‐with  regard  social  housing  the  package  provides  that  aid  given  to  social 
housing by Member States  is exempted  from notificaction  to  the Commision  regardless of 
the amount 



    ‐the package entails a narrow definition of social housing restricting it only to 
housing  for  disadvantaged  citizens  or  socially  less  advantaged  groups  ,  which  due  to 
solvability constraints are unable to obtain housing at market conditions 



  Almunia package (December 2011): 



    ‐with  regard  social  housing  the  package  provides  that  aid  given  to  social 
housing by Member States  is exempted  from notificaction  to  the Commision  regardless of 
the amount   



    ‐uses the same restrictive definition of social housing contained in the Monti‐
Kroes package 



 



The  recent  recession  has  prompted  increasing  concerns  at  the  EU  level    about  housing 
affordability , particularly given that the housing market was hit hard by the crisis. 
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The  literature  review  conducted  indicates  that  no  common  definition  of  social  housing  is 
available at the EU level , with different States adopting different definitions that translate into 
varying levels of public intervention within the sector , referring to: 



Legal status of the landlord 



Rent regime 



Funding method 



Target population 



 



In general four dimensions characterize european social housing models and policies: 



1.the tenure:social housing is provide for: 



  Rent in most countries: 



    Threre is a hughe variation in the size of the rental sector:it is small in Eastern 
and Southern Europe . it is large in Northern Europe.The relative weight of private rental or of 
social rental varies significantly across states. 



  Sale of dwellings: 



In some Mediterranean countries such as Spain has provided social housing as 
low‐cost housing for sale 



Home ownership is not present in Northern Europe 



EU housing markets  are  characterized by  a hig  share of home ownership  , 
with  ranges  from  40%  in  Germany  to  over  90%  in  some  Eastern  European 
countries.On average , home ownership levels are higher in Southern than Nortehren 
Europe. 



  Shared ownership as in the UK 



2.provider of the service:involves a variety stakeholders 



  Local authorities: 



    Manage the existing social housing 
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  Public companies 



  Non‐profit or limites profit associations , companies and cooperatives: 



    Have become more  incolved  in  the provision of housing  services during  the 
past decade  , thanks to  large scale government subsidies and financing aids  , with the public 
sector regulating and programming the housing provision. 



    In Denmark and Netherlands social housing provision is the prerogative of the 
private non‐profit sector. 



    Cooperatives play a crucial role in some countries , namely , Austria , Belgium , 
Germany , Portugal , Spain and Sweden. 



  Private for‐profit developers : 



    Is responsible for developing new social housing 



    Historically social housing was created by  the private sector  , both charitable 
institutions  and  private  companies m  in  the  early  20th  century  when  industrialization  and 
urbanization increased housing needs. 



    Private providers  in  Italy  are  allowed  to participate  in  certain  social housing 
schemes after signing an agreement with local municipalities 



    In Spain preferential loans are available for potential providers and developers 



  Investors 



3.beneficiaries: 



  1.universalistic models:considering housing  to be a primary public  responsibility and 
thus to hold the objective of providing the whole population with decent quality housing at an 
affordable price.This model is directed to all citizens. 



  The  objective  of  social  housing  is  to  provide  the  whole  population  with  decent 
quality housing at an affordable price. 



  This model represents the natural evolution of traditional social housing in Western 
Europe , which was generally directed at workers and middle‐income groups. 



  Universal  social  housing  policies  are  designed  to  prevent  spatial  segregation  into 
ghettoes of poor households. 
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  The  economic    crisis  that  started  in  2008  has  worsened  the  socio‐economic 
conditions of an increasing share of the population , leading to higher demand for affordable 
housing and social allowances in the majority of European countries. 



  Societal  changes  are  diversifying  the  housing  needs  of  the  population  , with  the 
emergence of new  issues for social housing:housing vulnerability no  longer only affects the 
most disadvantages , but also lower to middle‐income households  , with the latter finding it 
increasingly difficult to bear housing costs due to the economic crisis. 



  The  economic  crisis  represented  an  unexpected  exogenous  demand  shock  for  the 
social housing  sector  . With  the  increase  in  re‐possessions and evictions  forcing people  to 
rely on more affordable houses provided by housing associations.Moreover  ,  in almost all 
countries the economic crisis has created two new potential beneficiaries of social housing 
services: 



    Middle class households  



    Workers with temporary or atypical contracts 



  The  former  for  the  increase  in  unemployment  rate  and  the  drecrease  in  social 
benefits :the latter for the limited accessibility to stable tenancy or home ownership. 



  To provide an idea of the dimension of the demand shock , consider for instance that 
that : 



    In  Ireland  the  number  of  people  in  need  of  local  authority  housing  has 
increased by 75% since 2008 (ppassing from 56.000 applicants to 98.000) 



    In England housing waiting lists increased constantly from 1997 to 2011 (from 
1 to 1.8 million households) 



    In France  in 2012 1,2 million applicants were  registered on waiting  lists  for 
social housing 



    In  Italy  were  registered  630.000.Recent  surveys  conducted    reveal  that 
approximately one million housing unit would need to be built. 



2.targeted models:the  objective  is  to  satisfy  only  the  excess  housing  demand  not 
satisfied by  the market.Only households  for whom  the market  is deemed unable  to deliver 
housing able to benefit. 
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In  this  model  the  potential  beneficiaries  are  much  more  restricted  and  typically 
coorespond to extremely vulnerable households relying on a variety of welfare state benefits 



    Generalistic:housing  allocated  according  to  the  income  level.In  particular  , 
eligibility is based on means‐tested income thresholds. 



    Income ceilings are the most widespread criteria in defining eligibility for social 
dwellings. 



    In countries including Austria , France and Germany the highest income ceiling 
is set sufficiently high in order to guarantee an income mix among beneficiaries. 



    Registration for social housing waiting lists are open to anyone in countries like 
Denmark  ,  Sweden  and  Uk  in  order  to  avoid  social  segregation  and  to  ensure  that  public 
dwellings are accessible to all segments of society. 



    In Italy the ceilings are set at a very low levels 



    Residual:if  allocated  according  to  a  set  of  vulnerability  indicators.The  target 
population specifically includes the most vulnerable households. 



This placed an increased share of the population at risk of housing exclusion , which translated 
into  a  growing  demand  for  social  housing.Consequently  there was  an  upward  trend  into  a 
growing demand for social housing waiting list in almost all EU countries. 



Debate concerning social housing as SGEI yet also as a market sector increasingly open to new 
private players.Social housing  is considered as SGEI but however there  is a debate at the EU 
level  prompted  by  the  emergence  of  competing  interest.On  the  one  hand  ,  it  is  crucial  to 
satisfy housing needs  to  stimulate  social  inclusion  , yet on  the other hand  it  is necessary  to 
allow a satisfactory level of competition within the sector. 



 



4.funding arrangements 



  Housing providers finance their activity through: 



    Credit raised on the private finance market: 



      ‐loans 



      ‐mortgages 
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      ‐despite more  expensive  funding  following  the  economic  crisis  ,  the 
sector is actually seen as a risk free (and therefore attractive) investment for lenders due to 
its specific features: 



        ‐high level of regulation 



        ‐significant explicit or implicit guarantees 



        ‐long‐term stable and predictable cash flows 



      ‐because  o  the  economic  crisis  ,  investors  have  become  more  risk 
averse and  it  somewhat enhances  the  ability of  the  social housing  sector  to obtain  funding 
from the private sector 



       



    Credit raised on the public finance market: 



      ‐public loans form special public credit institutions 



      ‐it  is  increasingly  important  to  find  alternative  sources of  funding  to 
public resources.This can be achieved through partnerships with private stakeholders and the 
non‐profit sector. 



    Public sector supports: 



      ‐land for the construction of social housing at reduce pirces or for free 
such as Austria , Italy and Luxemburg 



      ‐public grants 



      ‐interest rate subsidies 



      ‐government backed gurantees 



      ‐municipal budget  



      ‐tax deduction 



      ‐detraction for social housing providers 



      ‐the recent economic downturn that has hit Europe since 2011 poses a 
serious threat to the possibilities of national governments to further expand their intervention 
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in the husing market.Indeed , the social housing sector is not immune to recent cuts in public 
expenditure and the budget dedicated to housing policies is reduced in a number of countries: 



        Social housing expenditure represented 0,1% of GDP in the EU‐
27 area 



        Rent beneficies  in social housing represented 0,28% of GDP  in 
the EU‐27 area 



      ‐significant  reduction  in  public  funds  devoted  to  the  social  housing 
sector  is also  represented by  the upward  revision  in  the Vat  rate applied  to  social housing  , 
which occurred in Italy , France , the Netherlands and Spain. 



       



The current study indentifies three elements common across European social housing sectors: 



1.mission of general interest 



2.obective of increasing the supply of affordable housing 



3.the  identification  of  specific  targets  defined  in  terms  of  socioeconomic  status  or  the 
presence of vulnerabilities 



After the entry into force of the Treaty of Lisbon , the Charter of fundamental rights including 
the  right  to  housing  assistance  has  become  part  of  the  legal  basis  for  EU  policies.Available 
statics indicate that around 3 million people in Europe lack access to decent housing. 



The  term  social housing has  two possible connotations according  to  the 2012 edition of  the 
Encyclopedia of Housing: 



1.all  types of housing  that  receive  some  form of public  subsidy or  social  assistance  , either 
directly or indirectly , which can include: 



    Tax relief on mortgage interest 



    Tax shelters for homeownership 



    Subsidies to builders 



    Depreciation allowances for investment in residential properties 



Below cost provision of collective public services for housing 
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In  this  type  ,  it  should  be  included  the  private  housing  stock  when  receives  some  public 
subsidies 



2.refers to traditional public housing , namely housing subsidied by the state and social rented 
housing , such as ccoperatives , rent‐geared to income , limited dividend and non‐profit private 
firms  and  political  organizations  other  than  governments.The  common  distinction  of  these 
new forms is that they are collectively managed or not‐profit basis. 



In light of these reflections providing a single definition of social housing at the EU level would 
be rather problematic , given the vast differences present in the models adopted by different 
countries.Therefore  ,  such  a  trenchant  solution  could  only  be  chosen  following  democratic 
debate between all Member States.At  this stage  ,  it appears crucial  that each country could 
contribute with its own welfare experience and tradition and that it would only be possible to 
derive a common definition of social housing after an interlocutory phase. 



Social housing definition should be much broader than currently adopted within the legislation 
on  competition  ,  and  that  this  would  subsequently  offer  the  advantage  of  preserving  the 
universalistic models of social housing and minimision the risk of social exclusion. 



According  to  the  principle  of  subsidiarity  housing  policies  are  stated  by  national  or  local 
(regional) governments in all EU member states , and given the lack of common definition the 
functioning  of  the  social  housing  sector  is  completely  country  specific  , which  hinders  the 
possibility  of  adopting Union  policies.Some  stakeholders  have  doubts  about  the  fact  that  a 
common definition could call into question the subsidiarity principle.It would not happen and , 
instead  ,  it would  produce  positive  externalities within  the  sector.In  fact  ,  the  subsidiarity 
principle would  still be applicable but  , with a  single common definition  ,  it would have  the 
additional  advantage  of  increasing  the  range  of  instruments  that  could  be  used  to  implent 
housing policies. 



Whereas  this  document  ,  the  Aragon  Homebuilder  and  Developer  Federation  propose  a 
broader definition on social housing in EU based in the following principles. 



Social housing definition should be much broader than currently adopted within the legislation 
on competition. 



Furthermore , it would be produce positive externalities for the whole homebuilder´s sector if 
the subsidiarity principle  , which  is  implemented  in  the EU  laws  , would still be applicable  in 
the social housing  legislation but with a single common definition  , that supposses a broader 
definition of social housing. 
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In the broader definition of social housing it should be taken account that recent cut in public 
expenditure and reduction  in the budget dedicated to housing policies are configuring at the 
present and looking forward a social housing without public subsidies. 



