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1 Overview 

1.1 The Basel Committee on Banking Supervision (“BCBS”) had published the 
following final standards to revise the Basel III Capital Framework – 

 “Capital requirements for Banks’ Equity Investments in Funds” (press (a)
release: http://www.bis.org/press/p131213.htm); 

 “The Standardised Approach for Measuring Counterparty Credit Risk (b)
Exposures” (press release: http://www.bis.org/press/p140331.htm); 

 “Capital Requirements for Bank Exposures to Central Counterparties” (c)
(press release: http://www.bis.org/press/p140410.htm); and  

 “Revised Pillar 3 Disclosure Requirements” (press release: (d)
http://www.bis.org/bcbs/publ/d309.htm). 

1.2 This consultation paper sets out MAS’ proposed amendments to MAS Notice 
637 on Risk Based Capital Adequacy Requirements for Banks Incorporated in Singapore 
(“the Notice”), to implement requirements for Singapore-incorporated banks that are 
consistent with the final standards issued by the BCBS. The proposed amendments to 
Part VII of the Notice will enhance the risk capture of banks’ equity exposures and 
counterparty credit risk exposures (including exposures to central counterparties). In 
addition, the revised Pillar 3 disclosure requirements will enable market participants to 
better compare banks’ disclosures of risk-weighted assets, and improve consistency of 
disclosures. Technical revisions to Part VI of the Notice are also proposed to clarify the 
regulatory capital treatment for investments in unconsolidated entities. The draft 
amendments to the Notice are appended in Annex 1. 

1.3 The proposed amendments are intended to take effect from 1 January 2017, 
other than the proposed amendments to Part XI of the Notice. Singapore-incorporated 
banks are to publish their first standalone Pillar 3 report which complies with the revised 
disclosure requirements, from the date of publication of their first set of financial 
statements relating to a balance sheet on or after 31 December 2016. 

1.4 MAS invites comments from Singapore-incorporated banks and other 
interested parties.  

Please note that all submissions received will be published and attributed to the 
respective respondents unless they expressly request MAS not to do so.  As such, if 
respondents would like (i) their whole submission or part of it, or (ii) their identity, or 
both, to be kept confidential, please expressly state so in the submission to MAS. In 
addition, MAS reserves the right not to publish any submission received where MAS 
considers it not in the public interest to do so, such as where the submission appears 
to be libellous or offensive. 

http://www.bis.org/press/p131213.htm
http://www.bis.org/press/p140331.htm
http://www.bis.org/press/p140410.htm
http://www.bis.org/bcbs/publ/d309.htm
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1.5 Please submit written comments by 4 December 2015 to – 

Prudential Policy Department 
Monetary Authority of Singapore 
10 Shenton Way, MAS Building 
Singapore 079117 
Fax: (65) 6220 3973 
Email: policy@mas.gov.sg  

1.6 Electronic submission is encouraged. We would appreciate that you use this 
suggested format template for your submission to ease our collation efforts. You can 
access the template here.  

 
 

 

  

http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/9%20Oct%202015%20Template%20for%20Response%20to%20Consultation%20Paper.docx
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Disclaimer: This version of the amendments to MAS Notice 637 is in draft form and is 
subject to change. 
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PROPOSED AMENDMENTS TO PART II (DEFINITIONS) 
 
The section lays out Part II of MAS Notice 637 (Definitions) in its entirety, with proposed 
amendments in tracked changes. 
 
 
 
2.1.1 The expressions used in this Notice are defined in the Glossary at Annex 2A.   
 
2.1.2 The expressions used in this Notice shall, except where defined in this Notice or 
where the context otherwise requires, have the same meanings as in the Banking Act. 
 
2.1.3 Any reference to a paragraph, Sub-division, Division, Part or Annex is a reference 
to a paragraph, Sub-division, Division, Part or Annex in this Notice unless otherwise 
specified.   
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Annex 2A 
 

GLOSSARY  
 
α means –  

(a) in relation to the CCR internal models method, the alpha 
factor set out in paragraph 2.14 of Annex 7Q of Part VII; and 

(b) in relation to the BIA, 15%; 
 

β means – 
(a) in relation to the CCR standardised method, the fixed beta 
factor set out in paragraph 1.1 of Annex 7P of Part VII; and 
(b) in relation to the SA(OR) and the ASA, the fixed beta 
factor set out for each business line in Table 9-2 of Part IX;  
 

ABCP programme 
or asset-backed 
commercial paper 
programme  
 

means a programme where commercial paper with an original 
maturity of one year or less which is backed by assets or other 
exposures held in a bankruptcy-remote SPE is predominantly 
issued;  

ABCP programme 
sponsor 

means an entity which –  
(a) establishes an ABCP programme; 
(b) approves the sellers of exposures permitted to participate in 

an ABCP programme; 
(c) approves the asset pools to be purchased by an ABCP 

programme; or 
(d) administers the ABCP programme by monitoring the assets 

backing the asset-backed commercial paper, arranging for 
the placement of securities, compiling monthly reports or 
ensuring compliance with the ABCP programme documents 
and with the credit and investment policy of the ABCP 
programme; 

 
Accounting 
Standards 

has the same meaning as in section 4(1) of the Companies Act 
(Cap. 50);  
 

affiliate  
 

means,  
(a) an entity that has a beneficial interest in 20% or more of 

the total number of ordinary shares or controls 20% or 
more of the voting power in the Reporting Bank, or  

(b) an entity in which the Reporting Bank has a beneficial 
interest in 20% or more of the total number of ordinary 
shares or controls 20% or more of the voting power in the 
entity, or 

(c) an entity in which a related corporation of the Reporting 
Bank has a beneficial interest in 20% or more of the 
number of ordinary shares or controls 20% or more of the 
voting power in the entity; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 
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A-IRBA or 
advanced IRBA 

in relation to the IRBA wholesale asset class, means the 
approach under the IRBA under which a Reporting Bank uses its 
own estimates of PD, LGD and EAD;  
 

allocation 
mechanism 

in relation to the AMA where a Reporting Bank is a subsidiary of 
a banking institution incorporated outside Singapore, means the 
methodology used by the Reporting Bank to determine its 
operational risk capital based on an allocation of the operational 
risk capital of the banking institution incorporated outside 
Singapore; 
 

AMA or advanced 
measurement 
approach 

means the approach for calculating operational risk capital 
requirements set out in Division 5 of Part IX or, if the reference 
is to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements;  
 

AMA elements means the internal and relevant external data on operational risk 
losses, scenario analysis and factors reflecting the business 
environment and internal control systems; 
 

AMA exposure  means any exposure for which a Reporting Bank is using the 
AMA to calculate its operational risk capital requirement; 
 

ASA or alternative 
standardised 
approach 

means the approach for calculating operational risk capital 
requirements set out in Division 4 of Part IX or, if the reference 
is to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
 

asset class  means – 
(a) in relation to the SA(CR), one of the classes of exposures set 

out in Sub-division 1 of Division 3 of Part VII; and 
(b) in relation to the IRBA, one of the classes of exposures set 

out in Sub-division 4 of Division 4 of Part VII; 
 

associate has the same meaning as “associate” under the Accounting 
Standards;  

 
AT1 Capital or 
Additional Tier 1 
Capital 
 

means -  
(a) in relation to a Reporting Bank, the sum of items set out in 

paragraph 6.2.1; and 
(b) in relation to a subsidiary of a Reporting Bank, the sum of 

items set out in paragraph 6.2.1, where a reference to 
“Reporting Bank” shall be construed as a reference to “the 
subsidiary of the Reporting Bank”; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 
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AT1 capital 
instrument 
 

means a capital instrument which complies with the 
requirements set out in paragraph 6.2.2; 

 
Banking Act means Banking Act (Cap. 19); 

 
banking book means all on-balance sheet and off-balance sheet exposures of a 

Reporting Bank other than its trading book positions; 
 

banking group means the Reporting Bank and its banking group entities; 
 

banking group 
entity 

means any subsidiary or any other entity which is treated as part 
of the Reporting Bank's group of entities according to Accounting 
Standards;  
 

banking institution means – 
(a) any bank licensed under the Banking Act; 
(b) any finance company licensed under the Finance Companies 

Act (Cap. 108); or 
(c) any entity which is approved, licensed, registered or 

otherwise regulated by a bank regulatory agency in a foreign 
jurisdiction to carry on banking business as defined in the 
Banking Act;  

 
bank regulatory 
agency 
 

in relation to a foreign jurisdiction, means an authority in the 
foreign jurisdiction exercising any function that corresponds to a 
regulatory function of the Authority under the Banking Act;  

 
BCBS means the Basel Committee on Banking Supervision; 

 
BE&IC means the business environment and internal control factors; 

 
BIA or basic 
indicator approach 

means the approach for calculating operational risk capital 
requirements set out in Division 2 of Part IX or, if the reference 
is to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
 

Board means the board of directors, or a designated committee of the 
board of directors;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

borrower grade in relation to wholesale exposures, means a risk category within 
the obligor rating scale of a rating system to which obligors are 
assigned on the basis of a specified and distinct set of rating 
criteria and from which estimates of PD are derived;  
 

capital 
investments 

in relation to a Reporting Bank, means all exposures of a capital 
nature, including – 
(a) any ordinary share; 
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(b) any preference share; 
(c) any instrument treated as regulatory capital in relation to 

any financial institution approved, licensed, registered or 
otherwise regulated by a regulatory agency; 

(d) any lending on non-commercial terms or which is not at 
arm’s length; and 

(e) any guarantee issued to third parties for the benefit of  
subsidiaries and major stake companies on non-commercial 
terms or which is not at arm’s length; 

  
CCF 
 

means credit conversion factor; 
 

CCP or central 
counterparty 

means a clearing facility that interposes itself between 
counterparties to contracts traded in one or more financial 
markets, becoming the buyer to every seller and the seller to 
every buyer and thereby ensuring the future performance of open 
contracts, through novation, an open offer system or other legally 
binding arrangements.  For the purposes of this Notice, a CCP is a 
financial institution;  

[MAS Notice 637 (Amendment) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
CCP RWA means the risk-weighted assets for exposures to CCPs calculated 

in accordance with Annex 7AJ;  

[MAS Notice 637 (Amendment) 2012] 
 

CCP trade 
exposures 

means current exposure, including the variation margin due to a 
clearing member but not yet received, potential future exposure 
and initial margin of a clearing member or a client of a clearing 
member arising from any OTC derivative transaction, exchange-
traded derivative transaction, or SFT, or long settlement 
transaction; 

[MAS Notice 637 (Amendment) 2012] 
 

