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Executive Summary

This document presents the main differences in terms 
of Market Risk between the EBA 2021 Stress Test 
methodology and that recently published for the year 
envisaged in 2023.

The differences that emerge are broken down on the 
basis of the different impact stemming from these 
changes.

In particular, two cases are identified:

• Relevant changes, where further hitch of an 
implementation nature or considerable impacts at 
the output level are expected

• Slight changes, where no significant changes are 
expected  either of a methodological nature or in 
terms of results.
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The aim of the EBA EU-wide Stress Test is to assess the resilience of 

EU Banks to adverse market developments

The methodology regarding Market Risk can be summarized as follows:

▪ The impact of market risk on all positions at partial or full fair value measurement is to be assessed through full revaluation

▪ The full revaluation is performed after the application of the shocks, that are provided from the EBA in the market risk

adverse scenario, to a common set of market risk factors

▪ Under the trading exemption, Banks are allowed to not apply a full revaluation on items held with a trading intent and

their related hedges. Banks under this exemption have the possibility to adopt a simplified set of rules that are based on a

sensitivity approach

▪ After the full revaluation, Banks have to recalculate the CVA and liquidity reserve

▪ For CCR, it is assumed that the two most vulnerable of the largest ten counterparties default

With respect to the methodology adopted in 2021, the methodological draft for the EBA 2023 exercise does not show 
substantial differences for what concerns Market Risk, CCR and CVA
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Relevant Changes 1/2

Main Changes 1/3
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Relevant Changes Impact

1
The assumption «REA stays constant in the baseline scenario and cannot decrease below the starting

value in the adverse scenario» has been removed from the latest version with respect to 2021.

2

For the treatment of CVA hedges,

• Differently from the 2021 version where CVA hedges shall be excluded from the stressed CVA, in

the latest version eligible CVA hedges must be considered for the computation of the P&L impact;

• The treatment in the full revaluation template CSV_MR_FULL_REVAL has been changed with respect

to 2021: in the last version «Eligible CVA hedges should not be reported in the CSV_MR_FULL_REVAL

template»;

• In the 2023 version was added that the P&L effect from CVA reserves (net of eligible hedges) will be

calculated in the CSV_MR_SUM template;

• In addition to the 2021 version, in the last version were added some specifications for fair value of

assets and liabilities that are considered as eligible CVA hedges. They are excluded from trading

intent and their related hedges (TI&RH) as well as their respective gains and losses.

2023 methodology is characterized by four relevant changes with respect to the 2021 version, but just one can be 
considered really challenging for Banks
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Relevant Changes Impact

3

In the latest version there have been some changes for Jump-To-Default’s computation and

definition:

• the default of the counterparties in the 2021 was calculated on the loss resulting from an issuer’s

istantaneous default. In the 2023 version, the default of the counterparties is calculated on

additional loss resulting from an issuer’s istantaneous default.

• The Jump – To – Default is no longer defined as the net profit or loss resulting from an issuer’s

istantaneous default, but here it is defined as the net additional loss from that issuer’s default and

the net profit should not be considered in this estimation.

4
For the impact on REA in the 2023 version a specification on the computation of REA has been added:

banks could compute the impact on REA also for risk not in VaR (RNIV) and report the computation

separately as a memo the CSV_MR_REA template.

2023 methodology is characterized by four relevant changes with respect to the 2021 version, but just one can be 
considered really challenging for Banks
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Slight Changes Impact

1
In specifying the application of the shocks the latest version highlights how in the case of products

with risk factors FX, the respective shock has to be applied subsequentially to the shocks referred to

other risk factors (e.g. interest rate, credit risk, …)

2
In the procedure of identifying the two major counterparties to be considered defaulted in the

adverse scenario, the latest version extends the exclusion perimeter to the parent of counterparties

that are subsidiaries of a non-EU credit institution

3
In the latest version, a specification on discontinued operations which have not been disposed by

the 31 December 2022 has been added. They shall be treated in the market risk methodology and

they should be also reported as a memo item in the CSV_MR_SUM template.

In addition to the previously described sharp differences with respect to the 2021 methodology, there are few slight changes 
regarding shocks application, selection of defaulted exposures and the treatment of discontinued operations.
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