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General Circular 
Effective Date: 12 February 2023 
Replaces: C-GEN-15/2022 

It establishes the criteria for allocating Non-Default Losses for Investment Losses, 
their maximum amount, and the term and method of settlement of the 
corresponding amount.  

 

This Circular is published in accordance with the provisions of Articles 37 bis section A, 37 
quarter, 37 quinquies and 54 of BME CLEARING’s Rulebook. 

 

1. NON-DEFAULT LOSSES DUE TO INVESTMENT LOSSES 

The cases that determine the existence of Non-Default Losses for Investment Losses 
(hereinafter, Investment Losses) and that trigger the Non-Default Loss Allocation 
Mechanism are set out in Article 37 bis, section A, of BME Clearing’s Rulebook.  

The criteria for the allocation of Investment Losses are developed in this Circular, 
determining the method of allocation, the maximum amount to be allocated, the review 
period for this maximum amount, and the method of settlement of the corresponding 
amount. 

 

2. ORDER OF PRIORITY IN THE ABSORPTION OF INVESTMENT LOSSES 

2.1 Prior to the allocation to Clearing Members of the Investment Losses, in accordance 
with the terms set out in this Circular, BME CLEARING shall allocate an amount of 
Dedicated own resources (Skin in the game) to cover such Investment Losses in the 
manner set out in Article 37 ter, section 1 and Article 37 quinquies, section 1 of the 
Rulebook and in the Dedicated Own Resources and Additional Dedicated Own 
Resources of BME CLEARING Circular. 

2.2 BME CLEARING shall allocate the Investment Losses to Clearing Members in the 
manner determined in section 3 of this Circular, until absorbing the losses 
representing 80% of the maximum amount of allocation of Investment Losses to 
Clearing Members ("Initial Allocation"), referred to in section 3.2 of this Circular. 

2.3 BME CLEARING shall allocate an amount of Additional Dedicated own resources 
(Second skin in the game) of BME CLEARING to cover the uncovered amount of the 
Investment Losses in the manner established in Articles 37 ter, section 2, 37 
quinquies, section 3, and 54 of the Rulebook and in the Dedicated Own Resources and 
Additional Dedicated Own Resources of BME CLEARING Circular. 
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2.4 BME CLEARING shall allocate the uncovered amount of the Investment Losses to 
Clearing Members in the manner determined in section 3 of this Circular, until 
absorbing the losses representing the remaining 20% of the maximum amount of 
allocation of Investment Losses to Clearing Members ("Additional Allocation"), 
referred to in section 3.1 of this Circular. 

2.5 BME CLEARING shall assume the uncovered losses with a debit to the remaining own 
resources, excluding the regulatory capital and other own resources that the 
applicable regulations require to be maintained at any given time. 

 

3. ALLOCATION OF INVESTMENT LOSSES AND ITS SETTLEMENT  

3.1 Irrespective of the CCP Segment in which a Member participates, Clearing Members 
are obliged to bear the corresponding amount allocated to them to cover the 
Investment Losses, in the cases set out in Article 37 bis, section A of the Rulebook, 
without the Members being able to oppose or require BME CLEARING to enforce in 
advance any right or guarantee that may correspond to BME CLEARING against the 
counterparty of the investment or third parties. 

Those Members who have exercised their right to request BME CLEARING not to 
invest their Collateral, in accordance with the provisions of the Rulebook, shall be 
excluded from this allocation of Investment Losses.  

3.2 The maximum amount of Investment Losses to be allocated to Clearing Members 
(aggregating the Initial allocation and the Additional allocation) is limited to EUR 40 
million for each event, and their distribution and Settlement will be made on a pro-
rata basis based on the total Collateral posted in cash by each Member with respect 
to the total Collateral posted in cash with BME CLEARING. Excluded from this 
calculation for distribution and Settlement is the cash Collateral of those Members 
who have exercised their right to request BME CLEARING not to invest their 
Collateral.  

3.3 As a result of the Pro-rata Loss Allocation Settlement, the Cash Collateral posted by 
the affected Clearing Members is reduced. 

3.4 The maximum amount of Investment Losses allocated to Members shall be reviewed 
at least annually, and exceptionally, if BME CLEARING deems it appropriate, more 
frequently. 

3.5 If an Investment Loss event occurs after a Member has requested its membership 
termination, until the termination becomes effective (once the Member has satisfied 
any outstanding liability or obligation to BME CLEARING in accordance with the 
Rulebook), the Member shall be obliged to bear the Member's share of the 
Investment Losses allocated to it. 
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3.6 If the Investment Losses are reduced by reason of a payment from the counterparty 
to the investment or a third party, BME CLEARING shall distribute the amount 
recovered or the reduction in the amount of losses among BME CLEARING or the 
Members, on a pro-rata to the amount of the Investment Losses borne by each 
Member, and in the reverse order of priority in the absorption of losses provided for 
in Article 37 quinquies, as developed by Circular.  

 

4. COLLATERAL REPLACEMENT  

Those Clearing Members who, as a result of the Settlement of the pro-rata loss allocation, 
have seen their posted Collateral reduced below their required Margins, shall replenish this 
difference as soon as BME CLEARING performs the corresponding Settlement. 
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