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The Effective Use of Capital
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Why Bank Worry about Capital?
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Risk- based Capital Standard
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% T T -
" O -, FIOF -2, FIOT -0 I ST 900 2ARCET; @R
S fofe Jorm s foear e 7R [TSARTITIR 96T FHCo 2HCR |

JREACHH FRF “GRP @A 2T do5d” @7 =T >0 qR (Rl 8¢ (o I fofes sy e Mra=ar
2B A | AR FeE Toge, SR AR T IR FRF G2 =FTr &WiF IR A0S T
YT FAE AT FRF 6T YA AT | JAOMEGF FHCA (Fq ATOIPo ARF “IFIOW -9,
FHIEE -2, JIEE -0” (Basel -1, Basel -2, Basel -3) @ JoARm Gt 5051 | IREIF o1 Aqi@e
TfTefer « foEe FMorfar wesifes wfeger Miee T &5 Sobb AR gEeces Basel Committee
for Banking Supervision (BCBS) of Bank for Internatinal Settlements(BIS) “International
Convergence of Capital Measurement and Capital Standards(ICCMCS)” ez @G
Tt & 0d | «ft swferreg Basel Accord ar Basel -1 7t #ifafo® | eirerfs o sitws fover fover
(T SO FPRECIPIRT TGO R @R TS O IBIARA FACI | Sovpq HCT TRF IR &
SR TR TPV YOS SGRURTTR #CF) BRI No JIoF e 7wz (Basel Core
Principles) &eR™ 3@ | FEE-»> @ @6 ¢ & Glifere Fifs 3@ | FEF-3 @7 #7 FIEF-2 Ao F41
T 1 G RS ANCIATST ~TFF | AGRTS JRF I A SN efsdias I sAfqwrsr qag w1
fRreTea oy Sieefes wtaa R aereea =csr “Ier -2 (Basel -2) afsfbe zwafeet | 2008
AR g M BCBS, ICCMS @7 sige=iifes orest “Three pillar concept” 5] I3 [N IRFACATHR
T SIfFPIeE FRCFT T 050 AT S QIR (AT = ARRT T4 AR | HIOF-R G o
F[REFA T ~R&Sl, FaTFTo[ AAF IR IEF ORED IfF [RE6A I JOR-© 2o I = |
2009-ob AR LT VR 7 0d0 AR Foxd BCBS 97 AW (=Tl JIEF-© (S TS 7T |
2059 (AF 03¢ 9T LT HF] T T AFETE JRARTT 005 GF 0 (% b IR AT 03 GF
S G IR WL FACO I = | O ARFACR AT Oefpige HRF “IFOF-0” 97 ae
JECAT 8 AT N veIcs 14y | Jffefes s wmeed e e IS [ Seamar s =@ |
AP T FREPA Al ARCACY T 27 ©X FREFA T Fo2T G ARSI A | W 9 RSP
@tFg A S B =1 IREIe RS [y siewa widt eeR fefere e few MfowE awm s
TP |

fafeq #itwa 91t IRCFa IR (Claims on Bank in Various Parties) s

FICTR A6 e Ry wTe (WM mrR) RN 4 g3 S TR dor F0 QR | AR
IRF FZre wdeTee fefere #d e MoTE oM w67 A | W I IRES TOAETR
TG FT 20

0d. TR IRF IR Sovereign @ 7ifT (Claims on Sovereign and Central Bank):
e AR (GOB) JitR #el 4 SR 8 SRSl Fifsefibre [, Jreer ks
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Prieeiiibe, eroemitre Rfdam (s i IO, IR GRS AL IS A TS
S R Al |

02. @R TRF R S Sovereign «F S5 @iE (Claims on other Sovereign and
Central bank): PsERibre R, e «3R N TR 8 IRFTCH JRF FOTS |

ov WEEfes IS Bank for International Settlements (BIS) «a "= wifs: BIS,
IMF, European Central Bank, European Community -te ¥, sias sz @<z &
TE |