CCR or 
counterparty credit 
risk 
 

means the risk that the counterparty to a transaction could default 
before the final settlement of the transaction’s cash flows;  
 

CCR internal 
models method 

means the method for calculating E or EAD, whichever is 
applicable, for any pre-settlement counterparty exposure arising 
from any OTC derivative transaction, long settlement transaction 
or SFT set out in Annex 7Q of Part VII or, if the reference is to any 
regulatory requirements of, or administered by, a bank regulatory 
agency other than the Authority, the equivalent under those 
requirements;  
 

CCR standardised 
method 

means the method for calculating E or EAD, whichever is 
applicable, for any pre-settlement counterparty exposure arising 
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 from any OTC derivative transaction or long settlement transaction  
set out in Annex 7P of Part VII or, if the reference is to any 
regulatory requirements of, or administered by, a bank regulatory 
agency other than the Authority, the equivalent under those 
requirements;  
 

CDR means cumulative default rate;  
 

CET1 Capital or 
Common Equity 
Tier 1 Capital 
 

means -  
(a)  in relation to a Reporting Bank, the sum of the items set out 

in paragraph 6.1.1; and 
(b)  in relation to a subsidiary of a Reporting Bank, the sum of 

items set out in paragraph 6.1.1, where a reference to 
“Reporting Bank” shall be construed as a reference to “the 
subsidiary of the Reporting Bank”; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
CET1 capital 
instrument 
 

means a capital instrument which compiles with the requirements 
set out in paragraph 6.1.2; 

 
[MAS Notice 637 (Amendment) 2014] 

 
CET1 CAR 
 

means Common Equity Tier 1 capital adequacy ratio, calculated in 
accordance with paragraph 4.1.1; 

  
CF means commodities finance; 

 
clean-up call means an option which permits the securitisation exposures to be 

called before all of the underlying exposures or securitisation 
exposures have been repaid.  In the case of a traditional 
securitisation, this is generally accomplished by repurchasing the 
remaining securitisation exposures once the underlying exposures 
or the outstanding securities issued have fallen below some 
specified level.  In the case of a synthetic securitisation, the clean-
up call may take the form of a clause that extinguishes the credit 
protection;  
 

clearing member means a member of, or a direct participant in, a CCP that is 
entitled to enter into a transaction with the CCP, regardless of 
whether it enters into trades with a CCP for its own hedging, 
investment or speculative purposes or whether it also enters into 
trades as a financial intermediary between the CCP and other 
market participants. Where a CCP has a link to a second CCP, 
that second CCP shall be treated as a clearing member of the 
CCPAA; 

                                                 
AA  Whether the second CCP’s collateral contribution to the first CCP is treated as initial margin or a default 

fund contribution shall depend upon the legal arrangement between the CCPs.  A Reporting Bank shall 
consult the Authority to determine whether such collateral contribution by the second CCP to the first CCP 
should be treated as an initial margin or default fund contribution.  The Authority intends to consult and 
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[MAS Notice 637 (Amendment) 2012] 
 

client 
 

in relation to a clearing member, means a party to a transaction 
with a CCP through either the clearing member acting as a 
financial intermediary, or the clearing member guaranteeing the 
performance of the client to the CCP;  

[MAS Notice 637 (Amendment) 2012] 
[MAS Notice 637 (Amendment) 2014] 

 
client sub-account in relation to a clearing member, means all transactions that it 

enters into with a client, acting as a financial intermediary 
between the client and the CCP, and collateral posted by such a 
client, that is held separately from the clearing member’s  
proprietary transactions and collateral; 
 

CM or capital 
measure 

has the same meaning as Tier 1 Capital; 
 

[MAS Notice 637 (Amendment) 2014] 
 

controlled early 
amortisation 
provision 

means an early amortisation provision where the following 
requirements are complied with:  
(a) the originator has an appropriate capital and liquidity plan in 

place to ensure that it has sufficient capital and liquidity 
available in the event of an early amortisation; 

(b) throughout the duration of the transaction there is a pro-rata 
sharing of interest and principal, expenses, losses and 
recoveries based on the proportion of the originator’s interests 
and the investors’ interests in the receivables outstanding at 
the beginning of the month; 

(c) the amortisation period is sufficient for at least 90% of the 
total debt outstanding at the beginning of the amortisation 
period to have been repaid or recognised as in default; and 

(d) the speed of repayment is not more rapid than would be 
achieved by straight-line amortisation over the period set out 
in item (c);  

 
co-operative 
society 

means a co-operative society registered under the Co-operative 
Societies Act (Cap. 62); 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

core market 
participant 
 

means any of the entities listed in Annex 7L of Part VII; 

corporate 
exposure 

means – 
(a) in relation to the SA(CR), an exposure that falls within the 

                                                                                                                                                        
communicate with other financial services regulatory authorities via the “frequently asked questions” 
process of the Basel Committee on Banking Supervision to ensure consistency. 

[MAS Notice 637 (Amendment) 2012] 
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definition in paragraph 7.3.1(f); and 
(b) in relation to the IRBA, an exposure that falls within the 

definition in paragraph 7.4.15(a); 
 

corporation has the same meaning as in section 4(1) of the Companies Act, 
but includes a co-operative society; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
CPF means the Central Provident Fund Board constituted under section 

3 of the Central Provident Fund Act (Cap. 36);  
 

CPSS means Committee on Payment and Settlement Systems; 

[MAS Notice 637 (Amendment) 2012] 
 

CRE means commercial real estate; 
 

credit derivative means any contract which transfers the credit risk of a reference 
obligation or set of reference obligations from the protection buyer 
to the protection seller, such that the protection seller has an 
exposure to the reference obligation(s); 
 

credit 
enhancement 

means a contractual arrangement in which a Reporting Bank 
retains or assumes a securitisation exposure that, in substance, 
provides some degree of credit protection to other parties to the 
securitisation;  
 

credit RWA means the sum of all credit risk-weighted exposure amounts in 
respect of all credit exposures calculated as set out in paragraph 
7.1.1;  
 

credit-enhancing 
interest only strip 

means an on-balance sheet asset that represents a valuation of 
cash flows related to future margin income and is subordinated to 
the other securitisation exposures in a securitisation;  
 

CRM or credit risk 
mitigation 
 

means any technique used by a Reporting Bank to reduce the 
credit risk associated with any exposure which the Reporting Bank 
holds; 
 

cross-product 
netting 

means the netting between a Reporting Bank and a counterparty 
of pre-settlement counterparty exposures arising from 
transactions involving two or more of the following product 
categories: 
(a) OTC derivative transaction; 
(b) repo, reverse repo, securities or commodities lending 

transaction and securities or commodities borrowing 
transaction; 

(c) margin lending transaction. 
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CTP or correlation 
trading portfolio  

means a portfolio that incorporates – 
(a)  securitisation exposures and n-th-to-default credit derivatives 

meeting the following criteria: 
(i) the positions are neither resecuritisation positions, nor 

derivatives of securitisation exposures that do not 
provide a pro-rata share in the proceeds of a 
securitisation tranche (therefore excluding options on a 
securitisation tranche, or a synthetically leveraged 
super-senior tranche);  

(ii) all reference entities are single-name products, including 
single-name credit derivatives, for which a liquid two-
way market exists.  This will include commonly traded 
indices based on these reference entities;  

(iii) the positions do not reference an underlying exposure 
that would be treated as an SA(CR) exposure in the 
regulatory retail asset class, an SA(CR) exposure in the 
residential mortgage asset class, or an SA(CR) exposure 
in the CRE asset class; and  

(iv) the positions do not reference a claim on a special 
purpose entity, including any special purpose entity-
issued instrument backed, directly or indirectly, by a 
position  that would itself be excluded if held by a 
Reporting Bank directly, 

and  
 
(b) positions that hedge the securitisation exposures and n-th-to-

default credit derivatives described in paragraph (a) above, 
where –  

 
(i) the positions are neither securitisation exposures nor n-

th-to-default credit derivatives; and  
(ii) a liquid two-way market exists for the instrument by 

which the position is taken or its underlying exposures, 
 
and for the purpose of this definition, a two-way market is 
deemed to exist where there are independent bona fide offers to 
buy and sell so that a price reasonably related to the last sales 
price or current bona fide competitive bid and offer quotations can 
be determined within one day and trades settled at such price 
within a relatively short time conforming to trade custom; 

  
currency mismatch means a situation where an exposure and the collateral or credit 

protection provided in support of it are denominated in different 
currencies; 
 

current exposure means the larger of zero, or the market value of a transaction or 
portfolio of transactions within a netting set with a counterparty 
that would be lost upon the default of the counterparty, assuming 
no recovery on the value of those transactions in a bankruptcy or 
insolvency;  
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current exposure 
method 
 

means the method for calculating E or EAD, whichever is 
applicable, for any pre-settlement counterparty exposure arising 
from any OTC derivative transaction or long settlement transaction  
set out in Annex 7O of Part VII or, if the reference is to any 
regulatory requirements of, or administered by, a bank regulatory 
agency other than the Authority, the equivalent under those 
requirements;  
 

CVA or credit 
valuation 
adjustment 
 

in relation to a Reporting Bank, means an adjustment to the mid-
market valuation of the portfolio of trades with a counterparty, 
which reflects the market value of credit risk, and may include 
either the market value of the credit risk of the counterparty or 
the market value of the credit risk of both the Reporting Bank and 
the counterparty;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

CVA RWA means the risk-weighted assets for CVA calculated in accordance 
with Annex 7AI; 

  
default in relation to the IRBA, has the meaning in Annex 7X of Part VII; 

 
default fundAB  
 
 
 
 

means a fund established by a CCP, comprising the pre-funded or 
unfunded contributions of a CCP and its clearing members 
towards, or underwriting of, a CCP’s mutualised loss sharing 
arrangements, and includes initial margins posted to a CCP in the 
case where the CCP uses the initial margins to mutualise losses 
among clearing members; 

[MAS Notice 637 (Amendment) 2012] 
 

default fund 
exposure 

means exposure arising from contributions of a Reporting Bank to 
a default fund of a CCP; 

[MAS Notice 637 (Amendment) 2012] 
 

dilution  means any reduction in an amount receivable from a counterparty 
through cash or non-cash credits to the counterparty;  
 

double default 
framework 
 

means the framework for the recognition of credit protection for 
IRBA exposures set out in Annex 7G of Part VII; 
 

DvP  means delivery-versus-payment; 
 

EAD or exposure has the meaning in paragraph 4.1 of Annex 7Y of Part VII; 

                                                 
AB  A default fund may also be known as clearing deposits, guaranty fund deposits or any other name. The 

description given by a CCP to its mutualised loss sharing arrangements is not determinative of the status of 
the arrangement as a default fund, rather, the substance of such arrangements shall govern its status as a 
default fund. 

