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BCA BCA BCA 1

BCA

BCA

29

  

XYZ

BCA

baa1

BBCA 
 

 

 
 

-- --  
 

 
 

BBCAA 

ba1 1-1-2 1 baa3

1

LGF 2

LGF PRA
PRA

PRA aaa caa3

PRA ca c
3

LGF

LFG
LGF

LGF
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LGF 30

»
60% 42 PRA

BCA

» BCA 1 PRA

»
BCA 1 PRA

» ORR ORR

CR
43 BCA 1

» CR 44 CR

ORR
CR BCA 1

CR

LGF

SPE ORR
LGF

42  Moodys.com
43  CR

44  CR CR
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30

LGF

LGF

CR 45 BCA +1

CR BCA +1

BCA

* BCA

BCA

BCA -1 

BCA -1 

BCA -1 

BCA -1 

BCA -1 

BCA -1

BCA -1 

BCA -1 

BCA -1 

*  ORR

ORR

LGF

LGF ORR

»

»

»

ORR
LGF

LGF

46

4

45  CR

46 3
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»  1:: 
BCA 

»  2:

»  3:: /

»  4:: 

1. LGF

BCA

31

MPE

 31 

LGF 

UK Bolivia

Spain

UK
Non-operational 

Resolution 
Regime

UK
resolution 
perimeter

Spanish
resolution 
perimeter

Spain

B

C

A

B

BA

A
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32

(SPE)
(1) ORR (2) 

(ILAC)

2

ILAC
33

15%
1

LGF
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 32 

33 

2



OUTDATED

METHODOLO
GY

BANKING

64 JULY 9, 2021

»

»

» /

»

LGF 2-3

2. LGF

100%
0%

»

»

(1) 

(2) 
(3) 

(4) 

2
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3. LGF

/

2

4. LGF

LGF 1
/

LGF

34 35
36

BCA

34

LGF BCA

: 

35 

8% LGF

: 

>= 0 <0.5 x >= 0.5 <1 x >= 1 <1.25 x >= 1.25 <1.5 x >= 1.5 <1.75 x >= 1.75 <2 x >= 2 x
>= 0 < 0.5 x -1 -1 0 0 1 1 2
>= 0.5 < 1 x na 0 0 1 1 2 2

>= 1 < 1.25 x na na 1 1 2 2 3
>= 1.25 < 1.5 x na na na 2 2 3 3

>= 1.5 x na na na na 3 3 3

Thresholds as multiple of 
loss rate

Volume and subordination as a multiple of loss rate

Su
bo

rd
in

at
io

n 
as

 
a 

m
ul

tip
le

 o
f l

os
s 

ra
te

>= 0 <4 % >= 4 <8 % >= 8 <10 % >= 10 <12 % >= 12 <14 % >= 14 <16 % >= 16 %
>= 0 <4 % -1 -1 0 0 1 1 2
>= 4 <8 % na 0 0 1 1 2 2

>= 8 <10 % na na 1 1 2 2 3
>= 10 <12 % na na na 2 2 3 3

>= 12 % na na na na 3 3 3Su
bo

rd
in

at
io

n 
%

 
Ta

ng
ib

le
 B

an
ki

ng
 

As
se

ts

Volume and subordination % Tangible Banking Assets
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36 

13% LGF

: 

BCA 3

LGF

BCA 2

3

BCA 1

47

37 8%

» 1 1%
2% BCA 1

» 2 1%
50% BCA 2

8%

» 3 12%
3% BCA 3

8% 50%

47  

>= 0 <7 % >= 7 <13 % >= 13 <16 % >= 16 <20 % >= 20 <23 % >= 23 <26 % >= 26 %
>= 0 <7 % -1 -1 0 0 1 1 2

>= 7 <13 % na 0 0 1 1 2 2
>= 13 <16 % na na 1 1 2 2 3
>= 16 <20 % na na na 2 2 3 3

>= 20 % na na na na 3 3 3Su
bo

rd
in

at
io

n 
%

 
Ta

ng
ib

le
 B

an
ki

ng
 

A s
se

ts

Volume and subordination % Tangible Banking Assets
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37  

