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Regulation (EU) No 575/2013 of the European Parliament and of the Council of
26 June 2013 on prudential requirements for credit institutions and investment
firms and amending Regulation (EU) No 648/2012 (Text with EEA relevance)

[*'PART THREE

CAPITAL REQUIREMENTS

TITLE IV

OWN FUNDS REQUIREMENTS FOR MARKET RISK

CHAPTER 3

Own funds requirements for foreign-exchange risk

[X" Article 352

Calculation of the overall net foreign exchange position

1 The institution's net open position in each currency (including the reporting currency)
and in gold shall be calculated as the sum of the following elements (positive or negative):

a thenetspot position (i.e. all asset items less all liability items, including accrued interest,
in the currency in question or, for gold, the net spot position in gold);

b the net forward position, which are all amounts to be received less all amounts to be
paid under forward exchange and gold transactions, including currency and gold futures
and the principal on currency swaps not included in the spot position;

¢ irrevocable guarantees and similar instruments that are certain to be called and likely
to be irrecoverable;

d the net delta, or delta-based, equivalent of the total book of foreign-currency and gold
options;

¢ the market value of other options.

The delta used for purposes of point (d) shall be that of the exchange concerned.
For OTC options, or where delta is not available from the exchange concerned, the
institution may calculate delta itself using an appropriate model, subject to permission
by the competent authorities. Permission shall be granted if the model appropriately
estimates the rate of change of the option's or warrant's value with respect to small
changes in the market price of the underlying.

The institution may include net future income/expenses not yet accrued but already fully
hedged if it does so consistently.

The institution may break down net positions in composite currencies into the
component currencies in accordance with the quotas in force.

2 Any positions which an institution has deliberately taken in order to hedge against the
adverse effect of the exchange rate on its ratios in accordance with Article 92(1) may, subject to
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permission by the competent authorities, be excluded from the calculation of net open currency
positions. Such positions shall be of a non-trading or structural nature and any variation of the
terms of their exclusion, subject to separate permission by the competent authorities. The same
treatment subject to the same conditions may be applied to positions which an institution has
which relate to items that are already deducted in the calculation of own funds.

3 An institution may use the net present value when calculating the net open position in
each currency and in gold provided that the institution applies this approach consistently.

4 Net short and long positions in each currency other than the reporting currency and
the net long or short position in gold shall be converted at spot rates into the reporting currency.
They shall then be summed separately to form the total of the net short positions and the total
of the net long positions respectively. The higher of these two totals shall be the institution's
overall net foreign-exchange position.

5 Institutions shall adequately reflect other risks associated with options, apart from the
delta risk, in the own funds requirements.

6 ["'The ["*PRA may] make technical standards] defining a range of methods to reflect
in the own funds requirements other risks, apart from delta risk, in a manner proportionate to
the scale and complexity of institutions' activities in options.
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Editorial Information
X1  Substituted by Corrigendum to Regulation (EU) No 575/2013 of the European Parliament and of the
Council of 26 June 2013 on prudential requirements for credit institutions and investment firms and
amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).

Textual Amendments

F1  Words in Art. 352(6) substituted (31.12.2020) by The Capital Requirements (Amendment) (EU Exit)
Regulations 2018 (S.1. 2018/1401), regs. 1(3), 222(1)(a)(2) (with savings in S.I. 2019/680, reg. 11);
2020 c. 1, Sch. 5 para. 1(1)

F2  Words in Art. 352(6) substituted (1.1.2022) by Financial Services Act 2021 (c. 22), s. 49(5), Sch. 1
para. 47; S.I1. 2021/671, reg. 5(1)(b) (with reg. 5(2)) (as amended by S.I. 2021/1163, regs. 1(2), 2)

F3  Words in Art. 352(6) omitted (31.12.2020) by virtue of The Capital Requirements (Amendment) (EU
Exit) Regulations 2018 (S.1. 2018/1401), regs. 1(3), 222(1)(b) (with savings in S.I. 2019/680, reg. 11);
2020 c. 1, Sch. 5 para. 1(1)
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