According  to  the  four  dimensions  that  characterize  European  social  housing  ,  the  broader 
definition of the latter will consist in: 



1.the tenure:the social housing will be provided for: 



  Rent 



  Sale of dwellings , included social housing as low‐cost housing for sale 



  Shared omnership 



2.provider of the service will include private for‐profit developers among others stakeholders 



3.beneficiaries:it  should  be  opt  to  a  universalistic model  in which  the  objective  should  be 
provide the whole population with decent quality housing at an affordable price. 



The economic crisis has worsened the socio‐economic conditions of an increasing share of the 
population  ,  leading  to  higher  demand  for  affordable  housing  and  social  allowances  in  the 
majority  of  European  countries.The  economic  crisis  represented  an  unexpected  exogerous 
demand  shock  for  the  social  housing.Therefore  the  crisis  has  created  two  new  potential 
beneficiaries of social housing services: 



    Middle class households 



    Workers with temporary or atypical contracts 



, both would be exclude to the access of social housing , whereas the restrictive definition of 
social housing resolved by the EC within the concept of Service of General Economic  Interest 
(SGEI) , which is only intended for the disadvantages. 



Open to new private players , such as middle class households and workers , in the demand of 
social  housing  is  necessary  .This  opening  could  be mitigated  by  the mix  of  the  generalistic 
model with a targeted model. Through the targeted income ceiling could be introduced among 
the new private players.Therefore the highest income ceiling is set sufficiently high in order to 
guarantee an income mix among beneficiaries. 



The social housing could be subject to a sale price limit regard with the ratios  loan to income 
and price to income of the buyers and whereas: 
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1.the average of the disposable incomes of the EU citizens 



2.the  effort to pay mortgage up 30% of the disposable incomes 



3.the save of a deposit of the 20% price´s sale 



4.funding  arrangements:  private  for‐profit  developers  providers  will  finance  their  activity 
through an  internal devaluation of  the production  factors  in  the social housing  industry as a 
shock measure to become more competitive.This  internal devaluation should be consisted  in 
supply policies focused on savings in production costs.These supply policy measures will slowly 
replace the demand policies , namely subsidies policies. 



Examples of supply policies as funding arrangements for the social housing would be: 



  4.1 Credit raised on the private finance market: 



    despite  more  expensive  funding  following  the  economic  crisis  ,  the  social 
housing sector is actually seen as a risk free investment for lenders 



    because of the economic crisis , investors have become more risk averse and it 
somewhat enhances the ability of the social housing sector to obtain funding from the private 
sector 



     



To  encourage  this movement  that  it  is described  in  the   private  finance market  ,  it 
should be implemented some measures like: 



CRDIV:social housing mortgages should have a lower weight in order to fix the 
amount  



LCR  and  NFSR:social  housing  mortgages  have  to  be  considerated  in  these 
ratios lowering their weights 



EU wide deposit  insurance  scheme:social housing mortgages with  lower  risk 
should be charged at this scheme with lower fees than other types of mortgages 



Single Supervisory Mechanism:the proposal of  the EC  for  SSM puts  in place 
supervisory  fees;the  ECB  shall  levy  fees  on  credit  institutions  .The  amount  of  a  fee 
levied on a credit institutions shall be proportionate to the importance and risk profile 
on the credit institution concerned.It could be proposed that social housing mortgages 
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lower  the  risk profile according  to determine  the amount of  fee  charged  to a  credit 
institution. 



Single Resolution Mechanism:the same proposal as in the SSM with regard to 
the social housing mortgages. 



Guideline of the ECB on monetary policy  instruments and procedures of the 
Eurosystem:retail  mortgage‐backed  debt  instruments  (RMBS)  as  non  marketable 
assets are used as collateral at ECB;these RMBS are subject  to a valuation haircut of 
24% at ECB. 



In  this  case  ,  the proposal will  consist  in  reduce  the valuation haircut below 
24% for the RMBS which were constituted by social housing mortgages. 



  4.2 Credit raised on the public finance market: 



    European  Investment  Bank(EIB):recently  a  fully  paid‐in  increase  of  EUR  10 
billion  in  the capital of EIB has been approved  to  support up  to EUR 60 billion of additional 
financing over the next three to four years.This would unlock up to three times amount form 
the other providers of finance to support a total of up to EUR 180 billion for  investment.The 
amount of finance is geared to: 



  EU innovation and skills iniative 



  EU SME access to finance initiative 



  EU resource efficiency iniatitive 



  EU strategy infrastructure iniative 



The homebuilder and real estate sector  is excluded of the targets  , albeit the private 
credit institutions are collapsed. 



While  the private credit  institutions continues collapsed  ,  the proposal could be  that 
EIB intends to include in its targets with the increase of capital the finance for private for‐profit 
developers  for  their  social housing projects  (ownership and  rent).In  this  case  the ownership 
will be a new trend for the targets of the EIB. 



  Europe 2020 Project Bond Initiative: the objective is to increase debt financing 
availability for large scale infrastructure projects in the targets aereas of transport , energy and 
broadbad.The  EIB‐supported  by  the  EU‐would  provide  credit  enhancement  to  project 
companies  raising  senior debt under  the  form of bonds  to  finance  infrastructure projects.In 
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fact , in the pilot phase of Europe 2020 Project Bond Initiative , the EIB would provide a loan or 
gurantee  (EIB  facility)  to  the  project  company  in  order  to  raise  the  likelihood  of  timely 
repayment of prinicipal and interes to bond holders during the lifetime of the bonds (therefor 
reducing  the  risk  of  such  bonds  and  ,  consequently  ,  increasing  their  credit  rating.This  EIB 
facility would rank between the equity and senior debt tranche. 



  The proposal  could  consist  in  include  social housing  finance  (ownership  and 
rent) as  target aereas of the Project Bond Initiative because of its lower risk in opposite other 
kinds of housings. 



  4.3 Public sector supports 



    The  purpose  will  consist  in  erase  the  public  subsidies  and    in  its  place 
implementing supply policies. 



    Inside  these  supply policies  , as example  , and  following  the  communication 
from the EC about this matter issued on 23/11/2011 , it could be enumerate a growth‐friendly 
tax policy for the social housing due to its lower risk and competitiveness which contribute to 
enhance  the  growth  and  employment.Some  examples  of  this  growth‐friendly  tax  policy  for 
social housing would be: 



      ‐referring  to  the  further  Financial  Transaction  Tax  (FTT)  ,  it  could be 
outline  that  RMBS  integrated  by  social  housing mortgages  (defined  as  qualified  residential 
mortgages) will be ring fence of the tax base in order to reduce the financial cost of this type or 
mortgages. 



      ‐social housing deserves a reduced or a super‐reduce Vat rate in order 
to  reduce  production  costs  and  to  regain  competitiveness  for  the  social  housing  sector  for 
enhance growth and employment in the European housing sector. 
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CEAC´s (Confederación de Empresarios de la Construcción de Aragon -Aragon´s Homebuilders 
and Constructors Federation) proposals for available collateral in central bank operations and in 



private repo markets through the use of Residential Mortgages Backed (RMBs) integrated by social 
housing or affordable housing mortgages 



 
 -over time punishment and reputation have been replaced by collateral. This enabled a 
proliferation of promises, but has led to a scarcity of collateral 
 
 -one reason that makes collateral scarce is that the supply of sound collateral is in principle 
limited. Collateral is sound if it guarantees a quasi-certain stream of revenues 
 
 -collateral scarcity is a somewhat more topical issue in the EA than elsewhere. It can affect the 
functioning and stability of the financial system in several ways, possibly resulting in: 
 
  1. persistent changes in the relative cost of different forms of bank funding 
  2. changes in bank balance sheets with implications on lending behaviour 
  3. greater sensitivity of financing conditions to changes the value of collateral assets 
 
 -there is a difference between scarcity and shortage: 
 
   -scarcity is a fact and not a problem per se 
   -the problem would be a shortage of collateral and/or an impaired price 
mechanism 
 
 -key quantitative measures of global liquidity have tipically focused on the asset side of the 
balance sheet, and so have generally tracked the evolution of cross-border and foreign currency credit. 
Complementary measures that focus on the funding side or the balance sheet have also been developed. 
This allows a system of classification that is particularly useful in exploring the financial stability 
implications of liquidity expansion. Specifically, it allows the distinction of core liquidity, which captures 
the use of traditional deposit based funding, from non-core liquidity which captures the use of 
securitazion and collateral based funding. Core liquidity approximates traditional monetary aggregates, 
such us M2 or M3, whereas non-core liquidity measures the growing role of the shadow banking system. 
From a financial stability perspective, both asset growth and noncore funding are particularly useful for 
surveillance. Asset growth reflects the cross border credit extended by banks and other financial 
institutions thar are often associated with the rapid build up of foreign currency denominated credit. 
Similarly noncore funding indicators can convey information about potential risk-taking in the economy. 
In line with the accelerating pace of financial innovation, the largest and most procyclical component of 
global liquidity has been the noncore-or shadow banking-component. However, the global financial crisis 
resulted in a dramatic collapse in non-core liquidity. The elevated aversion to risk and the freezing of 
collateral-based markets forced shadow banks to sharply scale back their balance sheets. 
 
 Quantity indicators provide little evidence of a return os excess global liquidity; from the asset 
side the crisis resulted in a collapse of cross border credit over 2008-2009, and since 2010 international 
claims have emained effectively stagnant. From the funding side, noncore liquidity continues to shrink as 
a proportion of GDP and there is no sign of a rebound yet. 
 
 -the Eurosystem has taken a number of measures to make the supply of collateral assets more 
elastic which ultimately should help a smooth transmission of monetary policy impulses, and support 
financial stability 
 
 -collateral framework of the Eurosystem: has always implemented a broad collateral framework, 
i.e.it has chosen accept a broad range of asset types as collateral in its credit operations reflecting: 
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  -the large number of its eligible counterparties 
  -the heterogeneity of financial markets in Europe 
  -the differences in business models of European banks 
 
 -the Eurosystem has made a considerable number of amendments to its framework for 
conducting monetary policy, including an extension of collateral eligibility by accepting more asset types 
and reducing rating threshold both in the aftermath of the Leman default and more recently, in response 
the sovereign crisis 
 
 -guiding principles of the Eurosystem collateral framework and what factors drive amendments 
to it: 
 
  1. first principle: the collateral accepted by the Eurosystem in all credit operations must 
be adequate. In determining this adequacy the Eurosystem has to achive two goals: 
   1.1 to provide the necessary funding to the banking sector which, in turn, 
requires that sufficient  quantities of eligible collateral be available  on the balance sheet of counterparties 
   1.2 the integrity of the Eurosystem´s balance sheet , which requires  that risks 
in lending  to banks be kept under control. To achive this goal  the Eurosystem applies a set of eligibility 
criteria for collateral and implements appropriate risk mitigating measures; the principle these measures is 
the remaining risk after the implementation of risk control measures, while being aware that we can never  
perfectly achive this result. This would mean, for example, that by applying a haicut of 0,5% to a Tresury 
bill, we achieve the same protection as when we apply a haircut of 60% or more to a 10-year bank loan, 
when both assets are accepted as collateral in central bank operations. 
 
  2. second principle: the Eurosystem must remain ready to adapt its framework to such 
developments at any time. This may require changes in the eligibility criteria, including the acceptance of 
additional asset classes or rejection of existing asset classes, or adjustments in the risk control and 
valuation framework.There are several reasons why central banks may need to adopt a broad collateral 
framework, particularly in crisis, and to have it broader relative to the interbank repo collateral set: 
 
   2.1 the role of a central bank as a backstop facility avoids a worsening crisis of 
confidence 
   2.2 a central bank is the only player that never has liquidity constraints, 
therefore, in case, of counterparty default, the central bank has ample time to liquidate collateral and wait 
mean reversion of values 
   2.3 central banks can impose haircuts that protect them from adverse scenarios 
in the collateral liquidation process, as they are considered risk-free 
 
 -the summary o the guideline of the ECB of 20 March 2013 on additional temporary measures 
relating to Eurosystem refinancing operations and eligibility of collateral and amending Guideline 
ECB/2007/9 consists in: 
 
   1. Asset-backed securities (ABS), among others requirements shall also satisfy  
this: 
    1.1 the cash-flow generating assets backing the ABS shall belong to 
one of the following asset classes: 
     Residential mortgages 
     Loans to small and medium-sized enterprises (SMEs) 
     Commercial mortgages 
     Auto loans 
     Leasing 
     Consumer finance 
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   2. ABS that have two ratings of at least single A shall subject to a valuation 
haircut of 16% 
 
   3. ABS that do not have two ratings of at least single A shall subject to the 
following valuation haircuts: 
    ABS backed by commercial mortgages 32% 
    All other ABS 26% 
 
   4. an NCB may accept as collateral for Eurosystem monetary policy operations 
ABS whose underlying assets include residential mortgages or loans to SME or both and which do not 
fulfil the standard credit assessments requirements but which otherwise comply with all eligibility criteria 
applicable to ABS and have two reatings of at least triple B. Such ABS shall be limited to those issued 
before 20 June 2012 and shall be subject to a valuation haircut of 32%. 
 