8% LGF

  

LGF

ORR
LGF CR 30

ORR
LGF

CR

48 CR
BCA

CR
BCA CR 38 39
40 CR

2

38

LGF CR

39 

LGF CR

48  34
1 3 38 39 40

>= 0 <4 % >= 4 <8 % >= 8 <10 % >= 10 <12 % >= 12 <14 % >= 14 <16 % >= 16 %
>= 0 <4 % -1 -1 0 0 1 1 2
>= 4 <8 % na 0 0 1 1 2 2

>= 8 <10 % na na 1 1 2 2 3
>= 10 <12 % na na na 2 2 3 3

>= 12 % na na na na 3 3 3Su
bo

rd
in

at
io

n 
%

 
Ta

ng
ib

le
 B

an
ki

ng
 

As
se

ts

Volume and subordination % Tangible Banking Assets

>= 0 < 0.5 x 0
>= 0.5 < 1 x 1

>= 1 < 1.25 x 2
> 1.25 x 3

Thresholds as 
multiple of loss 

Notching

Subordination % 
Tangible Banking 

Assets

>= 0 <4 % 0
>= 4 <8 % 1

>= 8 <10 % 2
>= 10 3

8% loss rate Notching

Subordination % 
Tangible Banking 

Assets

1
2

4 <16 % >  1

2 -1
0 1 

2 3
3 3 3 
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40

LGF CR

LGF

ORR
CR 1 CR PRA

CR
CR

CR
CR

CR
CR

ORR LGF
2

LGF

49 ORR
LGF

2

1
2  ”de jure”

49  

>= 0 <7 % 0
>= 7 <13 % 1

>= 13 <16 % 2
>= 16 3

13% loss rate Notching

Subordination % 
Tangible Banking 

Assets
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50 “de fact” 

2
BCA

2

ORR

LGF
LGF 

LGF

LGF

CoCo

LGF PRA
PRA

51

/

52

41

50  

51

52
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41

CoCo

* 

BCA PRA
LGF†

1

1. Tier 2
Tier 2

0 -1 

2. Tier 2 Tier 3 0  -1 -1 

3. Tier 2 0  -1 -2 

4. Tier 2 0  -1 -2 

5. ‡ Tier 2 / -1  -3 -2 

6. Tier 1 /
(ACSM)

-1  -3§ -3 

7. Tier 1 (AT1) -2 -3**

* 

† LGF LGF LGF LGF

‡

§  Tier 1 Baa1

** AT1
AT1

PRA

PRA

Tier 2
Tier 1

53

3

BCA

53  III
Tier 1 (CET1) 5.125%

5.125%
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54

200bps

» 55 AT1

/

»

3

1.

Lower Tier 2

BCA LGF
LGF

PRA

54  BCA B1

55  41 6 7
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42

BCA PRA
LGF†

1

0 0 -1 
LGF

† LGF LGF LGF

LGF

: 

2. 

Tier 3 Tier 2

LGF

43

BCA PRA
LGF†

1

0  -1 0 -1 

† LGF LGF LGF

LGF

3. 

I II Upper Tier 2 Tier 1

LGF 1
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44

BCA
PRA

LGF†
1

0  -1 -1 -2 1

† LGF LGF LGF

LGF

4. 

Tier 2

/

PRA
/
PRA 1

PRA

PRA
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45

BCA
PRA

LGF†
1

0
-1 

-1 -2 /

1

† LGF LGF LGF

LGF

5. 

56

57

1 3

46

BCA PRA
LGF†

1

‡
-1  -3 -1 -2 

‡ 
  

† LGF LGF LGF
LGF

56

57 (Genussschcine) 
(Ergänzungskapital) 

4 
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6. 

EU

58

PRA
2 PRA

1

3
PRA baa1

47

BCA PRA

LGF† 1

-1  -3§ -2 -3 1

-3
PRA baa1

† LGF LGF LGF
LGF

§ Tier 1 Baa1

( )

PRA 2 1

PRA 3 2
baa1

PRA
1-3 1

58  



OUTDATED

METHODOLO
GY

BANKING

76 JULY 9, 2021

7. 

