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Primary Credit Risk Components

Transaction Credit Risk
Risk Operational Risk

Portfolio ‘ Intrinsic Risk
Risk Concentration Risk
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Credit Risk — Linkages to Credit Process

CREDIT POLICY

( Probability of Likelihood of borrower default RISK RATING/
Default over the time horizon UNDERWRITING
!
i Economic loss or severity of loss in ‘ COLLATERAL/
Transaction Loss Given Default the event of default WORKOUT
A
Credit Risk
Attributes - 2
Exposure at ‘ Expected amount of loan when ‘ LIMIT POLICY /
Default default occurs MANAGEMENT
. oy
p
Expected tenor based on pre- MATURITY
Exposure Term payment, amortization, etc. GUIDELINES
.
Default Correlation ‘[ Relatiﬂrﬁhitn hteﬂ Dtrﬁrlflﬁﬂts within }‘ INDUSTRY /REGION
portfolio
Portfolio LIMITS
Credit Risk
Attributes Relative ‘ Exposure size relative to the ‘ BORROWER
Concentration portfolio LENDINGLIMITS
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Customers

Customer Order

: /Processin
Evaluation | .

Front-End Risk Evaluation

| | Credit Risk
Credit Risk | ;  Portfolio
Management

Cash
Flow

-

Dﬂm Payment *
Resolution el

Collections
Activities

Back-End Revenue Assurance |

Typical 1ssues

« Bad Debt Write-offs = Higher Costs

s High D50 * Mon-Compliance
+ Reducad Sales « Little Visibility

+ Oroars an Hold & Contral

|
Typical Issues 3

* High D50 * Higher Costs

« High Frast Duss « Littha Visibality & Control
« Bad Dabt Write.ofts  « MonComplance

+ Ravenue Laakages




RISK MAP

Organizational Structure  EventTrigger  Loss Impact Detection Source Recovery Source

Process Fonomic Intemal | Risk Management Inslrance
Peple e g Leqal Settlement
Relatnshi Ngmgﬁ Whiseblowing Retm of Asset
Technology 1l (ther Detection Source Repayment

Fytemal Non-gcanarmic (ther Recovery Source |
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What Is stress testing?

“Stress testing is a risk management
technique used to evaluate the potential
effects on an institution’s financial condition of
a specific event and/or movement in a set of
financial variables. The traditional focus of
stress testing relates to exceptional but
plausible events” (Bank for International
Settlements, Committee of the global financial
system, January 2005: Stress testing by large
financial institutions: survey results and
practice)




Key aspects of Stress Testing




The Environment of Stress Testing




Types of Stress Tests

this involves the
(simultaneous) movement of risk
component(s), without taking into account the
properties of the subportfolios or the
Interrelations with external events (that Is, a
flat stress is applied for PDs).

this-approach could
be divided into univariate (relying on one
random variable) and multivariate (involving a
number of independent mathematical or
statistical variables) approaches




Stress Testing Scenarios

extreme universes of risk
factors observed in the past that are related, largely,

to historical events and crises.
based on the
joint statistical distribution of risk factors. The
key challenge in this approach is to have
enough historical data to define the
distribution.
focuses on rare events

that might have an important impact on the portfolio
but have not been observed yet




Stress Testing Approaches

« Portfolio or bottom-up :







Basel Il and IFRS

All Loans and Receivables according to IAS 39

LLP - categories under IFRS methodology

Individually significant loans Not individually significant loans

/\ /\

Specific Loan Loss
Provision
= Carrying Amount/PV of CF

General Loan Loss
Provision

= Usage *PD*LGD*LIP = Usage *1*LGD = Usage *PD*LGD*LIP

Impaired Non-impaired Non-impaired Impaired

3 r/

~
Individual LLP Collective LLP incl. transfer risk Collective LLP

LIP = "Loss Identification Period”
Above mentioned formulas are only applicable for on-balance sheet items (LaR)
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Application of Basel Il Parameter for IFRS Provisioning

EL = EAD*PD*LGD IL = CA*PD*LGD*LIP

i

For meeting the requirements of the IAS Incurred Loss Concept, adjust-
ments to the Basel Il advanced IRBA approach are necessary

a) b) c) d) e)
Assignment of EAD/Carrying PD (Probability LGD (Loss LIP (Loss

portfolio Amount of Default) Given Default) Identification
(Exposure at /Emergence