   For these purposes the ECB considers that: 
 
    SME means an entity engaged in an economic activity, irrespective of 
its legal form, where the reported sales for the entity or if the entity is a part of a consolidated group, for 
the consolidated group is less than EUR 50 million. 
 
    Residential mortgage, besides residential real estate mortgage-backed 
loans, shall include guaranteed residential real estate if the guarantee is payable promptly on default. Such 
guarantee may be provided in different contractual formats, including contracts of insurance, provided 
they are granted by a public sector entity or a financial institution subject to public supervision. 
 



  CEAC´s proposal: retail mortgage-backed debt instruments (RMBS) 
as non marketable assets are used as collateral at ECB; these RMBS are subject to a valuation 
haircut of 24% at ECB. 



In this case, the proposal will consist in reduce the valuation haircut 
below 24% for the RMBS which were constituted by social housing or 
affordable housing mortgages in a broader concept such as it is contained in the 
European Parliament Resolution on social housing issued on 11 Juny 2013. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the  effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 



 
 For these reasons, it makes economic sense that, in a liquidity crisis, central banks continue to 
accept what is no longer accepted in the interbank market. They nevertheless should still act with 
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prudence. This means adequate risk protection, careful monitoring of submitted collateral and adjusted 
eligibility criteria if necessary. 
 
 Collateral scarcity may be driven by: 
 
  Regulatory changes 
  Risk aversion 
  Counterparty risk 
 
 There is a move to increase demand for high quality assets: 
 
  1.) A move from unsecured to secured transactions 
  2.) Increase of use of CCPs (Central Counterparties) as mandated by the G-20:they play 
a major role in reducing counterparty risk, thereby mitigating the potential risks associated with the 
drying-up of funding sources : 
   1. as independent clearing agents, CCPs are  well positioned to offer effective 
protection against counterparty risk through the application of consistent margin requirements to a wide 
range of counterparties and through multilateral netting and risk sharing 
   2. CCPs also provide enhanced transparency for the markets they serve, which 
in turn facilitates appropriate risk management and may also help to reduce excessive leverage 
   3. as a result of multilateral netting, CCPs may also free up collateral 
   The ECB supports the execution of repo transactions via CCPs. In Europe, 
market incentives seem sufficiently strong to favour use of CCPs and the ECB would not see a need at the 
current juncture to advocate regulatory action to impose central claring of repos. 
 
   An expanded use of CCPs should be accompanied by effective supervision and 
oversight and in this regard keys pillars are: 
   
    -the global Principles for Financial Market Infraestructures (PFMIs) 
developed joined by CCPs and the International Organisation of Securities Commissions (IOSCO) 
    -development of recovery and resolution regimes of CCPs 
 



   CEAC´s proposal:the ECB should foster the execution of 
repo transactions via CCPs that were constituted by social housing or affordable housing 
mortgages in a broader concept such as it is contained in the European Parliament Resolution on 
social housing issued on 11 Juny 2013. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 
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  3.) Larger recourse to central bank liquidity 
  4.) Asset Purchase Programmes by central banks 
   
 During the second quarter of 2012 m the average amount of eligible collateral for Eurosystem 
liquidity operations was €14.3 trillion, however, only €2,5 trillion was put forward as collateral by 
counterparties to be used in ECB liquidity operations that came to an average outstanding amount of 
around €1.3 trillion. This shows that despite the fears of collateral scarcity in the EA, there is some 
leeway in collateral availability. The concerns about collateral scarcity is characterised by heterogeneity 
in the euro area since some credit institutions have a sufficient collateral pool, while others have less 
leeway. Not surprisingly the latter are usually located in those Member States that are hit particularly hard 
by the sovereign debt and banking crisis. 
 
 In general, to increase access to available collateral for use in central banks operations and in 
private repo markets the three typical medium to long term wholesale funding sources ( secured, 
unsecured and securitisation) need to function properly, adding value to both issuers and investors. 
 
 The composition of assets used as collateral in the Eurosystem liquidity operations mirrors the 
state of the financial markets: 
 
  1. the share of ABS as collateral quickly increased  
  2. the non marketable assets and above all credit claims (i.e. normal bank loans) have 
become the largest single asset class in the ECB collateral portfolio  
  3. uncovered bank bonds constituted the largest marketable asset type in 2009, mostly in 
non guaranted forms 
 
 A structural change in the demand for collateral would be more the result of a series of 
regulatory changes: 
 
  -LCR under Basel III 
  -regulatory changes on derivates trading 
  -proposed capital charges in Solvency II for insurers making it more attractive to hold 
covered bonds 
  -Dodd-Frank Act 
 
 as well as a structural move away from unsecured towards secured funding arrangements. 
 
 The efficient and flexible use of collateral facilitates market participants collateral management 
can contribute to the development of liquidity and smoothly functioning repo markets. 
 
 Some potential policy responses to mitigate or to address the negative effects of collateral 
scarcity has been adopted by the ECB and the industry in order to the supply of collateral assets by 
financial institutions would be more elastic by encouraging the creation of new assets or making it easier 
to mobilise existing ones: 
 
  1. lowering the minimum rating requirements at issuance for specific ABS and allowing 
the use of additional credit claims 
 
  2. leading as a catalyst in efforts to improve financial market conditions and to increase 
transparency and standarsdisation in some market segments such as the Prime Collateralised Securities 
(PCS) promoted by the Association for Financial Markets in Europe (AFME).In a broader context there is 
a need for structural market innovation to improve SME financing. Such an innovation would create a 
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market for asset-backed securities where the underlying assets are loans to SMEs. It could also support 
the revival of this market by increasing transparency and therefore investor confidence. Having access to 
a diversified source of finance for SMEs will enhance their resilience through the business cycle. Because 
SMEs are characterised by their relative small size and because it is costly to collect information on their 
projects, they have limited access to capital markets. In this context, securisation offers an opportunity for 
the custodians of large pools of European savings to channel resources to SMEs. In this vein, the efforts 
put in place in the PCS initiative should be commanded. The PCS has defined common criteria on 
standardisation, quality, simplicity and transparency with the aim to improve market depth and liquidity 
for the ABSs. Is also included specific criteria on SME ABS. 
 



  CEAC´s proposal: in the Prime Collateralised Securities (PCS) 
market promoted by the Association for Financial Markets in Europe (AFME) RMB constituted 
by social housing or affordable housing mortgages in a broader concept such as it is contained in 
the European Parliament Resolution on social housing issued on 11 Juny 2013 could be a 
common criteria on standardization, quality, transparency and low risk with the aim to improve 
market depth and liquidity for this kind of RMB 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 



 
 
  3. the implementation of cross border triparty collateral management sevices within the 
Eurosystem collateral framework. Triparty services involve a triparty agent acting as a facilitator between 
the two parties to the repo. Triparty services are already used within the current operational framework of 
the Eurosystem, although only on a domestic basis and limited to small number of EA countries 
(Germany . Lx, France and Italy).In 2014 however, the Eurosystem will go-live with the support of cross 
border use of triparty collateral management services via the Correspondent Central Banking Model 
(CCBM), thereby making them equally available to all euro area counterparties. While triparty services 
do not increase the availability of collateral as such, they allow for a considerably more efficient delivery 
of collateral to the Eurosystem, in turn allowing counterparties to optimise the use of their collateral 
assets with central banks and in the market. To enhance this process even further, the Eurosystem is also 
cooperating with the market to achieve interoperability between the different triparty offers. 
 
  4. triparty settlements interoperatibility(TSI):an important feature of the European repo 
market set-up is the increasing integration between the repo clearing settlement and collateral 
management layers. While there is an increasing integration across these layers however, there remains in 
some cases a certain fragmentation that limits traders opportunities based on the location of the collateral. 
Working in close cooperation with the European Repo Council (ERC), the international central securities 
depositories (ICSDs) started to develop a triparty settlement interoperability model to support settlement 
of general collateral trading cleared by CCPs. With the interoperability between the two ICSDs´ collateral 











 
 
 
EMPLOYERS OF CONSTRUCTION OF ARAGÓN CONFEDERATION 
Plaza de Roma, F‐1, Planta 1ª Ofic. Nº 8 – Tfno. 976‐325797 – Fax 976‐533675 ‐ 50010 ZARAGOZA (SPAIN) 
E‐MAIL: administracionfecza@fecza.es ‐ info@fecza.es  
 



7 
 



management systems, market participants would avoid the fragmentation of their liquidity pools. The 
ECB is fully behind this market-led triparty interoperability initiative because of its collateral pooling 
benefits and efficiencies. 
  
  TSI is an important initiative that will help foster greater financial integration and 
harmonisation, reduce fragmentation and help to create a single European repo market. The aim of the 
TSI is to bring together borrowers and lenders, regardless of where the underlying liquidity collateral is 
held, thereby avoiding the build-up of silos of collateral in the market. 
 
  On 15 July 2013 was signed a MOU on TSI between ICSDs, banks ( in the name of the 
European repo Council and CCP with the respective parties committing to work further on a solution for 
TSI. 
    



   CEAC´s proposal: RMB constituted by social housing or 
affordable housing mortgages in a broader concept such as it is contained in the European 
Parliament Resolution on social housing issued on 11 Juny 2013 should be taken account in TSI. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 
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EUROPEAN CENTRAL BANK 
Securitisation2014@ecb.europa.eu 
 
 
After studying the document “The case for a better functioning securitization market in the European 
Union”, the organization which I chair, CEAC (Employers of Construction of Aragon Confederation) 
would like to make the following comments: 
 



On 5 May 2014 the Board of the European Central Bank has taken a series of measures of 
accommodative monetary policy to support financing the real economy. 
 
These measures include TLTRO with the condition that financial institutions which accept the 
same commitment to lend to households and non financial companies. However, the mortgage 
financing to acquire houses is expressly excludes of the TLTRO destination. This measure follows 
the model introduced at the end of 2012 by the Bank of England (BoE) and ending in early 2015 
known as Funding Scheme For Lending but unlike proposed now by the ECB the mortgage 
lending for the acquisition of housing was not excluded of the financing. Moreover, this Funding 
Scheme For Lending is not yielding the expected results by the BoE, behavior that can also 
reproduce now with the measure adopted by the ECB. 
 
Another measure is to relax the requirements of the collateral to be deposited with the ECB to 
access to its financing. A lack of more precise, have to check if the RMBA (residential mortgages 
backed assets) (securitization of retail mortgages) see more flexible their collateralization 
requirements to the ECB, which could favor the financing of real estate. 
 
Finally, the ECB has also decided to intensify preparatory work for a purchase of securitization 
provided that an amendment to the rules of the securitization market will be performed, in which 
the securitization of mortgages supposed until the beginning of the crisis more than 60 percent. In 
this line, after the joint statement of the ECB and BoE of 11 April 2014 noting the need to 
encourage the European securitization market through Securitization of High Quality definition 
that can be securitized with a significant risk reduction, the ECB has opened a period of 
contributions until 04 July 2014 for proposals to improve the securitization market. 
 
Against exclusion of financing the house purchase in the TLTRO nothing can make any European 
and Spanish business organization, although it highlights the fear that the ECB has the mortgage 
market, fear also shared by our business organization. 
 
