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Legal nature of regulations and guidelines 

Regulations 

Financial Supervisory Authority (FIN-FSA) regulations are presented under the heading ‘Regulation’ in 
FIN-FSA’s regulations and guidelines. FIN-FSA regulations are binding legal requirements that must be 
complied with.  

FIN-FSA issues regulations only by virtue of and within the limits of legal provisions that entitle it to do 
so.  

Guidelines 

FIN-FSA interpretations of the contents of laws and other binding provisions are presented under the 
heading ‘Guideline’ in FIN-FSA’s regulations and guidelines. 

Also recommendations and other operating guidelines that are not binding are presented under this 
heading, as are FIN-FSA’s recommendations on compliance with international guidelines and 
recommendations. 

The formulation of the guideline shows when it constitutes an interpretation and when it constitutes a 
recommendation or other operating guideline. A more detailed description of the formulation of 
guidelines and the legal nature of regulations and guidelines is provided on the FIN-FSA website. 

fin-fsa.fi > Regulation > Legal framework of FIN-FSA regulations and guidelines 

  

https://www.finanssivalvonta.fi/en/regulation/legal-framework/
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1 Scope of application and definitions 

1.1 Scope of application 

These regulations and guidelines apply to the following supervised entities referred to in the Act on the 
Financial Supervisory Authority (878/2008, FIN-FSA Act): 

• mortgage banks as referred to in section 5 of the Act on Mortgage Credit Banks and Covered Bonds, 

• deposit banks and credit companies which have been granted authorisation by the Financial 
Supervisory Authority (FIN-FSA) to conduct mortgage bank operations as referred to in section 8 of 
the Act on Mortgage Credit Banks and Covered Bonds,   

1.2 Definitions 

For the purposes of these regulations and guidelines, the following terms shall have the following 
meanings: 

• mortgage bank refers to a credit company established as a limited-liability company, which may not 
conduct other business operations than those referred to in section 5 of the Act on Mortgage Credit 
Banks and Covered Bonds, 

• authorised credit institution refers to a deposit bank or credit company which has been granted 
authorisation by the Financial Supervisory Authority (FIN-FSA) to conduct mortgage bank 
operations referred to in section 8 of the Act on Mortgage Credit Banks and Covered Bonds, 

• supervised entity refers to both a separate mortgage bank and an authorised credit institution. 
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2 Legal framework and international recommendations 

2.1 Legislation 

The following legal provisions are related to the matters addressed in these regulations and guidelines:  

• Act on Mortgage Credit Banks and Covered Bonds (151/2022, hereinafter the MCBCBA) 

• repealed Act on Mortgage Credit Bank Operations (688/2010, the MCBOA), in accordance with 
section 51 of the MCBCBA  

2.2 EU Directives 

The following European Union Directive relates to the matters addressed in these regulations and 
guidelines: 

• Directive (EU) 2019/2162 of the European Parliament and of the Council on the issue of covered 
bonds and covered bond public supervision and amending Directives 2009/65/EC and 2014/59/EU  

2.3 FIN-FSA’s regulatory powers 

The FIN-FSA’s power to issue binding regulations on the subject is based on the following legal 
provisions: 

• Section 24, subsection 7 of the MCBCBA: The Financial Supervisory Authority may issue further 
regulations on the valuation of derivatives and taking total cash flows into account when calculating 
cover pool total value. The Financial Supervisory Authority may also issue further regulations on the 
methods used to calculate and value overcollateralisation.  

• Section 31, subsection 3 of the MCBCBA: The Financial Supervisory Authority may issue further 
regulations on the calculation of the liquidity buffer requirement. 
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3 Objectives 

(1) The objective of these regulations and guidelines is to guide the conduct of supervised entities as far as 
such guidance is not sufficiently included in the legislation.  

(2) The regulations and guidelines are necessary to protect both the public and holders of covered bonds 
against, among other things, the risk of losing repayable funds, and to supervise the reliability and 
stability of the banking system.  
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4 Risk management concerning mortgage bank operations 

4.1 Prerequisites for mortgage bank operations and supervision of the operations 

4.1.1 Business plan 

(1) In accordance with section 8, subsection 1 of the MCBCBA, a mortgage credit bank and other credit 
institution shall apply to the Financial Supervisory Authority for an authorisation to pursue mortgage 
credit bank operations. In accordance with subsection 2, paragraph 1 of said section, the FIN-FSA shall 
grant the authorisation if, based on the information received, it can be verified that the application 
contains an adequately comprehensive business plan, according to which the credit institution is 
capable of conducting mortgage credit bank operations in the planned extent. 

The rationale of this provision (Government proposal 203/2021, p. 53) lists examples of matters that 
should typically be covered in the business plan from the perspective of sufficient comprehensiveness.  

GUIDELINE (paragraphs 2–3) 

(2) The FIN-FSA recommends that the board of directors of the supervised entity adopts the business plan 
for mortgage bank operations at least on an annual basis. 