08.927I%% TFae w6 Wi (Claims on Multilateral Development Banks)
(Specific) St efFm Ao« SIfae TR gt

. The World Bank Group Comprising of the Internatinal Bank for Reconstruction
and Development (IBRD) and the International Finance Corporation (IFC) ;

. @RI TFEe RS (4fe) -The Asian Development Bank (ADB);
oI, WfFd Sz RS- The African Development Bank (AFDB);

9. @A Jffd 8 S IrF -The European Bank for Reconstruction and
Development (EBRD);

6. S@: NS T A1RB -The Inter-American Development Bank (IADB);
. SR e w1 -The European Investment Bank (EIB);

7. S e w1 IS -The European Investment Fund (EIF);

&, e f[f~czrr RS- The Nordic Investment Bank (NIB);

. Fyfafeare Sz 1> -The Caribbean Development Bank (CDB);

@, TS S A7kF -The Islamic Development Bank (IDB);

. oAl T 7S 7Y -The Council of Europe Development Bank

0. FEAIfFe S e R4 %0 wiE (Claims on others Multilateral Development
Banks): 08-T® Traifi® 32/ Tz T AR oS T JFRF FYCRA A9 G ST TR |

oL, FEFE IR ARFEF T@[ ©F W (Claims on Government/Public Sector Entities —
PSE): 3@ ARl Fesficais, [fm @6 qaR 9475, g7 T-P[ IRy A TP e o=
IR RS FGS Public Sector Entities(PSE) f2emtd wifdes @ i e Rfvgm a9 R
=% 1= (Equity Exposure Ire) |

0q. TRF . T - wife afevitm ©oa T (Claims on Banks and Non-bank
Financial Institutios -NBFIS): 3%+ SIFge JRE @ [Om JReea el @ SR,
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Placements Siis (Nostro 211 1) Ae=i@ (I TR G1CFF T4 RN ey =7 471 1) o
AR [T 2w, 7@ pies «e Rfecam |

obr. FCATEG W WifT (Claims on corporate): I e @z w2 1wz (Equity Exposure
FSI®) FCAED IS (I NerpAr, SFEwifg ==Ar Jifre @rif ar PSE, Bank, NBFI 8 71
==t Retail Porfolio @3k Small Enterprises ©3 &9 (@ A4 Q&rel 77 |

ob. YAl (ABCFIES R Ty Srwyrt BT @fige Wi (Claims Categorized as Retail
Portfolio and Small Enterprise): 54T ¢AIGcifeIe @R g Tow feommed @fage wiftets faes
(ST >

F. RN Fe @I A (F4A (TSRS 7R)

Y. TR A G forer (@ fHfRece 4o, Teomeas &ey, NS Ao, gi@ R R A gy e
AR @R SHSR) |

faafeife wiftet wafe fofes yar wI-wafe fofes Toag Loar (AbTFIfee (At Im ACa:
3. Pifeskibee Rivcm (@e: bond @ C= TR) A SFREES A TOFTHYS |
¥, Wi =Rl RS T WRI0 7i8 ael =T ifdfens e 7[r e |

. TR o FAF W6 4 GIR ST TR AN 577 47 Siero AT =T MG 3T 3516 @0
T 7w |

9. TOMS[ o |
6. Capital Market Exposure @32
b. TR O |

Granularity Criterion: «wfics Exposure #%i¢ tafbarsd w1 s a e F1 @
Criterion =9 S99 & (@fCE JfF e [REIpel 91 F3 9 @HITe Sers 2wnz Aol Fereed «(o
FICTR A6 AP GIHCATSR 0.2 % 97 @ Sfoam 1 Thw 73 |

w4 T (Exposure Limit): efssita T AT CRl 203 IEAH JRS F9F TN I
TPFS FQ IR TR T THF TS TEIH NS QAT (I IRFACHA GIPIT ae (#b1ed)
=Y, 930 Fu St Small Medium Enterprise (SME) Credit Policy and Program -«
TS A |

