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Joint commitment of the FSMA and NBB

Monitor and address risks from NBFI| within an international context

|

of Belgi
on the

E—  managen|

e Publication on 13 January 2025
e Fifth update

«  Recent developments in
January 2025 Be I g | um

Update on Asset management
and Non-bank financial

Update on Asset management
. it intermediation in Belgium

and Non-bank financial
intermediation in Belgium

Update on Asset management
and Non-bank financial
intermediation in Belgium

 Update of key metrics

* Main changes

* Increased focus on
international work and
areas of concern

* Specific focus on private
finance and commercial
real estate (CRE)

* Restructuring of the text
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Key takeaways

Vulnerabilities
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Asset management
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Risk assessment
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Incidents and events in other countries have pointed to NBFI vulnerabilities that need to be
addressed, leading to a variety of international work streams

The report uses the risk-based “narrow” definitions of the FSB (€ 172 billion) and EU Regulation (€ 23
billion) to delineate NBFI in Belgium

Belgian investment funds accounted for € 215 billion in net assets, Belgian asset managers had € 208
billion in AuM at the end of 2023

Investing in physical real estate via financial vehicles is subject to specific legal frameworks in
Belgium, which have features that mitigate potential financial stability risks

Private investment companies are assessed to hold € 48 billion financial assets at the end of 2022,
with a relatively reassuring picture from a financial stability point of view

No material financial stability risks arising from the size and nature of non-bank financial
intermediation in Belgium or from the interconnectedness of Belgian entities with NBFI entities
outside Belgium

Commitment of the FSMA and NBB to continue monitoring and, where relevant, address risks, within
an international context and considering new developments

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025



Vulnerabilities and policies to enhance resilience
Incidents and events in other countries have pointed to vulnerabilities that need to be addressed

March 2020 market turmaoil

2021 Archegos collapse

2022 UK gilt market stress

OF BELGIUM
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Vulnerabilities and policies to enhance resilience
International work aimed at mitigating financial stability risks focuses mainly on liguidity and leverage

Leverage in
NBFI

Liquidity
mismatch in
open-ended

funds

Margin and
collateral

2023 FSB Analytical Report
2024 FSB Consultation

Liquidity
imbalances

i

2023 FSB Recommendations calls
2023 10SCO Guidance
2024 10SCO Consultation
2024 AIFMD & UCITS Directive Review

2024 ESMA Consultation

Vulnerabilities
fromm MMFs
and short-

2022 BCBS-CPMI-IOSCO Review
2024 BCBS-CPMI-IOSCO Consultation
2024 BCBS-I0SCO Consultation
2024 FSB Recommendations

term funding (@)

ri finan
markets Private finance

Commercial
real estate
2021 FSB Policy OptiOnS 2023 10SCO Thematic Analysis (CRE)
2022 ESRB Recommendation E-= Interconnectedness
2022 ESMA Opinion
2024 FSB Peer Review .
2024 FSB Report on CP and CD 2023 ESRB Recommendation

markets

2024 European Commission Consultation on Macroprudential Policies for NBFI

FSMA m
NCItIOI'ICl|(|)3FBCIEEIL<M UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025 5
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Developments in NBFI in Belgium
Different methods to delineate NBFI can be used

Broad measure
(NBFI sector)

1600 5

1400 —

1200 —

1000 —

800 —

600 —

400 —

200 —

Dec, 1995
Dec. 1996
Dec. 1997
Dec. 1998
Dec. 1999
Dec. 2000
Dec. 2001
Dec. 2002
Dec. 2003
Dec. 2004
Dec. 2005
Dec. 2006
Dec. 2007
Dec. 2008
Dec. 2009
Dec. 2010
Dec. 2011
Dec. 2012
Dec. 2013
Dec. 2014
Dec. 2015
Dec. 2016
Dec. 2017
Dec. 2018
Dec. 2019
Dec. 2020
Dec. 2021
Dec. 2022
Dec. 2023
Jun, 2024

Deposit-taking corporations except the central bank
= NBFI Sector
NBFI sector excluding insurance corporations and pension funds

FSMA m
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Developments in NBFI in Belgium
Focus on the risk-based “narrow” definition of the FSB and EU Regulation

Narrow measure of NBFI

* NBFI entities that
authorities have assessed as
being involved in credit
intermediation activities
that may pose bank-like
financial stability risks (i.e.
credit intermediation that
involves maturity/liquidity
transformation, leverage or
imperfect credit risk
transfer) and/or regulatory
arbitrage

= Activity-based assessment
of risks

= 5 “Economic functions”

