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lllustration 1:Converging objectives

Strategic plan principles

' Solvency

» Min. economic capital
» Min. regulatory capital

Disciplined growth
(loan volume and revenue)

» Max. loan-to-deposit ratio
+» Min. earnings growth
- Min. new loan origination

' Sustained profitability

» Min. ROA and ROE
- Min. pre-provision net income;

Earnings predictability
' and stability

» Max. earnings volatility %
» Max. NIM volatility %

' Efficient funding structure

- Max. short-term debt to
total debt
« Min. net stable funding ratio

Risk appetite principles

'Capital adequacy

+ Min. tier 1/capital ratios
» Min. leverage ratio

Balanced asset mix
and quality

» Max. NPA/total assets
» Max. expected losses

Balanced customer quality
risk-based return

» Min. RAROC

+ Min. RoORWA

- Max. Customer, Geography,
Product Concentration

Balanced income sources and
balance sheet composition

» Max. annual earnings, cash
or value-at-risk

- Max. Texas ratio

» Max. Nll/Total income

' Sufficient liquidity

« Min. net stable funding ratio
- Min. liquidity coverage ratio

NPA - Non Performing Asset ROA - Return on Assets ROE - Return on Equity

RAROC - Risk Adjusted Return on Capital

RoRWA - Return on Risk Weighted Assets

NIM - Net Interest Margin NIl — Net Interest Income

Source: Developing a Strong Risk Appetite Program: Challenges and Solutions, KPMG International, 2013

4 a—RL—b-HN\FURERIET D=8 D R B (Principles for Enhancing Corporate Governance) |
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5 TREEARL—23FIL-YRHIEEDT=-5H DR A (Principles for the Sound Management of Operational Risk) |
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Developing a strong risk appetite program
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4 Developing a strong risk appetite program
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« Optimize risk
- Business growth - Compliance

- Earnings stability
« Solvency
+ Quality growth

Finance

Source: Developing a Strong Risk Appetite Program: Challenges and Solutions, KPMG International, 2013
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Illustration 2: Competing objectives
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Source: Developing a Strong Risk Appetite Program: Challenges and Solutions, KPMG International, 2013
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©2014 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants Law and a member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved


http://www.financialstabilityboard.org/publications/r_130717.pdf

BEDHLIBITICESTIEKYREREICAH>TUVET  FSBIZ2013FE2R 12BH KR DRI H
NFORIZETETF—TRILE—1ZBEVTROKSICHRARTNET, [ERE#ICKY.
ZCOMMHERIEEMERTORBICZ I WO ENTV S ERIBEDERSIA RIS
BLTWAZEICH T IEENT T THIZENBRESNFEL -, FEERBERASHOE
CHRAETIWVEEBEBTEOIC+RHBERZEEKIENTET . TR LREEZEICXLT
BRIDIIELHYFELLIILERFILOFRZICMZ ., +RHERGELIZTRO AV
DEEEZTANTLESIRZ(E. R EICEDIRITREIADABLEERIZFRDE
FIE<BIEL TETLET,

IOLI-RRBICH T 51012, ZLDARFRITIZVRIT REA MR HHA R T EWMEHE
2(2EL. BEENTEESLUERET >TVET . HIZIFEKRE T, EREEEH100E:K
FILULE®D EHZRITIE, YR -39 IZH > T, R ESICKIEEZEMBE S DHHD
FTIVRIEBDOEMREECIRIVZESOHREBEEZERLEL -, I5LIEF. EHE
ENYRITREALCRT—FAVIERREL. SHOVRIEBEHBEBIZEO—EMEHER
THORICEBO TCEELLGYETFRBICK>TIRESA TEEMMGRESMHREEL X
FHRITOFOHEH GEREREEMS00EXRFILLLL) & FRBIZKYEEE SN SSIFIsD!)
AOEERICERShET, BB OFSBOT—YRILE 2—1%. E<OEIZHEITZHTEE
EDOEROAVN—[ZDOVWT OB A A7 TO—FE5EMLET,

KYIMRIBLRITIZ. YURITREAMNDEELERERR T -0 RLBEULEMKLE
BRIV IRBRICKETIERLHYET . EFAOURIRESNFELLELH. 5
LIER1TIE. BRI R A DHE LRI XBEAERICERET 5N ROONETH. BITD
FRL—230 - YRIEE-BEE, VR Ir—T VR - ERERRERE Y R— T 2%R
DR, VO T =2 AVITSDORR, HEALTSATUREENRRLEBYET,

BATHIER R

VEFURITABER IRV T RIS MBI HNF D RADBRHMAERELI-HE . IR DA
UM BHEADERE BA BLUEZRI VT ICET A EELGRITMMEICERLEY

B EBY . SRITIZLIELIE, N—EIILERRH (@ TEBI A—R TR E L, £
HONTH—I U REAVMA—L T BEIGFEREL T, MBEOIEELEEBELLED)RIT
RAANRENICAVWET , REBTEEOHELRIEEOELLBIGHEERT HE. BUITIEE
HEINIHFER—bTH)FEEET S HISROONDETOERIE, BEEEDIZHEETLES,

HRETA X 1t £ (socialization)

BITIX. ARL—2ay MBS FLZEEERIEROETICRB T HIEEEER
FTELIIBETRETT . BEHNS. ZLORTH. ThELIZESTREMELLLY
AVBETIFE RIEASINTVBHYRVEEEZEEBRLTLES>TUVET . AIZIETAY
AT, EHEEREREFICEEL>TVEELSEIAZTa=ZTA/AV IO DR —
IN—=—=2a3F )L T1E KU — ARG E E AR R (ROE) TIEGL. MR EEIREE
(ROA)E /R TA—T U RIBIELLTEE T HIENBAONET , ROEIXEFIZLIEE TIX
HBYETH. TVATAEDRRBIZIEX. BEETE. RBETINT«4T . FIthnso—
NIL-ZPEFL - I—TIrEREZERLTELLONELNELR A,

8 TYRHHNFURIZET HT—THILE 12— (Thematic Review on Risk Governance) |
(EMRTEEES. 20134 2A) http://www.financialstabilityboard.org/publications/r 130212 pdf
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Figure 1:Economic capital vs. portfolio spreads'?
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Source: Developing a Strong Risk Appetite Program: Challenges and Solutions, KPMG International, 2013
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Figure 2:RWA example

Rating buckets AA+ 1o AA- A+ to A- BBB+ to BBB-
maturity (years) 5 5 5

RWA-economic 25%\ 25%\ 42%

capital™®

me A 60-. 60-. 60-.

Correlation Based on correlation function adopted under the Basel Il interna
ratings-based approach
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