So. TeI&! =¥ (Consumer finance): If& S A1 MRS G R G5 AT G ST TR
TR e Aez Credit Card e e I72t@ &, N A, Fiers AT @R @ @9 Sorera 3
Bl

5. W[ WG wEl @RS Wi (Claims Secured by Residential Property): s™=efost
IHRIGC] BT RS A WIS Al ARO[ ARETFS ST SIGIPFS MG A QAGCD feysfret, @y A7
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YAFHACT TCwe*y Feo A0 98 @97 Se9e 21 | JPNEE Sewesy W_i Real Estate @3
fee 207 7 |

2. qfifers Real estate w@r J@HFe 44 (Claims Secured by Commercial Real Estate):
FTERRCe IFRGT 7R IFAFS Arfefens Real Estate 3 4 ot @™y weel, ©ier 1 [/ 341 =03 |
TR S e ifeifens I arere =& Multi-tenant Jifafens sl Topin Sowesy 7o
7S AT |

59, IO FEHFS AT (Past Due Claims): Table-3 S (1 Wi 91 GIATEC (WRAORE
T 7ET FEFS BOT) SPREFS SkH A vo M I O @R T Ew o [wE ARefen N6
(SR ScEire) Risk Weighted =03 1 Stie (3 49l it GCAER RGI© [ &= Q@717
e sEEs (A 2AeF) CRM T [Reava w41 @cs #Ai | (SMA) 39 a7 ey 1f3Fe sfefo
«% Net off @a @7 = 1 |

58. T I AHCATER (Capital Market Exposure): Si&iee (rifed (065 HRT GAICIS
%o [RfNCRISET foTmSt S&r Nifer vt @ @fas Sresi #1ta |

S¢. @2 FET (Venture Capital) : @RRs ®@ @R 7« SRR & SRRAIR F41 27 | T
R rd @3 Generating a return through an eventual realization event @w-
@iife Initial Public Offering(IPO) ===r 3fifenss e | @ Jere [ @ Toien
o7 [fearge @i e [ | sreiferee wgrm [famr Public Sector Entities(PSE)
Fere U2 @loge =1 |

MY, S 7PeT 79[ & (All Other Assets):

F. QR TRF IR TG Sovereign IFere FTFER IR JRFCH IR A |
¥, e FAPOR Aol T AR e G I14FT ST T 7-7 I/ |

. s AfE@w Cash items: %, w6 @R S=p«y Cash item w@¥=: T S€F | FRF aR
SIS efSHIta o7 (PO SR Sogeitad Y A ewWie | SmiR fe@i Trade bills,
T ST et @3 T o7 U8 S0 (A0F IM (R 8w |

9, 1 e (M = (@ 20T AT A TAE S = F1R) |

A 7 @S 7R (Methodology of Credit Risk): F14w “ffieor™ Sremmmz 4 “fmmsa Soa
fofe @ta 4 Jfea & Are Jee, AT FRS F93 APe External Credit Assessment
Institution (ECAI) =R tot I & | TRF WS SICA TP O I A5 G T T A6
e Weight ffaer =1 sicaies =21 1 3 Weight 3f&mrs t@fet @fr (Solicited) v B fofe s
T IR RS e @Dr @ 7 Ay foafe =1 ==& (6 & Weight 31 Isom s
TGS e |

5. 4if&5® ¥ 219 (External Credit Rating): I a2 mafos Mo @iear dee 3 =ee
AR T TR | @ ¢ ARSI @ Aot W @reld fefers ey @dite ow =7
SRR &ToF @ACE e I Sl [oe T4 & | T AR e @ T3 A
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i, TS M g #e (AAA);
I, e 4 (AA);

iii. O 4 (A);

iv. &ife M 7=y ¥t (B);

V. tmzess A9 (C);

Vi. 39 31 defe (D);

FRF qOIF A7 AiF [ieg (e [ 3 AR e F0F 96 =T #1% I3 | @6 A (=F A 8
AT AR (AT AT AR ST FT =Y | @ A T @ =1 S oo W =7 | 9[kE Grade B
8 B-ygx febs sifasre TG e Sepiice @i e S@m o @ = o e o e e
P |