Tier 1

/

Tier 1 CET 1 59

2

48

BCA PRA

LGF†
1

-2 -2 -3**

† LGF LGF LGF
LGF   

** AT1
AT1

BCA 

60

BCA LGF
PRA PRA

» CR 
2 

59  Tier 1 CET 1 Tier 1 
60 Charles P. Himmelberg SergeyTsyplakov “Incentive Effects and Pricing of Contingent Capital” 2014 Goldman 

Sachs Asset Management
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» CR 1 BCA 
2 

CR 

CR 

49 ORR BCA baa3 PRA
LGF “de jure“ “de 

facto“ LGF 
LGF

BCA PRA

49

PRA BCA baa3

LGF

De jure De facto
LGF

(CRA) 3 3 3 0 3 a3 (cr)

2 3 2 0 2 baa1

2 0 1 0 1 baa2

-1 -1 -1 0 -1 ba1

-1 -1 -1 0 -1 ba1
-1 -1 -1 -2 -3 ba3

50 BCA baa3 ORR
30 LGF

LGF
BCA PRA   

50

PRA BCA baa3
LGF

De jure De facto
LGF

(CRA) na na 1 0 1 baa2 (cr)

na na 0 0 0 baa3

na na 0 0 0 baa3

na na -1 0 -1 ba1

na na -1 0 -1 ba1

na na -1 -2 -3 ba3
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1

3

5
61

»

ORR

»

3%
ORR 

61  
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»

/

»

»
100%

CR
CR

PRA
BCA

ORR

1
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62

3

»

»

»

JDA 5 51

62  
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CR
63

51

 

XYZ

Aa2

Aaa

Aaa

- 

BCA

(CRA) a3 (cr) 1 - 1 - 1 1 0 A2 (cr) -- --

baa1 1 - 1 - 1 1 0 A3 0 A3

baa2 1 - 1 - 1 1 0 Baa1 0 Baa1

ba1 0 - 0 - 1 0 0 Ba1 0 Ba1

ba1 0 - 0 - 1 0 0 Ba1 0 Ba1

ba2 0 - 0 - 1 0 0 Ba2(hyb) 0 Ba2(hyb)

63  
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BCA LGF

BCA

LGF 2
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 1:

HIE

BCA

HIE

1
HIE   

HIE
HIE 64 HIE

HIE

HIE 1
HIE

HIE
1

HIE
HIE

»

»

»

» HIE

»

HIE
BCA LGF HIE CR

HIE

HIE
HIE

HIE /
CR HIE HIE

HIE

64  CR HIE
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HIE

HIE CR 

» HIE

CR

» CR 65

» HIE
CR 66

CR HIE
HIE CR

BCA
67

BCA BCA

CR

BCA

BCA
BCA

BCA
BCA

BCA BCA
1

BCA

BCA   

65  

66  

67
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BCA   

PRAA 

BCA BCA
LFG   

ORR LGF PRA

2   

ORR

LGF
  

ORR 30
LGF PRA

LGF LGF PRA

 

ORR
1
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BCA

»

»

»

  

3

  

  

»

»

115%

LGF
1

/
2

68   

68  
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CR

CR CR

CR

CR
CR

BCA CR

CR
  

CR  

CR CR
CR CR

CR
CR
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2: LGF

ORR LGF 
CR

(1) (2)
LGF 2

69

LGF

LGF LGF
“de jure” 70

“de jure” 

“de jure” 

LGF

»

» EU
(BRRD) 

»

» Banking Insolvency Ordinance

»

ORR “de jure” 

69  

70

2 
de jure de fact  (

)
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LGF

  

“de jure” 

 

71

 

 

CR  

ORR CR

72

»

71  Tier1 Tier2

72  LGF
LGF

CR
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»

»