FSMA
n1 NationalBank

OF BELGIUM
Eurosystem

Economic function

2. Lending dependent on short-term funding

3. Market intermediation dependent on short-term funding

4. Facilitation of credit intermediation

5. Securitisation-based credit intermediation

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025

Typical entities

Finance companies,
leasing/factoring companies,
consumer credit companies

Broker-dealers, custodial
accounts, securities finance
companies

Credit insurance companies,
financial guarantors, monoline
insurers

Securitisation vehicles,
structured finance vehicles,
asset-backed securities

7



Developments in NBFI in Belgium
According to the FSB definition NBFI amounts to € 172 billion

Narrow measure of NBFI

* NBFI entities that
authorities have assessed as
being involved in credit
intermediation activities
that may pose bank-like
financial stability risks (i.e.
credit intermediation that
involves maturity/liquidity
transformation, leverage or
imperfect credit risk
transfer) and/or regulatory
arbitrage

= Activity-based assessment
of risks

= 5 “Economic functions”

e €172 billion in Belgium at
the end of 2023, equivalent
to 14% of the size of the
Belgian banking sector

FSMA
n1 NationalBank

OF BELGIUM
Eurosystem

Economic function

2. Lending dependent on
short-term funding

3. Market intermediation
dependent on short-term
funding

4. Facilitation of credit
intermediation

5. Securitisation-based credit
intermediation

1400 =

1200

1000

800

600

Non-Bank
Financial Intermediation

Prudential consolidation
in banking /insurance group

NBFI PFs and ICs excluded Narrowing down

by excluding entities

NBFI except IC & PF
Insurance companies
Pension funds

Equity funds

Brokerage firms & B-REITS
Financial auxiliaries

Captive financial institutions

Private equity funds

Retained securitisation

Other OFIs

EF1 - Investment funds with features that make them susceptible to runs
EF2 - Loan provision that is dependent on short-term funding

EF5 - Securitisation not retained on bank balance sheets

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025
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Developments in NBFI in Belgium
According to the definition from the EU Regulation NBFI amounts to € 23 billion

Narrow measure of NBFI

* NBFI entities that
authorities have assessed as
being involved in credit
intermediation activities
that may pose bank-like
financial stability risks (i.e.
credit intermediation that
involves maturity/liquidity
transformation, leverage or
imperfect credit risk
transfer) and/or regulatory
arbitrage

= Activity-based assessment
of risks

= 5 “Economic functions”

e € 23 billion in Belgium at
the end of 2023

OF BELGIUM

Economic function

2. Lending dependent on
short-term funding

3. Market intermediation
dependent on short-term
funding

4. Facilitation of credit
intermediation

5. Securitisation-based credit
intermediation

= Only Belgian money market funds and AlFs with a leverage
that exceeded 300% or that were granting/purchasing loans
included

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025
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Developments in asset management in Belgium
Belgian investment funds accounted for € 215 billion in net assets, Belgian asset managers had € 208 billion

in AuM at the end of 2023

Net assets of Belgian investment funds
(€ billion, year-end)

243

Net assets of 212 215
Belgian 185 91 i3 =124

investment 28

1971
funds 20

213 203

€ 215 billion 165 172 e
2019 2020 2021 2022 2023

Public mNon-public

Foreign Assets

funds held generating
by Belgians F&C income
for Belgian

banks

€ 349 billion € 732 billion

OF BELGIUM

FSMA
/ n National

AuM of Belgian asset managers
(€ billion, year-end)

239 236
182 193 208 AuM of
Belgian
asset
managers
€ 208 billion
2019 2020 2021 2022 2023

Registered sub-threshold managers
m Authorised asset management companies

Investments Investments

of Belgian of Belgian
insurance IORPs in
companies funds

in funds

€ 72 billion € 36 billion

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025 10
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Real estate within NBFI in Belgium
Investing in physical real estate via financial vehicles is subject to specific legal frameworks in Belgium,

with features mitigating potential financial stability risks

Belgian

Companies

Belgian AlFs

P

Public Regulated Real Estate Public Real Estate Listed Fund
Investment Company
A
Ve
it R T e Institutional Real Estate Listed Fund
Investment Company
A
-
ELTIF
.

Specialised Real Estate Fund
internally managed or with an
authorised/ registered Belgian

management company
Real Estate AIF without status
internally managed or with an
authorised/ registered Belgian

management company

FSMA Autharisation/Registration
FT) ( CPRT)
Specialised Real Estate Fund Specialised Real Estate Fund

AIFMD exempted (e.g. intragroup, with an authorised/ registered
unique shareholder, holding) foreign management company
Real Estate AIF without status
Other Private Real Estate Company with an authorised/ registered
foreign management company

FSMA

n National

OF BELGIUM

/

* Regulated Real Estate Investment Companies (RREICs)

e Most successful regime: 26 companies and market value of more
than € 18 billion at the end of 2023

e Listed, fixed number of shares, diversification requirements and
leverage limits