IR TRE Yo (@ fes @R «aratw Agfe facaez 1 3wi-(i) Credit Rating Agency of
Bangladesh (CRAB) Ltd. @3z (ii) Credit Rating Information and Services Limited
(CRISL) 1 ar (ECAI) Guideline (et 1 fqefe w:-9/200b) @3 @ISR NS 279 B |
qRere IRFT R Praie Mrre @ ke @b [ Fee ARE (AW A1) | e et
(@FEE @br aret et [Reaed sitrd Risk weighting a3eeirens 3 |

3. Fitch

q, Moody and

. Standard & Poors.

ECAI @3 @fbe it reemew=! pietaa tafoe tae @ Table-1 seRiEt tost |

Table 1: ECAI’s Credit Rating Categories Mapped with BB Rating of Grade

BB Equivalent Equivalent Equivalent Rating | Equivalent Rating of
Rating | Rating of S&P | Rating of Moody of CRISL CRAB
Grade and Fitch
1 AAA to AA Aaa to Aa AAA AAA
2 A A AA+, AA AAl, AA2
3 BBB Bbb AA- A+ A, A- AA3, Al, A2, A3
4 BBto B Bato B BBB+, BBB, BBB- | BBB1, BBB2, BBB3,
5 Below B Below B BB+, BB, BB-, B+, | BB1, BB2, BB3, Bl,
B, B- CCC+, CCC, B2, B3, CCC1,
CCC- CCCz2,
6 CC+, CC, CC-C+, CCC3,CC,C,D
C,C-,D
Short-Term Rating Categry Mapping
S1 Fl1+ P1 ST-1 ST-1
S2 F1 P2 ST-2 ST-2
S3 F2 P3 ST-3 ST-3
S4 F3 ST-4 ST-4
BT ¢ B1-q
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S5

B,C ST-5 ST-5

S6

D NP ST-6 ST-6

Risk weighting ECAl 35® aixtae (@R I IR0 & Wl 20 | G0 FCACAT Qoo Gh(o
YO’ @R T PR Oy FER THC@ HIRF B ACE A1 | WL G FCATRG Qo FheT =es AR
ARSI (@S5 @B (910 =04 |

3. 9% G I (Short Term Assessments): FCAIEE @@ Risk weighting @3 & 1w

[

eI wifkE ekt wgerm FuRe 60 9 (@ gk [af) | S ot SiEee @
e =@ |

. F2YA FEE (Multiple Assessments): 3 @36 ed ECAl 37$F Fifrs 75 e

Azm 4 = @67 fog Risk weight & stz vtz ©% Risk weight etz w1 =31 aw
e oft fog Risk weight 2t s sFyreas oo s 76 weight refer 3 ez @ 7%
Risk weight @< sty higher risk weight & <1 237 |

SSIEr FA 2 FFEA (Issuer vs. Issue Assessment): @RI @6 T @5 [#E
Spre [fear I ors [Wve 2y FRE 4E | oid wifkd Risk weight @ s 8o
193 37 | TR T [ T[T & SPFRT @0 92T FA0© AT |