CCR  

CR CR
ORR

CR CR

CR

26%

10%

25% 20-
40% LCR

10%
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BCA BCA

52 73

52

/ 

/ / / / / / 

8% 13% 13% n/a

3%

1.25 8% 10% /
3% LGF

 “de facto”

“de jure”
“de facto”

73  
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“de jure”
74 de facto 25%

de jure de 
facto   

de facto

LGF

53

“de jure” “de facto”
“de jure” “de facto”

  

EU 75

de jure 100%

74  
75  

EU
“de jure”

“de facto”
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BANKING

53
76

          * EU de jure † EU de facto † *
1 1 1 1 1
2

3

2 CR 2 CR
2 

3 3 3 

4

4 

4 
3 CR

5 4
6

5 5 
7

8 5 6 6 

9 6 7 7 

10 7 8 8 

11 8   

(de jure)*
1
2

3 

4 

5 

6 

7 

(de facto)*
1
2
3
4

5 

6 

7 

8 

(de Jure)‡*   (de facto)‡*

1 1 

2 2 

3 3 

4 4 

5 

1
2

    

76  EU
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BANKING

53
76

** LGF CR
CR “de 

jure” CR “de facto” 
2

† EU EU ”de jure” 100% EU

‡ ORR LGF
NVCC NVCC NVCC

NVCC Tier1
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3: 

CR
BCA

CR

BCA
ca c

CR

LGF

ORR

»  - 

»  - 

»  - 

»  - 

BCA

CR
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M&A

2

BCA

BCA
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77

Caa C

78

77  BCA b1 BCA

78  
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4: 

LGD

BCA 3

II IRB

54
96

25 1



OUTDATED

METHODOLO
GY

BANKING

100 JULY 9, 2021

54

25 1
BCA 3
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5: 

(a)
(b)

A B

P(A and B) = P(A | B) x P(B)      (1)

P(A and B) = P(B | A) x P(A)      (2)

A A B B
A and B A B

P(x) x P(x|y) y x

P(A|B) P(B|A)
P(A) P(B) P(A|B) P(B|A) 4

(1) (2)

L L H H
(1)

P(L and H) = P(L | H) x P(H) (3)

P(L|H) ( 1) ( P(L)
)

  

P(L|H)=1  
1

P(L|H) 1 (3)
P(L and H) P(H)

L
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P(L | H) = P(L).  

P(L|H) P(L) L
H

P(L)*P(H)
H

(P(L|H)=1)
(P(L|H)=P(L))

W
W=1 W=0

( ) 1 0 W

L H

P (L and H) =W* P(L and H | W=1) + (1-W)* P(L and H | W=0)    (4)

P(L and H) = W*P(H) + (1 - W)*P(L)* P(H)      (5)

2

JDA   

55

95% 100%

70% 94.9%

50% 69.9%

30% 49.9%

0% 29.9%

56

90%

70%

50%
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0.62
JDA 1 38%

Aaa/Aa1 Aaa
Aa1 Aaa

0.10 Aa1 1 Aaa 10 1
JDA Aaa

Aa1

1
Baa2 0.62% Baa3 1.00%

0.79% P(L and H)
0.49% Baa1 Baa2 0.79% Baa2

0.79% 1.27% Baa3 Ba1 Baa3

JDA 57

57 

BCA
(%)

(baa3 = 1)*1 (%) *2 *3

aaa 0.00 0.01 Aaa

aa1 0.02 0.03 Aa1

aa2 0.03 0.04 Aa2

aa3 0.06 0.07 Aa3

a1 0.09 0.11 A1

a2 0.15 0.19 A2

a3 0.24 0.30 A3

baa1 0.38 0.49 Baa1

baa2 0.62 0.79 Baa2

baa3 1.00 1.27 Baa3

ba1 1.62 2.06 Ba1

ba2 2.62 3.33 Ba2

ba3 4.24 5.39 Ba3

b1 6.85 8.72 B1

b2 11.09 14.11 B2

b3 17.94 22.83 B3

caa1 29.03 36.93 Caa1

caa2 46.98 56.76 Caa2

caa3 76.01 96.69 Caa3

ca 122.99 156.45 Ca

c 199.01

*1 3

*2 (1) (2)
3

*3  BCA
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6:

2008-12
2015

BCA

BCA 1

2006-12 100 1,019
5,182 1,019 165 16%

BCA 58 BCA

58

BCA
BCA

31 29

94 17

43 18

33 10

14 11

36 9

111 8

9 8

44 6

16 5

15 5

11 5

562 34

1,019 165

Banking FM

IMF

2 I X 7 1 X+1 6 30 BCA
1 0 X 6 30

1 BCA

X X
X+1 BCA X-1 12 31

6
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BCA BCA

P() BCA Z

Y CDF 79

BCA 0 1

59

2007-08
BCA BCA

BCA

BCA
B1 BCA

BCA
1 2

BCA BCA

ROE

BCA 2008-
12 BCA /

ROE BCA
ROE -

1% 1 BCA

79  BCA

N

j

tjj

N

j

tjjt YZIP
1

,

1

,1 )1(

%18.3
5182
165ˆ)1( 1,tBCAIP



OUTDATED

METHODOLO
GY

BANKING

106 JULY 9, 2021

» 5 GDP GDP
BCA

» GDP BCA

» GDP 5 GDP BCA
80

» 1 GDP GDP
BCA

GDP
GDP 2

2 A
1 2%

8% B 1
8% A BCA

1
A

2007 2008 2009
BCA

81 BCA 80.6%
BCA 3.18% BCA

BCA 82.9% BCA
3.18% BCA

BCA 82.8%

BCA 2008-12

80  10 20 GDP 5

81  
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59

BCA
Std Z

-5.21 1.52 -3.43

I - 2.60 0.33 7.78

I - > 1 1.37 0.38 3.61

(t:t+1) 0.72 0.06 11.14

GDP (t:t+1) -10.79 2.91 -3.71

GDP (t-5:t) 1.07 0.31 3.50

GDP (t-5:t) 1.09 0.18 6.18

GDP (t) 0.20 0.09 2.24

0.31 0.06 5.02

0.64 0.16 3.94

-0.24 0.12 -1.97

3.24 1.18 2.74

-10.64 2.74 -3.88

I - < -1% 0.81 0.43 1.87

ROE) -0.39 0.10 -3.94

I -ROE< 0% 0.78 0.31 2.47

0.65 0.49 1.32

P(+,+) 80.6%

P(+,-) 19.4%

P(-,+) 17.1%

P(-,-) 82.9%

82.8%

I - 2 (0,1)
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7

AAdjustedd Baselinee Creditt Assessmentt (BCA) BCA – 
BCA 2

  

Affiliatee Supportt – 2
BCA

1) 2) 
3) 

BCA

Anchorr Ratingg  –(1) (2)

Assett Riskk – BCA 5 25%

Baselinee Creditt Assessmentt (BCA)) BCA –  
  

BCAA Componentt BCA – BCA
3

BCA  

BCAA Eventt BCA – Rating Symbols 
and Definitions

BCA 

»

»

»

»

»

»

»

»

»

BCA 

BCA 

BCAA Scorecardd BCA – BCA
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BCA
BCA

 

Capitall – BCA 5
25%

82

CoCo–

Counterpartyy Riskk Assessmentt (CRA)) CR

Counterpartyy Riskk Riskk (CRR)) CR

Financiall Profilee – BCA 3

 

Funding Structuree – BCA 5
20%

 

Governmentt Supportt – 4
3

  

Grosss Riskk – 

Liquidd Resources – BCA 5
15%

 

Liquidityy – 

Losss Givenn Failure LGF – 3 LGF
LGF

LGF
LGF

82  
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MMacroo Profilee  - BCA

3

Operatingg Obligationss – CR

Operationall Resolutionn Regimee (ORR)) – 
ORR

Preliminaryy Ratingg Assessment(PRA))  – 
aaa c

PRA

Profitabilityy – BCA 5
15%

Qualitativee Adjustments – BCA
BCA

Solvencyy – BCA

Supportt –BCA

BCA
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