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1	 Executive summary

This publication monitors the entities that form part of non-bank financial interme-
diation (NBFI) in Spain. A numerical overview and its degree of involvement in 
certain risks in 2020 are outlined. With this issue, the report also includes a final 
section describing the use of macroprudential tools and the results of the stress tests 
that are periodically carried out on the investment fund sector, the most important 
NBFI entities in quantitative terms. 

–– Figures for 2020 reveal significant growth in the financial sector as a whole – 
up 10.7% to €5.19 trillion (4.6 times the size of GDP). This increase was the 
result of a strong increase in central bank assets as a consequence of monetary 
policy operations and of the banks, which showed a significant growth in cred-
it in the context of the crisis, driven by the support measures established by 
the Government.

–– The assets of other financial intermediaries (OFIs), which make up the base 
from which the NBFI sector is defined, fell 1.4% to €869 billion, meaning that 
their relative weight in the financial system decreased to 16.7%. Great hetero-
geneity was observed according to the type of entity, with increases in securi-
tisation assets, decreases in financial credit institutions and practical stability 
in investment funds.

–– The degree of credit intermediation of the financial system as a whole in-
creased by 7.6%, to €3.1 trillion in 2020, due to the increase in bank credit. 
However, unlike the level observed in the banking sector, OFI credit interme-
diation decreased, prolonging a trend that has remained almost unchanged 
since 2010. In addition to this decrease in OFI intermediation, there is a rea-
lignment of their financial assets in favour of fixed income assets and to the 
detriment of loans and deposits. 

–– The degree of direct interconnection between banks and OFIs decreased again 
in 2020. Bank rights to OFIs stood at around 6% of total bank assets, with 
banks’ obligations to OFIs at 10%. This degree of interconnection has been 
decreasing for several years (having reached a maximum of 15% in the case of 
bank rights and 20% in the case of obligations), meaning that this channel 
of risk contagion, especially important in moments of market instability, has a 
more limited potential. 

–– The volume of NBFI assets in Spain, according to the narrow measure estab-
lished by the Financial Stability Board, stood at €303.6 billion in 2020, 2.3% 
less than in 2019 and 5.8% of the total financial system. The most important 
NBFI institutions here continue to be investment funds (87.4%) and, some way 
back, securitisations (7.6%). The other NBFI institutions, which are mainly fi-
nance companies, broker-dealers and mutual guarantee companies, barely 
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account for 5% of total assets. The predominance of investment funds in the 
narrow measure of NBFI is in part related to the fact that their assets are not 
consolidated in bank balance sheets and are therefore not excluded from the 
total calculation (as is the case for a large part of the assets of finance compa-
nies and securitisations). 

–– The analysis of the risks associated with NBFI does not currently point to the 
existence of significant vulnerabilities from the standpoint of financial stabili-
ty. The most significant risks for NBFI entities are credit and liquidity which 
largely respond to the very nature of these institutions. The colour map depict-
ing the perceived intensity of these risks shows little change from the previous 
year. In the particular case of investment funds, there is a slight increase: i) in 
the maturity transformation indicator – i.e., the lengthening of the maturities 
of portfolio assets – and ii) in the proportion of asset classes that, a priori, have 
less promising liquidity conditions. The different metrics that assess the de-
gree of liquidity of the fund’s portfolio make it possible to rule out vulnerabil-
ities in this regard, as was confirmed in March 2020, when the significant in-
crease in redemptions within the context of the pandemic was addressed 
without any significant incident. In addition, leverage indicators (direct or in-
direct, depending on their position in derivatives) of these institutions do not 
indicate intensive use thereof either. 

–– In 2020, the use of fund liquidity management tools in Spain was higher than 
usual as a result of COVID-19, which led to a significant increase in redemp-
tions in March, as indicated above. In fact, no Spanish fund had to activate any 
extraordinary liquidity measures, such as the suspension of redemptions or 
side pockets. Only five funds had to implement partial redemptions. However, 
the CNMV reinforced its coordination mechanisms with management compa-
nies during the pandemic, encouraging such institutions to use the available 
liquidity management tools, if appropriate. In particular, the CNMV recom-
mended the valuation of assets based on bid prices and swing pricing schemes. 

–– The results of the stress exercises that the CNMV performs every six months 
on Spanish investment funds continue to reveal that this market is resistant to 
the different redemption shocks simulated for the different categories of funds. 
In the most extreme scenario, the number of funds that could experience li-
quidity problems is ten in total, representing 1.3% of the assets of the sample 
of funds for the year. Of these, six belong to the category of high-yield fixed 
income funds, with the rest distributed among other categories.

–– This publication includes two exhibits that address topics of special interest:

	 •	� The first one sets forth the proposals to reform money market funds 
made internationally as a result of the vulnerabilities identified in these 
types of funds during the COVID-19 pandemic.

	 •	� The second one describes the public consultation of the draft technical 
guide on the management and control of the liquidity of collective invest-
ment schemes (CIS) undertaken by the CNMV and published in Septem-
ber of this year.
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2	 Evolution in main indicators

This section presents the most recent evolution of the sub-sectors that are part of the 
Spanish financial sector, distinguishing those that typically provide bank financing 
from other entities that provide financing outside of this traditional channel. The 
aim is to evaluate the evolution over time of both types of financing with the under-
lying idea, transmitted in previous editions of this report, that an economy that 
presents a more balanced financing structure between the banking and non-banking 
sectors (included as financing via markets) can achieve higher long-term growth 
rates. This balance in the sources of financing also makes it possible to reduce fluc-
tuations in financial cycles, as the alternatives available in capital markets can be a 
valuable alternative source of financing during credit crunches, which are usually 
common in times of economic recession.

As can be seen in Figure 1, which represents the evolution of the sources of financ-
ing of non-financial corporations from 1997, until relatively recently (2008), the 
most significant source of financing for companies came from bank loans, the more 
traditional route and surely one which is more suitable for smaller companies. Since 
2009, once the first stages of the global financial crisis had passed, a credit crunch 
began in which other alternative sources of financing became much more impor-
tant. In particular, financing via shares and equity stakes (which also includes the 
profits retained by the companies) was key until 2019. In 2020, with the onset of 
the COVID-19 crisis – the origin of which was totally exogenous to the financial 
system – meant a change of course in this trend, with a significant new growth in 
bank loans. This increase in bank loans to companies is partially explained by the 
different support measures established by the Government in the context of 
the crisis1 and also by those that the monetary authority adopted in order to facili-
tate the flow of credit to the economy.

1	 Public guarantees are worth special mention here, although other measures were also adopted such as 
moratoria, credits granted by the public administration, direct aid and tax deferrals.
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Financing of non-financial companies 	 FIGURE 1
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Spain’s financial system size was €5.19 trillion at the end of 2020, 4.6 times the 
country’s GDP. This figure is a 10.7% higher than in 2019 and represents a historical 
maximum, which reaffirms an upward trend that, with certain fluctuations, began 
in 2015. As can be seen in Table 1 and Figure 2, this performance is explained by the 
strong increase in central bank and bank assets. Central bank assets representing 
20% of the total financial system increased by almost 40% as a result of monetary 
policy operations.2 The banking sector continued to be the most important, account-
ing for 53% of total assets. It grew 8.4%, in line with the credit expansion men-
tioned above. Other segments of the financial system also showed certain growth, 
such as financial auxiliaries (3.4%), insurance (2.4%) and pension funds (0.8%). 
These three types of entities account for around 10% of the system’s assets. Finally, 
OFI assets fell back 1.4%, with their relative weight dropping to 16.7%. As explained 
later, a significant heterogeneity was observed within this group of institutions, 
which are the basis by which the NBFI sector is defined.

Annual growth of financial system assets 	 FIGURE 2
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2	 This basically corresponds to long-term financing operations and asset purchase programmes.
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Structure of the Spanish financial system		  TABLE 1

Millions of euros

Central 
bank Banks Insurance

Pension 
funds

Financial 
auxiliaries OFIs Total

Size in 2020 (millions) 1,032,405 2,752,951 329,093 149,271 59,223 869,266 5,192,210

Size in 2019 (millions) 745,607 2,538,814 321,272 148,118 57,272 881,193 4,692,277

% of total (2020) 19.9 53 6.3 2.9 1.1 16.7 100

Growth 2020 (%) 38.5 8.4 2.4 0.8 3.4 -1.4 10.7

Cumulative growth 2002-2009 125.8 158.4 54.6 73.2 345.4 231.9 159

Cumulative growth 2009-2020 370.4 -17.2 34.1 44.5 2.7 -17.9 3.6

Source: CNMV and Bank of Spain.

The delimitation of the entities that make up NBFI is a complex task, which has 
evolved over time due to the heterogeneity of the entities and activities that may be 
part of this sector. In fact, a number of institutions at a European and international 
level carry out analysis employing different approaches, albeit with certain points in 
common. Put simply, there are two broad approaches to NBFI: i) one that considers 
OFIs as a whole as a measure of NBFI and ii) one that starts from a broad aggregate 
that excludes banks and identifies institutions based on the performance of some 
previously defined economic function. The first approach is followed by institutions 
such as the European Systemic Risk Board3 (ESRB) while the second is the option 
preferred by the FSB.4 This section of our publication, which broadly follows the 
guidelines defined by the FSB, describes the trends in this wider aggregate, excluding 
banks and focusing on OFIs, while the following section defines the narrow measure 
of NBFI in terms of its size and most significant risks. The narrow measure of NBFI 
identifies those entities that perform any of the five pre-established economic func-
tions5 and discounts the amount of assets that are consolidated in banking groups.

As regards NBFI in this broad sense and based on all non-banking financial entities, 
it should be noted that the weight of this sector in the Spanish financial system as a 
whole was close to 30% during the years of the global financial crisis, falling to 25% 
in 2012 and subsequently returning to rates of close to 30%. In 2020, the assets of 
these entities stood at €1.36 trillion, 2.7% up on 2019. The relative size of the non-
bank financial sector in other jurisdictions is greater. According to FSB data, this 
proportion is close to 50% of the total financial system, on average. 

OFIs stand out among non-banking entities, not only because they form the biggest 
group, but also because this group forms the basis from which the narrow measure 
of NBFI is obtained, as has been outlined previously. As can be seen in Table 2, OFI 
assets stood at €825 billion in 2020, 1.4% less than in 2019. This amount accounts for 
more than 60% of the non-bank financial sector. Leading the OFI segment in terms 
of volumes of assets were investment funds (with over €322 billion), captive finan-
cial institutions (€244 billion) and securitisation vehicles (€185 billion). In relative 
terms they represent 37%, 28% and 21% of total OFI assets respectively (see left-
hand panel of Figure 3). The evolution of asset volume between 2019 and 2020 was 

3	 See the latest report in EU Non-bank Financial Intermediation Risk Monitor 2021 (europa.eu).

4	 See the latest report in Global Monitoring Report on Non-Bank Financial Intermediation 2020 (fsb.org).

5	 These roles are described and quantified for a Spanish context in Table 5 of this report.

https://www.esrb.europa.eu/pub/pdf/reports/nbfi_monitor/esrb.202108_eunon-bankfinancialintermediationriskmonitor2021_~88093a4a94.en.pdf?e0f40c0d5943d375a9b730c9e82f376a
https://www.fsb.org/wp-content/uploads/P161220.pdf
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not uniform depending on the type of institution. Investment funds were up 0.6%, 
despite the effects of the crisis on redemptions and on the valuation of its portfolio 
in the worst moments, securitisations rose 5.4%, broker-dealers were up 1.8% while 
real estate investment trusts grew by 2.8%. However, the notable decrease in the as-
sets of finance companies (-18.9%) and other OFIs (-33%) offset the advances of 
other institutions and explains the aforementioned total decrease (-1.4%).