o qFCAAEIET & 4 ©F (Risk Weight for Balance Sheet Exposure): QIca

FITFA (VT A, GFCATSF S, f[feq @ Table zrs o =tz |

Table 2: Risk weight for Balance Sheet Exposure

Sl. Exposure Type BB’s Rating | Risk Weight
Grade (%)
a. Cash and Cash equivalents 0
b. Claims on Bangladesh Government (other than 0
PSE) and BB (denominated in domestic and
foreign currency)
C. Claims on other Sovereigns & Central Banks
d. Claims on Bank for International Settlements, 0
International Monetary Fund and European
Central Bank.
e. Claims on Multilateral Development Banks
(MDB)
i) IBRD, IFC, ADB, AFDB, EBRD, IADB, EIB, 0
EIF, NIB, CDB, 1DB, CEDB
ii) Other MDBs 1 20
2,3 50
4,5 100
6 150
Unrated 50
TG ¢ Bt
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f. Claims on Public Sector Entities 1 20
(other than Government) in Bangladesh 23 50
4,5 100
6 150
Unrated 50
g Claims on Banks and NBFI
(Denominated in domestic as well as foreign
currency)
i) Original Maturity over 3 months 1 20
2,3 50
4,5 100
6 150
Unrated 100
i) Original Maturity up to 3 months 20
h Claims on Corporate (excluding equity exposures) 1 20
2,3 50
4,5 100
6 150
Unrated 125
Sl. Exposure Type Risk
Weight (%)
Fixed Risk Weight Groups:
i Claims Categorized as Retail Portfolio & Small Enterprise 75
(Excluding Consumer Finance and Staff Loan)
j Consumer Finance 100
k Claims fully secured by residential property (excluding staff 50
loan/investment)
I Claims fully secured by commercial real estate 100
m Past due claims (risk weights are to be assigned to the amount net
of specific provision):
1.the claim (other than claims secured by eligible residential
property) that is past due for 90 days of more and/or impaired will
attract risk weight as follows: 150
e Where specific provisions are less then 20 percent of the
outstanding amount of the past due claim;
e Where specific provisions are no less then 20 percent of the 100
outstanding amount of the past due claim.
e Where specific provisions are more than 50 persent of the 50
outstanding amount of the past due claim
2.Claims fully secured against residential property that are past due 100
for more than 90 days and/or Impaired Specific Provision held
there-against is less than 20 Percent of Outstanding Amount
3.loans and claims fully secured aginst residential prorerty that are 75
TTHE ¢ B>
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past due by 90 days and or impaired and specific provision held
there-against is more than 20 percent of outstanding amount
n Investments in venture capital 150
0 Investments in premises, plant and equipment and all other fixed 100
assets
p Claims on all fixed assets under operating lease 100
q All other assets
I. Claims on gob & bb (eg.advanced incame tax, reimbursement of 0
patirakkha/shadharon shanchay patra, etc.)
li. Staff loan/investment 20
lii. Cash items in process of collection 20
iv. Other assets (net off specific provision, if any) 100
Table 3 : Risk Weight for Short Term Exposures
BB’s Rating Grade S1 S2, S3 S4, S5 S6
Risk Weight (%) 20 50 100 150
Table 4: Risk Weight against ECA Score (Published by OECD)
ECA Score 1 2.3 4,5&6 7
Risk Weight (%) 20 50 100% 150%

/o7 e

R P B, Toge 8 (GF2 TR & IR FRF < fofed Joa Iriea o=t
AT A A “FRS (I AR d55d” G 411 59 IR 4R 8¢ ¢S WY 1 =R | I fofew
TR CFCQ TOIPIo AT FRICE FIOFT-5 , TIOFT-3 8 JFIEF-© &7 AR (T Ho10e =7 |
Rfeg e [fog I 98 T & I IA0 [eq IR ewe 3 T dreraio qiffens
[RF A0S < | IRFACICR LT TS FRBE TN FIEFT-© AR FICo =F Al ST
2033 R ST GRIAIR N4 IRBIAR FACO Z(F | ARFCH ARS Aol Jea CFea T o FCACR
GRR eterF Jifafen AR I fofed Fereas Sl Jem A= & Sf TIes 5o &l |
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Composition and Function of Bank Capital

@ =
G Ao T Sife-
" RS P PO 21fF© = o I FACS ARCI;
= Tier-1, Tier-2, Tier-3 see F ©f I#1C© R; GR