(3) The FIN-FSA recommends that the business plan covers at least the following matters: 

• anticipated share of funding through covered bonds relative to total funding and the balance sheet 
total, 

• anticipated amount of covered bonds relative to the amount of available collateral, 

• anticipated covered bond issues, their amounts and volumes over the following year, 

• pricing expectations for covered bonds, targeted level of credit rating, target group, 
overcollateralisation targets, costs and intended market venues, 

• quality and composition targets of credit claims planned to be used as collateral in the cover pool 
and other collateral in the cover pool, and their sources, 

• categories of temporary collateral for covered bonds,  

• documentation of how the sufficiency of collateral over the life cycle of the covered bonds will be 
ensured, 

• principles of applying anticipated derivatives hedges, 

• use of structured issues, 

• whether the issuer is planning to pursue the issuance of covered bonds with the intermediary loan 
model, and if it is, a more detailed description of the intermediary loan model, indicating at least the 
principles and objectives of the use of intermediary credit. 
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4.2 Cover pool 

4.2.1 Requirements concerning overcollateralisation 

(1) In accordance with section 24 of the MCBCBA, the total value of the cover pool shall continuously 
exceed the value of payment obligations arising from the covered bonds as provided in said section 
(overcollateralisation). The value of the overcollateralisation shall constantly be at least two per cent. If 
the requirements laid down in Article 129(3)(a)(3) of the EU Capital Requirements Regulation are not 
met, the overcollateralisation value shall be at minimum five per cent. In addition to the part laid down 
in this subsection, the overcollateralisation shall also cover the estimated winding-down costs related 
to covered bonds. 

The overcollateralisation amount shall be determined by a calculation method based on present value. 
When calculating the present value, payments of loan receivables included in the cover pool shall be 
taken into account in the proportion in which these loan receivables are included in the calculation of 
the cover pool total value as referred to in section 23 above. 

If the calculation method based on present value produces a higher cover pool total value than the 
method based on the nominal value of obligations incurred from the covered bonds, the 
overcollateralisation shall be determined on the basis of the nominal value. 

In calculations based on both the current and the nominal value, any increased credit loss risk of the 
secured receivable shall be appropriately accounted for, at least in cases where the receivable shall, 
pursuant to Article 178 of the EU Capital Requirements Regulation, be considered non-performing. 

In calculations based on the nominal value, the cover assets in the cover pool and the impact of 
currency derivatives contracts shall be taken into account when determining the obligations incurred 
from covered bonds. In calculations based on the present value, the value of derivatives contracts shall 
be determined on the basis of present value at the time of valuation. 

The same method shall be used to determine both the total value of the cover pool and the obligations 
incurred from the covered bonds. 

The Financial Supervisory Authority may issue further regulations on the valuation of derivatives and 
taking total cash flows into account when calculating cover pool total value. The Financial Supervisory 
Authority may also issue further regulations on the methods used to calculate and value 
overcollateralisation.  

REGULATION (paragraphs 2–3) 

(2) In both nominal and present value-based calculation, the same method based on the fair value or book 
value, where lower than the fair value, shall be applied to the substitution assets referred to in section 
18 of the MCBCBA and assets used to cover the liquidity buffer requirement under section 31 of the 
MCBCBA, which is applied to the determination of the liquidity buffer requirement under section 31 of 
the MCBCBA.  

(3) In the valuation of short-term exposures or short-term deposits referred to in section 18, subsection 1, 
paragraph 2 of the MCBCBA, the book value of the exposure or deposit shall be applied. 
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GUIDELINE (paragraphs 4–5) 

(4) The FIN-FSA recommends that if different overcollateralisation requirements have been set for different 
cover pools, the supervised entity shall monitor the covercollateralisation ratio of each cover pool 
separately.  

(5) The FIN-FSA recommends that supervised entities assess the effect of the alternative scenarios on the 
overcollateralisation amount on a regular basis.  It is also recommended that the effects of the 
alternative scenarios on the overcollateralisation amount are taken into consideration when 
determining the risk appetites and risk limits of the mortgage bank operations. 

4.3 Bond register 

(1) In accordance with section 27 of the MCBCBA, the issuer shall keep a register of bonds issued by it and 
their cover pools. Any changes to the information in the bond register shall be entered in the register 
without delay. A record shall be kept of entries made in the register which cannot be changed 
subsequently. The information in the bond register shall make it possible to identify the cover pools 
used as collateral for bonds and the cover assets contained in the cover pools. 

GUIDELINE (paragraphs 2– 3) 

(2) The FIN-FSA recommends that authorised credit institutions’ bond registers should not include loans 
that are not included in the value of the cover pool. Exceptions to this rule may include, for example, 
changes of collateral, restructuring of loans or other comparable temporary reasons. 

(3) The FIN-FSA recommends that supervised entities retain records of bond register entries in accordance 
with the provisions of the Accounting Act (1336/1997) on the retention of accounting material. 