The composition of OFIs in the international sphere shows some similarities with re-
spect to Spain, but there are also differences. Among the similarities, the preponder-
ance of investment funds and captive financial institutions stands out, with amounts 
representing close to 50% and 20% respectively of aggregate OFI assets.6 On the con-
trary, other entities such as broker-dealers have a greater weight than in Spain (in re-
lation to their size, with around 10% of the total), in contrast to securitisations, which 
barely account for 4% of this sector on average in the countries analysed by the FSB.

Structure of other financial institutions	 TABLE 2

Millions of euros

Non-money 
market funds

Money 
market funds

Captive 
financial 

institutions
SPVs: 

securitisation
Broker-
dealers

Finance 
companies REITs Other Total

Size in 2020 (millions) 318,145 4,572 244,736 185,091 9,562 48,577 33,638 24,945 869,266

Size in 2019 (millions) 317,082 3,788 245,681 175,620 9,392 59,893 32,714 37,023 881,193

% of total (2020) 36.6 0.5 28.2 21.3 1.1 5.6 3.9 2.9 100.0

Growth 2020 (%) 0.3 20.7 -0.4 5.4 1.8 -18.9 2.8 -32.6 -1.4

Cumulative growth 2002-2009 33.3 -74.7 845.3 917.4 14.3 49.0 - - 231.9

Cumulative growth 2009-2020 70.1 -66.1 -13.8 -61.7 -27.4 -10.6 397.5 42.6 -17.9

Source: CNMV and Bank of Spain

As seen on the right of Figure 3, OFI assets peaked between 2007 and 2010, a period 
in which they exceeded €1 trillion. Between 2010 and 2013, the OFIs suffered a grad-
ual contraction due to the decline in the assets of their most significant components, 
reaching a minimum level of €810 billion. Since then, there has been a slight, some-
what irregular, increase in OFI, which exceeded €881 billion in 2019, to end up fall-
ing off again in 2020 to €869 billion. In this period of time, there has been a very 
important restructuring of the various types of institutions – investment funds have 
gone from accounting for 17% of OFI in 2010 to 37% in 2020, while securitisations 
have decreased from 47% to 21% (in 2019 they recorded an all-time low of 20%). The 
relevance of financial institutions with limited activity has undergone less marked 
changes, remaining between 23% and 28% of the total assets of the OFI sector.

In the OFI segment, there are different types of entities that carry out very different 
financial activities. Some fulfil certain economic functions defined by the FSB (and 
which are described in the next section) and, consequently, are considered to be part 
of NBFI in the strict sense of the term. This group includes some, although not all, 
investment funds,7 special purpose vehicles (SPVs) for securitisation, broker-dealers, 

6	 In the case of investment funds, it should be noted that in Spain the weight of monetary and hedge 
funds is much lower than in other jurisdictions (in average terms), as they represent only 0.5% and 0.4% 
of OFIs respectively, while in the international sphere these percentages stand at 6.6% and 4.5%.

7	 Equity funds are not part of the narrow measure of NBFI.
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and finance companies. In contrast, the OFI sub-sectors that do not belong to the 
narrow measure of NBFI are captive financial institutions and money lenders,8 
REITs,9 central counterparties (CCP), venture capital firms and SAREB (Asset Man-
agement Company for Assets Arising from Bank Restructuring). Of the total volume 
of OFI assets (€869 billion), €360 billion correspond to entities that are not part of 
NBFI. Of the remaining amount (slightly less than €510 billion), it is necessary to de-
duct more than €200 billion for consolidation in the bank balance sheets to reach 
the narrow measure of NBFI (which in 2020 stood at €303 billion, see Figure 9).

Distribution and trends of the OFI sector in Spain	 FIGURE 3
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2.1	 Credit intermediation and financing of entities included in NBFI

The main aim of this section is to offer an overview of the extent of involvement of 
non-bank financial intermediaries in credit intermediation and in granting loans 
within the financial system. At the same time, the use that these entities make of 
wholesale financing and, especially, of the temporary acquisition of assets, better 
known as repos, is analysed.

In 2020, credit intermediation of the financial system as a whole increased by 7.6% 
(having grown 1% in 2019), reaching €3.1 trillion. This growth had its origin in the 
banking sector, which has a far greater volume of credit assets, as well as recording an 
increase of 11.3% over the past year, exceeding €2.3 trillion. This figure represents 
86.4% of the total value of the banks’ financial assets. In terms of asset type, loans 
stand out, representing more than half total credit assets and 49% of financial assets 
(see Table 3). On the contrary, in the case of OFIs, credit assets fell 3.5% throughout 
2020, reaching almost €460 billion at the end of the year, 52.9% of total financial as-
sets (54.1% in 2019). 

8	 Of the set of OFO entities that do not belong to the narrow measure of NBFI, financial institutions with 
limited activity are the most significant due to the volume of their assets (€244 billion at the close of 
2020). This sub-sector essentially comprises subsidiaries of groups of companies or entities that provide 
loans from their own funds through a single source. In Spain, a great many of these institutions are com-
panies specially set up for the issuance of preferred stock and other negotiable securities.

9	 Real Estate Investment Trusts.
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Within OFIs, the most important entities in terms of credit intermediation are secu-
ritisation vehicles, with 40% of the total at the end of 2020 (36.7% in 2019), in 
which all credit assets were loans or deposits. Investment funds meanwhile account-
ed for 36% of the total, with fixed income assets in this case accounting for the 
highest percentage of all credit assets (83.4%).

Credit intermediation in the Spanish financial system. 2020	 TABLE 3

Millions of euros

Banks Insurance
Pension 

funds OFIs Total

Credit assets (millions of euros) 2,343,831 261,372 74,694 459,994 3,139,891

  Deposits 539,343 17,908 11,140 112,832 681,223

  Loans 1,330,688 1,785 75 214,121 1,546,669

  Fixed income assets 473,801 241,678 63,479 133,041 911,999

Credit assets (% of assets) 86.4 79.4 50.0 52.9 77.3

  Deposits 19.9 5.4 7.5 13.0 16.8

  Loans 49.0 0.5 0.1 24.6 38.1

  Fixed income assets 17.5 73.4 42.5 15.3 22.5

Source: CNMV and Bank of Spain.

As can be seen in Figure 4, in the last 10 years credit assets of both OFIs and banks 
have followed a downward trend, which in the case of banks was interrupted in 
2020. Since 2010, OFI credit assets have fallen 45.2% in accumulated terms, while 
those of banking entities have decreased less sharply (17%). In the case of OFIs, this 
decline has its origin in the sharp contraction of securitisation vehicles since the fi-
nancial crisis. It should be remembered that, given their nature, practically all the 
financial assets of these vehicles are made up of credit assets, especially loans and, 
to a lesser extent, deposits. Meanwhile, OFI fixed income assets have grown 18.3% 
over the past 10 years, due to the greater importance of investment funds. 

Evolution in credit intermediation	 FIGURE 4
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In relation to the financing received by entities in the financial system, wholesale 
financing is one of the main sources of funds. These instruments, which are positive 
in terms of price formation and liquidity in secondary markets, may also generate 
short-term obligations and consequently create risks associated with maturity trans-
formation and liquidity outside the banking system. Likewise, wholesale financing 
could increase the interconnectedness between different financial institutions and 
contribute to increasing the procyclicality of the system.

Spanish OFIs reached their greatest degree of dependence on wholesale financing in 
2009, standing at €647 billion, from which point on this figure began to decrease 
sharply year after year to €297 billion at the close of 2020, having fallen by 5.2% 
compared with the previous year. In relative terms, this represents 32.5% of the to-
tal financial assets of these entities, a percentage that has been progressively de-
creasing since 2009, when it was above 60%. If these figures are compared with the 
figures for banks, as might be expected, banks’ wholesale financing is well below 
that of OFIs, accounting for just over 10% of financial assets.

Wholesale financing of financial system entities	 FIGURE 5
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Within this type of obligation, long-term financing is the predominant source for 
OFIs, accounting for 72.5% of total wholesale financing in 2020, while for banks this 
figure stands at 85.1% (see Figure 6). The evolution over the last few years has been 
different between both types of entities: while among OFIs dependence on short-
term financing increased in importance in the worst moments of the financial crisis, 
a trend that continued in subsequent years, albeit at a slower pace, the weight of 
long-term financing increased in the meantime among banks, stabilising at around 
85%. However, it should be mentioned that in 2020, for the first time in 12 years, the 
relative importance of short-term financing in OFIs has decreased by 1.3%.
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Evolution of wholesale financing	 FIGURE 6
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Repos deserve a separate analysis in the area of wholesale financing, as they have 
shorter repayment terms. The associated risks may therefore be higher in terms of 
financial stability. In the case of insurance undertakings, wholesale financing 
through repos accounts for the largest share of funding, almost 95% of the total. 
However, as we have already seen, wholesale financing is residual for these entities, 
so the absolute figures are not high (just over €4 billion in repos). 

In the case of OFIs, financing through repo has been reduced, without ever exceed-
ing 9% of total wholesale financing. It reached a maximum in 2013 with €36.5 bil-
lion, which represented 8.4% of the wholesale financing of these entities (see right-
hand panel of Figure 6). In 2020, after falling year after year, repo financing was just 
over €9.5 billion, just 5.3% of wholesale financing. In the case of banks, this type of 
financing through repos, which stood at over 30% in 2010 and 2011, with obliga-
tions reaching €180 billion, has been declining with certain fluctuations to stand at 
10.3% last year at just over €28 billion.

In net terms, in other words, the difference between transactions made through re-
pos in which the entity is a provider of liquidity and those in which the entity 
receives financing, banks can be seen to have been recipients of liquidity until 2013, 
after which they increasingly became net providers of liquidity for the economy 
(see Figure 7) to an increasingly greater extent until 2019, when the total reached 
€76 billion. In 2020, as a result of both a decrease in repos in bank assets and an 
increase in financing through this instrument, this figure fell to €46 billion. Mean-
while, OFIs have consistently been net providers of liquidity in recent years, al-
though the amount provided fell substantially until 2015 and has remained well 
below €10 billion ever since. Specifically, in 2020, they were below €5 billion (€7 bil-
lion in 2019).
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Net repo position	 FIGURE 7
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2.2	 Interconnectedness between banking institutions and OFIs

During periods of stress or financial difficulties, not only is the size of the different 
financial sub-sectors significant, but also the interrelations between them, as these 
are channels that lend themselves to risk contagion. These connections can occur 
both directly (for example, through credit financing) and indirectly, as when two 
entities have assets in the same entity or share prices or debt securities that perform 
in a similar manner, for different reasons. In order to determine the direct interrela-
tionship, data has been obtained on bilateral exposures among the financial sectors. 
For example, bank exposure to OFIs is calculated as the assets they hold in OFIs as 
a portion of their total assets (see Figure 8). 