Our business organization believes that the market mortgage-backed securities is dry and while the 
same will not reactive it will be impossible the mortgage financing can flow to the European and 
Spanish real estate sector. 
 
For these reasons, we include our proposals in English to encourage mortgage securitization 
market, based on the securitization of mortgages constituted by social housing in its broad concept 
according to the resolution of the European Parliament 11 June 2013 and/or housing affordable are 
qualified as Securitization High Quality (HQS) for its risk reduction and thus are favored by policy 
measures that encourage their securitization, generating resources for mortgage originators 
(financial institutions) may grant mortgage loans. We have presented these same proposals in the 
past to the European Banking Authority and the European Commission in its consultation on long-
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term financing, being one of the few European business organizations in the real estate sector 
which attended the public consultation of the European Commission and the only in Spain. 
 



For your information, Aragon is a region of Spain with 47,719 km² in length and 1,340,000 
inhabitants. The capital of this area is Zaragoza the fifth city of Spain. Furthermore, I am attaching mi 
curriculum vitae. 
 
Kind regards, 
 
José Luis Roca Castillo 
President 
Employers of Construction of Aragon Confederation (CEAC) 
Plaza de Roma, F-1, planta 1ª, oficina 8 
50010 Zaragoza (SPAIN) 
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After studying the document “The case for a better functioning securitization market in the European Union”, the organization which I chair, CEAC (Employers of Construction of Aragon Confederation) would like to make the following comments:



 



On 5 May 2014 the Board of the European Central Bank has taken a series of measures of accommodative monetary policy to support financing the real economy.



 



These measures include TLTRO with the condition that financial institutions which accept the same commitment to lend to households and non financial companies. However, the mortgage financing to acquire houses is expressly excludes of the TLTRO destination. This measure follows the model introduced at the end of 2012 by the Bank of England (BoE) and ending in early 2015 known as Funding Scheme For Lending but unlike proposed now by the ECB the mortgage lending for the acquisition of housing was not excluded of the financing. Moreover, this Funding Scheme For Lending is not yielding the expected results by the BoE, behavior that can also reproduce now with the measure adopted by the ECB.



 



Another measure is to relax the requirements of the collateral to be deposited with the ECB to access to its financing. A lack of more precise, have to check if the RMBA (residential mortgages backed assets) (securitization of retail mortgages) see more flexible their collateralization requirements to the ECB, which could favor the financing of real estate.



 



Finally, the ECB has also decided to intensify preparatory work for a purchase of securitization provided that an amendment to the rules of the securitization market will be performed, in which the securitization of mortgages supposed until the beginning of the crisis more than 60 percent. In this line, after the joint statement of the ECB and BoE of 11 April 2014 noting the need to encourage the European securitization market through Securitization of High Quality definition that can be securitized with a significant risk reduction, the ECB has opened a period of contributions until 04 July 2014 for proposals to improve the securitization market.



 



Against exclusion of financing the house purchase in the TLTRO nothing can make any European and Spanish business organization, although it highlights the fear that the ECB has the mortgage market, fear also shared by our business organization.



 



Our business organization believes that the market mortgage-backed securities is dry and while the same will not reactive it will be impossible the mortgage financing can flow to the European and Spanish real estate sector.



 



For these reasons, we include our proposals in English to encourage mortgage securitization market, based on the securitization of mortgages constituted by social housing in its broad concept according to the resolution of the European Parliament 11 June 2013 and/or housing affordable are qualified as Securitization High Quality (HQS) for its risk reduction and thus are favored by policy measures that encourage their securitization, generating resources for mortgage originators (financial institutions) may grant mortgage loans. We have presented these same proposals in the past to the European Banking Authority and the European Commission in its consultation on long-term financing, being one of the few European business organizations in the real estate sector which attended the public consultation of the European Commission and the only in Spain.



 



For your information, Aragon is a region of Spain with 47,719 km² in length and 1,340,000 inhabitants. The capital of this area is Zaragoza the fifth city of Spain. Furthermore, I am attaching mi curriculum vitae.



 



Kind regards,



 



José Luis Roca Castillo



President



Employers of Construction of Aragon Confederation (CEAC)



Plaza de Roma, F-1, planta 1ª, oficina 8



50010 Zaragoza (SPAIN)
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CEAC´s (Confederación de Empresarios de la Construcción de Aragón -Aragon´s Homebuilders 
and Constructors Federation) proposals on joint EIB-EU risk sharing instruments to finance 
Special Activities in the EU priority areas report for the European Council 27-28 June 2013 



 
 On 2 May 2013 the President of the ECB after the meeting of the Governing Council stated an 
statement in which he considered that it was implement several measures broader than a standard measure 
category as collateral and the second set has to do with the purchases of assets. He remarked that the ECB 
cannot do: 
 
  Supplement governments for their lack of structural reforms 
  Clean banks’ balance sheets 
  Business of monetary financing (i.e. buying government bonds) 
 
 He maintained that when you consider all this, you look at what assets could be purchased and 
then you look at what sort of financial infrastructure the Europeans have. And that is the different from 
the USA. In the US 80% of credit intermediation goes via the capital markets. Capital markets rate and 
price assets in the right or wrong way, but it`s fairly transparent. In the European situation-he added-that 
it is the other way round 80% of financial intermediation goes through the banking system. So, you are 
left with buying what? SME loans, residential mortgages and mortgages to non residents and a few other 
type of loans. 
 
 It should be found a way of packaging these loans in a way that they can be priced. And that is 
where the reference to other institutions more suited for this job of packaging and guaranteeing the loans 
comes in: the reference to the European Investment Bank and the reference to the European Commission 
itself. 
 
 Keeping with the statement of the ECB President, the European Commission and the European 
Investment Bank issued a joint report to the European Council 27-28 June 2013 on risk sharing 
instruments to finance further Special Activities in EU priority areas (such as innovation and skills, SME 
access to finance, resource efficiency and strategic infrastructures) 
 
 The EC and the EIB have closely cooperated to develop and implement risk-sharing instruments 
which leverage resources from the EU budget with EIB lending. 
 
 The use of financial instruments is expected to increase during the next MFF under programmes 
such as: 
   
   Connecting Europe Facility 
   COSME 
   Horizon 2020 
   ESIF (European Structural and Investment Funds) 
  
 The EC and the EIB are exploring joint risk-sharing mechanisms under the new MFF which 
would allow MS to voluntary earmark part of the Structural Funds for this purpose. In particular, a joint-
instrument blending EU funds available under COSME, Horizon 2020 and EUR 10 bn of ESIF dedicated 
resources in cooperation with EIB/EIF is proposed in view of generating additional lending to SMEs. 
Three options have been proposed by the EC which could, in the period 2014-2020, leverage up to EUR 
100 bn depending on: 
 



- the scale of participation by MS 
-the adjustments made in the draft ESIF legislation 
-the timing and the response of the financial markets 











 
 
 
 
EMPLOYERS OF CONSTRUCTION OF ARAGÓN CONFEDERATION 
Plaza de Roma, F‐1, Planta 1ª Ofic. Nº 8 – Tfno. 976‐325797 – Fax 976‐533675 ‐ 50010 ZARAGOZA (SPAIN) 
E‐MAIL: administracionfecza@fecza.es ‐ info@fecza.es  
 
 



2 
 



 
 The instruments would be designed to provide assurance that the amount of funds contributed by 
a particular MS from its ESIF programmes would generate loans to a value of several times the amount 
through lending to SMEs in that Member State for the benefit of the respective programmes areas. 
 
 The development of joint financial instruments by the EC, EIB and MS aims at leveraging 
private sector and capital market investment in SMEs and infrastructures, thereby reducing reliance on 
sovereign backed financing of such priority investments. 
 
 As one of the few institutions issuing debt on an European level at AAA financing conditions, 
the EIB can help to alleviate the problems of fragmentation in EU financial markets. The targeted 
provision of long term financing to banks with the aim of supporting access to finance of SMEs fills an 
important gap that cannot be addressed through central banks and alleviates important supply constraints 
for investments. 
 
 Bringing forward economically and financially viable infrastructure projects can have a 
significant countercyclical effect and is instrumental in creating employment during the construction 
phase, especially in segments of the workforce that are hardest hit by the crisis. 
 
 The EIB and the EIF together with the EC and the ECB are analysing the best ways of enhancing 
funding to SME, revitalising the securitisation market as a channel to mobilise more resources and 
redistribute risks across the economy in a sustainable way. The discussions focus on options for reviving 
the structured credit markets to support SME lending in particular (but not limited to) the more vulnerable 
MS. 
 
 Collaboration is directed at covering two dimensions: 
 
  1. sufficient funding for the banking sector directed specifically to SME lending 
  2. credit enhancement of existing or new SME loan pools so as to reduce distorted credit 
margins and attract institutional investors in large SME loan pools alleviating important supply 
constraints for investments 
 
 The key to unlocking the leverage efforts for such Joint Instruments is the widest possible 
participation by MS. While participation through contributions from ESIF programmes would necessarily 
be voluntary, all MS would be strongly encouraged to contribute to the Joint Instruments froms their 
ESIF allocations in the knowledge that their contributions would support increased lending to SMEs on 
their territory, while increasing the leverage effects for all. 
 
 The EC has developed three broad options for Joint Instruments. The options are presented as 
alternatives. Any such Joint Instruments would of course co-exist with multiple initiatives supported by 
ESIF at regional or national level and would not exclude the creation of additional parallel Joint 
Instruments in other EU policy areas as currently envisaged by the the draft Common Provisions 
Regulation of ESIF: 
 
 1. Joint SME guarantee instrument combined with a Joint securitisation instrument for 
new loans 
 
 Under this instrument, funds would be pooled from COSME, Horizon 2020 and the ESIF funds 
and combined with the resources of the EIB and EIF to provide a combination of: 
 
  1.1 guarantees for new SME lending by financial intermediaries to SMEs under a Joint 
Guarantee Instrument 
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  This instrument would provide guarantees to banks which in turn will lend to SMEs. 
 
  Banks will benefit from partial capital relief for new loans through uncapped portfolio 
guarantees. 
 
  Nevertheless banks would keep at least 20% of the risks to ensure alignment of interest 
 
  1.2 guarantees for portfolios of new SME loans for the purposes of securitisation 
 
  Such portfolios would need to be built up by the banks in a specified time period (2-3 
years) with the view to being securitised. 
 
  The capital relief and the additional liquidity would materialise in the future once the 
portfolios are fully created and securitised 
 
 It is worth noting that these two instruments will be operated in parallel and not cumulatively to 
avoid double funding by ESIF.  
 
 Leverage (2014-2020) 
    
  -the proposed allocation is 75/25% to smmothen budget consumption, which blends 
75% of guarantees with 25% of securitisation, EUR 10 bn from ESIF and EUR 420 m from COSME and 
Horizon 2020 would be allocated to generate lending to SMEs of an estimated EUR 55-58 bn (a levarege 
ratio of roughly 1:5) 
 
 Advantages 
 
  -provides incentives for new SME lending through partial capital relief for new 
portfolios of SME lending 
  -can be delivered without significant modifications to the draft Common Provisions 
Regulation for the ESIF 
  -MS´ ESIF funds would be used exclusively to provide loans for and to meet losses 
incurred with respect to SMEs in their territory in corresponding programmes 
  -the combination of 2 instruments would help SMEs and help revitalise the SME backed 
securitisation market in around 3 years time 
 
 Disadvantages 
 
  -any securitisation ca only take place in the 2-3 years after new SME loan portfolios 
have been built up 
  -for both instruments banks would need to mobilise their own capital upfront to make 
loans to SMEs. In the current phase of deleveraging and cleaning up of bank balance sheets to prepare for 
SSM and Banking Union this limits the speed at which new portfolios could be built up 
  -no role for private/institutional investors in the next 2-3 years, hence high reliance on 
public funds 
  -technically complex to operate under shared management with respect to allocation by 
category of region 
  -no risk pooling limits portfolio diversification and hence leverage effect 
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 2. Joint securitisation instrument allowing for a securitisation of both new and existing 
SME loans portfolios 
 
 Under such a joint securitisation instrument, public funds (ESIF, COSME, Horizon 2020, EIF, 
EIB, national promotional banks) would be combined for the securitisation of portfolios of SME loans. 
 



