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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 354

Closely correlated currencies

1 Institutions may provide lower own funds requirements against positions in relevant
closely correlated currencies. A pair of currencies is deemed to be closely correlated only if the
likelihood of a loss — calculated on the basis of daily exchange-rate data for the preceding three
or five years — occurring on equal and opposite positions in such currencies over the following
10 working days, which is 4 % or less of the value of the matched position in question (valued in
terms of the reporting currency) has a probability of at least 99 %, when an observation period
of three years is used, and 95 %, when an observation period of five years is used. The own-
funds requirement on the matched position in two closely correlated currencies shall be 4 %
multiplied by the value of the matched position.

2 In calculating the requirements of this Chapter, institutions may disregard positions
in currencies, which are subject to a legally binding intergovernmental agreement to limit its
variation relative to other currencies covered by the same agreement. Institutions shall calculate
their matched positions in such currencies and subject them to an own funds requirement no
lower than half of the maximum permissible variation laid down in the intergovernmental
agreement in question in respect of the currencies concerned.

3 ['The [""PRA may] make technical standards] listing the currencies for which the
treatment set out in paragraph 1 is available.

F3

M

5 Only the unmatched positions in currencies referred to in this Article shall be

incorporated into the overall net open position in accordance with Article 352(4).

6 Where daily exchange-rate data for the preceding three or five years — occurring on
equal and opposite positions in a pair of currencies over the following 10 working days show
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that these two currencies are perfectly positively correlated and the institution always can face
a zero bid/ask spread on the respective trades, the institution can, upon explicit permission by
its competent authority, apply an own funds requirement of 0 % until the end of 2017.]

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. 354(3) substituted (31.12.2020) by The Capital Requirements (Amendment) (EU Exit)
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June 2013 on prudential requirements for credit institutions and investment firms and
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Art. 325(3)(a) word omitted by S.I. 2018/1401 reg. 157 (This amendment not
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(2))
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applied to legislation.gov.uk. Pt. 8 omitted (1.1.2022) by virtue of S.I. 2021/1078,
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