Interconnectedness between banks and OFIs	 FIGURE 8
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As can be seen in the left-hand panel of Figure 8, at year end 2020 the rights of banks 
with regard to OFI (“Bank Exposure to OFIs”) accounted for 7.9% of bank assets10 
(€214 billion), a figure that has fallen steadily since 2010, when it stood at over 
€467 billion, representing 14% of total assets. In 2020, bank OFI liabilities (“Bank 
use of funding from OFIs”) accounted for the same percentage, namely 9.4% of 
banks’ assets, after having dropped 20 basis points in one year and more than 
10 percentage points since 2008. However, in absolute terms, the figure increased by 
just under €15 billion, to exceed €255 billion (see Table 4).

If the claims or liabilities of OFIs that are consolidated in the banking groups 
themselves are excluded,11 the aforementioned percentages fall to 3.2% of banks’ 
assets in the case of claims (5.1% in 2019), while banks’ liabilities to OFIs are very 
similar, at 3.4%. Based on the trend of this exposure over recent years, the greatest 
interrelation (in net terms) between the two sub-sectors mentioned occurred in 
2007, when banks’ claims on OFIs accounted for around 6% of total bank assets 
and their liabilities to OFIs for 10%. 2013 was the only year in which there was an 
increase in these two ratios, but in no case were the values observed in 2007 re-
peated.

Interconnectedness between banks and OFIs	 TABLE 4

Millions of euros

Banks’ exposure to OFIs Banks’ liabilities to OFIs

Total
Consolidated in 
banking groups Total

Consolidated in 
banking groups

2012 374,996 187,775 499,679 283,068

2013 327,653 149,577 438,661 234,354

2014 303,960 149,456 429,976 215,894

2015 272,698 132,153 376,069 189,633

2016 263,805 138,837 358,520 185,805

2017 262,924 128,099 291,811 176,149

2018 243,269 117,349 246,231 156,837

2019 241,407 112,889 240,617 148,119

2020 214,014 126,262 255,315 161,969

Source: CNMV and Bank of Spain.

The interconnectedness of OFIs with the other sectors in the financial system is 
much lower than with banks, while the relationship with other entities belonging to 
the same group is the strongest, followed by the relationship with the insurance 
undertakings. The rights of entities belonging to the OFI sub-sector with respect to 
others in the same sub-sector amounted to slightly less than €26 billion at the end of 
2020 (€28 billion in 2019), while the rights with insurance companies stood at just 
over €13 billion and the obligations with these at €18 billion, both figures very sim-
ilar to those of the previous year. From the banking point of view, the greatest inter-

10	 This same figure accounted for 24.6% of OFI assets.

11	 In Spain, interconnectedness data for banks and OFIs that are consolidated in banking groups are only 
available for the SPV sub-sector.
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connection is also produced with OFI,12 followed by the relationship with other 
banking entities, which amounted to €98.5 billion at the end of 2020, after falling 
more than €13 billion in relation to 2019. 

From a financial stability point of view, it is also important to analyse the intercon-
nection between the different financial sub-sectors and the non-financial sectors in 
order to know to what extent a period of financial difficulties could affect the real 
economy. In this case, banks are, as might be expected, those that show the greatest 
interconnection with non-financial agents in the Spanish economy,13 the relation-
ship with households being particularly high in both directions: bank obligations 
with this sector amounted to €973 billion in 2020, while banking rights amounted 
to €664 billion.14 

12	 It does not take into account the relationship with the central bank, whose interconnection with com-
mercial banks amounts – in both directions – to about €300 billion.

13	 Non-financial agents are made up of households, the public administration and non-financial companies.

14	 The banking obligations with the public administration and financial companies amounted to €99 bil-
lion and €324 billion respectively; and the rights of the banks with these same sectors were €315 billion 
and €526 billion.
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3	 Non-bank financial intermediation

To identify and evaluate the risks associated with NBFI, criteria developed by the 
FSB in 2013 based on five economic functions were used.15 This approach ensures 
that the different jurisdictions can define their NBFI sector based on the activity of 
the institutions and not on their legal form. A certain consistency in the analysis 
performed between the different countries is also achieved, as aggregations and 
comparisons of similar indicators are made possible. 

Table 5 offers a summary of the five economic functions described by the FSB, the 
Spanish financial system institutions that belong to each16 and their size in 2020. It 
can be seen that the most significant institutions in terms of the size of their assets 
belong to Economic Function 1 (management of collective investment vehicles whose 
characteristics make them susceptible to runs), accounting for 52.1% of the assets, 
while Economic Function 5 (securitisation-based credit intermediation and funding 
of financial institutions) represents 36.5% of the total. Next are the institutions cov-
ered by Economic Function 2 (loan provision dependent on short-term financing), 
accounting for 9.5%, while the other two functions barely represent 2% of assets.

Obtaining the figure for the volume of assets included in NBFI begins with the 
non-banking financial sector,17 excluding those entities whose activity cannot be 
framed in any of the five economic functions described in Table 5. Pension funds, in-
surance entities and financial auxiliaries are firstly factored out, followed by OFI insti-
tutions that do not perform any economic functions.18 It is also necessary to include 
certain entities that are not OFIs but are within the scope of NBFI. These institutions, 
which in our case would correspond to mutual guarantee companies (Economic Func-
tion 4), have very little importance in Spain, as their assets barely reached €1.2 billion 
in 2020. Finally, entities are excluded that, despite belonging to one of the economic 
functions described, are nevertheless consolidated into banking groups.19 

15	 Policy Framework for Strengthening Oversight and Regulation of Shadow Banking Entities.

16	 For further details, see the first article in this series: Ispierto, A. (2019). “Non-bank financial intermediation 
in Spain”. CNMV Bulletin, Quarter I, pp. 79-122. Available at: https://cnmv.es/DocPortal/Publicaciones/
Boletin/Boletin_I_2019_WEBen.PDF

17	 In previous editions, referred to as MUNFI (Monitoring Universe of Non-bank Financial Intermediation). 
The line set by the latest FSB report has been followed, which no longer refers to this group of entities in 
this way.

18	 As explained in the previous section, OFIs that are not part of NBFI are as follows (in order of importance 
according to asset size): captive financial institutions and money lenders, equity investment funds, REITs, 
the SAREB, CCPs and venture capital firms.

19	 As described in each section of this chapter, bank consolidation occurs for two main reasons: either the 
entity in question is controlled by a bank or the assets belonging to the entity are also on the bank’s 
balance sheet (and therefore subject to banking regulations). The latter case covers securitisation vehi-
cles, whose assets have to remain on the bank’s balance sheet if the associated risks and returns have not 
been substantially transferred to third parties.
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Classification of NBFI according to economic functions	 TABLE 5

Economic 
functions Definition Member entities

Size in millions of euros,  
(% of total NBFI), % change 2020

EF1
Management of collective investment 
schemes with features that make them 
susceptible to runs

Money market funds, fixed income funds, 
mixed funds,1 hedge funds and open-
ended collective investment schemes 
(SICAVs)

265,405 (52.1%)
-0.7%

EF2
Loan provision that is dependent on short-
term funding

Finance companies
48,577 (9.5%)

-18.9%

EF3
Intermediation of market activities that is 
dependent on short-term funding or on 
secured funding

Broker-dealers
9,562 (1.9%)

1.8%

EF4
Entities that perform the “facilitation” of 
credit creation

Mutual guarantee companies
1,177 (0.2%)

10.2%

EF5
Securitisation-based credit intermediation 
and funding of financial institutions

Special Purpose Vehicles (SPVs) whose 
object is the securitisation of assets

185,091 (36.3%)
5.4%

Source: CNMV and Bank of Spain.
1 � Pursuant to the criteria established by the FSB, only mixed funds with an equity percentage of less than 80% of the total portfolio are included 

in the EF1 category. In Spain, pursuant to current legislation, the exposure of mixed funds to equity cannot exceed 75% of the portfolio, meaning 
that all are considered as NBFI.

This process, as shown in Figure 9, enables the scale of the narrow measure of NBFI 
definition to be determined. As can be seen in Figure 9, from the amount of assets 
in the non-banking financial sector (€1.4 billion) almost 890 billion have been de-
ducted for not belonging to any of the functions contemplated, with another 
€206.2 billion which are consolidated in banking groups. The size of the narrow 
measure of NBFI in Spain therefore stood at €303.6 billion in 2020, 2.3% below the 
2019 figure.

NBFI assets, whether measured as the sum of the assets of the five economic func-
tions or discounting the consolidated amount in banks (the narrow measure), have 
maintained their relative weight within the Spanish financial system at low and 
relatively low values, which have been stable since 2012. The crisis had a significant 
impact on these entities, reducing the assets of investment funds and the outstand-
ing balance of securitisations above all. As can be seen in Figure 10, the assets of the 
aggregate of the five economic functions represent between 10% and 12% of the fi-
nancial system since that year (9.8% in 2020) and those of the narrow measure of 
NBFI concentrate between 4% and 7% (5.8% in 2020). The slight decrease in the 
relative importance of NBFI in Spain in 2020 is explained both by the significant 
increase in the size of the Spanish financial system last year (see previous section) 
and by the decrease in the volume of the assets of these entities, which, as explained 
later, has its origin in the decrease in the financial credit institutions segment (Eco-
nomic Function 2). In general, the size of NBFI in Spain continues to be small in 
relation to the values observed in other neighbouring countries. The narrow meas-
ure in the countries analysed by the FSB is, in aggregate terms, around 12% of the 
financial system total and for advanced economies around 15% (see upper panel in 
Figure 10). 
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From the non-bank financial sector to the narrow measure of NBFI. 2020	 FIGURE 9
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Relative weight of NBFI	 FIGURE 10
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Table 6 shows the assets of the entities making up NBFI for each of the economic 
functions in 2020. As has been said in previous editions of this report, the most impor-
tant functions in terms of size are Economic Function 1 (EF1), which contains certain 
classes of investment funds, and Economic Function 5 (EF5), which contains securiti-
sation vehicles. At year-end 2020, assets of these two groups of entities stood at 
€265.4.billion and €185 billion respectively, representing 52.1% and 36.3% of NBFI 
(prior to stripping out the assets consolidated in banking groups). The evolution of 
both was uneven in 2020, with the assets of mutual funds falling by 0.7%, while the 
outstanding balance of securitisations increased by 5.4%. Investment funds were sig-
nificantly affected by the COVID-19 crisis in March 2020, which caused both a decline 
in the value of these institutions’ assets and an increase in net redemptions. In the 
following months, a new expansive stage was recorded that left the annual balance 
practically unchanged. The increase in the balance of securitisation vehicles is ex-
plained by the sharp increase in the issuance of these assets in 2020, within a context 
in which financial institutions increased their debt issues in general and securitisa-
tions in particular in order to obtain financing from the Eurosystem. Economic Func-
tion 2, which groups together financial credit institutions, is the third most significant 
function (9.5%), although its assets experienced a significant decrease in 2020 (down 
19%) which almost entirely explains the decline of NBFI assets in Spain last year. This 
evolution is justified by the deregistration of several entities, one of them large.20 Fi-
nally, Economic Functions 3 (broker-dealers) and 4 (mutual guarantee entities) are 
very small, with assets accounting for just 1.9% and 0.2% of total NBFI respectively. 