* Specialised Real Estate Funds (SREFs)
e 197 entities registered with the FPS Finance at the end of 2023

e Closed-ended, available to qualifying investors only, more flexible
framework

» Belgian authorised and registered fund managers

* Reported data on 44 alternative investment funds (AlFs) classified
as real estate funds (net assets of € 2 billion)

e Closed-ended or specific arrangements to mitigate liquidity risk

Potential financial stability risks from these vehicles strongly mitigated by
their features and limited footprint, yet part of a broader ecosystem resulting
in an overall sizeable exposure of the Belgian financial system to CRE

UPDATE ON ASSET MANAGEMENT AND NON-BANK FINANCIAL INTERMEDIATION IN BELGIUM 2025 n



Private finance in Belgium
Private investment companies at € 48 billion at the end of 2022, with a relatively reassuring picture
from a financial stability point of view

Belgian

Companies Belgian AlFs

*  Funding provided by non-bank investors to companies through
bilateral transactions

Listed holdings 1 Public Pricaf
* Generally subject to specific legal frameworks in Belgium

s ™
o ubiic Startar Fund » Private Pricaf framework is quite successful: 193 entities registered with
the FPS Finance at the end of 2023
g ) « Belgian fund managers reported data on 209 alternative investment
ELIE funds (AIFs) classified as private equity funds (net assets of € 6 billion)
Private (Starter) Pricaf «  Unregulated private companies investing in securities issued by unlisted
internally managed or with an companies not authorised or registered by the FSMA (no reporting)

authorised/ registered Belgian
management company

* Assessment of the size of the private investment sector in Belgium

Private Equity AIF without status

;’L‘f;gfi!:d'}‘fggﬁf;j;‘;‘Lﬁ:i:: * 347 companies (listed companies, private pricafs and others)
o , 7 management company N . .
FSMA Authorisation/Registration + € 48 billion total financial assets

Private (Starter) Pricaf
with an authorised/ registered
foreign management company

AIFMD exempted (e.g. intragroup,

Private (Starter) Pricaf
unique shareholder, holding)

Relatively reassuring picture from a financial stability point of view, as much
Private Equity AIF without status of the investment risk is borne by financial market participants, leverage is
Other Private Investment Company with an authorised/ registered |OW and bank fUﬂdiﬂg “ﬂkS are ||m|ted

foreign management company

OF BELGIUM
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T T Interconnectedness of the Belgian economy with NBFI entities worldwide
Interconnectedness with NBFI limited and concentrated in activities that are generally part and parcel
of normal business affairs

+ Banks
« On the asset side mostly loans and, to a lesser extent, debt securities
* Funding links mostly from deposits
* Insurance companies
* Mostly investment funds or debt securities and equities issued by NBFI entities
* Public sector
 Funding through government bonds (broad estimate)
* Households
* Mainly investments in investment funds, (€ 150 billion domestic, € 108 billion foreign)
* Loans granted by consumer credit institutions
* Non-financial corporations
* Limited investments through funds

* Limited funding through bonds held by investment funds, equity obtained from private
investment companies or loans from OFIs (leasing and factoring)

OF BELGIUM
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Policy initiatives and supervisory activities
The FSMA assessed liquidity risks from investment funds and potential systemic risk related to the use
of leverage by fund managers

;@l Liquidity risk assessment @"@ Leverage risk assessment

+ Potential liquidity risks of Belgian investment funds « European legislation (AIFMD Article 25) requires
assessed by the IMF and the FSMA NCAs to assess the systemic risk arising from the
« IMF conclusion that the Belgian investment fund use of leverage by authorised AIFMs in two steps
sector would be able to withstand severe but 1. Identification of funds most likely to pose
plausible redemption shocks (FSAP) risks to the financial system
*  FSMA liquidity risk assessment in two steps: 2. Assessment of potential systemic risks
1. Quantitative: comparison of redemption associated with leverage within AlFs
shocks to portfolio liquidity identified in step 1T using common indicators
2. Qualitative: in-depth analysis of funds »  The FSMA has not identified any immediate
identified in step 1 systemic risks requiring the adoption of measures

specific to leverage, such as imposing limits on the
use of this technique

«  FSMA conclusion that Belgian funds are overall
resilient to a severe, but plausible redemption
shock « Identification of a limited number of points

« High level of cash, low leverage, few illiquid assets requiring attention

in funds’ portfolios and the presence of LMTs

OF BELGIUM
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Conclusion

No material financial stability risks arising from the size and nature of non-bank financial
intermediation in Belgium or from the interconnectedness of Belgian entities with NBFI
entities outside Belgium

Commitment of the NBB and the FSMA to continue joint monitoring of NBFI| and asset
management

Within an international context (cross-border nature of NBFI and asset management)
- Active participation in relevant international work

Contribute to the strengthening of the regulatory framework and supervision where
necessary

Intention to publish an update of the monitoring report every two years from now on

Importance of enhanced resilience and investor protection in NBFI and asset management within a CMU context
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