[MAS Notice 637 (Amendment) 2012] 
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at the time of 
default 
 
early amortisation 
exposure 
 

means any securitisation exposure or class of securitisation 
exposures for which a Reporting Bank is subject to the early 
amortisation treatment in accordance with Sub-division 6 of 
Division 6 of Part VII; 
 

early amortisation 
provision 

means a contractual clause which requires on the occurrence of 
defined events, an investor’s position to be redeemed prior to the 
original maturity of the securities issued;  
 

ECAI means an external credit assessment institution, and includes all 
entities trading under the trade name of that external credit 
assessment institution; 

[MAS Notice 637 (Amendment) 2014] 
 

EE or expected 
exposure 

means the average of the distribution of exposures at any 
particular future date before the longest maturity transaction in 
the netting set matures; 
 

effective EE means as at a specific date, the maximum EE that occurs at that 
date or any prior date.  Alternatively, it may be defined for a 
specific date as the greater of the expected exposure at that date, 
or the effective EE at the previous date;  
 

effective EPE means the weighted average over time of effective EEs over the 
first year of future exposures, or if all the contracts within the 
netting set mature before one year, over the time period of the 
longest maturity contract in the netting set, where the weights are 
the proportion that an individual effective EE represents of the 
entire time interval; 
 

EL or expected 
loss 

in relation to the IRBA, means the ratio of the amount expected to 
be lost on an exposure arising from a potential default of a 
counterparty, dilution or both, over a one-year period to the 
amount outstanding at default; 
 

EL amount 
 

has the meaning in Sub-division 14 of Division 4 of Part VII; 

eligible CRE  means any CRE held as collateral where the requirements and 
guidelines set out in Annex 7F of Part VII are satisfied;  
 

eligible credit 
protection 

means any guarantee (or other instrument as the Authority may 
allow) or credit derivative where the requirements and guidelines 
set out in Annex 7F of Part VII are satisfied; 
 

eligible financial 
collateral 

means – 
(a) in relation to the FC(SA), one or more types of collateral set 

out in paragraph 2.2 of Annex 7F of Part VII; and  
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(b) in relation to the FC(CA), one or more types of collateral set 
out in paragraph 2.3 of Annex 7F of Part VII, 

where the requirements and guidelines set out in Annex 7F of Part 
VII are satisfied;  
 

eligible IRBA 
collateral 

means one or more types of collateral set out in paragraph 2.5 of 
Annex 7F of Part VII where the requirements and guidelines set 
out in that Annex are satisfied; 
 

eligible liquidity 
facility 

in relation to the SA(SE) or IRBA(SE), means a liquidity facility 
where the following requirements are complied with –   
(a) the facility documentation clearly identifies the nature, 

purpose and extent of any undertaking or commitment 
provided to the SPE, and limits the circumstances under which 
it may be drawn;  

(b) the facility is limited to a specified amount and duration, 
unless the Reporting Bank is able to withdraw, at its absolute 
discretion, the facility at any time with a reasonable period of 
notice; 

(c) any draw made under the facility is provided to the SPE and 
not directly to investors, and is limited to the amount that is 
likely to be repaid fully from the liquidation of the underlying 
exposures and any seller-provided credit enhancements;  

(d) the facility does not cover any losses incurred in the 
underlying exposures prior to a draw, and is not structured 
such that draw-down is certain (as indicated by regular or 
continuous draws or continuous revolving funding); 

(e) the facility is subject to an asset quality test that precludes it 
from being drawn to cover credit risk exposures where the 
obligor(s) are in default;  

(f) if the exposures that the liquidity facility is required to fund 
are securities with an external credit assessment by a 
recognised ECAI, the facility is used to fund only securities 
that have a credit quality grade of “8” or better or a short-
term credit quality grade of “III” or better as set out in Tables 
7R-3 and 7R-4, respectively, of Annex 7R of Part VII at the 
time of funding; 

(g) the facility cannot be drawn after all applicable (e.g. 
transaction-specific and programme-wide) credit 
enhancements from which the facility would benefit have been 
exhausted;  

(h) repayment of draws on the facility is not subordinated to any 
interests of any note holder in the programme or subject to 
deferral or waiver; 

(i) the obligations of the Reporting Bank under the facility are 
standalone from its obligations under any other facility, 
commitment or undertaking provided by the Reporting Bank; 
and 

(j) either – 
(i) an independent third party co-provides 25% of the 
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liquidity facility that is to be drawn and re-paid on a pro-
rata basis; or 

(ii) all the underlying exposures have a credit quality grade 
of “3” or better or a short-term credit quality grade of 
“III” or better as set out in Tables 7R-1 and 7R-2, 
respectively, of Annex 7R of Part VII, and the facility 
documentation expressly provides that the Reporting 
Bank may reduce (and ultimately withdraw) its funding if 
the external credit assessment of the exposures falls to a 
credit quality grade of “4” or worse or to a short-term 
credit quality grade of “IV” as set out in Tables 7R-1 and 
7R-2, respectively, of Annex 7R of Part VII;  

 
eligible physical 
collateral 

means any physical collateral where the requirements and 
guidelines set out in Annex 7F of Part VII are satisfied; 
 

eligible protection 
provider 

means -  
(a) in the case of a Reporting Bank using the SA(CR), SA(EQ), 

SA(SE) or IRBA(SE), a guarantor or protection seller which is 
–  
(i) a central government, a central bank, the Bank for 

International Settlements, the International Monetary 
Fund, the European Central Bank or the European 
Community; 

(ii) an MDB;  
(iii) a PSE; 
(iv) a banking institution; or 
(v) in the case where the credit protection is –  

(A) not provided for a securitisation exposure, any 
other entity with an external credit assessment by 
a recognised ECAI; or 

(B) provided for a securitisation exposure, any other 
entity which has a credit quality grade of “2” or 
better as set out in Table 7R-1 of Annex 7R of Part 
VII at the time the credit protection was provided, 
and a credit quality grade of “3” or better as set out 
in Table 7R-1 of Annex 7R of Part VII during the 
period of recognition of the effects of CRM;  

(b) in the case of a Reporting Bank adopting the F-IRBA and not 
intending to use the double default framework, a guarantor or 
protection seller which is – 
(i) any entity in paragraphs (a)(i) to (v) above; or 
(ii) any entity which is internally rated; and 

(c) in the case of a Reporting Bank adopting the F-IRBA and 
intending to use the double default framework, a guarantor or 
protection seller which complies with the requirements set out 
in paragraph 3.1 of Annex 7G of Part VII; 

 
eligible purchased 
receivables 

in relation to the IRBA, means any exposure that falls within the 
definition in paragraph 7.4.18; 
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exposure 
 
eligible receivables means any financial receivables held as collateral where the 

requirements and guidelines set out in Annex 7F of Part VII are 
satisfied; 

 
eligible RRE 

 
means any RRE held as collateral where the requirements and 
guidelines set out in Annex 7F of Part VII are satisfied; 

  
Eligible Total 
Capital 

in relation to a Reporting Bank or subsidiary of the Reporting 
Bank, means the sum of Tier 1 Capital and Tier 2 Capital; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
  
EM or exposure 
measure 

means the amount as calculated in accordance with paragraph 2.3 
of Annex 4A; 
 

[MAS Notice 637 (Amendment) 2014] 
 

EPE or expected 
positive exposure  

means the weighted average over time of EEs over the first year, 
or if all the contracts within the netting set mature before one 
year, over the time period of the longest maturity contract in the 
netting set, where the weights are the proportion that an 
individual EE represents of the entire time interval;  
 

equity exposure 
 

has the meaning given to it in Sub-division 1 of Division 5 of Part 
VII; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

ESR or excess 
spread ratio 
 

in relation to securitisation exposures with early amortisation 
features, means the ratio of the 3-month average excess spread 
to the point at which a Reporting Bank is required to trap excess 
spread as economically required by the structure, expressed as a 
percentage; 
 

excess spread means any gross finance charge collections and other income 
received by the trust or SPE after deducting certificate interest, 
servicing fees, charge-offs, and other senior trust or SPE 
expenses;  
 

facility grade in relation to wholesale exposures, means a risk category within 
the facility rating scale of a rating system to which exposures are 
assigned on the basis of a specified and distinct set of rating 
criteria and from which estimates of LGD are derived; 
  

FBA or fall-back 
approach 
 

means the method for calculating the credit risk-weighted 
exposure amounts for equity investment in funds held in the 
banking book set out in Sub-division 5 of Division 5 of Part VII; 
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FC(CA) or financial 
collateral 
comprehensive 
approach 
 

means the method for calculating the effects of CRM arising from 
eligible financial collateral set out in Annex 7I of Part VII; 
 

FC(SA) or financial 
collateral simple 
approach  
 

means the method for calculating the effects of CRM arising from 
eligible financial collateral set out in Sub-division 4 of Division 3 of 
Part VII; 
 

financial institution 
 

means an entity the principal activity of which is to carry on 
business in one or more of the following activitiesB,C: 
(a) banking business;  
(b) insurance business; 
(c) dealing or trading in securities, exchange-traded derivatives 

or OTC derivatives, whether as an agent or on a proprietary 
basis; 

(d) foreign exchange trading and leveraged foreign exchange 
trading, whether as an agent or on a proprietary basis;  

(e) advising on corporate finance; 
(f) fund management; 
(g) real estate investment trust management; 
(h) securities financing; 
(i) providing custodial services; 
(j) operating an exchange, trading system or market; 
(k) providing central counterparty services;  
(l) operating a payment system, securities depository, securities 

settlement system or trade repository; 
(m) providing financial advisory services; 
(n) insurance broking; 
(o) trust business; 
(p) money broking; 
(q) money-changing business; 
(r) remittance business; 
(s) lending; 
(t) factoring; 
(u) leasing; 
(v) provision of credit enhancements; 
(w) securitisation; or 
(x) such other business that the Authority may specify from time-

to-time; 
  
financial year has the same meaning as in section 4(1) of the Companies Act 

(Cap. 50); 
  

F-IRBA or 
foundation IRBA  

in relation to the IRBA wholesale asset class, means the approach 
under the IRBA under which a Reporting Bank uses its own 
estimates of PD but not its own estimates of LGD and EAD; 