Structure of non-bank financial intermediation		  TABLE 6

Millions of euros

EF1 EF2 EF3 EF4 EF5

Aggregate  
of the five 
functions

NBFI 
(narrow)

Size in 2020 (millions) 265,405 48,577 9,562 1,177 185,091 509,812 303,620

Size in 2019 (millions) 267,342 59,893 9,392 1,068 175,620 513,315 310,662

% of total (2020) 52.1 9.5 1.9 0.2 36.3 100.0 -

Growth 2020 (%) -0.7 -18.9 1.8 10.2 5.4 -0.7 -2.3

Cumulative growth 2002-2007 48.7 79.1 78.4 115.6 647.0 151.9 66.3

Cumulative growth 2008-2019 -7.2 -8.3 -54.3 49.3 -50.5 -29.6 -21.6

Source: CNMV and Bank of Spain.

The last step in order to determine the narrow measure of NBFI consists of discount-
ing the assets of the entities that are part of any of the five economic functions that 
are consolidated into banks. As can be seen in the right-hand panel of Figure 11, this 
consolidation mainly affects securitisations and finance companies, with consolida-
tion percentages slightly below 90%. It also applies to broker-dealers, which consol-
idate over 30% of their assets. However, it does not affect assets of the investment 
funds or the mutual guarantee companies. As a consequence of these differences, 
the relative importance undergoes a significant modification in favour of invest-
ment funds, which now account for 87.4% of the narrow measure of NBFI, to the 
detriment of securitisations, which fall to 7.6%%. The remaining three functions 
account for only 5% of the narrow measure of NBFI.

20	 This entity was Santander Consumer EFC, S.A., which was absorbed by Santander Consumer Finance, 
S.A., a bank belonging to the same group.
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Distribution of non-bank financial intermediation. 2020	 FIGURE 11
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3.1	 Risk assessment of non-bank financial intermediation

The ultimate objective of the definition and delimitation of entities that make up the 

narrow measure of NBFI is the identification and monitoring of the potential risks 

that these may pose to financial stability. In this section, a forecast is proposed of 

the value of credit risk, maturity transformation, liquidity risk and leverage in the 

area of investment funds,21 finance companies, broker-dealers and SPVs.22 

Table 7 shows the intensity of the risks analysed according to established thresholds 

that have taken into account the analysis set forth in various international studies 

and forums, adapting to the characteristics of each type of entity.23 The absence of 

colour indicates low risk, while purple indicates a moderate, medium or high risk 

depending on the intensity of the colour (light, medium or dark). As can be seen in 

the aforesaid table, the greatest degree of involvement of NBFI entities in the differ-

ent financial risks occurs in credit and liquidity risk. To a large extent, the intensity 

of these risks is related to the very nature of the entities, meaning that there are few 

changes over time. In the case of credit risk,24 it is natural that the figure is so high, 

since many NBFI entities invest the majority of their portfolio in debt assets (for 

example, numerous investment funds) or in credits (finance companies and SFV). 

However, it is interesting to observe the time pattern of the indicators, which is al-

ways informative. 

In 2020 a slight variation was observed in some indicators of investment funds and 

broker-dealers. In the latter, after the decline in 2019 the credit risk indicator in-

creased to values similar to those observed in previous years. In the case of fixed 

income investment funds, there was an increase in the maturity transformation 

21	 The risks associated with money market funds, fixed income funds and mixed funds are analysed sepa-
rately.

22	 Mutual guarantee entities are not included in the analysis, as they account for less than 0.5% of the sector.

23	 See the article by Ispierto (2019), op. cit., for further details on the thresholds defined for each risk and 
type of institution.

24	 This risk has been calculated as the ratio of credit assets to total financial assets. Credit assets are made 
up of cash, deposits, loans granted and fixed income securities, both domestic and foreign.
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indicator, the result of the lengthening of the average maturity of portfolio assets. In 
mixed funds, there was a slight increase in the indicator that quantifies a lower level 
of liquid assets, due to the decrease in investments in public debt assets and the in-
crease in investments in corporate debt assets and other CIS. In general, the different 
metrics that assess the degree of liquidity of the fund portfolio do not point to the 
existence of a significant vulnerability. 

Degree of NBFI involvement in financial risks. 2020	 TABLE 7

Investment funds

Finance 
companies

Broker- 
dealers

SPVs: 
securitisation

Money 
market 

funds

Fixed 
income 

funds
Mixed 
funds

Credit risk

Maturity transformation

Asset liquidity1

Leverage2

Interconnectedness with 
the banking system

Relative importance3, 4 (%) 0.9 15.8 29.4 9.5 1.9 36.3

Source: CNMV. For a greater detail of the thresholds for each risk and type of entity, see the article by Ispierto, 
A. (2019). “Non-bank financial intermediation in Spain”. CNMV Bulletin Quarter I, pp. 79-122.

1 � In the case of investment funds, the colours assigned to this risk are defined on the liquidity measure that is 
based exclusively on the type of asset in the portfolio. 

2 � In the case of investment funds, the assessment of the leverage risk from this number is made on the indi-
rect leverage measure, based on the derivative position.

3 � The weight of each of the institutions presented in this table do not add up to 100%, as mutual guarantee 
entities and some types of funds that also belong to NBFI are not represented.

4 � These percentages are calculated according to the total size of the sector, without discounting the entities 
that are consolidated in banking groups.

3.1.1	 Economic function 1

As seen in Table 5, Economic Function 1 (EF1) is defined as the management of 
collective investment schemes with features that make them susceptible to runs. 
Taking these considerations into account, due to the differing criteria of the existing 
investment vehicles in Spain, it is considered that the following belong to this eco-
nomic function: money market funds, fixed income funds, mixed funds,25 hedge 
funds26 and open-ended collective investment companies (SICAVs). 

As described at the beginning of this section, in Spain, investment funds belonging 
to EF1 accounted for 87.4% of the total narrow measure of NBFI at the end of 2020, 
continuing the growth trend that began in 2010, when the proportion was much 
lower (60%). However, as can be seen in the right-hand panel of Figure 12, the as-
sets of these funds experienced a slight drop in 2020 (-0.7%), meaning that the in-
crease in their relative importance was actually produced by the notable decline in 

25	 See Footnote 1 to Table 5.

26	 These institutions may be subject to runs in their liquidity windows, if they have any. The four types of 
hedge funds that exist in Spain are included under this name: Hedge funds (funds and companies) and 
funds of hedge funds (funds and companies).
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financial credit establishment assets. The evolution of mutual fund assets in 2020 
was affected by the COVID-19 crisis, which led to decreases in the value of the fund 
portfolio, as well as increases in net redemptions, especially in the second quarter. 
Subsequently, an expansionary trend began that practically offset the losses of the 
first months which has continued into 2021.

The relative importance of the different vehicles considered in EF1 shows little 
change with respect to 2019 figures. As can be seen in the left-hand panel of Figure 
12, Spanish mixed funds represented more than half of the assets of this function 
(56,4%),27 followed by fixed income funds (30.4%) and SICAVs (10.2%). The rela-
tive importance of money market funds (1.7%) and hedge funds (1.3%) continued 
to be very low.

Distribution of investment funds belonging to NBFI	 FIGURE 12
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In Spain, at year-end 2020, there were a total of 3,773 active investment vehicles 
belonging to EF1 (204 fewer than in 2019). Of these, 1,262 corresponded to invest-
ment funds, 2,428 to SICAVs and 83 to hedge funds. The characteristics of the insti-
tutions of this economic function continue to be similar to those outlined in reports 
from previous years. The larger investment vehicles are investment funds: 47 funds 
managed assets of more than €1 billion, a figure that was not exceeded by any 
SICAV or hedge fund. Meanwhile, the degree of concentration of these institutions 
is very high, up on the previous year. As can be seen in the left-hand panel of 
Figure 13, the four largest vehicles accounted for 13% of total assets (11.5% in 2019), 
while the 10 largest funds accounted for 21.9% of assets (slightly less than 20% 
in 2019). The degree of concentration in the field of CIS managers also continued to 
be very high, with the three largest entities managing 43.5% of total assets and the 
seven largest exceeding 65%, all of which belong to banking groups (see right-hand 
panel of Figure 13). 

27	 Mixed funds include different categories of funds, with mixed fixed income funds worthy of special men-
tion. These accounted for 28.9% of the total, with global funds representing 27.4% and mixed variable 
income funds 20.3%.
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Concentration in the collective investment sector 	 FIGURE 13
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Proposals to reform money market funds in the wake	 EXHIBIT 1 
of the COVID-19 crisis

Monetary investment funds are a type of open-ended investment fund that pre-
sents daily liquidity, risk diversification and returns consistent with those observed 
in the money markets. In many cases they seek to provide stability in the amount 
of the investment. These funds are an important source of financing for financial 
institutions, non-financial corporations and governments. They are also sometimes 
used by investors to invest excess liquidity or to manage their short-term financing 
needs. These funds invest both in assets issued by public administrations and by 
the non-financial sector, especially in commercial paper and deposit certificates.

There are two types of money market funds based on the valuation of their assets 
– constant value funds, which value their assets at amortized cost, and variable 
value funds, which incorporate the market price of the assets. In the European 
Union there is a sub-group of funds within constant value fund segment known 
as Low-Volatility NAV (LVNAV), which can value their assets at amortised cost 
and offer a constant value provided that certain conditions are met. These char-
acteristics are directly related to the perception of a part of investors about the 
quasi-money nature of money market funds.

The characteristics of these funds make them susceptible to showing certain vul-
nerabilities that become more evident in periods of stress, such as those experi-
enced in March of last year. These vulnerabilities are related to several facts:

–– In general, they offer the possibility of daily redemptions, meaning that that 
in times of uncertainty there can be rapid and substantial increases in the 
amount that investors wish to redeem.

–– The liquidity conditions of the portfolio (especially in relation to private fixed 
income assets) may not be ideal to meet a significant increase in redemptions.

–– The existence of some regulatory thresholds that determine, for example, 
the establishment of redemption commissions or the change of system from 
a constant value fund to a variable value fund encourages participant 
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behaviour that is not very beneficial for the fund, such as those included 
under first mover advantage. Such behaviour is the result of investors hav-
ing incentives to exit the fund first, which leaves the remaining participants 
in a relatively worse situation.

–– Monetary funds of constant value, as the global recession and COVID-19 pan-
demic have already shown, are especially vulnerable, because in times of cri-
sis, investors who anticipate a notable difference between the market value of 
the fund and their constant value have incentives to redeem before others.

–– Finally, in addition to being able to become illiquid, the underlying asset mar-
kets of these funds (monetary) may experience asset valuation problems.

Within this context, in June of this year the Financial Stability Board (FSB) pre-
sented a document for consultation with a set of regulatory proposals to increase 
the resilience of these institutions. These proposals focus on the following areas:

–– Transfer to investors who redeem the cost of their redemption. For this, 
tools such as swing pricing have been suggested, which allows the investor 
requesting redemption to be transferred part of the cost of the operation.

–– Loss absorption mechanisms. Capital buffers and options are proposed as 
the “minimum position at risk”. Under the latter, a proportion of the fund’s 
portfolio would not be repaid within a specified period of time.

–– Mechanisms to reduce the effects of regulatory thresholds. Among these 
would be the elimination of the link between thresholds and the imposition 
of commissions or restrictions on redemptions, as well as the elimination of 
funds at constant value.

–– Reduction of liquidity transformation. To this end, measures are proposed 
in order to reinforce the liquidity requirements of the assets in the portfolio 
and to establish limits in relation to the eligibility of the assets.