" IRF TN S T FACS A |

TR REeT S JTG, Fna SRS FoT (A0S AR M= wNeIfers 3= fKear s q
AN I ©F GG FICAT TSI OR# e e | GfF Yo Fie Yooty Al F1 27 @A M
IR TRPTR SRR 476 SPiCa SIFRge F4 & | FRRR @ JRS PO TRETE FEACHT {@0
@At IR @it g g o =1 qeaee | [eeiws, el S99 Jorgs s’ieer At
TR AN AR GR FA Afelon e e swee 307 | Rl 97 Frmee foas Tier @ @@
1% B0 | TOETeR W fod tier @9 Woy @il s =3 @4 Tier-1, Tier-2 |, Tier-3. e
JREACH* JFRTFF [N AR AT S5 F4T ZCer:

5. Tier-3 34« (Tier-1 Capital): Tier s T4 IR ‘Core Capital® Wity Sfefze w41 21
1 Fezre Somie = ofde:

T, AMRFS ToTL;

4. AR e i e

5. i frere;

9. (@I e /A Afefe;

6. IRAMFFS AT

5. S8 @S TRATEy A

7. T-fFCyeeibe sefReray waifasa ce;
&, SO ATo[eael 2 |

2. Tier- Y4 (Tier-2 Capital): TRea Supplementary Capital 53-8 Fgecs 91 =31 |
ag TAmmeeT ‘Core Capital’ @3 (5t o % A2y | o8 TResa AT e Jrace smme
0 | I N4y FCACR:

3. AR AfefS;

4. e SR

BT ¢ BI-55
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i. A e 2ferfenze fefs;
i. ifsskive 3 gy serfERe Afefs;
i, sl 20gq aey erfEne wAfefs;
o STy RS SR (A |
9. Subordinated ¥ |

ow. Tier © =4 (Tier-3 Capital): Tier-o Fgcs wfefse Supplementary Capital <=1
=7 | Subordinated ¥ T 2 IBF (ACF ¢ JRCIF W ARG @R BgN@ e I TS 7=
TCwly RS T O Tier © JHeae W 4%l |

08. fRtaf* TS (Foreign Banks): JRemwee Reaf* a1 <o &=y Tier S YeT<te a1 A
NIEIGIH

P, A S S O |
4. Remittable %! =74« f2o71cq Ao A |
. Tier-> e SRS FHF G« IRFCA FRS FCNS & & (HIF T2 |
JREICAC [T RS ARG &y Tier 2 JT4ee Il AT O =CeA:
3. AR RS |
4. Annex A “RiceR Gy fezi@e Ricas 10 7o @ 4= e (A0 (AOTIF G A0 Q2 |
. FPeeRbT oy serEne Afefs |

9. Tier & I Seefed Gy IRFACA HRP NS Sy @ (I SHAMI |

TRS 4T @ FE (Function of Bank Capital): fbmsfre Seicat eyt g 2t foe Fact
T TR L ~ARBES G SFOIRS Foq RIS (AT IFFT eAH FAF NG TR I 6 6
AR | 92 R T effop™ Ifage @ o Ay I AN oHmt AR eoF 9 @ 9k
Fera Wil fFreltae g a9 |  ft Afifenss TR & coxe errey = | fraase g
(ATF IRF P JRF JLOR I AR HAATOPF© SRR A @A FC | T G0 JRF T =
O fREE P [ANIFe ANTeRRTHT T AfRCHIY T WA GG # S RIS @ T
RIS [FCS TS AWF FCF | FRIFT T T (T TF IFAPI g FAF 6 ©© I 20 GR
SNASF R SIera o AT FT A0 | FRP A PI&r = RSP IS T FA[ | GRS IFRF
TR fEeIp GBCHIel (A0 (T 779 e TCACR ©F ET:

>, IRIT FTHF FO (AT Afsawie g R F& 63 (Bank capital provides a
cushion to absorb losses): W™, IR Ffe @ WS WWRT FrHrS @IAF: F-A,

3TfG ¢ PBI-53
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AT LT, FAFGT O SRS, =T SRACA I FLCT (@ A el (7
O o0 effoa ! T a9y et {1e g seeaR 30 |

PR FE A IS ARHRIE TRITSN I GR WWTO IRBAANR ST FAPYE
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