                                                 
B This includes a financial holding company which is not an operating entity that holds as a subsidiary, a 

banking institution or an insurance subsidiary. 
[MAS Notice 637 (Amendment No. 2) 2014] 

C  For avoidance of doubt, this includes any entity that is approved, licensed, registered or otherwise 
regulated by the Authority, or any foreign entity that carries out activities which, if carried out in 
Singapore, would have to be approved, licensed, registered or otherwise regulated by the Authority.  
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FRA means a forward rate agreement; 

 
FRS 39 means the Singapore Financial Reporting Standard 39; 

 
funded credit 
protection 
 
 
 
 
 

means a CRM where the reduction of the credit risk of an exposure 
of a Reporting Bank is derived from the right of the Reporting 
Bank, in the event of the default of a counterparty or on the 
occurrence of other specified credit events relating to the 
counterparty, to liquidate, to obtain transfer or appropriation of, or 
to retain, certain assets or amounts; 
 

gain-on-sale means any increase in the equity of a Reporting Bank which is an 
originator resulting from the sale of underlying exposures in a 
securitisation; 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

general wrong-way 
risk 

means the risk that arises when the probability of default of 
counterparties is positively correlated with general market risk 
factors; 
 

hedging set means a group of risk positions from the transactions within a 
single netting set for which only their balance is relevant for 
determining the E or EAD, whichever is applicable, within which 
full or partial offsetting is recognised for the purpose of calculating 
the potential future exposure under the SA-CCR standardised 
method; 
 

higher level client in relation to a multi-level client structure, means the financial 
institution providing clearing services for exposures between 
clients and clients of clients; 
 

house sub-account in relation to a clearing member, means all transactions conducted 
for its proprietary purposes and collateral of the clearing member 
that is posted for such transactions, and that are held separately 
from transactions conducted by the clearing member acting as a 
financial intermediary between the CCP and its client and collateral 
posted by such clients, in client sub-accounts; 
 

HVCRE 
 

means high-volatility commercial real estate; 

IA means the internal audit function or an equally independent 
function of a Reporting Bank; 
 

IAM or internal 
assessment 
method 

means the method for calculating credit risk-weighted exposure 
amounts for securitisation exposures set out in Annex 7AF of Part 
VII or, if the reference is to any regulatory requirements of, or 
administered by, a bank regulatory agency other than the 
Authority, the equivalent under those requirements;  
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ICA or 
independent 
collateral amount 

means the amount of collateral other than variation margin posted 
by the counterparty that the Reporting Bank may seize upon 
default of the counterparty, which does not change in response to 
the value of transactions it secures, and includes the Independent 
Amount parameter defined in standard industry documentationD;  
 

ICAAP 
 

means internal capital adequacy assessment process; 

IMA or internal 
models approach 

means the approach for calculating market risk capital 
requirements set out in Division 3 of Part VIII or, if the reference 
is to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
 

IMA exposure means any exposure for which a Reporting Bank is using the IMA 
to calculate its market risk capital requirement; 
 

IMM or internal 
models method 

means the method for calculating credit risk-weighted exposure 
amounts for IRBA(EQ) exposures set out in Sub-division 4 of 
Division 5 of Part VII or, if the reference is to any regulatory 
requirements of, or administered by, a bank regulatory agency 
other than the Authority, the equivalent under those 
requirements;  
 

implicit support means any support that a Reporting Bank provides to a 
securitisation in excess of its predetermined contractual 
obligations; 
  

initial margin  in relation to exposures to a CCP, means funded collateral of a 
clearing member or a client of a clearing member posted to the 
CCP to mitigate the potential future exposure of the CCP to the 
clearing member arising from the possible future change in value 
of their transactions, but shall not include any contribution to a 
CCP for mutualised loss sharing arrangements. This includes 
collateral deposited by a clearing member or a client of a clearing 
member in excess of the minimum amount required, provided the 
CCP or clearing member may, in appropriate cases, prevent the 
clearing member or the client of a clearing member from 
withdrawing such excess collateral; 

[MAS Notice 637 (Amendment) 2012] 
 

insurance 
subsidiary 

means a subsidiary which carries on insurance business as an 
insurer; 
 

internal loss data in relation to the AMA, means the internal data on operational risk 

                                                 
D  For example, the 1992 (Multicurrency-Cross Border) Master Agreement and the 2002 Master Agreement 

published by the International Swaps & Derivatives Association, Inc. (ISDA Master Agreement). The ISDA 
Master Agreement includes the ISDA CSA: the 1994 Credit Support Annex (Security Interest – New York 
Law), or, as applicable, the 1995 Credit Support Annex (Transfer – English Law) and the 1995 Credit 
Support Deed (Security Interest – English Law). 
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losses;  
 

IOSCO means the International Organisation of Securities Commissions; 
 

IPRE means income-producing real estate; 
  
IRBA or internal 
ratings-based 
approach  

means the approach for calculating credit risk-weighted exposure 
amounts set out in Division 4 of Part VII or, if the reference is to 
any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
  

IRBA adoption 
date 

means the date from which a Reporting Bank begins using the 
IRBA for calculating any part of its regulatory capital 
requirements; 
 

IRBA asset class means any one of the classes of exposures belonging to the IRBA 
wholesale asset class, the IRBA retail asset class or the IRBA 
eligible purchased receivables asset class; 
 

IRBA asset sub-
class 

in relation to IRBA, means any one of the classes of exposures set 
out in paragraphs 7.4.15 to 7.4.18; 
 

IRBA eligible 
purchased 
receivables asset 
class 
 

in relation to the IRBA, means the class of exposures comprising 
eligible purchased receivables exposures; 

IRBA exposure means any exposure for which a Reporting Bank is using the IRBA 
to calculate its credit risk-weighted exposure amount; 
 

IRBA parameters means PD, LGD and EAD; 
 

IRBA retail asset 
class 

in relation to the IRBA, means the class of exposures comprising 
retail exposures;  
 

IRBA wholesale 
asset class 

in relation to the IRBA, means the class of exposures comprising 
wholesale exposures; 
 

IRBA(EQ) or 
internal ratings-
based approach for 
equity exposures 

means the approach for calculating credit risk-weighted exposure 
amounts for equity exposures set out in Sub-division 4 of Division 
5 of Part VII or, if the reference is to any regulatory requirements 
of, or administered by, a bank regulatory agency other than the 
Authority, the equivalent under those requirements;  
 

IRBA(EQ) 
exposure 

means any equity exposure for which a Reporting Bank is using 
the IRBA(EQ) to calculate its credit risk-weighted exposure 
amount; 
 

IRBA(SE) or means the approach for calculating credit risk-weighted exposure 
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internal ratings-
based approach for 
securitisation 
exposures 

amounts for securitisation exposures set out in Sub-division 5 of 
Division 6 of Part VII or, if the reference is to any regulatory 
requirements of, or administered by, a bank regulatory agency 
other than the Authority, the equivalent under those 
requirements;  
 

IRBA(SE) exposure means any securitisation exposure for which a Reporting Bank is 
using the IRBA(SE) to calculate its credit risk-weighted exposure 
amount; 
 

IRC or incremental 
risk charge 

means the capital charges on incremental default and credit 
migration risks of positions which are subject to specific risk;  
 

ISDA means the International Swaps and Derivatives Association; 
  
IT means information technology; 

 
 

JTD or jump to 
default 

means an event where a credit exposure defaults before the 
market has factored its increased default risk into its current credit 
spreads; 

 
JTD01 means the estimated decline in the mark-to-market value 

associated with a JTD of an entity, assuming a zero recovery rate 
for the entity’s liabilities; 

 
LGD or loss given 
default 

in relation to the IRBA, has the meaning in paragraph 3.1 of 
Annex 7Y of Part VII; 
 

long settlement 
transaction 

means any transaction where a counterparty undertakes to deliver 
a security, a commodity or a foreign exchange amount against 
cash, other financial instruments or commodities, or vice versa, at 
a settlement or delivery date which is contractually specified as 
more than the lower of the market standard for this particular 
transaction type and five business days after the date on which 
the Reporting Bank enters into the transaction; 
 

loss in relation to the IRBA, means any economic loss on an exposure 
as described in Annex 7Y of Part VII; 
 

lower level client in relation to a multi-level client structure, means the financial 
institution clearing through a client for exposures between clients 
and clients of clients; 
 

LR or leverage 
ratio 

means the percentage calculated in accordance with paragraph 
1.1 of Annex 4A; 

 [MAS Notice 637 (Amendment) 2014] 
 

LTA or look- means the method for calculating the credit risk-weighted 
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through approach 
 

exposure amounts for equity investment in funds held in the 
banking book set out in Sub-division 5 of Division 5 of Part VII; 
 

M or effective 
maturity 

in relation to the IRBA, means the maturity of an exposure, 
determined in the manner set out in Annex 7Z of Part VII; 
 

major stake 
company 

in relation to a Reporting Bank, means any company in which the 
Reporting Bank is deemed, by virtue of section 32(7) of the 
Banking Act, to hold a major stake; 
 

margin agreement means any contractual agreement or any terms and conditions of 
an agreement, where one counterparty has to supply collateral to 
a second counterparty when an exposure of that second 
counterparty to the first counterparty exceeds a specified level; 
 

margin lending 
transaction 

means a transaction in which a Reporting Bank extends credit in 
connection with the purchase, sale, carrying or trading of 
securities, where the loan amount is collateralised by securities 
whose value is generally greater than the amount of the loan, and 
does not include other loans that happen to be collateralised by 
securities;  
 

margin period of 
risk 

means the time period from the last exchange of collateral 
covering a netting set of transactions with a defaulting 
counterparty until that counterparty is closed out and the resulting 
market risk is re-hedged; 
 

margin threshold means the largest amount of an exposure that remains 
outstanding until one party has the right to call for collateral; 
 

market RWA means the risk-weighted assets for market risks determined in the 
manner set out in Part VIII; 
 

maturity mismatch means a situation where the residual maturity of the credit risk 
mitigant is less than the residual maturity of the underlying credit 
exposure; 
 

MBA or mandate-
based approach 

means the method for calculating the credit risk-weighted 
exposure amounts for equity investment in funds held in the 
banking book set out in Sub-division 5 of Division 5 of Part VII; 
 

MDB means a multilateral development bank; 
 

multi-level client 
structure 

means any structure in which clearing services are provided to a 
Reporting Bank by a financial institution which is not a direct 
clearing member, but is itself a client of a clearing member or a 
client of another client of a clearing member; 

 
n-th-to-default 
credit derivative 

 
means a contract where –  
(a) the payoff is based on the n-th asset to default in a basket of 



 
 
