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1. Capital
1.1. Composition of the capital

Regulatory capital is determined in accordance with Part II of EU Regulation No. 575/2013 of
the European Parliament and of the Council on prudential requirements for credit institutions
and investment firms (hereinafter the “CRR”), as amended by EU Regulation No. 2019/876
modifying that regulation (hereinafter “CRR2”), and supplemented by technical standards
(delegated and EU implementing regulations of the European Commission).

Capital includes:
● Tier 1 capital, comprising Common Equity Tier 1 (hereinafter “CET1”) capital net of

deductions and Additional Tier 1 (hereinafter “AT1”) capital net of deductions;
● Tier 2 (hereinafter “T2”) capital net of deductions.

Table 1 (EU CC1):  Composition of regulatory own funds

1 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



2 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



3 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



4 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Table 2 (EU CC2): Reconciliation of regulatory own funds to balance sheet in the
financial statements
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1.2. Capital requirements
The capital requirements shown below and in the following sections are the minimum
requirements, corresponding to a level of 8% of risk-weighted assets.

Table 3 (EU OV1): Overview of total risk exposure amounts
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2. Prudential indicators
2.1. Key metrics

Table 4 (EU KM1): Key metrics
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The Crédit Mutuel Arkéa group has to comply with additional capital requirements, as
follows:

● a conservation buffer which is mandatory for all establishments;
● a specific countercyclical capital buffer for each establishment. The countercyclical

buffer, which is designed to protect banks from excessive growth in credit (in
particular a deviation from the ratio of credit to gross domestic product), is imposed at
the discretion of the designated authority of each jurisdiction, applicable to all
exposures that establishments have in this jurisdiction. In France, the countercyclical
buffer is set by the French financial stability authority (Haut Conseil de Stabilité
Financière), hereinafter referred to as the “HCSF”. In April 2020, the HCSF lowered
this rate to 0% of risk-weighted assets on French exposures. The mandatory
recognition of countercyclical capital buffer rates implemented in other states was
capped at 2.5%. Beyond this cap, rates require the explicit recognition of the HCSF.
The countercyclical buffer rate specific to the Group is the weighted average of the
countercyclical buffer rates that apply in the countries that correspond to the Group’s
main credit exposures.

Table 5 (EU CCyB1): Geographical distribution of credit exposures relevant for the
calculation of the countercyclical buffer

Table 6 (EU CCyB2): Amount of institution-specific countercyclical capital buffer
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2.2. Leverage ratio
Under CRR2, banks may exclude certain Central Bank exposures from the total leverage
ratio exposure when justified by exceptional macroeconomic circumstances. When applying
this exemption, institutions must meet an adjusted leverage ratio requirement of more than
3%. On June 18, 2021, the European Central Bank declared that credit institutions under its
supervision may apply this exclusion in view of the existence of exceptional circumstances
since December 31, 2019; this measure is applicable until March 31, 2022. Crédit Mutuel
Arkéa applies this provision and must therefore comply with a leverage ratio requirement of
3.11% during this period.

Table 7 (EU LR1 - LRSum): Summary reconciliation of accounting assets and leverage
ratio exposures
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Table 8 (EU LR2 - LRCom): Leverage ratio common disclosure
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Table 9 (EU LR3 - LRSpl): Split-up of on balance sheet exposures (excluding
derivatives, securities financing transactions and exempted exposures)
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3. Credit risk
Credit risk is one the Crédit Mutuel Arkéa group’s main risks.

3.1. Exposures
The Group uses its internal ratings system to calculate its regulatory capital requirements in
respect of credit risk, following the authorization issued by the regulatory authorities:

● using the advanced method, as from June 30, 2008, for the retail customer portfolio;
● using the foundation method, as from December 31, 2008, then the advanced

method, as from December 31, 2021, for the bank portfolio;
● using the advanced method, as from December 31, 2012, for the corporate portfolio.

As part of the targeted review of internal models assessments, the European central bank
(hereinafter “ECB”) confirmed the authorization given to the Group in relation to the home
loans portfolio of retail customers in 218, the portfolio of companies and non-trading
companies of retail customers in 2019 and the portfolios of banks and corporate large
accounts in 2020.

Table 10 (EU CR1-A): Maturity of exposures

3.2. Credit quality of assets
Non performing exposures

A common definition of default has been adopted for all Credit Mutuel entities. Based on the
alignment of the prudential treatment with the accounting treatment (CRC 2002-03), this
definition matches the Basel concept of loans in default and the accounting concept of
non-performing loans and loans in litigation. The computer software factors in contagion,
which means downgrading can be extended to include related outstandings. The controls
carried out by the internal audit and by the statutory auditors ensure the reliability of the
procedures for identifying defaults used to calculate capital requirements.

13 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Forbone exposures

Exposures are restructured as a result of the debtor’s financial difficulties. This involves the
Group making concessions to the debtor (changes in the contract terms such as the rate or
term, partial waiver, additional financing that would not have been granted in the absence of
such difficulties, etc.). The Crédit Mutuel Arkéa group has the means in its IT systems to
identify restructured exposures in its performing and non-performing portfolios, which are
defined using the principles set out by the European banking agency (hereinafter “EBA”) on
October 23, 2013. Restructuring results, as a minimum, in a transfer to bucket 2.