Default/expect Period)
ed amount of

the debt at

term of default)

EL Expected Loss, EAD = Exposure at Default, PD = Probability of Default LGD = Loss Given

) A = -.ln"‘llm‘-inth‘llna- C1E ril"' 1‘ e




Loss Models - The LIP concept

Default loss events identified (impaired):
¢ Significant: Individual impairment measurement
¢ Not significant: Portfolio measurement

IL = IA*1*LGD (no consideration of LIP as it is in default)

Loss Event Loss Identification  No identification of loss events (non impaired):

N \ * Portfolio measurement
*x P o

~ J IL = IA*PD*LGD*LIP

Loss |dentification Period (LIP)

0
°
0
=
N
N
0
i
ge)
0
.
.
3
Q
=

31.12.2006 31.12.2007

1-year-PD

/"’* Expected Loss =

P
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gumpulkan Data - ..

Migrasi di th 2007 atas Balance 2006
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7_ Desember 2006
I:fUmur Tunggakar| Saldo 0 Hari 1-30 Hari 31-60 Hari 61-90 Hari 91-120 Hari 121-180 Hari > 180 Hari Hapus Buku Pembayaran Jumlah
{0Hari 1,106,153,940.30 | 695,154,480.80 | 65,905,950.90 | 161,408,6 e [ ) 198,617,152.60 | 1,916,010.80 0.00 0.00| 1,106,153,940.30| |-
- 233,814,998.60 0.00 0.00 | 184,532,767.6( © 000 000 0.00 0.00| 233,814,998.60 | -
203,404,238.40 0.00 0.00 | 139,859,817.40 [163) ~0.00 0.00 0.00 0.00|  203,404,238.40| -
42,320,981.90 0.00 0.00 0.00 . 0.00| 6,944,444.20 0.00 0.00 42,320,981.90
44,762,679.70 0.00 0.00 0.00 0.00| 22,582,605.40 [117,240,720.70 | 4,939,353.60 0.00 0.00 44,762,679.70
100,393,519.20 0.00 0.00 0.00 0.00| 44,611,261.60 | 30,731,884.30 [$125,050,373.30 0.00 0.00| = 100,393,519.20
126,544, 108.70 0.00 0.00 0.00 0.00| 13,720, 866 50| _8638,760.30| 35,559,606.70 || 38,488,579.60 30,136,295.60 | . 126,544,108.70
] Desember 2006 Mlgra5| di th 2007 atas Balance 2006
& PDto HB
] CLICT 61-90 Hari 91-120 Hari 121-180 Hari > 180 Hari Hapus Buku Pembayaran Jumlah 2006-2007
Tunggakan Saldo
ar | 1,106,153,94030 PRI GIA0%, | | BIERT5% 8.92%| - 0.17% 0.00% 0.00% 100.00%
©0233,814,998.60| A PR 21.08% 0.00% 0.00% 0.00% 0.00% 100.00%
139,859,817.40|  0.00%|  0.00%| = 68.76%| 31.24%]| 0.00% 0.00% 0.00% 0.00% 0.00% 100.00%
| 42,320,981.90 | 31.98%| 0 51.61% 0.00% 16.41% 0.00% 0.00% 100.00% | -
o 44,762,679.70 | ©0.00%) 50.45% 38.52% 11.03% 0.00% 0.00% 100.00% :
! w - 44.40% 30.61% 24.95% 10.00% 0.00% ©100.00%| |7
,,,,, 0, 0, 0, 0, 0,



SUMMARY PD-LGD-CKPN

PERHITUNGAN % CK#

Saldo 2006

PDTO HB
2006- 2007

PD TO HB
2007- 2008

PDTO HB
2008-2009

PD

LGD

r1?106-153’940v3o:553- ,201,319.80 | 22,033.60| 1. - 2.03%| 0.13% 1.31%| 72.07%
©233,814,998.60 | :§.f€ 35%| 0. : 0.55% 1.36%| 72.07%
13985981740:515- i 0| 57%|  0.62%|  0.17% 1.12%| 72.07%

~ 8.23%|

0.59%

3.89%

72.07%

6.28%

12.49%

0.65%

6.47%

72.07%

7.59%

21.37%

3.12%

10.69%

72.07%

30.42%

38.91%

41.08%

36.80%

72.07%
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