This means that loans to SMEs would be bundled and guaranteed to provide capital relief to the 
intermediary in the case of unfunded securitisation. In case the tranches are sold or to institutional 
investors, they will also generate immediate liquidity for banks to use to create new loans for SMEs. 



 
There would be requirements for the financial intermediary to finance new loans to SMEs 



proportional to the amount covered by the joint instrument. 
 
The securitisation of portfolios of existing loans would increase the impact and immediacy of 



this instrument compared with option 1. 
 
 Leverage (2014-2020) 
    
  -EUR 10 bn from ESIF and EUR 420 m from COSME and Horizon 2020 would be 
allocated to generate lending to SMEs of an estimated EUR 65 bn (a levarege ratio of roughly 1:6) 
 
 Advantages 
   
  -partner banks would not need to mobilise new capital to make new loans. This would 
accelerate the creation of new SME loans 
 
  -attracts private money from institutional investors purchasing securitised assets. This in 
turn reduces the demands on public money, which would be freed up for other uses. It will also make 
European SMEs less reliant on banks for their financing 
 
  -MS ESIF funds would be used to deliver new loans for SMEs and to meet losses 
incurred with respect to SME loans on their territory 
 
  -would help revive the commercial securitisation market, which would open up new non 
bank sources of finance for SMEs that currently depend almost entirely on bank financing 
 
 Disadvantages 
 
  -securitisation of existing SME loan portfolios would require modification of draft 
Common Provisions Regulation 
  
  -no risk pooling limits portfolio diversification and hence leverage effect 
 
 3. Joint securitisation instrument allowing for a securitisation of  new and existing SME 
loans portfolios and risk pooling 
 
 This option respect the second, adds the possibility to pool risks, while ensuring that the on-
lending intermediary would generate new loans to SMEs to a value several times higher than the amount 
set aside by that MS for the benefit of the respective programme 
 
 Leverage (2014-2020) 
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  -EUR 10 bn from ESIF and EUR 420 m from COSME and Horizon 2020 would be 
allocated to generate lending to SMEs of an estimated EUR 100 bn (a levarege ratio of roughly 1:10) 
 
 CEAC´s proposals: 
 



1. incorporate in the EU priority areas to finance SMEs, and therefore in the priority areas to 
finance by the financial intermediaries wihich obtain the funding through the measures 
cointained in the join report, the following: 



 
 energy efficiency not only in renovation and renewal of buildings but in new construction, specially 
in new construction of social and affordable housing (for sale and to rent) in the broader concept that it is 
contained in the European Parliament Resolution issued on 11 June 2013 
 activity of the energy services companies that are involved in the development of energy effiency, 
specially in the renovation and the new construction of social and affordable housing (for sale and to rent) 
in the broader concept that it is contained in the European Parliament Resolution issued on 11 June 2013 
 renovation, renewal and new construction of social and affordable housing (for sale and to rent) in 
the broader concept that it is contained in the European Parliament Resolution issued on 11 June 2013 
 



2. the concept of SME should consider as in the ECB, where SME means an entity engaged in 
an economic activity, irrespective of its legal form, where the reported sales for the entity or 
if the entity is a part of a consolidated group, for the consolidated group is less than EUR 50 
million. 



 
securitisation with guarantees through public funds (ESIF, COSME, Horizon 2020,EIF,EIB, national 
promotional banks) The discussions focus on options for reviving the structured credit markets to support 
SME lending in particular (but not limited to) the more vulnerable MS. 
 



3.  should include portfolios of social and affordable housing mortgages. The funding obtained 
by this way, in turn, should channel by the financial intermediaries and financial institutions 
in order to grant mortgages for social and affordable housings (for sale and to rent) in the 
broader concept that it is contained in the European Parliament Resolution issued on 11 June 
2013 



 
Furthermore, portfolios of social and affordable housing mortgages due to their low risks 
couldn’t need this kind of guarantee for the securitisation. However, the guarantees on social 
housing and affordable housing mortgages portfolios could contribute to overcome the 
financial fragmentation in the EU as financial intermediaries of the EU core would purchase  
securitisation of portfolios of the EU periphery. 



  
4. the reviving of the structured credit markets to support SME lending should channel  in 



particular for the more vulnerable MS but not limited to these MS. Another question, could 
be that non-vulnerable MS could transfer their rights on public funds (ESIF, COSME, 
Horizon 2020) in order to increase the guarantees of vulnerable MS for their securitisations. 



 
5. vulnerable countries should consider those which are include in an assistance programme by 



the Troika, including the case of Spain which is receiving financial assistance for the 
recapitalisation of its financial system 



 
6.  securitisation with RMB integrated by social and affordable housing mortgage in the broader 
concept of social housing contained in the European Parliament Resolution issued on 11 June 
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2013 could be exempted of retention requirements moreover of other incentives such as capital 
relief 



 
7. CEAC would complete the European Parliament Resolution issued on 11 June 2013 with  a 
contribution consists in that social housings or affordable housings, without subsidies and state 
aids, could be subject to a sale price limit regard with the ratios loan to income and price to 
income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 



This kind of social housing should be rewarded by supply policies in order to reduce 
production´s costs that allow align prices to purchasing power of customers. 
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ARAGON HOMEBUILDER AND DEVELOPER FEDERATION COMMENTS ON EBA CONSULT TO 
DEFINE HIGHLY ASSETS IN THE LCR 



The  Basel  Committee  has  developed  the  LCR  to  promote  the  short‐term  resilence  of  the 
liquidity risk profile of banks by ensuring that they have sufficient HQLA to survive a significant 
stress scenario lasting 30 calendar days. 



The standard requires that m absent a situation of financial stress , the value of the ratio be no 
lower than 100% on an ongoing basis because the stock of unencumbered HQLA is intended to 
serve as a defence against the potential onset of liquidity stress. 



The LCR has two components: 



1.value of stock of HQLA in stressed conditions 



2.total net cash outflows , calculated according to the scenario parameters outlined below 



The numerator of the LCR is the value of the stock of HQLA. 



The characteristics that stock of HQLA should posses should be: 



  1.low risk: 



assets that are less risky tend to have higher liquidity 



    2.ease and certainty of valuation: 



    an asset liquidity increases if market participants are more likely to agree on its 
valuation.Assets with more standardised   homogeneus and simple structures tend to be more 
fungible , promoting liquidity 



  3.low correlation with risky assets 



  4.listed on a developed and recognized exchange 



  5.active and sizeble market 



    The asset should have active outright sale or repo market all times 



  6.low volatility 



  7.flight to quality 



  Level 2 assets can only comprive up to 40% of the asset stock. 
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  Level 2B assets should comprise no more  than 15% of the total stock of HQLA. 



Certain  additional  assets  (level  2B) may  be  included  in  level  2  at  the  discretion  of  national 
authorities. 



Large haircut is applied to the current market value. 



Level 2B assets are limited to the following: 



1. Residential mortgage backed securities that satisfy the following condition subject to a 
25% haircut: 



1.1 not  issued by and  the underlying assets have not been originated by  the 
bank itself or any of its affliated entities. 



1.2 the underlying asset pool  is restricted to residential mortgage and cannot 
contain structures products. 



1.3 have  a  long  term  credit  rating  of  AA  or  higher  or  a  short  term  rating 
equivalent in quality to the long term 



1.4 the  underlying  mortgages  are  full  recourse  loans  (ie  in  the  case  of 
foreclosure  the mortgage  owner  remains  liable  for  any  shortfall  in  sales 
proceeds  from  the  property)  and  have  a maximum  LTV  ratio  of  80% on 
average 



1.5 the  securisation  are  subject  to  risk  retention  regulatons  which  require 
issuers to retain an interest in the assets they securitise 



According  to  these principles  the EBA  issued a discussion paper presenting  the methodology 
and scope of its forthcoming analysis on definitions of highly liquid assets. 



Furthermore  , the EBA will report to the EC on appropriate definitions of high and extremely 
high  liquidity  and  credit  quality  of  transferable  assets  for  the  purpose  of  the  LCR  including 
suggested haircuts. 



The EBA maintain that a key component of the LCR is the stock of HQLA which institutions can 
sell or pledge it withstand a liquidity stress and that the 2013 Bassel text defines two level of 
suchs liquid assets: 



  1.the highest liquidity Level 1 assets  
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  2.the  relatively  less  liquid  Level  2  assets.National  authorities  are  also  permitted  to 
allow  institutions to hold a part of their  level 2 assets  in form of  less  liquid securities such as 
high‐quality RMBS. 



The draft CRR  tasks EBA with advising on appropriate unifom definitions of  liquid assets  for 
such a liquidity buffer , and for this purpose defines two categories of transferableassets: 



    Assets of extremely high 



    Assets of high liquidity and credit quality 



More  in particular  ,  the CCR proposal  requires  the  EBA  to  assess  a  range of  asset  classes  , 
including but not restricted to those identified as liquid under art 404.In particular , the report 
should  also  consider  other  categories  assets  ,  in  particular  RMBS  of  high  liquid  and  credit 
quality among others. 



Under the article 481 of the draft CRR the EBA is tasked with providing uniform definitions of 
high and of extremely high liquidity and credit quality of transferable assets for the purpose of 
article 404 and appropriate haircuts.The report should also consider other categories of assets 
in particular RMBS of high liquid and credit quality. 



The EBA´s task is to translate the general definition of liquidity , and the criteria and guidance 
for  classifying  liquid assets  in  the CRR  text  ,  into a concrete definition of assets of high and 
extremely high liquidity ans credit quality based on objective creiteria , which could serve as a 
basis for the implementation of the LCR in the EU. 



We consider that RMBS of high liquid and credit quality could be those that which integrated 
by RED  (real  estate  development)  loans  and mortgages  for  social  or  affordable  housing  , 
provided by a broader definition. 



In  addition  ,  these RMBS  integrated  by RED  loans  and mortgages  for  social or  affordable 
housing with a broader definition of social housing , wouldn´t be subjected to a haircut and 
there would be a duty  for  the national authorities  to hold a part of  their  level 2 assets  in 
form of less liquid securities such as RMBS integrated by RED loans and mortgages for social 
or affordable housing. 



In  January  this  year  a document on  social housing  in  the  EU with  a broader definition was 
resquested by the Employment and Social Affairs Committee of the European Parliament. 



We introduce a summary of this document: 
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Housing is a right recognized by international and EU legislation , also forming part of the social 
inclusion objectives of the Europe 2020 strategy. 



The  Council  of  Europe  addressed  the  issue  of  the  right  to  housing  in  the  European  Social 
Charter adopted in 1961 and revised in 1996: 



Article  30  of  the  revised  version  deals with  the  right  to  protection  against 
poverty and social exclusion , establishing an obligation for States to promote effective 
access to a variety of services , including housing. 



Article  31  binding  States  to make  the  price  of  housing  accessible  to  those 
without adequate resources 



With regard to the EU  , the debate on housing has mainly developed from the  late 1990s.An 
important  point  of  reference  in  this  debate  is  the  European  Parliament Resolution  on  the 
Social  Aspects  of  Housing  (1997).This  document  expresses  the  need  to  include within  the 
Treaty  provisions which  lead  the  progressive  realization  of  the  fundamental  social  rights  of 
people living in Europe , those rights to include the right to decent and affordable housing for 
all.Moreover  ,  the  resolution  calls  for  the development of  a  social housing  for  all based on 
efforts to provide adequate housing for all. 



This  commitment  is made  concrete  in  the Charter of  Fundamental Rights of The European 
Union , first proclaimed in 2000 and amended in 2007: 



    In  the  article  34    the Union  recognizes  and  respects  the  right  to  social  and 
housing  assistance  so  as  to  ensure  a  decent  existence  for  all  those  who  lack  sufficient 
resources. 



Since  the Lisbon Treaty came  into  force  in December 2009  ,  the Charter has  the same  legal 
effect as  the Treaties  , and decent housing  is consequently  formally recognized as a right by 
the EU. 