Monetary Authority of Singapore         26 
 

underlying reference instruments; and  
(b) the transaction terminates and is settled once the n-th default 

occurs; 
 

netting means bilateral netting, including – 
(a) netting by novation, where obligations between two 

counterparties to deliver a given currency on a given value 
date under a transaction are automatically amalgamated with 
all other obligations under other transactions to deliver on the 
same currency and value date, thereby extinguishing former 
transactions with a single legally binding new transaction; and 

(b) close-out netting, where some or all of the ongoing 
transactions between two counterparties are terminated due 
to the default of either counterparty or upon the occurrence of 
a termination event as defined in the netting agreement, 
whereupon the values of such transactions are combined and 
reduced to a single payable sum, 

 

but excluding payments netting which is designed to reduce 
the operational cost of daily settlements, where the gross 
obligations of the counterparties are not in any way affected; 

 

netting agreement means any agreement which effects netting between two 
counterparties, or any other arrangement to effect netting, which 
does not contain a walkaway clause1; 
 

netting set means a group of transactions between two counterparties that is 
subject to a qualifying bilateral netting agreement or a qualifying 
cross-product netting agreement, as the case may be; any 
transaction which is not subject to a qualifying bilateral netting 
agreement or a qualifying cross-product netting agreement shall 
be deemed a netting set; 
                                                                                                                                                                                                          

NGR means the ratio of the net current replacement cost to the gross 
current replacement cost;  
 

NICA or net 
independent 
collateral amount 

means the amount of segregated and unsegregated collateral 
posted by the counterparty less the unsegregated collateral posted 
by the Reporting Bank, and in relation to the Independent Amount 
defined in standard industry documentation, takes into account 
the differential of Independent Amount required for the Reporting 

                                                 
1  “Walkaway clause” means any provision which permits a party to a netting agreement that is not in default 

to make limited payments or no payments at all, to a defaulting party under the same netting agreement, 
even if the party that is in default is a net creditor under the netting agreement. 



 
 
Monetary Authority of Singapore         27 
 

Bank minus Independent Amount required for the counterparty1A; 
 

non-controlled 
early amortisation 
provision 
 

means an early amortisation provision where the requirements of 
a controlled early amortisation provision are not complied with; 

OF means object finance; 
 

offsetting 
transaction 

means the transaction leg between a clearing member and the 
CCP when the clearing member acts on behalf of a client, for 
example, when a clearing member clears or novates a client’s 
trade; 

[MAS Notice 637 (Amendment) 2012] 
 

operating entity means an entity that is conducting business with the intention of 
earning a profit in its own right; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

operational risk means the risk of loss resulting from –  
(a) inadequate or failed internal processes;  
(b) actions or omissions of persons; 
(c) systems; or 
(d) external events,  
including legal risk1A1B, but does not include strategic or 
reputational risk;  
 

operational RWA means the risk-weighted assets for operational risks determined in 
the manner set out in Part IX; 
                                       

originator means – 
(a) an entity which, either itself or through related entities, 

directly or indirectly, creates the exposure being securitised2; 
or 

(b) any entity which purchases or advises or causes an SPE to 
purchase the exposures of a third party, which are then used 
in a securitisation (for avoidance of doubt, selling credit 
protection such that the entity or the SPE has a long position 
in the credit risk of the obligor is equivalent to purchasing 
exposures)3;  

                                                 
1A  For the avoidance of doubt, NICA represents the amount of collateral that a Reporting Bank may use to 

offset its exposure on the default of the counterparty, and does not include collateral that the Reporting 
Bank has posted to a segregated, bankruptcy remote account. 

1A1B  Legal risk includes exposures to fines, penalties, or punitive damages resulting from criminal prosecution, 
regulatory or supervisory actions, as well as such damages or other sums payable resulting from civil 
claims or settlements. 

2  Where an entity lends to an SPE with a view to enabling that SPE to make loans which are then used in a 
securitisation, the entity will generally be deemed to be acting as an originator. 

3  An entity which advises or causes an SPE to purchase the exposures of a third party, which are then used 
in a securitisation will generally not be deemed to be acting as an originator if –  
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ORM framework or 
operational risk 
management and 
measurement 
framework 
 

means the approach of a Reporting Bank in identifying, assessing, 
monitoring, controlling and mitigating operational risk and 
includes the operational risk management processes and 
measurement systems of the Reporting Bank;  

ORMF means the operational risk management function;  
 

ORMS or 
operational risk 
measurement 
system 
 

means a subset of the ORM framework and includes the systems 
and data of a Reporting Bank that are used to measure 
operational risk.  Central to the ORMS is the AMA model that is 
used by the Reporting Bank to quantify its operational risk capital 
requirement; 
 

OTC means over-the-counter; 
 

OTC derivative 
transaction 

means an exchange rate contract, interest rate contract, equity 
contract, precious metal or other commodity contract or credit 
derivative contract which is not traded on an exchange; 

[MAS Notice 637 (Amendment) 2012] 
 

own-estimate 
haircuts 

means haircuts calculated using the internal estimates of the 
Reporting Bank of market price volatility and foreign exchange 
volatility, based on an approach that complies with the 
requirements and meets the guidelines set out in Section 3 of 
Annex 7J of Part VII;  

 
parameterisation 
process 

 
means the process by which a Reporting Bank derives estimates of 
IRBA parameters as set out in Section 5 of Annex 7AB of Part VII;   
 

PD or probability 
of default 

in relation to the IRBA, has the meaning in paragraph 2.1 of 
Annex 7Y of Part VII; 
 

peak exposure means a high percentile (typically 95% or 99%) of the distribution 
of exposures at any particular future date before the maturity date 
of the longest transaction in the netting set; 
 

PE/VC investments has the same meaning as defined in MAS Notice 630; 
 

PF means project finance; 
 

preference share has the same meaning as in section 4(1) of the Companies Act 

                                                                                                                                                        
(a) the entity has not advised or caused the SPE to purchase any exposures which are then used in a 

securitisation before the date of issue of securities effecting the transfer of credit risk of those 
exposures to the investors in the securitisation; 

(b) the entity will not be liable for any losses incurred by the SPE arising from the exposures (for 
avoidance of doubt, the entity may still be liable for losses arising from a breach of its fiduciary 
duties); and 

(c) the entity does not undertake to achieve a minimum performance for the exposures. 



 
 
Monetary Authority of Singapore         29 
 

(Cap. 50); 
  

PSE or public 
sector entity  

means – 
(a) a regional government or local authority that is able to 

exercise one or more functions of the central government at 
the regional or local level;   

(b) an administrative body or non-commercial undertaking 
responsible to, or owned by, a central government, regional 
government or local authority, which performs regulatory or 
non-commercial functions; 

(c) a statutory board in Singapore (other than the Authority); or 
(d) a town council in Singapore established pursuant to the Town 

Councils Act (Cap. 392A);  
 

QRRE means qualifying revolving retail exposures; 
 

qualifying bilateral 
netting agreement 

means a bilateral netting agreement where the requirements set 
out in Annex 7N of Part VII are complied with;  
 

qualifying cross-
product netting 
agreement 
 

means a cross-product netting agreement where the requirements 
set out in Annex 7N of Part VII are complied with; 

qualifying MDB means an MDB listed in Annex 7S of Part VII; 
 

qualifying SFT means an SFT where the requirements set out in Annex 7K of Part 
VII are complied with; 
 

rating system in relation to a class of exposures under the IRBA, means all of 
the methods, processes, controls, data collection and IT systems 
that support the assessment of credit risk, the assignment of 
exposures to grades or pools (internal risk ratings), and the 
parameterisation process for that class of exposures;  
 

RBM or ratings-
based method  

means the method for calculating credit risk-weighted exposure 
amounts for securitisation exposures set out in Annex 7AE of Part 
VII or, if the reference is to any regulatory requirements of, or 
administered by, a bank regulatory agency other than the 
Authority, the equivalent under those requirements;  
 

recognised ECAI means an ECAI recognised by the Authority pursuant to paragraph 
7.3.53 and listed in Annex 7RA; 
 

[MAS Notice 637 (Amendment) 2014] 
 

recognised group A 
exchange 

has the same meaning as in regulation 2 of the Securities and 
Futures (Financial and Margin Requirements for Holders of Capital 
Markets Services Licenses) Regulations; 
 

reference means any obligation specified under a credit derivative contract 
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obligation used for purposes of either determining cash settlement value or 
the deliverable obligation; 
 

repo means a repurchase transaction; 
 

Reporting Bank means a bank incorporated in Singapore; 
 

regulated 
exchange 

means an exchange approved, licensed or otherwise regulated by 
the Authority or by a financial services regulatory authority other 
than the Authority; 

 
regulatory capital means capital which is used to meet regulatory requirements; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
resecuritisation 
exposure 

means a securitisation exposure in which the risk associated with 
an underlying pool of exposures is tranched and at least one of the 
underlying exposures is a securitisation exposure, and includes an 
exposure to one or more resecuritisation exposures; 

 
retail exposure in relation to the IRBA, means any exposure which falls within 

paragraph 7.4.16; 
 

risk charge in relation to a market risk position, means the percentage 
assigned to that position to derive the capital requirement; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

risk position means a risk number which is assigned to a transaction under the 
CCR standardised method following a predetermined algorithm; 
 

risk weight in relation to an exposure, means a degree of risk expressed as a 
percentage assigned to that exposure; 
 

risk weight 
function 

in relation to the IRBA, means the formula for calculating risk-
weighted exposure amounts using estimates of IRBA parameters;  
 

RRE means residential real estate; 
 

RWA means risk-weighted assets;  
 

RWE means risk-weighted exposure; 
 

SA-CCR or 
standardised 
approach for 
counterparty credit 
risk 

means the method for calculating E or EAD, whichever is 
applicable, for any pre-settlement counterparty exposure arising 
from any derivative transaction or long settlement transaction set 
out in Annex 7O of Part VII or, if the reference is to any regulatory 
requirements of, or administered by, a bank regulatory agency 
other than the Authority, the equivalent under those 
requirements;  
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SA(CR) or 
standardised 
approach to credit 
risk 

means the approach for calculating credit risk-weighted exposure 
amounts set out in Division 3 of Part VII or, if the reference is to 
any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements;  
 

SA(CR) exposure means any exposure for which a Reporting Bank is using the 
SA(CR) to calculate its credit risk-weighted exposure amount; 
 

SA(EQ) or 
standardised 
approach for 
equity exposures 

means the approach for calculating credit risk-weighted exposure 
amounts for equity exposures set out in Sub-division 3 of Division 
5 of Part VII or, if the reference is to any regulatory requirements 
of, or administered by, a bank regulatory agency other than the 
Authority, the equivalent under those requirements;  
 