Other supranational institutions such as the European Systemic Risk Board 
(ESRB) are also working on reform proposals for money market funds which 
have points in common with those made by the FSB.

In Spain, there are only two money market funds, both of variable value. These 
funds did not experience any difficulties during the pandemic, which mainly affect-
ed funds from other jurisdictions (USA, Luxembourg, Ireland and France), mostly 
of constant value (some of which were LVNAV). Despite the lesser importance of 
this sector in Spain, due to its supervisory work of these institutions, the CNMV is 
actively participating in the debates of the different international working groups. 
From a CNMV perspective, the most significant measure that could tackle the vul-
nerabilities of these funds at the root is the elimination of funds at constant value, 
since this characteristic encourages the unwanted first mover advantage on the part 
of investors. This measure would eliminate current regulatory thresholds and allow 
the use of liquidity management tools such as swing pricing that only make sense 
in the case of variable value funds. Finally, loss absorption mechanisms would be 
ineffective and undesirable considering the nature of these institutions (investment 
asset in which a risk is assumed in exchange for an expectation of profitability). 
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The intensity of the risks associated with investment funds is, in general terms, low, 

although some important particularities for these institutions should be noted, as 

well as the evolution of certain indicators over time. As can be seen in Table 7, the 

highest valuation continues to be produced in credit risk indicators, as the very na-

ture of NBFI funds means that they have a very high proportion of credit assets in 

their portfolios. This proportion is higher in money market funds, where, with few 

fluctuations, it is very close to 100% and in fixed-income funds, where it stood at 

93% in 2020. In mixed funds, on the other hand, the proportion is much lower at 

43% in 2020, with a downward trend observed for several years (in 2011 this per-

centage was 76%). This trend is explained by the growing importance of equity as-

sets in the portfolios of these funds, with a higher expected return that is favoured 

by the context of very low interest rates.

Looking at individual data, the right-hand panel of Figure 14 shows that the two 

Spanish money market funds that existed at the end of 2020 had a percentage of 

credit assets greater than 80%, whereas in fixed income funds this threshold was 

exceeded in more than 90% of cases, in terms of assets.28 In mixed funds, however, 

this threshold was only exceeded by funds accounting for 21% of total assets, while 

almost than 60% were at a low risk level (less than 40%).

Credit risk in the different types of investment funds	 FIGURE 14
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Source: CNMV.

In relation to the maturity transformation risk, i.e. the entity’s ability to meet its 

short-term obligations, in the case of investment funds the ratio of long-term assets 

to assets managed by the fund has been used, rather than the ratio of short-term li-

abilities to short-term assets, as in other entities. The reason for this difference is 

that in investment funds unitholders can redeem their equity stakes with a high 

frequency – in most cases, on a daily basis – and therefore short-term liabilities do 

not represent all the possible “obligations” of the fund. 

As can be seen in the left-hand panel of Figure 15, this indicator only shows a higher 

value in fixed income funds, in which the proportion of long-term assets over the 

total was slightly higher than 50% in 2020, continuing an upward trend that began 

in 2016 when this percentage stood at 40%. The lengthening of the maturity term 

28	 It should be noted that 4% of the assets of fixed income funds has a proportion of credit assets of less 
than 40% due to their investing practically all their assets in other CIS, which despite being mostly other 
fixed income funds, are considered for the purpose of analysis as investment in equities.
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of the assets in the fund portfolio, probably undertaken in order to obtain a higher 
yield, would explain this behaviour, which also implies an increase in the sensitivity 
of these funds to changes in interest rates. In other cases, the value of the indicator 
related to the maturity transformation is low. In money market funds it is in fact 
practically non-existent due to the severe restrictions on investing in long-term as-
sets.29 In mixed funds, the share of long-term assets was above 30% until 2016, but 
since then it has shown a downward trend, standing at 25.2% in 2020.

As regards the individual distribution of the ratio among funds, the right-hand pan-
el of Figure 15 shows that in the two money market funds registered at the end of 
2019, the percentage of long-term assets was below 20%. Although in global terms 
there does not seem to be a high level of maturity transformation risk in fixed in-
come and mixed funds, the individual analysis indicates that a significant number 
of funds have a high proportion of long-term assets in their portfolios. In particular, 
46% and 16% of the assets of these two types of funds respectively had a percentage 
of long-term assets higher than 60% of total assets in 2020.

Maturity transformation in the different types of investment funds	 FIGURE 15
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The analysis of liquidity risk is complex, as there is no single and unequivocal defi-
nition of “liquid assets”. In general, the liquidity of an asset is related to the possibil-
ity of its being bought or sold in a short time without incurring significant losses. 
Therefore, this concept is related to the nature of the asset and to the situation in the 
financial markets, given that in periods of turbulence asset liquidity tends to de-
crease rapidly. As indicated in previous issues of this report, the CNMV computes 
various liquidity metrics in the field of investment funds, all of them complementa-
ry, which take into account the type of financial asset, the issuer’s credit rating and 
market conditions.

The evaluation of the liquidity conditions of the fund’s portfolio is especially impor-
tant as most of these institutions allow redemptions on a daily basis, something that 
may be a source of vulnerability for them in the face of a significant and unexpected 
increase in the volume of refund requests such as that experienced in March 2020 
(a phenomenon known as liquidity mismatch). An important part of the CNMV 
supervisory task consists of ensuring that these institutions manage this risk 

29	 In money market funds, the average duration of the portfolio must be less than or equal to 60 days and 
the average maturity cannot exceed 120 days.
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appropriately and, in particular, that they have sufficient liquid assets to deal with a 
such a situation. Liquidity risk management not only includes an assessment of 
the liquidity of the fund portfolio, as detailed below, but also the appropriacy of the 
liquidity management tools available in the legislation and that are outlined in Sec-
tion 3.2. This section also includes the results of the latest stress test carried out by 
the CNMV in order to contrast the degree of resistance of the industry to a simulat-
ed extreme increase in the volume of requests for redemptions.

The three metrics to evaluate the liquidity conditions of the fund portfolio set out 
below indicate that these conditions are favourable, although a slight deterioration 
is detected in some of them. The first metric assesses the proportion of “less liquid” 
assets, defining deposits, public debt, secured issues, repos and 50% of the value of 
the equity portfolio as liquid assets. According to this metric, the proportion of less 
liquid assets has marked an upward trend since 2013 for all categories assessed, al-
though greater monetary fund stability has been observed for some years now. Nev-
ertheless, in 2020 it continued to increase in the case of mixed and fixed income 
funds. The increase in the proportion of less liquid assets during the previous years 
has its origin in both the drop in investment in more liquid assets, such as public 
debt and deposits, and in the increase in investment in corporate debt assets and 
other CIS. Since the latter can invest in liquid assets, the proportions presented in 
the figure should be interpreted as a maximum reference for less liquid assets.

The second metric incorporates the credit ratings of the different types of assets, so 
that based on this rating and the type of asset, an assumption is made about the 
proportion of the portfolio that can be considered to be made up of high quality 
liquid assets (HQLA). This metric is widely used in numerous reference studies and, 
in our case, it is also used in the aforementioned stress tests. The distribution of 
these assets in 2020 is shown in the right-hand panel of Figure 16.30 We can see that 
the proportion of liquid assets is high – 68% of the equity of fixed income funds and 
66% of the equity of mixed funds have a proportion of liquid assets greater than 
40% of the total portfolio. These percentages are higher than those estimated in 
2019 (64% and 50% respectively). The apparent contradiction between the increase 
in HQLA and the deterioration of liquid assets in the first metric is explained by the 
increase in investments in other CIS, which are discarded in the HQLA analysis, 
while they are considered illiquid in the first metric.

30	 The number of funds included in this analysis is less than the total number of funds belonging to EF1, 
since funds whose investment in other CIS was over 60% have been excluded. For these funds, it is con-
sidered that an appropriate assessment of the liquidity conditions of a sufficiently significant part of its 
assets cannot be made.
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Liquidity risk in the different types of investment funds	 FIGURE 16
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1 � Less liquid assets as a percentage of total assets, defining deposits, public debt, guaranteed issues, repos 

and 50% of the value of the equity portfolio as liquid assets.
2 � High quality liquid assets (HQLAs) are considered to be all cash and deposits, 50% of the value of the equity 

portfolio and variable percentages of public debt, private fixed income and securitisations depending on their 
credit rating. The percentage of public debt that would be considered liquid ranges between 0% and 100%, 
while that of private fixed income is between 0% and 85% and that of securitisations is between 0 and 65%.

The last of the metrics assessed is calculated solely on the assets of the private fixed 
income portfolio, since it is considered that these may experience a greater deterio-
ration in liquidity in periods of market uncertainty. In the analysis, maturity is tak-
en into account (the assets are considered liquid if they have a duration of less than 
one year) in addition to the availability of a representative number of intermediar-
ies willing to buy and sell them at a normal market spread. The proportion of less 
liquid assets assessed in this way, which came to represent 30% of the funds’ pri-
vate fixed income portfolio in 2009, has progressively decreased in subsequent years 
to reach lows of close to 4% of this portfolio in the first half of 2019 (0.8% of invest-
ment fund equity). This metric also does not point to any vulnerability in relation to 
the liquidity conditions of the funds’ portfolios.

Lastly, in relation to the leverage of CIS, Spanish legislation establishes that finan-
cial CIS (with the exception of hedge funds) can only be temporarily indebted and 
for a specific reason31 and that debt can never exceed 10% of their assets. In Spain, 
no category exceeded 1% in 2020 and, at least since 2009, it has never exceeded 
2%32 (see left-hand panel of Figure 17). At an individual level, no bond fund exceed-
ed 2% of the leverage level. In relation to mixed funds, 0.6%, in terms of assets, 
exceeded this threshold, while for 0.1% the level of direct leverage was above 5%. In 
all cases they were short-term debts. 

31	 Royal Decree 1082/2012 of 13 July approving the implementing regulations of Law 35/2003, of 
4 November, on Collective Investment Schemes.

32	 To assess the level of leverage of investment funds we calculated the ratio of their liabilities to their 
assets.
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Leverage in the different types of investment funds	 FIGURE 17
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1 � Investment funds, both UCITS and quasi-UCITS, that use the commitment method and belong to NBFI (ex-

cept for money market funds).

However, these institutions can also be leveraged through the use of derivatives. 

The tools required to analyse this are under development and will make use of the 

indicators recently proposed by the International Organisation of Securities Com-

missions (IOSCO) to monitor the leverage of these institutions on an international 

scale.33 The information available to the CNMV on the use of derivatives by Spanish 

CIS still does not indicate the existence of significant vulnerabilities to any of the 

possible risks that the use of derivatives may generate (counterparty, market and 

contagion). It is calculated that at the end of 2020, the exposure to market risk of CIS 

belonging to NBFI subject to UCITS regulations in regard to leverage limits34 and 

carrying out their calculations using the commitment method35 (96% of the total in 

terms of assets)36 accounted for 29.8% of assets,37 a percentage that is well below 

the maximum permitted under current legislation (100% of assets). If mixed invest-

ment funds and fixed income funds are analysed individually,38 it can be seen that 

the exposure to market risk was less than 40% in more than 93% of fixed income 

funds and 59% of mixed funds (in asset terms). These percentages are higher than 

33	 IOSCO (2019). Final Report on Recommendations for a Framework Assessing Leverage in Investment Funds. 
December.

34	 Includes both CIS that comply with UCITS regulations in their entirety and those that do not fully comply 
(CIS availing themselves of one of the exceptions provided for in Article 72 of Royal Decree 1082/2012) 
although they do comply in relation to derivative transactions.