Finally the housing issue is also part of the Europe 2020 strategy as part of the social inclusion 
objective. 



     



 



Social  housing  is  a  Service  of  General  Economic  Interest(SGEI)  ,  but  also  a market  sector 
increasingly open to new private players.This has led to the emergence of competing interests 











 



 



 
 
CONFEDERACION DE EMPRESARIOS DE LA CONSTRUCCION DE ARAGON 
Plaza de Roma, F‐1, Planta 1ª Ofic. Nº 8 – Tfno. 976‐325797 – Fax 976‐533675 ‐ 50010 ZARAGOZA 
 



5 



 



at  the EU  level  , such as  the commitment  towards social  inclusion and  the concern  for open 
competition in the single market. 



The  disputes  on  state  aid  that  have  arisen  in  recent  years  have  been  resolved  by  the  EC 
applying  a  restrictive  definition  of  social  housing  ,  which  is  only  intended  for  the 
disadvantaged. 



SGEIs are bound by specific rules with regard to competition and state aid.State aid in the EU 
is generally prohibited by the Treaty , because it distorts competition and trade in the single 
market , unless justified by reasons of general economic development. 



EU legislation on state aid has changed over time: 



  Monti‐Kroes package (dating back 2005): 



    ‐defines  the  conditions under which  the  compensation granted by a public 
body  to an organization providing a public  service  is possible without prior notification  to 
the Commission 



    ‐with  regard  social  housing  the  package  provides  that  aid  given  to  social 
housing by Member States  is exempted  from notificaction  to  the Commision  regardless of 
the amount 



    ‐the package entails a narrow definition of social housing restricting it only to 
housing  for  disadvantaged  citizens  or  socially  less  advantaged  groups  ,  which  due  to 
solvability constraints are unable to obtain housing at market conditions 



  Almunia package (December 2011): 



    ‐with  regard  social  housing  the  package  provides  that  aid  given  to  social 
housing by Member States  is exempted  from notificaction  to  the Commision  regardless of 
the amount   



    ‐uses the same restrictive definition of social housing contained in the Monti‐
Kroes package 



 



The  recent  recession  has  prompted  increasing  concerns  at  the  EU  level    about  housing 
affordability , particularly given that the housing market was hit hard by the crisis. 
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The  literature  review  conducted  indicates  that  no  common  definition  of  social  housing  is 
available at the EU level , with different States adopting different definitions that translate into 
varying levels of public intervention within the sector , referring to: 



Legal status of the landlord 



Rent regime 



Funding method 



Target population 



 



In general four dimensions characterize european social housing models and policies: 



1.the tenure:social housing is provide for: 



  Rent in most countries: 



    Threre is a hughe variation in the size of the rental sector:it is small in Eastern 
and Southern Europe . it is large in Northern Europe.The relative weight of private rental or of 
social rental varies significantly across states. 



  Sale of dwellings: 



In some Mediterranean countries such as Spain has provided social housing as 
low‐cost housing for sale 



Home ownership is not present in Northern Europe 



EU housing markets  are  characterized by  a hig  share of home ownership  , 
with  ranges  from  40%  in  Germany  to  over  90%  in  some  Eastern  European 
countries.On average , home ownership levels are higher in Southern than Nortehren 
Europe. 



  Shared ownership as in the UK 



2.provider of the service:involves a variety stakeholders 



  Local authorities: 



    Manage the existing social housing 
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  Public companies 



  Non‐profit or limites profit associations , companies and cooperatives: 



    Have become more  incolved  in  the provision of housing  services during  the 
past decade  , thanks to  large scale government subsidies and financing aids  , with the public 
sector regulating and programming the housing provision. 



    In Denmark and Netherlands social housing provision is the prerogative of the 
private non‐profit sector. 



    Cooperatives play a crucial role in some countries , namely , Austria , Belgium , 
Germany , Portugal , Spain and Sweden. 



  Private for‐profit developers : 



    Is responsible for developing new social housing 



    Historically social housing was created by  the private sector  , both charitable 
institutions  and  private  companies m  in  the  early  20th  century  when  industrialization  and 
urbanization increased housing needs. 



    Private providers  in  Italy  are  allowed  to participate  in  certain  social housing 
schemes after signing an agreement with local municipalities 



    In Spain preferential loans are available for potential providers and developers 



  Investors 



3.beneficiaries: 



  1.universalistic models:considering housing  to be a primary public  responsibility and 
thus to hold the objective of providing the whole population with decent quality housing at an 
affordable price.This model is directed to all citizens. 



  The  objective  of  social  housing  is  to  provide  the  whole  population  with  decent 
quality housing at an affordable price. 



  This model represents the natural evolution of traditional social housing in Western 
Europe , which was generally directed at workers and middle‐income groups. 



  Universal  social  housing  policies  are  designed  to  prevent  spatial  segregation  into 
ghettoes of poor households. 











 



 



 
 
CONFEDERACION DE EMPRESARIOS DE LA CONSTRUCCION DE ARAGON 
Plaza de Roma, F‐1, Planta 1ª Ofic. Nº 8 – Tfno. 976‐325797 – Fax 976‐533675 ‐ 50010 ZARAGOZA 
 



8 



 



  The  economic    crisis  that  started  in  2008  has  worsened  the  socio‐economic 
conditions of an increasing share of the population , leading to higher demand for affordable 
housing and social allowances in the majority of European countries. 



  Societal  changes  are  diversifying  the  housing  needs  of  the  population  , with  the 
emergence of new  issues for social housing:housing vulnerability no  longer only affects the 
most disadvantages , but also lower to middle‐income households  , with the latter finding it 
increasingly difficult to bear housing costs due to the economic crisis. 



  The  economic  crisis  represented  an  unexpected  exogenous  demand  shock  for  the 
social housing  sector  . With  the  increase  in  re‐possessions and evictions  forcing people  to 
rely on more affordable houses provided by housing associations.Moreover  ,  in almost all 
countries the economic crisis has created two new potential beneficiaries of social housing 
services: 



    Middle class households  



    Workers with temporary or atypical contracts 



  The  former  for  the  increase  in  unemployment  rate  and  the  drecrease  in  social 
benefits :the latter for the limited accessibility to stable tenancy or home ownership. 



  To provide an idea of the dimension of the demand shock , consider for instance that 
that : 



    In  Ireland  the  number  of  people  in  need  of  local  authority  housing  has 
increased by 75% since 2008 (ppassing from 56.000 applicants to 98.000) 



    In England housing waiting lists increased constantly from 1997 to 2011 (from 
1 to 1.8 million households) 



    In France  in 2012 1,2 million applicants were  registered on waiting  lists  for 
social housing 



    In  Italy  were  registered  630.000.Recent  surveys  conducted    reveal  that 
approximately one million housing unit would need to be built. 



2.targeted models:the  objective  is  to  satisfy  only  the  excess  housing  demand  not 
satisfied by  the market.Only households  for whom  the market  is deemed unable  to deliver 
housing able to benefit. 
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In  this  model  the  potential  beneficiaries  are  much  more  restricted  and  typically 
coorespond to extremely vulnerable households relying on a variety of welfare state benefits 



    Generalistic:housing  allocated  according  to  the  income  level.In  particular  , 
eligibility is based on means‐tested income thresholds. 



    Income ceilings are the most widespread criteria in defining eligibility for social 
dwellings. 



    In countries including Austria , France and Germany the highest income ceiling 
is set sufficiently high in order to guarantee an income mix among beneficiaries. 



    Registration for social housing waiting lists are open to anyone in countries like 
Denmark  ,  Sweden  and  Uk  in  order  to  avoid  social  segregation  and  to  ensure  that  public 
dwellings are accessible to all segments of society. 



    In Italy the ceilings are set at a very low levels 



    Residual:if  allocated  according  to  a  set  of  vulnerability  indicators.The  target 
population specifically includes the most vulnerable households. 



This placed an increased share of the population at risk of housing exclusion , which translated 
into  a  growing  demand  for  social  housing.Consequently  there was  an  upward  trend  into  a 
growing demand for social housing waiting list in almost all EU countries. 



Debate concerning social housing as SGEI yet also as a market sector increasingly open to new 
private players.Social housing  is considered as SGEI but however there  is a debate at the EU 
level  prompted  by  the  emergence  of  competing  interest.On  the  one  hand  ,  it  is  crucial  to 
satisfy housing needs  to  stimulate  social  inclusion  , yet on  the other hand  it  is necessary  to 
allow a satisfactory level of competition within the sector. 



 



4.funding arrangements 



  Housing providers finance their activity through: 



    Credit raised on the private finance market: 



      ‐loans 



      ‐mortgages 
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      ‐despite more  expensive  funding  following  the  economic  crisis  ,  the 
sector is actually seen as a risk free (and therefore attractive) investment for lenders due to 
its specific features: 



        ‐high level of regulation 



        ‐significant explicit or implicit guarantees 



        ‐long‐term stable and predictable cash flows 



      ‐because  o  the  economic  crisis  ,  investors  have  become  more  risk 
averse and  it  somewhat enhances  the  ability of  the  social housing  sector  to obtain  funding 
from the private sector 



       



    Credit raised on the public finance market: 



      ‐public loans form special public credit institutions 



      ‐it  is  increasingly  important  to  find  alternative  sources of  funding  to 
public resources.This can be achieved through partnerships with private stakeholders and the 
non‐profit sector. 



    Public sector supports: 



      ‐land for the construction of social housing at reduce pirces or for free 
such as Austria , Italy and Luxemburg 



      ‐public grants 



      ‐interest rate subsidies 



      ‐government backed gurantees 



      ‐municipal budget  



      ‐tax deduction 



      ‐detraction for social housing providers 



      ‐the recent economic downturn that has hit Europe since 2011 poses a 
serious threat to the possibilities of national governments to further expand their intervention 
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in the husing market.Indeed , the social housing sector is not immune to recent cuts in public 
expenditure and the budget dedicated to housing policies is reduced in a number of countries: 



        Social housing expenditure represented 0,1% of GDP in the EU‐
27 area 



        Rent beneficies  in social housing represented 0,28% of GDP  in 
the EU‐27 area 



      ‐significant  reduction  in  public  funds  devoted  to  the  social  housing 
sector  is also  represented by  the upward  revision  in  the Vat  rate applied  to  social housing  , 
which occurred in Italy , France , the Netherlands and Spain. 



       



The current study indentifies three elements common across European social housing sectors: 



1.mission of general interest 



2.obective of increasing the supply of affordable housing 



3.the  identification  of  specific  targets  defined  in  terms  of  socioeconomic  status  or  the 
presence of vulnerabilities 



After the entry into force of the Treaty of Lisbon , the Charter of fundamental rights including 
the  right  to  housing  assistance  has  become  part  of  the  legal  basis  for  EU  policies.Available 
statics indicate that around 3 million people in Europe lack access to decent housing. 



The  term  social housing has  two possible connotations according  to  the 2012 edition of  the 
Encyclopedia of Housing: 



1.all  types of housing  that  receive  some  form of public  subsidy or  social  assistance  , either 
directly or indirectly , which can include: 



    Tax relief on mortgage interest 



    Tax shelters for homeownership 



    Subsidies to builders 



    Depreciation allowances for investment in residential properties 



Below cost provision of collective public services for housing 
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In  this  type  ,  it  should  be  included  the  private  housing  stock  when  receives  some  public 
subsidies 



2.refers to traditional public housing , namely housing subsidied by the state and social rented 
housing , such as ccoperatives , rent‐geared to income , limited dividend and non‐profit private 
firms  and  political  organizations  other  than  governments.The  common  distinction  of  these 
new forms is that they are collectively managed or not‐profit basis. 



In light of these reflections providing a single definition of social housing at the EU level would 
be rather problematic , given the vast differences present in the models adopted by different 
countries.Therefore  ,  such  a  trenchant  solution  could  only  be  chosen  following  democratic 
debate between all Member States.At  this stage  ,  it appears crucial  that each country could 
contribute with its own welfare experience and tradition and that it would only be possible to 
derive a common definition of social housing after an interlocutory phase. 