SA(EQ) exposure means any equity exposure for which a Reporting Bank is using 
the SA(EQ) to calculate its credit risk-weighted exposure amount; 
 

SA(MR) or 
standardised 
approach to 
market risk 

means the approach for calculating market risk capital 
requirements set out in Division 2 of Part VIII or, if the reference 
is to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
 

SA(OR) or 
standardised 
approach to 
operational risk 

means the approach for calculating operational risk capital 
requirements set out in Division 3 of Part IX or, if the reference is 
to any regulatory requirements of, or administered by, a bank 
regulatory agency other than the Authority, the equivalent under 
those requirements; 
 

SA(SE) or 
standardised 
approach for 
securitisation 
exposures 

means the approach for calculating credit risk-weighted exposure 
amounts for securitisation exposures set out in Sub-division 4 of 
Division 6 of Part VII or, if the reference is to any regulatory 
requirements of, or administered by, a bank regulatory agency 
other than the Authority, the equivalent under those 
requirements;  
 

SA(SE) exposure means any securitisation exposure for which a Reporting Bank is 
using the SA(SE) to calculate its credit risk-weighted exposure 
amount; 
 

securities has the same meaning as in section 2 of the Securities and 
Futures Act (Cap. 289); 
 

securities 
exchange 

has the same meaning as in section 2 of the Securities and 
Futures Act (Cap. 289); 
 

securities firm means – 
(a) any entity holding a capital markets services licence under 
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section 84(1) of the Securities and Futures Act (Cap. 289); or 
(b) any entity that is approved, licensed, registered or otherwise 

regulated by a regulatory agency other than the Authority to 
carry out activities permitted under a capital markets services 
licence under section 84(1) of the Securities and Futures Act 
(Cap. 289); 

 
securitisation means any transaction or scheme involving the tranching of credit 

risk associated with an exposure or a pool of exposures and which 
has the following characteristics: 
(a) payments in the transaction or scheme depend on the 

performance of the exposure or pool of exposures; 
(b) the subordination of tranches determines the distribution of 

losses during the ongoing life of the transaction or scheme; 
and 

(c) junior tranches can absorb losses without interrupting 
contractual payments to more senior tranches; 

 
securitisation 
exposure 

means any exposure of a Reporting Bank to a securitisation, and 
includes -  
(a) any on-balance sheet exposure to securities issued pursuant 

to a securitisation (e.g. asset-backed securities, mortgage-
backed securities and collateralised debt obligations);  

(b) any off-balance sheet exposure to a securitisation (e.g. 
through credit enhancements, liquidity facilities, credit 
derivatives, tranched cover, interest rate swap or currency 
swap), regardless of whether it was retained by the Reporting 
Bank at, or repurchased by the Reporting Bank after, the 
origination of the securitisation; and 

(c) reserve accounts (e.g. cash collateral accounts) recorded as 
an asset by the originating bank; 

 
securitised 
exposure 
 

means an exposure, securitised by a Reporting Bank in its 
capacity as originator or ABCP programme sponsor, that forms an 
underlying exposure of a securitisation; 
 

segmentation  in relation to retail exposures, means the process by which a 
Reporting Bank aggregates retail exposures into homogenous 
pools; 
 

servicer means a Reporting Bank which carries out administrative functions 
relating to the cash flows of the underlying exposure or pool of 
exposures of a securitisation, including setting up and operating 
the mechanism for collecting payments of interest or principal 
derived from the underlying exposures and channeling these funds 
to the investors or the trustee representing them, customer 
service, cash management, maintenance of records and reporting 
duties; 
 

SF or supervisory means the method for calculating credit risk-weighted exposure 
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formula amounts for securitisation exposures set out in Annex 7AG or, if 
the reference is to any regulatory requirements of, or 
administered by, a bank regulatory agency other than the 
Authority, whatever corresponds to that method under those 
requirements; 
 

SFT  
 

means a securities or commodities financing transaction 
comprising any one of the following: 
(a) a repo or a reverse repo;  
(b) a securities or commodities lending transaction or securities or 

commodities borrowing transaction;  
(c) a margin lending transaction, 
for which the value of the transaction depends on market 
valuation and the transaction is often subject to margin 
agreements;  

[MAS Notice 637 (Amendment) 2012] 
 

SL 
 

means specialised lending; 

small business means a corporation, partnership, limited liability partnership, sole 
proprietorship or trustee in respect of a trust with reported annual 
sales of less than $100 million; 

[MAS Notice 637 (Amendment) 2012] 
 

SPE or special 
purpose entity  

means a corporation, trust, or other entity established for a 
specific purpose, the activities of which are limited to those 
appropriate to accomplish that purpose, and the structure of which 
is intended to isolate the SPE from the credit risk of an originator 
or seller of exposures; 
 

specific wrong-way 
risk 

means the risk that arises when the exposure to a particular 
counterparty is positively correlated with the probability of default 
of the counterparty due to the nature of the transactions with that 
counterparty; 
 

[MAS Notice 637 (Amendment) 2014] 
 

structured deposit 
 
 
 
structured note 

has the same meaning as in Regulation 2 of the Financial Advisers 
(Structured Deposits – Prescribed Investment Product and 
Exemption) Regulations 2005; 
 
has the same meaning as in Securities and Futures (Offers of 
Investments)(Shares and Debentures) Regulation 2005; 

 
subsidiary has the same meaning as in section 5 of the Companies Act (Cap. 

50); 
 

supervisory 
slotting criteria 

in relation to the IRBA, means the method of calculating risk-
weighted exposure amounts for exposures in the SL asset sub-
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class or the HVCRE asset sub-class in accordance with Sub-
division 12 of Division 4 of Part VII and Annex 7V of Part VII; 
 

supervisory 
validation 

means the process by which the Authority examines the readiness 
of a Reporting Bank for adopting the IRBA or the AMA, as the case 
may be, for the purpose of deciding whether the Reporting Bank 
may begin a recognised parallel run; 
 

synthetic 
securitisation 

means a structure with at least two different tranches which 
reflect different degrees of credit risk, where credit risk of an 
underlying exposure or pool of exposures is transferred, in whole 
or in part, through the use of funded or unfunded credit 
derivatives or guarantees;  
 

TEP or total 
eligible provisions 

means the sum of all allowances, including specific allowances, 
partial write-offs, portfolio-specific general allowances such as 
country risk allowances and general allowances, which are 
attributed to credit exposures subject to the IRBA, and includes 
any discounts on defaulted assets, but excludes any CVA which 
has already been recognised by the Reporting Bank as an incurred 
write-down (i.e. a CVA loss); 

 
the Authority  means the Monetary Authority of Singapore established under the 

Monetary Authority of Singapore Act (Cap. 186); 
 

Tier 1 Capital  in relation to a Reporting Bank or subsidiary of the Reporting 
Bank, means the sum of CET1 Capital and AT1 Capital; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
  
Tier 1 CAR means Tier 1 capital adequacy ratio, calculated in accordance with 

paragraph 4.1.2; 
 

Tier 2 Capital means -  
(a)  in relation to a Reporting Bank, the sum of the items set out 

in paragraph 6.3.1; and 
(b)  in relation to a subsidiary of a Reporting Bank, the sum of 

items set out in paragraph 6.3.1, where a reference to 
“Reporting Bank” shall be construed as a reference to “the 
subsidiary of the Reporting Bank”; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
Tier 2 capital 
instrument 

means a capital instrument which complies with the requirements 
set out in paragraph 6.3.2; 

  
Total CAR means total capital adequacy ratio, calculated in accordance with 

paragraph 4.1.3; 
 

trading book has the meaning in Sub-division 3 of Division 1 of Part VIII; 
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traditional 
securitisation 

means a structure where the cash flow from an underlying 
exposure or pool of exposures is used to service at least two 
different tranches reflecting different degrees of credit risk;  
 

tranche means a contractually established segment of the credit risk 
associated with an underlying exposure or pool of exposures, 
where a position in the segment entails a risk of credit loss greater 
than or less than a position of the same amount in each other 
such segment, without taking account of credit protection 
provided by third parties directly to the holders of positions in the 
segment or in other segments;  
 

unconsolidated 
subsidiary 
 

means a subsidiary whose assets and liabilities are not included in 
the consolidated financial statements of the banking group; 

unfunded credit 
protection 

means a CRM where the reduction of the credit risk of an exposure 
of a Reporting Bank is derived from the undertaking of a third 
party to pay an amount in the event of the default of a 
counterparty or on the occurrence of other specified events; 
 

unrated in relation to any exposure, means that the exposure does not 
have an external credit assessment from a recognised ECAI; 

  
USD means the United States dollar; 
  
VaR or value-at-
risk 

means the maximum amount that can be lost from an investment 
or a portfolio of investments under normal market conditions over 
a given holding period at a particular confidence interval; 
 

variation margin in relation to exposures to a CCP, means funded collateral of a 
clearing member or a client of a clearing member posted on a 
daily or intraday basis to a CCP based on price movements of the 
transactions of the clearing member or the client of a clearing 
member; 

[MAS Notice 637 (Amendment) 2012] 
 

wholesale 
exposure 

in relation to the IRBA, means an exposure that falls within the 
definition in paragraph 7.4.15; and 
 

written law 
 

has the same meaning as in section 2 of the Interpretation Act. 
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PROPOSED AMENDMENTS TO PART VI (DEFINITION OF CAPITAL) 
 
The section lays out Part VI of MAS Notice 637 (Definition of Capital) in its entirety, with 
proposed amendments in tracked changes. 
 