35	 The European commitment method, the technical specificities of which are set out in the ESMA Guide-
lines on Risk measurement and the calculation of global exposure and counterparty risk for UCITS (CESR/10-
788) directives, allows exposure to be calculated based on the conversion of all derivatives contracts to 
the equivalent investment in their underlying assets. The method is based on considering the market 
value of the underlying asset (or its notional value if this is more conservative) adjusting it for the delta 
in the case of options and incorporating rules to offset long positions with short positions of the same 
underlying asset (netting) as well as between different underlying assets (hedging).

36	 Hedge funds, which are analysed later, are not included here.

37	 It should be noted that the level of leverage is overestimated in some CIS that invest part of their assets 
in other CIS. This is because the calculation of the market risk generated by the derivatives transactions 
that arises as a result of this investment is set, in order to simplify the calculation, at 100% of the invest-
ment in other CIS.

38	 In aggregate terms, in fixed income funds that use the commitment methodology, the level of leverage 
was 12%, while in mixed funds this figure was 39.3%.
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in 2019, so an increase in fund assets with reduced market risk can be calculated, 
although an increase in assets of mixed funds with the highest risk can also be seen 
(between 80% and 100%).

For the remaining CIS included in NBFI (4.1% of total assets), about 1.1% of the as-
sets correspond to CIS that declare that they do not carry out any type of derivative 
transactions, 1.4% to CIS that are also subject to UCITS regulations on the leverage 
limits, where exposure to market risk is calculated in accordance with VaR method-
ology, and lastly, 1.6% correspond to CIS subjects in general terms to UCITS regula-
tions but able to be more flexible in certain aspects of their operations through deriv-
ative instruments and able to exceed the 100% limit of exposure to market risk. In 
the case of the latter, known as quasi-UCITS, the level of exposure was around 90%.

Lastly, for hedge funds (included in the category of AIFs and as such having more 
flexible regulations), empirical evidence also shows a generally moderate level of 
leverage (34.9% at a gross,39 aggregate level), as only a few isolated funds make 
more intensive use of it. In the pure hedge funds category, six institutions exceeded 
100% of gross leverage in December 2020, with a maximum figure of 145%. For 
funds of hedge funds, i.e., funds and companies that invest in other hedge funds, it 
should be borne in mind that leverage is largely taken on indirectly through invest-
ment in hedge funds, gross direct leverage being very low – only two institutions 
(from a total of seven) reported direct leveraging, one of those at 32% and the sec-
ond at 65%. 

Counterparty risk, referring to the financial difficulties experienced by an entity 
may be transmitted to its counterparties or lenders and which is amplified with a 
high use of leverage, has not materialised in Spanish investment funds. Exposure to 
this risk, which in the case of these vehicles originates from derivatives transactions 
in OTC markets through transactions pending settlement, is at very low levels and 
a long way from the levels that could be considered potentially systemic. At the end 
of 2020, the aggregate liabilities of UCITS and quasi-UCITS in respect of OTC deriv-
atives transactions represented 0.33% of their total assets. From this figure, the 
value of the assets that the investment funds and SICAVs receive as collateral should 
be deducted to cover possible counterparty non-payment, which represented 0.11% 
of their assets, meaning that the counterparty risk borne by UCITS (net of collateral 
and at the aggregate level) at the end of 2020 stood at 0.22%. In the case of free in-
vestment CISs (including the CISs that invest in CISIL), the debit balance for OTC 
derivative operations stood at 0.56% at the end of 2020. 

3.1.2	 Economic function 2

Economic Function 2, defined as a loan provision that is dependent on short-term 
funding, can comprise a wide variety of entities which, depending on the jurisdic-
tion, may have very different legal frameworks. In the case of Spain, this includes 
finance companies. In Spain, as we have seen, the financial assets of these institu-
tions represent 9.5% of total economic functions, with close to €49 billion at year-

39	 The level of gross leverage is calculated from the sum, in absolute value, of the nominal amounts of the 
derivative contracts, in other words, the amounts of long and short positions are added, both with a 
positive sign.
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end 2020,40 after an 18.9% fall with regard to the previous financial year. If the 
amount consolidated in the banking groups is subtracted, the financial assets of 
these entities fall to €7.6 billion – 2.5% of the narrow measure of NBFI – a percent-
age very similar to that of 2019. The panels in Figure 18 show various risk indicators 
calculated for these entities. Although some of them are high, they would not be 
important in terms of financial stability due to the reduced weight of these entities 
within the NBFI mentioned above.

Risk trends for finance companies	 FIGURE 18
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Source: CNMV.

As shown in the upper left-hand panel, the credit risk assessment is high for these 
entities due to the nature of their activity, as more than 90% of the financial assets 
correspond to loans granted. On the other hand, the level of leverage and liquidity 
risk are also high, standing at 90% and 97% respectively due to the low level of eq-
uity and liquid assets held by these entities. The indicator for maturity transforma-
tion risk had been at very low values, well below 25%, having fallen significantly 
over the past two years to 2.5% in 2020 (see upper right-hand panel of Figure 18). 
This decline was due to the low volume of current liabilities held by finance compa-
nies, which amounted to just €500 million in total.

40	 Since 2008, the cumulative decline is slightly over 30%.
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3.1.3	 Economic function 3

EF3 is defined as intermediation of market activities that is dependent on short-
term funding or on secured financing of client assets. In Spain, broker-dealers be-
long to this category.

At the end of 2020, there were 38 broker-dealers registered with the CNMV, with 
total assets of €10.1 billion, representing an increase of more than 7.3% compared 
with 2019 (see Figure 19). Nonetheless, the size of this sector remains relatively 
small compared with that of other jurisdictions, as investment services in Spain are 
mostly provided by credit institutions. Consequently, nearly 90% of the fees re-
ceived for these services in 2020 corresponded to credit institutions, whereas 
broker-dealers received around 8%41 (the remaining 3% corresponded to brokers). 

Assets of broker-dealers and number of entities	 FIGURE 19
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Broker-dealers have a very low relative weight in all five economic functions – 1.9% 
in 2020 – meaning that the risk of contagion to the rest of the financial system is 
very limited. Even so, analysing the risks associated with these companies, regard-
less of their size, we can see that the risk indicators calculated for the sector through-
out 2020 experienced some variations, although in most cases (except for the level 
of leverage), these would return to values similar to those in 2018.42 As can be seen 
in the different panels in Figure 20, the credit risk indicator increased significantly 
to return to the high risk area, as it had been since 2016, with a value of 81.3%. In 
the case of liquidity and maturity transformation risk, there is a notable decrease in 
relation to the 2019 levels, although the indicators have always been in the low risk 
region. However, the leverage indicator, which went from the moderate to medium 
risk in 2019, experienced a slight increase in 2020, remaining at medium risk. 

41	 It is worth mentioning that these figures correspond to a classification of entities carried out from a legal 
point of view, taking into account the legal form of each of them. However, there are some entities that 
have the legal form of a bank, but whose business model is based on the provision of investment services. 
From a broader perspective, it is estimated that 67% of the business relating to the provision of investment 
services in Spain (including CIS management), assessed through fee and commission income, corresponds 
to commercial banks and entities belonging to their groups, while the rest corresponds to financial entities 
specialising in the provision of investment services and without corporate ties to commercial banks.

42	 It is worth mentioning that the transfer in 2019 of part of the operations of a securities company belong-
ing to a foreign credit institution led to significant changes in risk indicators as a result of Brexit.
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Risk trends for broker-dealers	 FIGURE 20
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3.1.4	 Economic function 4

This category comprises the entities that carry out a “facilitation” activity for credit 
creation. In Spain, this group consists only of mutual guarantee companies. These 
companies are defined as financial entities whose main purpose is to facilitate ac-
cess to credit for SMEs and to generally improve their financing conditions through 
the provision of guarantees to banks, public administrations, customers and suppli-
ers. Although crowdfunding platforms are being monitored internationally at the 
moment they are not included as NBFI, since they could potentially be classified as 
such and included in EF4, as they are vehicles that facilitate contact between the 
investor and the entity that needs financing. In Spain, the CNMV is the institution 
in charge of collecting data on them, with an increasing level of detail.43 

In Spain, mutual guarantee companies account for a very small fraction of the nar-
row measure of NBFI, since their financial assets represent only 0.2% of the total. 
Given that the size of this sector is below the 0.5% threshold, it is deemed to not 
present any risks to financial stability and therefore no measurement analysis of 
potential risks has been carried out, although it has for all other entities included in 
NBFI.

43	 The most recent estimated information for these platforms represents an insignificant amount (in 2020 
they raised financing of less than €100 million).
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3.1.5	 Economic function 5

EF5 is defined as securitisation-based credit intermediation and the funding of fi-
nancial entities. This category comprises special purpose vehicles (SPVs) whose pur-
pose is the securitisation of assets. These entities provide resources to banks and 
other financial entities, whether or not there is a real transfer of assets or risks, 
meaning that they may be an integral part of credit intermediation chains. For this 
reason, the risks associated with NBFI need to be borne in mind, especially with 
regard to maturity transformation. However, as mentioned in previous reports, se-
curitisation issuances in Spain are generally structured, meaning that payments are 
made with the asset pools that are being redeemed, so this problem is not as signif-
icant as in other jurisdictions. In addition, securitisation can be seen as more a fi-
nancing tool than a risk transfer tool in Spain, unlike in other jurisdictions, where 
it emerged as one of the most significant problems of the last financial crisis.44

As mentioned at the beginning of this section, securitisation in Spain represents a 
relatively large proportion of NBFI as the second most important sector. SPV finan-
cial assets amounted to just over €185 billion at the close of 2020, representing 
36.3% of the aggregate assets of the five economic functions, although in 2010 this 
figure was as high as €489 billion (see the right-hand panel of Figure 21). Subse-
quently, the financial crisis had a significant negative impact on these vehicles, 
whose assets declined rapidly, slowing in recent years. 2020 was actually the first 
year in which there was an increase in the size of SFVs after nine consecutive years 
of decline, with an increase of 5.4%. As with finance companies, a very high per-
centage of securitisation vehicles are consolidated in banking groups.45 As a result, 
although they have a large size compared with the entities belonging to the other 
economic functions, once the assets included in bank balance sheets are deducted, 
the relative weight falls to 7.6%.

As shown in the left-hand panel of Figure 21, the issuance of securitisation bonds 
has fallen since 2012 compared to previous years, as the crisis had a severe impact 
on these institutions. Since then, the issues made by financial institutions have, for 
the most part, been underwritten by these same institutions in order to use these 
assets as collateral in financing operations with the Eurosystem. The percentage of 
the issues underwritten by the same issuer has been higher than 80% in most years 
of late. In 2020 there was a significant increase in these issues, 88.1% of them were 
underwritten by the issuers, partly as a consequence of the Coronavirus crisis, with-
in a context in which the ECB increased the provision of its asset purchase pro-
grammes (APP).46

44	 For further information see Martín, M.R. (2014). Analysis of Spanish securitisation funds: characteristics at 
the time of their creation and performance during the recession. CNMV, Working Document, No. 57. Availa-
ble at: https://www.cnmv.es/DocPortal/Publicaciones/MONOGRAFIAS/DT_57.pdf

45	 The reason why this happens in Spain is that in most situations the transferor retains control, pursuant 
to Bank of Spain Circular 4/2017 and IFRS10: Financial statements, consolidated for these and other 
reasons, continue to be exposed to the variable returns of the funds and the securitised assets, either 
through credit enhancements, or through swaps in which they collect the returns of the securitised 
portfolio and pay the bond coupons. In these cases, according to the existing accounting standards, the 
vehicle must remain on the balance sheet of the issuing banks and therefore falls within the scope of 
traditional banking regulations.

