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Directive 2013/36/EU of the European Parliament and of the Council of 26 June
2013 on access to the activity of credit institutions and the prudential supervision
of credit institutions and investment firms, amending Directive 2002/87/EC and

repealing Directives 2006/48/EC and 2006/49/EC (Text with EEA relevance)

TITLE VII

PRUDENTIAL SUPERVISION

CHAPTER 2

Review Processes

Section II

Arrangements, processes and mechanisms of institutions

Sub-Section 2

Technical criteria concerning the organisation and treatment of risks

Article 87

Risk of excessive leverage

1 Competent authorities shall ensure that institutions have policies and processes in
place for the identification, management and monitoring of the risk of excessive leverage.
Indicators for the risk of excessive leverage shall include the leverage ratio determined in
accordance with Article 429 of Regulation (EU) No 575/2013 and mismatches between assets
and obligations.

2 Competent authorities shall ensure that institutions address the risk of excessive
leverage in a precautionary manner by taking due account of potential increases in the risk
of excessive leverage caused by reductions of the institution's own funds through expected or
realised losses, depending on the applicable accounting rules. To that end, institutions shall be
able to withstand a range of different stress events with respect to the risk of excessive leverage.