Table 11 (EU CQ1): Credit quality of forborne exposures

14 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Table 12 (EU CQ4): Quality of non-performing exposures by geography
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Table 13 (EU CQ5): Credit quality of loans and advances to non-financial corporations
by industry

Table 14 (EU CQ7): Collateral obtained by taking possession and execution processes
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Table 15 (EU CR1): Performing and non-performing exposures and related provisions
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Exposures subject to measures put in place in response to the Covid-19 crisis
(moratoria, government-guaranteed loans, other support measures)

Table 16 (template 1): Information on loans and advances subject to legislative and
non-legislative moratoria

This version of the template excludes expired moratoria, included in the previous disclosure,
and displays default entries on a semi-annual basis instead of quarterly.

18 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Table 17 (template 2): Breakdown of loans and advances subject to legislative and
non-legislative moratoria by residual maturity of moratoria

Table 18 (template 3): Information on newly originated loans and advances provided
under newly applicable public guarantee schemes introduced in response to
COVID-19 crisis

This version of the template displays default entries on a semi-annual basis instead of
quarterly, included in the previous disclosure.

3.3. Standardized approach
Exposures dealt with under the standardized approach are set out in the following table.

The Crédit Mutuel Arkéa group uses assessments by rating agencies recognized by the
supervisor (external credit assessment institutions - ECAI) to measure the risk on exposures
dealt with using the standard method. The ratings of Standard & Poor’s, Moody’s and Fitch
are mainly used for exposures to institutions, governments and central banks. The
valuations of the Banque de France are mainly used for exposures to companies.

The cross-reference table used to link the credit quality steps to the external ratings taken
into consideration is that defined in the regulations.
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Table 19 (EU CR5): Standardised approach
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3.4. Internal ratings-based approach
Rating procedures and parameters

Rating algorithms and expert models have been developed to improve credit risk
assessment within Crédit Mutuel and to comply with the regulatory requirements concerning
internal ratings-based approaches.

The counterparty rating system is used throughout Crédit Mutuel.

The parameters used to calculate weighted risks (hereinafter “RWA”) are national and apply
to all Crédit Mutuel entities.

Table 20 (EU CR6): IRB approach – Credit risk exposures by exposure class and PD
range
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Additional quantitative information

Table 21 (EU CR8): RWEA flow statements of credit risk exposures under the IRB
approach

Table 22 (EU CR10.1): Specialised lending - Project finance (Slotting approach)
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Table 23 (EU CR10.2): Specialised lending - Income-producing real estate and high
volatility commercial real estate (Slotting approach)

Table 24 (EU CR10.3): Specialised lending - Object finance (Slotting approach)

25 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Table 25 (EU CR10.4): Specialised lending - Commodities finance (Slotting approach)

Table 26 (EU CR10.5): Equity exposures under the simple risk-weighted approach
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4. Counterparty credit risk
Counterparty credit risk corresponds to the risk incurred on:

● derivative instruments in the banking book and the trading book;
● repo transactions in the banking book.

The outstandings in question are included in the credit risk management reports (in the
same way as on-balance sheet and off-balance sheet outstandings). The sum of the
exposures and risks for all outstandings (balance sheet, off-balance sheet, derivatives and
repurchase agreements) gives an overall view of credit risks. For the Crédit Mutuel Arkéa
group, counterparty credit risk is a small component of overall credit risk.

Table 27 (EU CCR1): Analysis of CCR exposure by approach

Table 28 (EU CCR2): Transactions subject to own funds requirements for CVA risk
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Table 29 (EU CCR3): Standardised approach - CCR exposures by regulatory exposure
class and risk weights

Table 30 (EU CCR4): IRB approach - CCR exposures by exposure class and PD scale
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Table 31 (EU CCR6): Credit derivatives exposures

Table 32 (EU CCR7): RWEA flow statements of CCR exposures under the IMM
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Table 33 (EU CCR8): Exposures to CCPs
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5. Credit risk mitigation techniques
Financial, personal and real collateral can be used directly to reduce the calculation of credit
risk-related capital requirements that help to determine the calculation of the Group’s
solvency ratio. The use of collateral in risk mitigation techniques is, however, subject to
compliance with eligibility conditions and minimum requirements imposed by regulations.

Table 34 (EU CR3): CRM techniques overview - Disclosure of the use of credit risk
mitigation techniques

Table 35 (EU CR4): Standardised approach - Credit risk exposure and CRM effects

Outstandings measured using the standardized approach mainly concern:
● the categories comprising central and local governments and similar entities;
● mortgage lending by specialized subsidiaries.

This type of counterparty or lending benefits from preferential weighting. There is no
additional impact from the use of risk mitigation (CRM) techniques.
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Table 36 (EU CR7-A): IRB approach - Disclosure of the extent of the use of CRM
techniques
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The Crédit Mutuel Arkéa group applies the advanced internal ratings-based method to most
of its customer loans. As a result, collateral is mainly taken into account in the modeling of
loss given default.