Social housing definition should be much broader than currently adopted within the legislation 
on  competition  ,  and  that  this  would  subsequently  offer  the  advantage  of  preserving  the 
universalistic models of social housing and minimision the risk of social exclusion. 



According  to  the  principle  of  subsidiarity  housing  policies  are  stated  by  national  or  local 
(regional) governments in all EU member states , and given the lack of common definition the 
functioning  of  the  social  housing  sector  is  completely  country  specific  , which  hinders  the 
possibility  of  adopting Union  policies.Some  stakeholders  have  doubts  about  the  fact  that  a 
common definition could call into question the subsidiarity principle.It would not happen and , 
instead  ,  it would  produce  positive  externalities within  the  sector.In  fact  ,  the  subsidiarity 
principle would  still be applicable but  , with a  single common definition  ,  it would have  the 
additional  advantage  of  increasing  the  range  of  instruments  that  could  be  used  to  implent 
housing policies. 



Whereas  this  document  ,  the  Aragon  Homebuilder  and  Developer  Federation  propose  a 
broader definition on social housing in EU based in the following principles. 



Social housing definition should be much broader than currently adopted within the legislation 
on competition. 



Furthermore , it would be produce positive externalities for the whole homebuilder´s sector if 
the subsidiarity principle  , which  is  implemented  in  the EU  laws  , would still be applicable  in 
the social housing  legislation but with a single common definition  , that supposses a broader 
definition of social housing. 
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In the broader definition of social housing it should be taken account that recent cut in public 
expenditure and reduction  in the budget dedicated to housing policies are configuring at the 
present and looking forward a social housing without public subsidies. 



According  to  the  four  dimensions  that  characterize  European  social  housing  ,  the  broader 
definition of the latter will consist in: 



1.the tenure:the social housing will be provided for: 



  Rent 



  Sale of dwellings , included social housing as low‐cost housing for sale 



  Shared omnership 



2.provider of the service will include private for‐profit developers among others stakeholders 



3.beneficiaries:it  should  be  opt  to  a  universalistic model  in which  the  objective  should  be 
provide the whole population with decent quality housing at an affordable price. 



The economic crisis has worsened the socio‐economic conditions of an increasing share of the 
population  ,  leading  to  higher  demand  for  affordable  housing  and  social  allowances  in  the 
majority  of  European  countries.The  economic  crisis  represented  an  unexpected  exogerous 
demand  shock  for  the  social  housing.Therefore  the  crisis  has  created  two  new  potential 
beneficiaries of social housing services: 



    Middle class households 



    Workers with temporary or atypical contracts 



, both would be exclude to the access of social housing , whereas the restrictive definition of 
social housing resolved by the EC within the concept of Service of General Economic  Interest 
(SGEI) , which is only intended for the disadvantages. 



Open to new private players , such as middle class households and workers , in the demand of 
social  housing  is  necessary  .This  opening  could  be mitigated  by  the mix  of  the  generalistic 
model with a targeted model. Through the targeted income ceiling could be introduced among 
the new private players.Therefore the highest income ceiling is set sufficiently high in order to 
guarantee an income mix among beneficiaries. 



The social housing could be subject to a sale price limit regard with the ratios  loan to income 
and price to income of the buyers and whereas: 
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1.the average of the disposable incomes of the EU citizens 



2.the  effort to pay mortgage up 30% of the disposable incomes 



3.the save of a deposit of the 20% price´s sale 



4.funding  arrangements:  private  for‐profit  developers  providers  will  finance  their  activity 
through an  internal devaluation of  the production  factors  in  the social housing  industry as a 
shock measure to become more competitive.This  internal devaluation should be consisted  in 
supply policies focused on savings in production costs.These supply policy measures will slowly 
replace the demand policies , namely subsidies policies. 



Examples of supply policies as funding arrangements for the social housing would be: 



  4.1 Credit raised on the private finance market: 



    despite  more  expensive  funding  following  the  economic  crisis  ,  the  social 
housing sector is actually seen as a risk free investment for lenders 



    because of the economic crisis , investors have become more risk averse and it 
somewhat enhances the ability of the social housing sector to obtain funding from the private 
sector 



     



To  encourage  this movement  that  it  is described  in  the   private  finance market  ,  it 
should be implemented some measures like: 



CRDIV:social housing mortgages should have a lower weight in order to fix the 
amount  



LCR  and  NFSR:social  housing  mortgages  have  to  be  considerated  in  these 
ratios lowering their weights 



EU wide deposit  insurance  scheme:social housing mortgages with  lower  risk 
should be charged at this scheme with lower fees than other types of mortgages 



Single Supervisory Mechanism:the proposal of  the EC  for  SSM puts  in place 
supervisory  fees;the  ECB  shall  levy  fees  on  credit  institutions  .The  amount  of  a  fee 
levied on a credit institutions shall be proportionate to the importance and risk profile 
on the credit institution concerned.It could be proposed that social housing mortgages 
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lower  the  risk profile according  to determine  the amount of  fee  charged  to a  credit 
institution. 



Single Resolution Mechanism:the same proposal as in the SSM with regard to 
the social housing mortgages. 



Guideline of the ECB on monetary policy  instruments and procedures of the 
Eurosystem:retail  mortgage‐backed  debt  instruments  (RMBS)  as  non  marketable 
assets are used as collateral at ECB;these RMBS are subject  to a valuation haircut of 
24% at ECB. 



In  this  case  ,  the proposal will  consist  in  reduce  the valuation haircut below 
24% for the RMBS which were constituted by social housing mortgages. 



  4.2 Credit raised on the public finance market: 



    European  Investment  Bank(EIB):recently  a  fully  paid‐in  increase  of  EUR  10 
billion  in  the capital of EIB has been approved  to  support up  to EUR 60 billion of additional 
financing over the next three to four years.This would unlock up to three times amount form 
the other providers of finance to support a total of up to EUR 180 billion for  investment.The 
amount of finance is geared to: 



  EU innovation and skills iniative 



  EU SME access to finance initiative 



  EU resource efficiency iniatitive 



  EU strategy infrastructure iniative 



The homebuilder and real estate sector  is excluded of the targets  , albeit the private 
credit institutions are collapsed. 



While  the private credit  institutions continues collapsed  ,  the proposal could be  that 
EIB intends to include in its targets with the increase of capital the finance for private for‐profit 
developers  for  their  social housing projects  (ownership and  rent).In  this  case  the ownership 
will be a new trend for the targets of the EIB. 



  Europe 2020 Project Bond Initiative: the objective is to increase debt financing 
availability for large scale infrastructure projects in the targets aereas of transport , energy and 
broadbad.The  EIB‐supported  by  the  EU‐would  provide  credit  enhancement  to  project 
companies  raising  senior debt under  the  form of bonds  to  finance  infrastructure projects.In 
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fact , in the pilot phase of Europe 2020 Project Bond Initiative , the EIB would provide a loan or 
gurantee  (EIB  facility)  to  the  project  company  in  order  to  raise  the  likelihood  of  timely 
repayment of prinicipal and interes to bond holders during the lifetime of the bonds (therefor 
reducing  the  risk  of  such  bonds  and  ,  consequently  ,  increasing  their  credit  rating.This  EIB 
facility would rank between the equity and senior debt tranche. 



  The proposal  could  consist  in  include  social housing  finance  (ownership  and 
rent) as  target aereas of the Project Bond Initiative because of its lower risk in opposite other 
kinds of housings. 



  4.3 Public sector supports 



    The  purpose  will  consist  in  erase  the  public  subsidies  and    in  its  place 
implementing supply policies. 



    Inside  these  supply policies  , as example  , and  following  the  communication 
from the EC about this matter issued on 23/11/2011 , it could be enumerate a growth‐friendly 
tax policy for the social housing due to its lower risk and competitiveness which contribute to 
enhance  the  growth  and  employment.Some  examples  of  this  growth‐friendly  tax  policy  for 
social housing would be: 



      ‐referring  to  the  further  Financial  Transaction  Tax  (FTT)  ,  it  could be 
outline  that  RMBS  integrated  by  social  housing mortgages  (defined  as  qualified  residential 
mortgages) will be ring fence of the tax base in order to reduce the financial cost of this type or 
mortgages. 



      ‐social housing deserves a reduced or a super‐reduce Vat rate in order 
to  reduce  production  costs  and  to  regain  competitiveness  for  the  social  housing  sector  for 
enhance growth and employment in the European housing sector. 
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CEAC´s (Confederación de Empresarios de la Construcción de Aragon -Aragon´s Homebuilders 
and Constructors Federation) proposals for available collateral in central bank operations and in 



private repo markets through the use of Residential Mortgages Backed (RMBs) integrated by social 
housing or affordable housing mortgages 



 
 -over time punishment and reputation have been replaced by collateral. This enabled a 
proliferation of promises, but has led to a scarcity of collateral 
 
 -one reason that makes collateral scarce is that the supply of sound collateral is in principle 
limited. Collateral is sound if it guarantees a quasi-certain stream of revenues 
 
 -collateral scarcity is a somewhat more topical issue in the EA than elsewhere. It can affect the 
functioning and stability of the financial system in several ways, possibly resulting in: 
 
  1. persistent changes in the relative cost of different forms of bank funding 
  2. changes in bank balance sheets with implications on lending behaviour 
  3. greater sensitivity of financing conditions to changes the value of collateral assets 
 
 -there is a difference between scarcity and shortage: 
 
   -scarcity is a fact and not a problem per se 
   -the problem would be a shortage of collateral and/or an impaired price 
mechanism 
 
 -key quantitative measures of global liquidity have tipically focused on the asset side of the 
balance sheet, and so have generally tracked the evolution of cross-border and foreign currency credit. 
Complementary measures that focus on the funding side or the balance sheet have also been developed. 
This allows a system of classification that is particularly useful in exploring the financial stability 
implications of liquidity expansion. Specifically, it allows the distinction of core liquidity, which captures 
the use of traditional deposit based funding, from non-core liquidity which captures the use of 
securitazion and collateral based funding. Core liquidity approximates traditional monetary aggregates, 
such us M2 or M3, whereas non-core liquidity measures the growing role of the shadow banking system. 
From a financial stability perspective, both asset growth and noncore funding are particularly useful for 
surveillance. Asset growth reflects the cross border credit extended by banks and other financial 
institutions thar are often associated with the rapid build up of foreign currency denominated credit. 
Similarly noncore funding indicators can convey information about potential risk-taking in the economy. 
In line with the accelerating pace of financial innovation, the largest and most procyclical component of 
global liquidity has been the noncore-or shadow banking-component. However, the global financial crisis 
resulted in a dramatic collapse in non-core liquidity. The elevated aversion to risk and the freezing of 
collateral-based markets forced shadow banks to sharply scale back their balance sheets. 
 
 Quantity indicators provide little evidence of a return os excess global liquidity; from the asset 
side the crisis resulted in a collapse of cross border credit over 2008-2009, and since 2010 international 
claims have emained effectively stagnant. From the funding side, noncore liquidity continues to shrink as 
a proportion of GDP and there is no sign of a rebound yet. 
 
 -the Eurosystem has taken a number of measures to make the supply of collateral assets more 
elastic which ultimately should help a smooth transmission of monetary policy impulses, and support 
financial stability 
 
 -collateral framework of the Eurosystem: has always implemented a broad collateral framework, 
i.e.it has chosen accept a broad range of asset types as collateral in its credit operations reflecting: 
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  -the large number of its eligible counterparties 
  -the heterogeneity of financial markets in Europe 
  -the differences in business models of European banks 
 
 -the Eurosystem has made a considerable number of amendments to its framework for 
conducting monetary policy, including an extension of collateral eligibility by accepting more asset types 
and reducing rating threshold both in the aftermath of the Leman default and more recently, in response 
the sovereign crisis 
 
 -guiding principles of the Eurosystem collateral framework and what factors drive amendments 
to it: 
 
  1. first principle: the collateral accepted by the Eurosystem in all credit operations must 
be adequate. In determining this adequacy the Eurosystem has to achive two goals: 
   1.1 to provide the necessary funding to the banking sector which, in turn, 
requires that sufficient  quantities of eligible collateral be available  on the balance sheet of counterparties 
   1.2 the integrity of the Eurosystem´s balance sheet , which requires  that risks 
in lending  to banks be kept under control. To achive this goal  the Eurosystem applies a set of eligibility 
criteria for collateral and implements appropriate risk mitigating measures; the principle these measures is 
the remaining risk after the implementation of risk control measures, while being aware that we can never  
perfectly achive this result. This would mean, for example, that by applying a haicut of 0,5% to a Tresury 
bill, we achieve the same protection as when we apply a haircut of 60% or more to a 10-year bank loan, 
when both assets are accepted as collateral in central bank operations. 
 