 
 
PART VI:  DEFINITION OF CAPITAL 
 
 
Division 1:  Common Equity Tier 1 Capital 
 

 Components of CET1 Capital  
 
6.1.1 CET1 Capital of a Reporting Bank shall be the sum of the following items, 
whether at the Solo or Group level, as the case may be:  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(a) paid-up ordinary shares of the Reporting Bank that comply with the 
requirements in paragraph 6.1.2; 

 
(b) share premium, resulting from the issuance of ordinary shares which fall 

within sub-paragraph (a), if any;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
(c) retained earnings, after deducting any interim or final dividends which 

have been declared by the Board of the Reporting Bank or any banking 
group entity on any class of shares and any interim losses incurred since 
the end of the last financial reporting period and may include any interim 
profits earned since the end of the last financial reporting period where 
the following conditions are met:  

 
(i) every quarterly financial statement is prepared using the same 

accounting policies and practices applied in the preparation of the 
year-end financial statements, unless the change in the accounting 
policy or practice is in accordance with any statutory requirement;  

 
(ii) every quarterly financial statement and every significant 

transaction is reviewed in a timely manner by an external auditor; 
and 

 
(iii) the external auditor of the Reporting Bank has not expressed a 

qualified opinion on any of the quarterly financial statements in the 
preceding 12 months of the end of the interim financial reporting 
period; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 
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(d) accumulated other comprehensive income and other disclosed reserves, 
other than revaluation surpluses on land and building assets and 
accumulated revaluation gains from investment properties; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(e) 45% of revaluation surpluses on land and building assets and 

accumulated revaluation gains from investment properties, where the 
following conditions pertaining to revaluations are satisfied:  

 
(i) the valuation of any land and building asset or investment property 

is obtained from a qualified property valuer and the increase in 
value is recorded as a revaluation surplus or gain in the financial 
statements;  

 
(ii) a new valuation from a qualified property valuer in respect of the 

land and building asset or investment property is obtained - 
 

(A) at least once every 3 years; or 
 
(B) where the value of the land and building asset or investment 

property has been substantially impaired by any event,  
 
whichever is earlier; 

 
(iii) impairment charges taken against any land and building asset or 

investment property are not netted against revaluation surplus or 
gain from any other asset; and  

 
(iv) the external auditor of the Reporting Bank has not expressed a 

qualified opinion on the revaluation of any land and building asset 
or investment property; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(f) paid-up ordinary shares issued by fully consolidated subsidiaries of the 

Reporting Bank and held by third party investors (i.e. minority interest) 
that meet the criteria for inclusion in CET1 Capital pursuant to paragraph 
6.1.4; and 

 
(g) regulatory adjustments set out in paragraph 6.1.3.  

 
 

Minimum Requirements for Paid-Up Ordinary Shares 
 

6.1.2 For the purpose of paragraph 6.1.1(a), a Reporting Bank shall not include a 
paid-up ordinary share31 of the Reporting Bank as CET1 Capital unless -  

                                                 
31  In the case where the Reporting Bank issues non-voting ordinary shares as part of CET1 Capital, the non-

voting ordinary shares shall be identical to the voting ordinary shares of the Reporting Bank in all respects, 
except the absence of voting rights. 
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[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a) the ordinary share represents the most subordinated claim in liquidation; 
 
(b) the entitlement of ordinary shareholders to a claim on the residual 

assets is proportional to their share of issued share capital, after all 
senior claims have been repaid in liquidation. In this regard, the claims 
of such holders are unlimited and variable (i.e. not fixed or capped); 

 
(c) the amount paid-up by ordinary shareholders is perpetual and is not 

repaid outside of liquidation. This excludes discretionary repurchases by 
the Reporting Bank or other means of reducing capital in a discretionary 
manner that is allowable under written law;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(d) the Reporting Bank does not create an expectation at issuance that the 

ordinary shares will be bought back, redeemed or cancelled, nor do the 
contractual terms provide any feature that might give rise to such an 
expectation;  

 
(e) distributions in respect of ordinary shares (“distributions”) are only paid 

by the Reporting Bank to the extent that the Reporting Bank has profits 
distributable under written law. The level of distributions is not tied or 
linked to the amount paid-up at issuance, and is not subject to a 
contractual cap, except to the extent that the Reporting Bank is unable 
to pay distributions that exceed the level of profits distributable under 
written law; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(f) there are no circumstances under which distributions are obligatory and 

the non-payment of distributions is not an event of default; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(g) distributions are only paid after all legal and contractual obligations have 
been met, and after payments on  AT1 capital instruments and Tier 2 
capital instruments have been made. In this regard, there are no 
preferential distributions, including in respect of other CET1 capital 
instruments; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(h) the ordinary share takes the first and proportionately greatest share of 

any losses as they occur.32 In this regard, it absorbs losses on a going-

                                                 
32  For the avoidance of doubt, in cases where capital instruments have a permanent write-down feature, this 

criterion is still deemed to be met by ordinary shares.  
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concern basis proportionately and pari passu with all other CET1 capital 
instruments;  

 
(i) the amount paid-up by ordinary shareholders is recognised as equity and 

not a liability, for the purposes of determining balance sheet insolvency;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(j) the amount paid-up by ordinary shareholders is classified as equity 
under the Accounting Standards;  

 
(k) the ordinary share is directly issued and fully paid-up in cash, and 

purchase of the ordinary share is not directly or indirectly funded by the 
Reporting Bank;  

 
(l)  the amount paid-up by ordinary shareholders is not secured or covered 

by a guarantee of the Reporting Bank or any of its related corporations 
or other affiliates. In addition, the ordinary share is not subject to any 
other arrangement that legally or economically enhances the seniority of 
the claim;  

 
(m) the ordinary share is issued with the approval of the ordinary 

shareholders. The approval is either given directly by the ordinary 
shareholders or, if permitted by written law, given by the Board of the 
Reporting Bank or by other persons duly authorised by the ordinary 
shareholders; and  

 
(n) the ordinary share is clearly and separately disclosed on the Reporting 

Bank’s balance sheet. 
 
 
Regulatory Adjustments Applied in the Calculation of CET1 Capital 
 

6.1.3 A Reporting Bank shall apply the following regulatory adjustments in the 
calculation of CET1 Capital at the Solo or Group level, as the case may be: 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a)   goodwill, including any goodwill included in the valuation of capital 

investments in unconsolidated major stake companies, shall be deducted 
in the calculation of CET1 Capital. 33  The full amount representing 
goodwill shall be deducted, net of any associated deferred tax liability 
that would be extinguished if the goodwill becomes impaired or is 
derecognised under the Accounting Standards; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

                                                 
33  For the avoidance of doubt, goodwill included in the carrying amount of associates accounted for using the 

equity method shall be deducted from CET1 Capital at the Group level. Such goodwill shall be calculated by 
separating any excess of the acquisition cost over the Reporting Bank’s share of the net fair value of the 
identifiable assets and liabilities of the entity. 
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(b) intangible assets, including but not limited to copyright, patents and 

other intellectual property, shall be deducted in the calculation of CET1 
Capital. The full amount representing intangible assets shall be 
deducted, net of any associated deferred tax liability that would be 
extinguished if the intangible assets become impaired or are 
derecognised under the Accounting Standards;    

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(c)   deferred tax assets that rely on the future profitability of the Reporting 

Bank or any banking group entity to be realised shall be deducted in the 
calculation of CET1 Capital.34  
 
At the Solo level, deferred tax assets may be netted with associated 
deferred tax liabilities prior to being deducted in the calculation of CET1 
Capital, only if offsetting is permitted by the relevant tax authority. The 
deferred tax liabilities permitted to be netted against deferred tax assets 
shall exclude amounts that have been netted against the deduction of 
goodwill, intangible assets and defined benefit pension assets pursuant 
to sub-paragraphs (a), (b) and (h) respectively of this paragraph.  

 
The Reporting Bank shall not permit the following for the purposes of 
calculating CET1 CAR, Tier 1 CAR or Total CAR at the Group level: 

 
(i) intra-entity netting of deferred tax assets against deferred tax 

liabilities for any banking group entity incorporated or established 
outside Singapore; and 

 
(ii) inter-entity netting of deferred tax assets against deferred tax 

liabilities.  
 

However, the Authority may permit sub-paragraphs (i) and (ii) above if 
the Reporting Bank confirms in writing to the Authority that the deferred 
tax assets and deferred tax liabilities relate to taxes levied by the same 
tax authority, and that it has received written opinions from external 
auditors and legal advisors that the relevant tax authorities allow or 
would allow, deferred tax assets to be offset against the deferred tax 
liabilities. For the avoidance of doubt, the deferred tax liabilities 
permitted to be netted against deferred tax assets shall exclude amounts 
that have been netted against the deduction of goodwill, intangible 
assets and defined benefit pension assets pursuant to sub-paragraphs 
(a), (b) and (h) respectively of this paragraph;  

 
(d) the amount of cash flow hedge reserve that relates to the hedging of 

items that are not fair valued on the balance sheet, including projected 
                                                 
34  An overinstallment of tax or current year tax losses carried back to prior years may give rise to a claim or 

receivable from the government or relevant tax authority. Such amounts are usually classified as current 
tax assets for accounting purposes. As the recovery of such a claim or receivable does not rely on the 
future profitability of the Reporting Bank or any banking group entity, it shall be assigned the relevant 
sovereign risk-weighting. 
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cash flows, shall be derecognised in the calculation of CET1 Capital. In 
this regard, positive amounts shall be deducted, and negative amounts 
shall be added back35;  

 
(e) in the case where the Reporting Bank has adopted the IRBA, any 

shortfall of the TEP relative to the EL amount shall be deducted in the 
calculation of CET1 Capital. The full amount shall be deducted, and shall 
not be reduced by any tax effects that could be expected to occur if 
provisions were to rise to the level of EL amount; 

 
(f) any increase in equity resulting from a securitisation transaction, such as 

that which is associated with expected future margin income resulting in 
a gain-on-sale, shall be deducted in the calculation of CET1 Capital; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(g) all unrealised fair value gains or losses on financial liabilities arising from 

changes in the credit risk of the Reporting Bank or any banking group 
entity shall be derecognised in the calculation of CET1 Capital. In this 
regard, positive amounts shall be deducted, and negative amounts shall 
be added back. In addition, all accounting valuation adjustments on 
derivative liabilities arising from changes in the credit risk of the 
Reporting Bank or any banking group entity shall be derecognised in the 
calculation of CET1 Capital. The offsetting between valuation 
adjustments arising from changes in the credit risk of the Reporting 
Bank or any banking group entity and those arising from changes in the 
credit risk of the counterparties shall not be allowed;. 