Table 37 (EU CR7): IRB approach – Effect on the RWEAs of credit derivatives used as
CRM techniques

The Crédit Mutuel Arkéa group does not underwrite credit derivatives.

Table 38 (EU CCR5): Composition of collateral for CCR exposures
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6. Securitization
At the end of June 2021, Crédit Mutuel Arkéa group did not invest in any securitization
position.

Table 39 (EU SEC1): Securitisation exposures in the non-trading book

Table 40 (EU SEC2): Securitisation exposures in the trading book
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Table 41 (EU SEC3): Securitisation exposures in the non-trading book and associated
regulatory capital requirements - institution acting as originator or as sponsor

Table 42 (EU SEC4): Securitisation exposures in the non-trading book and associated
regulatory capital requirements - institution acting as investor
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Table 43 (EU SEC5): Exposures securitised by the institution - Exposures in default
and specific credit risk adjustments
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7. Market risk
The Crédit Mutuel Arkéa group calculates its market risk capital requirements using the
standardized approach.

Table 44 (EU MR1): Market risk under the standardised approach

At the end of June 2021, there is no market risk.
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8. Banking book interest rate risk
Interest rate risk is the risk, present or future, to which the bank’s shareholders’ equity and
profits are exposed as a result of unfavourable movements in interest rates. It can result
from a difference in maturity between fixed-rate assets and liabilities, a difference in the
reference index (base risk) or the exercise of options (such as caps and floors or early
repayment of loans).

Table 45: Interest rate risks of non-trading book activities
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9. Liquidity risk
Liquidity risk is the risk for the reporting company that it will not be able to meet its
commitments or that it will not be able to unwind or offset a position due to its situation or the
market situation within a certain period of time and at a reasonable cost. It arises from a
maturity mismatch between jobs and resources.

It may result in an additional charge in the event of a rise in liquidity spreads; in its most
extreme form, it could result in the institution’s inability to honour its commitments.

The Group has historically been vigilant and prudent in the face of this risk.

Several liquidity ratios are particularly monitored:
● the LCR is a liquidity ratio provided for by the CRD 4 and CRR texts (transposing the

so-called “Basel III” proposals into European standards). It measures the ratio
between liquid assets and net cash outflows at 30 days under a stress scenario. The
minimum required level has been set at 100% since 2018;

● the NSFR (Net Stable Funding Ratio) is also a liquidity ratio provided for in the CRD
5 and CRR2 texts. It verifies the coverage of stable uses by stable resources. The
minimum level required is 100%, as from June 2021.

Table 46 (EU LIQ1): Quantitative information of LCR

In accordance with the CRR, the Crédit Mutuel Arkéa group produces, and submits monthly
to the ECB, a report on its short-term liquidity coverage ratio (hereinafter “LCR”).

The purpose of the LCR is to ensure the short-term resilience of banks in the face of severe
liquidity stress. It verifies that the level of highly-liquid assets is sufficient to cover the net
cash flows over the next 30 days, under stress assumptions involving, in particular, deposit
flight and the drawing down of amounts under off-balance sheet agreements.

The minimum level required for the LCR was set at 100% in 2021. The Group met the
regulatory requirement throughout the first semester of 2021 with significant room for
maneuver. At the end of June 2021, the Group’s consolidated LCR was 160%. The average
annual level from July 2020 to June 2021 was 152% as shown in the table below.

In addition to the LCR, European regulations provide for a long-term structural liquidity ratio
called the NSFR. The NSFR is designed to encourage credit institutions to have a
permanent structure of stable resources, enabling them to continue operating over a period
of one year in an environment of prolonged stress. As from June 2021, CRR2 has
introduced a minimum level for the NSFR which is 100% and revised methods for its
calculation. The Group met the regulatory requirement; at the end of June 2021, the ratio
was 114%.
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The Crédit Mutuel Arkéa group calculates the LCR in accordance with the Commission
implementing regulation (EU) 2021/637.

41 │     CRÉDIT MUTUEL ARKÉA     │     PILLAR 3 REPORT



Table 47 (EU LIQ2): Net Stable Funding Ratio
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10. Appendices

The information considered as proprietary is: flows and stocks of losses broken-down by
exposure class, industry and geography as well as flows of provisions of the period (article
442 e and f); the number of obligors broken-down by exposure class and PD range (article
452 h); and the flow modelling within the scope of interest rate risk management
(article 448).

Decisions not to publish this information are taken in agreement with the Crédit Mutuel Arkéa
group’s management bodies.

Person responsible for the information contained in this document

Anne Le Goff, Associate Chief Executive Officer of Crédit Mutuel Arkéa

Declaration of the responsible person

I certify that the information contained in the Pillar 3 Report disclosing the information
published under Part Eight of EU Regulation No. 575/2013 “CRR”, as amended by the EU
Regulation No. 2019/876 “CRR2”, is, to the best of my knowledge, in accordance with the
formal policies and internal processes, systems and controls.

Done at Le Relecq Kerhuon, September 22, 2021.

Anne Le Goff, Associate Chief Executive Officer of Crédit Mutuel Arkéa
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