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heNew Accord

Three Ba3|c Pillars

M|n|mum Capital Superwsory Review Market
Requwements Process Discipline

Welghted
Risks
[ ||
|

|
Standardised Internal Ratings

Approach (RSA) Based Approach (IRBA)

[ |
Foundation | | Advanced
Approach || Approaches
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Evoelutionan/StructurerforCredit Riskdl

Approaches

I
I I I I
Simple Standardised Foundation Advanced
standardised IRB IRB
I
| | | | |

No external Risk weight based Credit Risk Mitigation PD, (M) based on PD, LDG, EAD, M
assessments on external banks' own based on banks'
assessment assessments own assessments

Preferential

Simple Comprehensive
treatment

for domestic
business

approach approach

PD = Probability of default, LDG = Loss given default, EAD = Exposure at default,
M = Maturity
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CRINWethodologies'—RSAEIRBA

« Comprehensive approach
— Focuses on the cash value of the collateral taking into account
price volatility
— Partial collateralization will be recognized

e Simple approach

— Developed for banks that only engage to a limited extent in
collateralized transactions

— Maintains the substitution approach in the current accord

— WIill generate higher capital requirements than the
comprehensive approach
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OTHER
RISKS
I
I I I I
Operational Interest Rate Liquidity Strategic,
risks risk in the banking book risk Reputational
(including etc..
legal risk)
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Default (PD) Requirement — Requirement —
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Graphical representation Ciad

Corporates under CP2
Modified

Prob. of

default
5% 10%

Corporates under CP2

Asset Modified
correlation

0.25

Prob. of

15% 20% default
6 6 0% 5% 10%

15%

Capital
charge
60%

50%
40%
30%
20%
10%

0%
20%

24



smGfaphical

—— All retail under CP2
Modified other retail
Modified mortgage

representationtixetail

Asset

correlation
- 0.16

- 0.14
- 0.12
- 0.1

- 0.08

Prob. of

- 0.06
- 0.04
- 0.02
0

default
0% 5% 10%

Mortgages under CP2
M odified

Prob. of

Capital
charge
-25%
20%
15%

10%

5%

0%

default
0% 10%

Non-mortgage retail under CP 2
M odified

Prob. of

Capital
charge
- 70%

60%
50%
40%
30%
20%
10%

default
0% 10%

0%




" BANK FOR INTERMATIOMNAL SETTLEMENTS
Ty, ¥

s Greaien rGQOJrJJFJOrJ OiPnysSicalicolliaienairiand
[ecelVel blea NEURE2UERANIFSAN@ISIZES e atSTal e
UASECUEAaNOANSNIE
— Ciglgf ‘ph/g |ezll go)lleiess eJ: 4550 1EGID

—Receivabless 4056 LG

RSS9 ENNCIUSIGNIOINSIZENOIRC conpany RLErE
ISKWEIGhiNthctoRNradeilionNosCECHEaSINERaSSEL
conelanons
= SINeGhESIOULCltENEc EIWEEN el and Gl

©2002 Bank for International Settlements



" BANK FOR INTERMATIOMNAL SETTLEMENTS
Ty, ¥

©2002 Bank for International Settlements



" BANK FOR INTERMATIONAL SETTLEMENTS
Ty, ¥

Simplification No “One size fits all”
Reduced “Prescriptiveness”™ Risk sensitivity
Flexibility Level playing field
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