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Countercyclical capital buffer rate  
 

The Central Bank of Cyprus (CBC) is, in accordance with the provisions of the 
Macroprudential Oversight of Institutions Laws of 2015 to (No. 2) 2021 (Law 6(I)/2015), 
from 1 January 2016 responsible, inter alia, for the setting of the Countercyclical capital 
buffer rate (CCyB) on the total risk exposure amount of licensed credit institutions and also 
for the reassessment of the said buffer on a quarterly basis. If an adjustment to the CCyB 
rate is necessary, the CBC consults with the European Central Bank (ECB), pursuant of 
the Article 5(1) of the SSM Regulation, before reaching a formal decision. 
 

Pursuant to section 10(1) of the Law, the Central Bank of Cyprus calculates on a quarterly 
basis, a buffer guide as a reference benchmark for the assessment of the countercyclical 
capital buffer rate. The buffer guide reflects the credit cycle and the risks of excessive 
credit growth and takes into account specificities of the national economy. The buffer guide 
is linked to the gap between the credit to GDP ratio and its long term trend (Credit-to-GDP 
gap). The Credit-to-GDP gap is the main indicator that defines the CCyB together with 
other variables that signal the build-up of system-wide risks related to excessive credit 
growth in the financial system. These variables include the debt of households and non-
financial corporates as a percentage of GDP of the Republic and their debt repayment. 
 
Based on the said Law: 
 

 the CCyB is set to 0% of the total risk exposure amount of licenced credit 
institutions, when the Credit-to-GDP gap of the financial system is lower than 2%.  
 

 the CCyB is set between 0% and 2,5% of the total risk exposure amount of licenced 
credit institutions, calibrated in steps of 0,25% or multiples thereof, when the 
Credit-to-GDP gap of the financial system is between 2% and 10%.  

 

 the CCyB is set to 2,5% of the total risk exposure amount of licenced credit 
institutions, when the Credit-to-GDP gap of the financial system is greater than 
10%.  

 
Definitions:  
 

Countercyclical capital buffer rate (CCyB): means the rate that credit institutions must 
maintain in order to calculate the countercyclical capital buffer (CCyB) they must hold as 

required by Law 6(I) of 2015. 
 

Broad definition of credit: includes loans, debt securities and pension reserves of the 
private sector (including non-financial corporates, households and non-profit institutions 
serving households) granted by all sources.   
 

Narrow (bank) definition of credit: includes loans and debt securities of the private sector 
(including non-financial corporates, households and non-profit institutions serving 
households) granted only by credit institutions.  
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The data used for the definitions of credit and GDP are derived from the computerised 
systems of the Central Bank of Cyprus and of the Statistical Service of the Republic. The 
timeseries used are consistent with those used by the ECB.  