46	 For further details, see Jesús Redondo’s article “The evolution of the securitisation activity since the 
recession” in the forthcoming CNMV Bulletin.
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Evolution of securitisation bonds and promissory notes by asset type	 FIGURE 21
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By asset type, it can be seen that most securitisation assets in Spain corresponded to 
mortgage-backed bonds, with an outstanding balance that has been around three quar-
ters of the total since the first issuances. Since 2009, although they remain predomi-
nant, mortgage bond issues have been approaching those of other types of underlying 
assets, especially those of business loans. In 2020, the issuance of mortgage bonds ac-
counted for 54.3% of the total issued, while bonds backed by consumer loans (included 
under the heading “Other bonds”) were second in importance, with 17.7% of the total.

The credit rating of securitisation vehicles, which had deteriorated from the reces-
sion until 2015-2016, as a consequence of both the increased risk associated with 
our country and for reasons intrinsic to these instruments, has shown a clear im-
provement in recent years (see Figure 22). At the end of 2020, 11.1% of the total 
outstanding balance of bonds and securitisation notes corresponded to assets with 
a AAA rating (until 2017 this percentage was practically zero), while 29.8% were 
BBB assets or lower (in 2013 it reached almost 60% of the total).

Outstanding balance of bonds and securitisation notes by credit rating¹, ²	 FIGURE 22

0

20

40

60

80

100

AAA AA A BBB BB B Less than B3

%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: CNMV.
1  Does not include the Alternative Fixed Income Market.
2  Ratings grouped according to their Standard & Poor’s equivalent.
3  Includes issuances without a rating.
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In relation to the risk assessment of these entities, the risk of maturity transformation 
is clearly the most significant, while the liquidity risk is also appreciable. The measure-
ment of credit and leverage risks is, by definition, of little relevance for SFVs – while 
credit risk is practically 100% by definition, all SFV assets are made up of credits 
transferred by the originator or transferor entity, something similar happens with 
leverage, as securitisation funds do not have their own funds and therefore the ratio, 
as constructed, is always equal to one. Liquidity risk stood at 92.6% at the end of 2020, 
a figure that has not changed substantially in recent years: almost all the assets are 
made up of the loans granted and, therefore, there are very few liquid assets. Individ-
ual analysis of the funds shows that, in terms of assets, around 90% of them had liq-
uid assets below 10%, while less than 4% had liquid assets above 40%. 

The level of the risk indicator associated with maturity transformation reached 66% 
in 2020, slightly below the figure for 2019 (see left-hand panel of Figure 23). This fig-
ure has ranged between 63% and 74% over the past ten years, meaning that it is rela-
tively stable. There are substantial differences between the different vehicles, with a 
dispersion in the values of this indicator slightly higher than in 2019. As shown in the 
right-hand panel of Figure 23, 65% of funds in terms of assets had a ratio of current 
liabilities to current assets of under 50% (low risk), compared to 69% of funds in 2019. 
In contrast, only 4.8% of total assets were held by vehicles that experienced a level of 
risk of over 100% (medium or high risk), compared with 2.6% the previous year.

It should also be borne in mind that most securitised assets in Spain come from long-
term loans or credits – mostly mortgages, with the same applying to the securities is-
sued (liabilities). At the end of 2020, the current assets and liabilities of Spanish secu-
ritisation funds accounted for only 22% and 14% of their balance sheet respectively.

Maturity transformation risk in securitisation funds	 FIGURE 23
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3.2	 Use of macroprudential tools

Although there is a wide range of tools that may be considered as macroprudential in 
the NBFI field and that derive, in general, from regulatory requirements,47 this section 
is dedicated exclusively to the tools available and used in the field of collective invest-
ment and, in particular, to liquidity management tools. Also included in this section is 

47	 See the The participation of the CNMV in macro-prudential policy report. Available at: https://www.cnmv.
es/DocPortal/Publicaciones/OTROS/CNMV_politica_macroprudencial_en.PDF

https://www.cnmv.es/DocPortal/Publicaciones/OTROS/CNMV_politica_macroprudencial_en.PDF
https://www.cnmv.es/DocPortal/Publicaciones/OTROS/CNMV_politica_macroprudencial_en.PDF
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a sub-section with the results of the stress tests that are carried out periodically on in-
vestment funds, as they are understood as a preventive tool that helps to identify ex 
ante those funds that could show a certain vulnerability in the future.

Liquidity management tools (LMTs) seek to mitigate the mismatch between the re-
demption profile that a fund may be faced with and the proportion of liquid assets 
available to service these redemptions. The nature of these tools is diverse, as is their 
level of efficiency and effectiveness. Most can be activated by the CIS manager and 
some by the securities regulators. However, there is no standardised set of tools 
available in the different European jurisdictions. The analysis of the availability of 
tools and their standardisation between countries has become one of the priorities 
for the coming years, both in the European and international sphere, as a result of 
the experience of some CISs during the worst moments of the COVID-19 pandemic 
(for a better understanding of the tools available for UCITS and for alternative in-
vestment funds in different European jurisdictions – see Exhibit 2 of this same 
monitor corresponding to the year 2019).48

In Spain, the availability of liquidity management tools is high compared to other 
European jurisdictions. The most important tools available to UCITS are the suspen-
sion of redemptions, side pockets, redemption fees, redemptions in kind, swing 
pricing and mandatory liquidity buffers. In the field of AIFs, the tools known as 
gates and side letters can be added to the above. In general terms, they are activated 
by management companies, although the CNMV may activate some in certain cir-
cumstances (for example, the suspension of redemptions or the reinforcement of 
liquid assets). It is finally worth noting the inclusion, by virtue of Royal Decree-Law 
11/2020 of 31 March, adopting urgent complementary measures in the social and 
economic area to deal with COVID-19, of a new macroprudential tool consisting of 
the possibility of establishing prior notice periods for redemptions without these 
being subject to the requirements that are normally applicable regarding term, min-
imum amount and documentation in the management regulations. These deadlines 
may be established by the manager or by the CNMV itself for a CIS or for a plurali-
ty thereof. 

In 2020, the use of fund liquidity management tools in Spain was higher than usual 
as a result of the COVID-19 crisis, which led to a notable increase in requests for 
redemptions in March. The supervision tasks carried out by the CNMV did not iden-
tify any difficulties on the part of the managers to attend to these redemptions. In 
fact, no Spanish fund had to activate any extraordinary liquidity measures, such as 
the suspension of redemptions or side pockets. Only five funds had to implement 
partial redemptions (only part of the fund is affected by the suspension). According 
to Spanish legislation, management companies must activate this measure when 
the proportion of assets on which trading has been suspended represents more than 
5% of the institution’s portfolio. This measure affected one fund of notable size 
(€420 million in assets) that had invested 7% of its assets in a Luxembourg invest-
ment fund that suspended redemptions and stopped calculating the value of its 
shares. Of the other four lesser funds (€19 million), one of these was also a fund of 
funds affected by the suspension of redemptions of one of its underlying funds, 
while the others had investments in high yield debt assets. Two of them were signif-
icantly affected by the high levels of uncertainty in asset valuations, as well as de-
creases in liquidity in some investments. 

48	 https://www.cnmv.es/DocPortal/Publicaciones/Informes/IFNB_EN_2019en.pdf

https://www.cnmv.es/DocPortal/Publicaciones/Informes/IFNB_EN_2019en.pdf
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During the crisis, the CNMV reinforced its coordination mechanisms with manage-
ment companies, encouraging these institutions to use the available liquidity man-
agement tools where appropriate. In this context, the CNMV especially recommend-
ed the use of mechanisms that avoid (or reduce) the possibility that the increase in 
redemptions is detrimental to the participants who remain in the institution. Among 
these mechanisms, the valuation of assets based on bid prices stands out, which 
makes it possible for the price reimbursed to investors to be aligned with the price 
that the fund obtains from the sale of the assets, and swing pricing schemes, that 
allow part of the transaction costs to be passed on to redeeming investors. These 
actions resulted in the publication of a Technical Guide on the Management and 
Control of CIS Liquidity that was submitted to public consultation at the beginning 
of September 2021 (see Exhibit 2).

Most management companies consider the possibility of valuing assets at bid prices 
when redemptions exceed a certain threshold in their internal procedures. In rela-
tion to the application of swing pricing, a significant number of funds have notified 
the CNMV that they would use this mechanism when net redemptions exceed a 
certain threshold. The internal procedures of the management companies should 
establish the threshold of redemptions required, as well as the swing pricing factor 
to be used. The first-time application of this mechanism requires a public notifica-
tion be submitted to the CNMV.

Public consultation on the draft technical guide on the management 	 EXHIBIT 2 
and control of CIS liquidity

The CNMV submitted a proposal for a technical guide on the management and 
control of the liquidity of collective investment schemes (CIS) to public consulta-
tion at the beginning of September. This is an initiative included in its 2021 Ac-
tivity Plan that seeks to unify all the significant supervisory criteria applicable in 
this area that the CNMV has been transmitting to entities in recent years. The 
guide also takes into account the results of recent actions carried out at a national 
and European level. Special mention should be made here of the common super-
visory action undertaken by the European Securities and Markets Authority 
(ESMA) in 2020. 

The CNMV thus provides transparency to the criteria, methodologies and practic-
es that it considers most appropriate for compliance with the regulations in the 
field of control and management of the liquidity of the CIS and that continues in 
the exercise of its function supervisor. Entities that deviate from these criteria 
need to justify their actions and be able to prove that they adequately comply 
with legal obligations.

In particular, the proposed technical guide1 considers what contents the proce-
dures of the CIS managers should include to guarantee adequate management 
and control of the liquidity risk of their CISs, with the aim of avoiding the gener-
ation of damages and conflicts of interest between investors. Specifically, the 
guide details: 

–– The analysis and limits to be implemented in the design phase of each CIS 
and the checks that also have to be carried out prior to any investment. 
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–– The analysis and recurring controls necessary to guarantee an adequate 
alignment between the liquidity profile of the assets and the liabilities of 
each CIS. To do so, the principle of proportional sale of liquid and less liquid 
assets (the slicing approach) has to be complied with, employing a reasona-
ble margin. Detailed guidelines are included on approaches for determining 
liquidity ratios or levels of financial instruments, as well as estimating sale 
time horizons and scenarios for redemptions and other payment obligations 
and stress and strength tests. 

–– The different tools that may be used for appropriate management of CIS li-
quidity. On the one hand, CIS managers have to consider the circumstances 
in their procedures in which the different tools established by the regula-
tions would be applicable (notice periods, temporary indebtedness, partial 
subscriptions/redemptions, side pockets etc.) and their adequate implemen-
tation and, on the other, the use of anti-dilutive mechanisms (including the 
valuation of the portfolio at bid or ask prices and swing pricing) to avoid 
conflicts of interest between the participants who underwrite or redeem 
and those who remain. 