4.4 Liquidity requirements 

(1) In accordance with section 31, subsection 1 of the MCBCBA, the issuer shall ensure that the cover pool 
continuously contains an amount of funds that meets the requirements laid down in section 18, 
subsections 1 and 2 and covers the maximum cumulative net liquidity outflow relating to covered 
bonds over the next 180 days (liquidity buffer requirement). 

(2) In accordance with section 31, subsection 3 of the MCBCBA, the FIN-FSA may issue further regulations 
on the calculation of the liquidity buffer requirement. 

REGULATION (paragraph 3) 

(3) The future cash flows from variable rate contracts shall be estimated using a method that is 
documented in writing and approved by the board of directors of the supervised entity. 

GUIDELINE (paragraph 4) 

(4) The FIN-FSA recommends that supervised entities estimate the effect of the alternative scenarios on 
cash flows from the contracts and maximum net outflows on a regular basis. It is also recommended 
that the effects of the alternative scenarios on liquidity requirements are taken into consideration when 
determining the risk appetites and risk limits of the mortgage bank operations. 
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4.4.1 Extension of covered bond maturity 

(5) In accordance with section 32, subsection 1 of the MCBCBA, the terms of a covered bond may contain a 
clause under which the issuer may, subject to permission granted by the Financial Supervisory 
Authority, extend the maturity of the covered bond. In this case, the contract terms shall meet the 
requirements laid down in section 32 of the MCBCBA and specify the final maturity date of the covered 
bond. In accordance with subsection 2 of said section, the issuer shall apply to the Financial 
Supervisory Authority for permission to extend maturity as referred to in this section at the latest five 
banking days before the maturity date of the covered bond. 

(6) The rationale of the provision (Government proposal 203/2021, p. 70) contains a mention of the 
statements and explanations that should be indicated in the application.  

GUIDELINE (paragraphs 7– 9) 

(7) The FIN-FSA recommends that the following matters are indicated in the documents attached to an 
application concerning the extension of the maturity of a covered bond: 

• The covered bond has been issued in accordance with the MCBCBA, or the supervised entity has 
started to apply the MCBCBA, in accordance with section 51, subsection 4 of the MCBCBA to covered 
bonds issued under the previous Act on Mortgage Credit Bank Operations (688/2010). 

• The terms and conditions of the covered bond in their entirety. 

• Explanation of the fulfilment of the prerequisites for the extension of maturity. The explanation shall 
include least: 

 actions that the supervised entity has taken or sought to take in order to refinance the 
maturing covered bond with its customary long-term funding sources, 

 calculation indicating the impacts on the LCR ratio if the supervised entity were to repay the 
covered bond. 

• The new maturity date being sought for the covered bond. 

• A list of all covered bonds issued by the supervised entity and their maturity dates. 

(8) The FIN-FSA recommends that the supervised entity contacts the FIN-FSA before submitting the 
application. 

(9) The FIN-FSA recommends that the supervised entity submits the application electronically to the FIN-
FSA’s registry. 

4.5 Separation of risk management concerning mortgage bank operations in the event of 
resolution  

(1) Section 9, subsection 3 of the MCBCBA provides on ensuring that the administration of covered bonds 
can be continued despite resolution procedures.  
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GUIDELINE (paragraph 2) 

(2) The FIN-FSA recommends that authorised credit institutions that are not mortgage banks arrange their 
risk management concerning mortgage bank operations as a single entity so that they have the 
capacity to separate them into an independent entity in the potential event of resolution. 
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5 Repealed regulations and guidelines 

(1) Upon their entry into force, these regulations repeal FIN-FSA regulations and guidelines 6/2012, issued 
on 26 July 2012 “Mortgage bank authorisation procedure and risk management”. However, in 
accordance with section 51 of the MCBCBA, the repealed regulations and guidelines 6/2012 shall 
continue to apply, even after the entry into force of these regulations and guidelines, to covered bonds 
referred to in section 2, subsection 5 of the repealed Act on Mortgage Credit Bank Operations 
(688/2010). 

 


	Risk management concerning mortgage bank operations
	1 Scope of application and definitions
	1.1 Scope of application
	1.2 Definitions

	2 Legal framework and international recommendations
	2.1 Legislation
	2.2 EU Directives
	2.3 FIN-FSA’s regulatory powers

	3 Objectives
	4 Risk management concerning mortgage bank operations
	4.1 Prerequisites for mortgage bank operations and supervision of the operations
	4.1.1 Business plan

	4.2 Cover pool
	4.2.1 Requirements concerning overcollateralisation

	4.3 Bond register
	4.4 Liquidity requirements
	4.4.1 Extension of covered bond maturity

	4.5 Separation of risk management concerning mortgage bank operations in the event of resolution

	5 Repealed regulations and guidelines


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Coated FOGRA27 \050ISO 12647-2:2004\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType true
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on 'Kirjapaino'] [Based on '[High Quality Print]'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 8.503940
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