  2. second principle: the Eurosystem must remain ready to adapt its framework to such 
developments at any time. This may require changes in the eligibility criteria, including the acceptance of 
additional asset classes or rejection of existing asset classes, or adjustments in the risk control and 
valuation framework.There are several reasons why central banks may need to adopt a broad collateral 
framework, particularly in crisis, and to have it broader relative to the interbank repo collateral set: 
 
   2.1 the role of a central bank as a backstop facility avoids a worsening crisis of 
confidence 
   2.2 a central bank is the only player that never has liquidity constraints, 
therefore, in case, of counterparty default, the central bank has ample time to liquidate collateral and wait 
mean reversion of values 
   2.3 central banks can impose haircuts that protect them from adverse scenarios 
in the collateral liquidation process, as they are considered risk-free 
 
 -the summary o the guideline of the ECB of 20 March 2013 on additional temporary measures 
relating to Eurosystem refinancing operations and eligibility of collateral and amending Guideline 
ECB/2007/9 consists in: 
 
   1. Asset-backed securities (ABS), among others requirements shall also satisfy  
this: 
    1.1 the cash-flow generating assets backing the ABS shall belong to 
one of the following asset classes: 
     Residential mortgages 
     Loans to small and medium-sized enterprises (SMEs) 
     Commercial mortgages 
     Auto loans 
     Leasing 
     Consumer finance 
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   2. ABS that have two ratings of at least single A shall subject to a valuation 
haircut of 16% 
 
   3. ABS that do not have two ratings of at least single A shall subject to the 
following valuation haircuts: 
    ABS backed by commercial mortgages 32% 
    All other ABS 26% 
 
   4. an NCB may accept as collateral for Eurosystem monetary policy operations 
ABS whose underlying assets include residential mortgages or loans to SME or both and which do not 
fulfil the standard credit assessments requirements but which otherwise comply with all eligibility criteria 
applicable to ABS and have two reatings of at least triple B. Such ABS shall be limited to those issued 
before 20 June 2012 and shall be subject to a valuation haircut of 32%. 
 
   For these purposes the ECB considers that: 
 
    SME means an entity engaged in an economic activity, irrespective of 
its legal form, where the reported sales for the entity or if the entity is a part of a consolidated group, for 
the consolidated group is less than EUR 50 million. 
 
    Residential mortgage, besides residential real estate mortgage-backed 
loans, shall include guaranteed residential real estate if the guarantee is payable promptly on default. Such 
guarantee may be provided in different contractual formats, including contracts of insurance, provided 
they are granted by a public sector entity or a financial institution subject to public supervision. 
 



  CEAC´s proposal: retail mortgage-backed debt instruments (RMBS) 
as non marketable assets are used as collateral at ECB; these RMBS are subject to a valuation 
haircut of 24% at ECB. 



In this case, the proposal will consist in reduce the valuation haircut 
below 24% for the RMBS which were constituted by social housing or 
affordable housing mortgages in a broader concept such as it is contained in the 
European Parliament Resolution on social housing issued on 11 Juny 2013. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the  effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 



 
 For these reasons, it makes economic sense that, in a liquidity crisis, central banks continue to 
accept what is no longer accepted in the interbank market. They nevertheless should still act with 
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prudence. This means adequate risk protection, careful monitoring of submitted collateral and adjusted 
eligibility criteria if necessary. 
 
 Collateral scarcity may be driven by: 
 
  Regulatory changes 
  Risk aversion 
  Counterparty risk 
 
 There is a move to increase demand for high quality assets: 
 
  1.) A move from unsecured to secured transactions 
  2.) Increase of use of CCPs (Central Counterparties) as mandated by the G-20:they play 
a major role in reducing counterparty risk, thereby mitigating the potential risks associated with the 
drying-up of funding sources : 
   1. as independent clearing agents, CCPs are  well positioned to offer effective 
protection against counterparty risk through the application of consistent margin requirements to a wide 
range of counterparties and through multilateral netting and risk sharing 
   2. CCPs also provide enhanced transparency for the markets they serve, which 
in turn facilitates appropriate risk management and may also help to reduce excessive leverage 
   3. as a result of multilateral netting, CCPs may also free up collateral 
   The ECB supports the execution of repo transactions via CCPs. In Europe, 
market incentives seem sufficiently strong to favour use of CCPs and the ECB would not see a need at the 
current juncture to advocate regulatory action to impose central claring of repos. 
 
   An expanded use of CCPs should be accompanied by effective supervision and 
oversight and in this regard keys pillars are: 
   
    -the global Principles for Financial Market Infraestructures (PFMIs) 
developed joined by CCPs and the International Organisation of Securities Commissions (IOSCO) 
    -development of recovery and resolution regimes of CCPs 
 



   CEAC´s proposal:the ECB should foster the execution of 
repo transactions via CCPs that were constituted by social housing or affordable housing 
mortgages in a broader concept such as it is contained in the European Parliament Resolution on 
social housing issued on 11 Juny 2013. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 
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  3.) Larger recourse to central bank liquidity 
  4.) Asset Purchase Programmes by central banks 
   
 During the second quarter of 2012 m the average amount of eligible collateral for Eurosystem 
liquidity operations was €14.3 trillion, however, only €2,5 trillion was put forward as collateral by 
counterparties to be used in ECB liquidity operations that came to an average outstanding amount of 
around €1.3 trillion. This shows that despite the fears of collateral scarcity in the EA, there is some 
leeway in collateral availability. The concerns about collateral scarcity is characterised by heterogeneity 
in the euro area since some credit institutions have a sufficient collateral pool, while others have less 
leeway. Not surprisingly the latter are usually located in those Member States that are hit particularly hard 
by the sovereign debt and banking crisis. 
 
 In general, to increase access to available collateral for use in central banks operations and in 
private repo markets the three typical medium to long term wholesale funding sources ( secured, 
unsecured and securitisation) need to function properly, adding value to both issuers and investors. 
 
 The composition of assets used as collateral in the Eurosystem liquidity operations mirrors the 
state of the financial markets: 
 
  1. the share of ABS as collateral quickly increased  
  2. the non marketable assets and above all credit claims (i.e. normal bank loans) have 
become the largest single asset class in the ECB collateral portfolio  
  3. uncovered bank bonds constituted the largest marketable asset type in 2009, mostly in 
non guaranted forms 
 
 A structural change in the demand for collateral would be more the result of a series of 
regulatory changes: 
 
  -LCR under Basel III 
  -regulatory changes on derivates trading 
  -proposed capital charges in Solvency II for insurers making it more attractive to hold 
covered bonds 
  -Dodd-Frank Act 
 
 as well as a structural move away from unsecured towards secured funding arrangements. 
 
 The efficient and flexible use of collateral facilitates market participants collateral management 
can contribute to the development of liquidity and smoothly functioning repo markets. 
 
 Some potential policy responses to mitigate or to address the negative effects of collateral 
scarcity has been adopted by the ECB and the industry in order to the supply of collateral assets by 
financial institutions would be more elastic by encouraging the creation of new assets or making it easier 
to mobilise existing ones: 
 
  1. lowering the minimum rating requirements at issuance for specific ABS and allowing 
the use of additional credit claims 
 
  2. leading as a catalyst in efforts to improve financial market conditions and to increase 
transparency and standarsdisation in some market segments such as the Prime Collateralised Securities 
(PCS) promoted by the Association for Financial Markets in Europe (AFME).In a broader context there is 
a need for structural market innovation to improve SME financing. Such an innovation would create a 
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market for asset-backed securities where the underlying assets are loans to SMEs. It could also support 
the revival of this market by increasing transparency and therefore investor confidence. Having access to 
a diversified source of finance for SMEs will enhance their resilience through the business cycle. Because 
SMEs are characterised by their relative small size and because it is costly to collect information on their 
projects, they have limited access to capital markets. In this context, securisation offers an opportunity for 
the custodians of large pools of European savings to channel resources to SMEs. In this vein, the efforts 
put in place in the PCS initiative should be commanded. The PCS has defined common criteria on 
standardisation, quality, simplicity and transparency with the aim to improve market depth and liquidity 
for the ABSs. Is also included specific criteria on SME ABS. 
 



  CEAC´s proposal: in the Prime Collateralised Securities (PCS) 
market promoted by the Association for Financial Markets in Europe (AFME) RMB constituted 
by social housing or affordable housing mortgages in a broader concept such as it is contained in 
the European Parliament Resolution on social housing issued on 11 Juny 2013 could be a 
common criteria on standardization, quality, transparency and low risk with the aim to improve 
market depth and liquidity for this kind of RMB 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 



 
 
  3. the implementation of cross border triparty collateral management sevices within the 
Eurosystem collateral framework. Triparty services involve a triparty agent acting as a facilitator between 
the two parties to the repo. Triparty services are already used within the current operational framework of 
the Eurosystem, although only on a domestic basis and limited to small number of EA countries 
(Germany . Lx, France and Italy).In 2014 however, the Eurosystem will go-live with the support of cross 
border use of triparty collateral management services via the Correspondent Central Banking Model 
(CCBM), thereby making them equally available to all euro area counterparties. While triparty services 
do not increase the availability of collateral as such, they allow for a considerably more efficient delivery 
of collateral to the Eurosystem, in turn allowing counterparties to optimise the use of their collateral 
assets with central banks and in the market. To enhance this process even further, the Eurosystem is also 
cooperating with the market to achieve interoperability between the different triparty offers. 
 
  4. triparty settlements interoperatibility(TSI):an important feature of the European repo 
market set-up is the increasing integration between the repo clearing settlement and collateral 
management layers. While there is an increasing integration across these layers however, there remains in 
some cases a certain fragmentation that limits traders opportunities based on the location of the collateral. 
Working in close cooperation with the European Repo Council (ERC), the international central securities 
depositories (ICSDs) started to develop a triparty settlement interoperability model to support settlement 
of general collateral trading cleared by CCPs. With the interoperability between the two ICSDs´ collateral 
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management systems, market participants would avoid the fragmentation of their liquidity pools. The 
ECB is fully behind this market-led triparty interoperability initiative because of its collateral pooling 
benefits and efficiencies. 
  
  TSI is an important initiative that will help foster greater financial integration and 
harmonisation, reduce fragmentation and help to create a single European repo market. The aim of the 
TSI is to bring together borrowers and lenders, regardless of where the underlying liquidity collateral is 
held, thereby avoiding the build-up of silos of collateral in the market. 
 
  On 15 July 2013 was signed a MOU on TSI between ICSDs, banks ( in the name of the 
European repo Council and CCP with the respective parties committing to work further on a solution for 
TSI. 
    



   CEAC´s proposal: RMB constituted by social housing or 
affordable housing mortgages in a broader concept such as it is contained in the European 
Parliament Resolution on social housing issued on 11 Juny 2013 should be taken account in TSI. 



 
In addition, CEAC would complete this Resolution with  a 



contribution consists in that social housings or affordable housings, without 
subsidies and state aids, could be subject to a sale price limit regard with the 
ratios loan to income and price to income of the buyers and whereas: 



 
1. the average of the disposable incomes of the EU citizens 
2. the effort to pay mortgage up 30% of the disposable incomes 
3. the save of a deposit of the 20% price´s sale in order to afford the 



down payment 
 
This kind of social housing should be rewarded by supply policies in 



order to reduce production´s costs that allow align prices to purchasing power 
of customers. 
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