–– The functions assumed by the different areas of the manager, the involve-
ment of the board of directors and the additional analysis related to the 
delegation of functions.

The public consultation on this Technical Guide ended on 15 October 2021, mean-
ing its approval and final publication is expected before the end of the year. 

1  http://cnmv.es/DocPortal/DocFaseConsulta/CNMV/Guiatecnica_2021_2.pdf

3.2.1	 Stress test 

Stress tests are part of the supervisors’ tools to contrast the degree of resistance of 
their supervised entities to a very adverse theoretical scenario. In the case of invest-
ment funds, stress tests are carried out in order to assess the capacity of these insti-
tutions to meet an extraordinary increase in redemptions. This capacity depends on 
the magnitude of the estimated redemption shock and the liquidity conditions 
of the assets in the fund portfolio. It therefore involves an assessment of the risk 
known as liquidity mismatch of investment funds, the most important from the 
point of view of financial stability for these institutions, where there is a possibility 
that the redemption profile is not sufficiently adjusted to the liquidity of the portfo-
lio of these funds. This section summarises the most significant results of an exer-
cise of this type on Spanish real estate funds carried out every six months by apply-
ing an approach that was initiated by ESMA (STRESI framework [ESMA, 2019])49 
and later expanded by the CNMV (see the work of Ojea, 2020).50 

Specifically, the CNMV designed a stress test for the sector comprising money market 
investment funds, undertakings for collective investment in transferable securities 

49	 ESMA (2019). Stress Simulation for Investment funds. ESMA Economic Report.

50	 Ojea, J. (2020). “Quantifying uncertainty in adverse liquidity scenarios for investment funds”. CNMV Bul-
letin, Quarter II, pp. 25-47.

http://cnmv.es/DocPortal/DocFaseConsulta/CNMV/Guiatecnica_2021_2.pdf
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(UCITS) and quasi-UCITS.51 The database used for the test was extracted from 
the confidential statements submitted by Spanish investment fund managers to the 
CNMV in its supervisory role. The granularity of the information contained in this 
database with respect to the type of unitholder, the composition of the fund portfo-
lio, its category and volume of assets allows the funds to be classified into detailed 
and representative categories. In this case, the categories of investment funds are: i) 
wholesale public debt funds, ii) retail public debt funds, iii) investment grade corpo-
rate fixed income funds, iv) high yield corporate fixed income funds, v) mixed fixed 
income funds, vi) wholesale equity funds, vii) retail equity funds and viii) other in-
vestment funds (global and absolute return). The funds are then filtered, as detailed 
in Ojea (2020), so that those which could distort the simulation of the scenarios are 
eliminated from the sample. For instance, funds with portfolios containing uniden-
tifiable assets that represent more than 40% of their total assets are eliminated (such 
as funds that mostly invest in other funds). Guaranteed funds are also eliminated 
from the sample because they penalise redemptions outside the pre-established li-
quidity windows.

Using the approach developed by the CNMV, the stress test was carried out on 
mutual funds with data from December 2008 to June 2021. This exercise provides 
three types of results: first, the proportion of liquid assets in the mutual fund port-
folio is quantified, secondly, the funds that could experience difficulties in meet-
ing redemptions in different adverse scenarios are identified and, finally, an esti-
mate is made of the impact on financial markets derived from the sale of fund 
assets.

Figure 24 shows the proportion of liquid assets of the funds measured using the 
High Quality Liquid Assets (HQLA)52 approach by category, which defines the as-
sets available to the funds in the event of a negative shock occurring in the next six 
months. The weighted average of liquid assets is between 30% and 50% of the 
funds’ assets. Fixed income categories have the lowest liquidity ratios, especially 
high-yield corporate bonds, while equity and other categories have higher liquid 
asset ratios. It is also important to note that in all categories there is a certain per-
centage of funds that is well below the average. This is especially significant in the 
wholesale sovereign, other, and high-yield corporate bond categories. 

51	 Money market funds are those regulated by Regulation (EU) 2017/1131 of the European Parliament 
and of the Council, of 14 June 2017, on money market funds. UCITS are funds regulated by Directive 
2009/65/EC of the European Parliament and of the Council, of 13 July 2009, on the coordination of 
laws, regulations and administrative provisions relating to undertakings for collective investment in 
transferable securities. In Spain, UCITS and quasi-UCITS are regulated by the Collective Investment 
Schemes Act 35/2003, of 4 November, and its implementing regulations, which transposes Directive 
2009/65/EC into Spanish law. It is important to note that according to European regulations, most of 
the quasi-UCITS funds are considered as alternative investment funds (AIFs), which ESMA includes in 
the “Other” category. These alternative funds are regulated at a European level by Directive 2011/61/
EU of the European Parliament and of the Council, of 8 June 2011, on alternative investment fund 
managers, amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No. 1060/2009 and 
(EU) No. 1095/2010.

52	 The HQLA approach measures the liquidity of the fund portfolio using an index that attributes to each 
asset class a degree of liquidity (a weight that can take values from 0 to 100) depending on its character-
istics: ( ) 100, ,1∑= ∗ ∗

=
HQLA w si i k i kk

n
. Where ,wi k  is the weight (degree of liquidity) of asset k of fund i 

and ,si k  represents the proportion of that asset in the fund’s portfolio. In other words, the HQLA index is 
a weighted average of the liquidity of the assets making up the fund portfolio. The attributed weights, 

,wi k , correspond to those applied under Basel III.
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Proportion of HQLA of investment funds by category 	 FIGURE 24
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The analysis, which considers different redemption shock scenarios for the various 
fund categories, reveals that the mutual fund market is largely resilient in the sce-
narios posited. As can be seen in Table 8, which represents the percentage of funds 
(and assets) within each category that could experience difficulties in meeting re-
demptions in different scenarios, there are only two categories in which some funds 
could experience problems of liquidity in all the scenarios contemplated: the catego-
ry of high-yield corporate fixed income funds and that of wholesale sovereign fixed 
income.

In the most extreme refund scenario, referred to as Conditional Expected Shortfall 
or CoES53 (α = β = 0.4%), in which, depending on the type of fund, the estimated 
redemption shock is between three and nine times higher than that registered in the 
worst week of the COVID-19 crisis in March 2020, ten funds out of a total of 408 
could experience liquidity problems, representing 1.3% of the assets of the fund 
sample for the year. Of these, six belong to the category of high-yield fixed income 
funds (13% of funds and 6% of assets in this category), two funds are included in 
the “Other funds” category (2.2% of the funds and 12.3% of the assets of the catego-
ry), one fund is retail sovereign fixed income (25% of the funds and 0.9% of the 
category’s assets) and a final fund is wholesale sovereign fixed income, which only 
represents 0.1% of this asset category.

53	 CoES is defined as ( , ) ( )1

0
CoES F v dvi j i

u

∫α β = − , where ( ( , ))1 α β= −u F CoVaRi i j  and 
1−Fi  is the inverse dis-

tribution function of variable i. In this context, CoVaR takes a value that fulfils the expression: 
Net flow CoVaR Net flow VaRi i j i jPr ( % ( , ) % ( ))α β α β<  < = , where ( )αVaRj  is the percentile α of net 

flows j that determines the severity of the conditional redemptions, while β is the percentile that deter-
mines the severity of redemptions conditional on the previous scenario. For example, for CoES (α = β = 

5%), to calculate the redemption shock applied to the funds in each of the categories, the largest 
22.36% ( 5% ) of redemptions in each category have been taken into account selected at times when 
the largest 22.36% of redemptions occurred in the whole fund sector.
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Results of the stress tests (aggregated flows)		  TABLE 8

%
Number of funds with RCR1 < 1 in each style/Total of funds in each style

Scenarios
Wholesale 
sovereign

Retail
sovereign

Sovereign 
and 

corporate

Investment 
grade 

corporate
High yield 
corporate

Wholesale 
equity

Retail 
equity Other

ES (α = 3%)2 2 0 0 0 4.4 0 0 0

CoES (α = β = 5%) 2 0 0 0 2.2 0 0 0

CoES (α = β = 3% ) 2 0 0 0 4.4 0 0 0

CoES (α = β = 2% ) 2 0 0 0 4.4 0 0 0

CoES (α = β = 0.4% )3 2 25 0 0 13 0 0 2.2

Assets of funds with RCR1 < 1 in each style/Total funds in each style

Scenarios
Wholesale 
sovereign

Retail
sovereign

Sovereign 
and 

corporate

Investment 
grade 

corporate
High yield 
corporate

Wholesale 
equity

Retail 
equity Other

ES (α = 3%)2 0.1 0 0 0 3.5 0 0 0

CoES (α = β = 5%) 0.1 0 0 0 2.2 0 0 0

CoES (α = β = 3% ) 0.1 0 0 0 3.5 0 0 0

CoES (α = β = 2% ) 0.1 0 0 0 3.5 0 0 0

CoES (α = β = 0.4% )3 0.1 0.9 0 0 6 0 0 12.3

Source: CNMV.
1 � Defined as the ratio of liquid assets of each fund to the size of the redemption. Therefore, funds with an RCR < 1 are identified as those that could 

directly experience liquidity problems.
2 � This is the baseline scenario used in the stress test carried out by ESMA (2019). ES is the acronym of Expected Shortfall, a risk measure for expect-

ed redemptions considering only the largest redemptions that may arise. In this case, the largest 3% of redemptions is considered.
3 � This is the most extreme scenario of the exercise: ten funds could present liquidity problems in this regard: One corresponds to the wholesale 

sovereign category, one to the retail sovereign category, six to the high-yield corporate category and two to the “Other” category.

The final result of this test is to estimate the impact on debt and equity market pric-
es when funds are subject to adverse redemption scenarios. The results shown in 
Table 9 suggest that the impact is limited. Unsurprisingly, even in the most adverse 
scenario, CoES (α = β = 0.4%) and applying a pro rata settlement method,54 it is 
estimated that equity asset prices would fall on average by 7.25 basis points (bp), 
investment grade private debt asset prices would fall by 8.14 bp, high yield private 
debt prices by 3.55 bp and public debt prices by 3.33 bp.

54	 The pro rata or slicing settlement method consists of liquidating the assets of a fund in such a way that 
the proportion of each asset class in the portfolio is always maintained regardless of its total. This would 
be the most appropriate method to protect investors, unlike the cascade settlement method, whereby 
the most liquid assets are sold first.
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Impact on asset prices in the securities markets	 TABLE 9

Slicing approach (bp)

Scenarios
Public 

sector debt
IG corporate  

debt
HY corporate 

debt Equity

ES (α = 3%)1 1.54 3.08 1.23 3.6

CoES (α = β = 5% ) 1.22 2.36 0.92 2.84

CoES (α = β = 3% ) 1.5 3 1.2 3.49

CoES (α = β = 2% ) 1.76 3.66 1.51 4.09

CoES (α = β = 0.4% ) 3.33 8.14 3.55 7.25

Source: CNMV.
1 � This is the baseline scenario used in the stress test carried out by ESMA (2019). ES is the acronym of Expect-

ed Shortfall, a risk measure for expected redemptions considering only the largest redemptions that may 
arise. In this case, the largest 3% of redemptions is considered.
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