 
 Any funding valuation adjustment applied by a Reporting Bank shall not 

have the effect of offsetting or reducing its unrealised fair value gains or 
losses on financial liabilities or its accounting valuation adjustments on 
derivative liabilities arising from changes in the credit risk of the 
Reporting Bank or any banking group entity, for the purpose of 
calculating the amount to be derecognised in the calculation of CET1 
Capital;  

 
(h) any defined benefit pension fund liabilities, as included in the balance 

sheet, shall be fully recognised in the calculation of CET1 Capital. For 
each defined benefit pension fund that is an asset on the balance sheet, 
the asset shall be deducted in the calculation of CET1 Capital net of any 
associated deferred tax liabilities which would be extinguished if the 
asset becomes impaired or derecognised under the Accounting 
Standards. Assets in the fund to which the Reporting Bank has 
unrestricted and unfettered access may, with the prior approval of the 
Authority, offset the deduction. Such offsetting assets shall be given the 

                                                 
35  This adjustment specifically identifies and removes the element of the cash flow hedge reserve that gives 

rise to artificial volatility in common equity, as the reserve only reflects the fair value of the derivative, and 
not the change in the fair value of the hedged future cash flow. 
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risk weight they would receive if they were owned directly by the 
Reporting Bank36; 

 
 (i) all investments in the Reporting Bank’s own ordinary shares (including 

treasury shares, where applicable), whether held directly or indirectly37 
by the Reporting Bank or any of its banking group entities, shall be 
deducted in the calculation of CET1 Capital, unless already derecognised 
under the Accounting Standards.38 If the Reporting Bank or any of its 
banking group entities is contractually obliged to purchase any of its own 
ordinary shares, the Reporting Bank shall deduct such ordinary shares in 
the calculation of CET1 Capital. This adjustment shall apply to exposures 
in both the banking book and trading book.39  

 
 Gross long positions may be deducted net of short positions in the same 
underlying exposure, only if the short positions involve no counterparty 
credit risk. The Reporting Bank shall look through holdings of index 
securities to deduct exposures to its own ordinary shares. 40 However, 
gross long positions in its own ordinary shares resulting from holdings of 
index securities may be netted against short positions in its own ordinary 
shares, which result from short positions in the same underlying index41; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(j) reciprocal cross holdings in the ordinary share capital of financial 

institutions that are designed to artificially inflate the capital position of 
the Reporting Bank shall be deducted in the calculation of CET1 Capital;  

 

                                                 
36  This adjustment addresses the concern that assets arising from pension funds may not be capable of being 

withdrawn and used for the protection of depositors and other creditors of the Reporting Bank. The 
concern is that their only value stems from a reduction in future payments into the fund. The treatment 
allows the Reporting Bank to reduce the deduction of the assets if it can address these concerns and show 
that the assets can be easily and promptly withdrawn from the fund. 

37  Indirect holdings are exposures or parts of exposures that, if a direct holding loses its value, will result in a 
loss to the Reporting Bank substantially equivalent to the loss in value of the direct holding. 

38  This deduction is to avoid the double counting of the Reporting Bank’s own capital that arises from direct 
holdings, indirect holdings via index funds and potential future holdings as a result of contractual 
obligations to purchase own shares. 

39  For the avoidance of doubt, this adjustment does not cover ordinary shares held by the Reporting Bank or 
any of its banking group entities where: 
 (a)  the investments in the ordinary shares are funded by third parties other than the Reporting 

Bank or any of its banking group entities (e.g. life insurance policyholders or other third party 
investors); 

 (b) the risks and rewards associated with the investments in ordinary shares are borne primarily 
by the third parties; and 

 (c) decisions to transact in the ordinary shares are made independently from the issuer of the 
capital instruments and in the interests of the third parties. 

40  If the Reporting Bank finds it operationally burdensome to look through and monitor its exact exposure to 
its own capital as a result of its holdings of index securities, the Reporting Bank may, with the prior 
approval of the Authority, use a conservative estimate. The methodology for the estimate should 
demonstrate that in no case will the actual exposure be higher than the estimated exposure.  

41  In such cases, the short positions may involve counterparty credit risk, which will be subject to the 
relevant counterparty credit risk charge. 
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(k) the amount in amount of PE/VC investments in the form of ordinary 
shares in excess of 20% of suchthe following capital investments shall be 
deducted in the calculation of CET1 Capital42;:  

 
(i) PE/VC investments in the form of ordinary shares; and  

 
(i)(ii) investments in unconsolidated major stake companies that are not 

financial institutions in the form of ordinary shares;  
 

(l) PE/VC investments held beyond the relevant holding periods set out in 
MAS Notice 630 shall be deducted in the calculation of CET1 Capital, 
unless otherwise approved by the Authority;  

 
(m) the full amount of capital deficits in subsidiaries that are financial 

institutions and that are subject to minimum prudential standards and 
supervision by a regulatory agency, and the pro-rata share of capital 
deficits in associates that are financial institutions and that are subject to 
minimum prudential standards and supervision by a regulatory agency, 
shall be deducted in the calculation of CET1 Capital. In the event that a 
recapitalisation plan is in place or an irrevocable commitment has been 
given by other shareholders to make up the capital deficit, the Authority 
may approve a corresponding reduction in the amount of deductions in 
respect of such capital deficits;  

 
(n) valuation adjustments made in accordance with Annex 8N that exceed 

the valuation adjustments made under financial reporting standards shall 
be deducted in the calculation of CET1 Capital;  

 
(o) certain investments in the ordinary shares of unconsolidated financial 

institutions in which the Reporting Bank does not hold a major stake, 
shall be deducted in the calculation of CET1 Capital, in accordance with 
sub-paragraphs (i) and (ii) below:  

 
(i) the amount of such capital investments to be deducted in the 

calculation of CET1 Capital shall be the proportion of ordinary share 
holdings to total capital holdings42A, multiplied by the amount by 
which such capital investmentstotal capital holdings in aggregate 
exceed 10% of the Reporting Bank’s common equity. In this sub-
paragraph, the Reporting Bank’s common equity for the purpose of 
calculating the 10% threshold shall be calculated after applying the 
regulatory adjustments set out in sub-paragraphs (a) to (n) above 
to the sum of the elements set out in paragraphs 6.1.1(a) to (f);  

 
(ii) the total capital holdings referred to in sub-paragraph (i) above 

shall be calculated as follows: 

                                                 
42  PE/VC investments in the form of ordinary shares and investments in unconsolidated major stake 

companies that are not financial institutions, that are not deducted in the calculation of CET1 Capital, AT1 
Capital or Tier 2 Capital, shall be subject to the appropriate capital treatment set out in Part VII.  

42A  The Reporting Bank shall include in the calculation of total capital holdings, the maximum amount that 
could be paid out on any guarantee or capital enhancement, through which capital support is provided by a 
Reporting Bank to a financial institution. 
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(A) direct, indirect37 and synthetic holdings of capital 

instruments shall be included. For example, the Reporting 
Bank shall look through holdings of index securities to 
determine the underlying holdings of capital43; 
 

(B) the net long positions in both the banking book and trading 
book shall be included. In this regard, the gross long position 
can be offset against the short position in the same 
underlying exposure, if the maturity of the short position 
either matches the maturity of the long position, or has a 
residual maturity of at least one year44,45,46;  

 
(C) underwriting positions held for a period longer than five 

working days shall be included, while those positions held for 
five working days or less can be excluded; 

 
(D) if the capital instrument of the entity in which the Reporting 

Bank has invested does not meet the criteria for CET1 
Capital, AT1 Capital or Tier 2 Capital of the Reporting Bank, 
the capital instrument is to be considered as ordinary shares 
for the purpose of this regulatory adjustment47; and 

 
(E) the Reporting Bank may, with the prior approval of the 

Authority, temporarily exclude certain investments where 

                                                 
43  If the Reporting Bank finds it operationally burdensome to look through and monitor its exact exposure to 

the capital of such entities as a result of its holdings of index securities, the Reporting Bank may, with the 
prior approval of the Authority, use a conservative estimate. The methodology for the estimate should 
demonstrate that in no case will the actual exposure be higher than the estimated exposure.  

44 For positions in the trading book, if the Reporting Bank has a contractual right or obligation to sell a long 
equity position at a specific point in time and the counterparty in the contract has an obligation to 
purchase the long equity position if the Reporting Bank exercises its right to sell, this point in time may be 
treated as the maturity of the long position, and the maturity of the long and short positions are deemed 
to be matched. 

45  For a position hedged against market risk where the hedge does not qualify to offset the gross long 
position for the purpose of determining the amount to be deducted, the Reporting Bank may choose to 
include the long position in its calculation of market RWA, in addition to deducting the long position. Where 
the hedge qualifies to offset the gross long position, the Reporting Bank may choose to exclude both 
positions from its calculation of market RWA.  

46  Where a Reporting Bank uses a short position in an index to hedge a long position, the portion of the index 
that is composed of the same underlying exposure that is being hedged may be used to offset the long 
position only if (a) both positions are held in the trading book; (b) the positions are accounted for at fair 
value; and (c) the hedge is recognised as effective under the Reporting Bank’s internal control processes, 
as assessed by the Authority.  

47  For the avoidance of doubt,  
(a) a capital instrument would be deemed to have met the criteria for CET1 Capital, AT1 Capital or Tier 2 

Capital of the Reporting Bank, if it satisfies the applicable regulatory capital criteria imposed by a bank 
regulatory agency that has implemented the Basel III standards;  

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, and (ii) if the investment is 
not included as regulatory capital in the relevant sector of the entity, the investment can be excluded 
for the purpose of this regulatory adjustment; and 

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, (ii) 
is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 1 capital (or its 
equivalent) or Tier 2 capital (or its equivalent) of the entity, the capital instrument shallcan be 
considered as an AT1 capital instrument or Tier 2 capital instrument, respectively, for the purpose of 
this regulatory adjustment. 
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these have been made in the context of resolving or 
providing financial assistance to reorganise a distressed 
institution; and 

 
(iii) the amounts of such capital investments that do not exceed the 

10% threshold calculated in accordance with sub-paragraph (i) 
above and are not deducted shall continue to be risk-weighted48. 
For the application of risk-weighting, the amount of the holdings 
shall be allocated on a pro rata basis between those below and 
those above the threshold;  

 
(p) certain investments in the ordinary shares of unconsolidated financial 

institutions in which the Reporting Bank holds a major stake companies 
(including insurance subsidiaries at the Solo and Group levels), shall be 
deducted in the calculation of CET1 Capital, in accordance with sub-
paragraphs (i) and (ii) below, unless a deduction has been made 
pursuant to sub-paragraphs (k) and (l) above: 
 
(i) the amount of such capital investments to be deducted in the 

calculation of CET1 Capital shall be the amount by which such 
capital investments in aggregate exceed the threshold amount. In 
this sub-paragraph, the threshold amount is the lower of49: 

 
(A) 10% of the Reporting Bank’s common equity, calculated by 

applying the regulatory adjustments set out in sub-
paragraphs (a) to (o) above to the sum of elements set out 
in paragraph 6.1.1(a) to (f); and 
 

(B) 15% of the Reporting Bank’s CET1 Capital50; 
 

(ii) the investments in aggregate referred in sub-paragraph (i) above 
shall be calculated as follows: 

 
(A) direct, indirect37 and synthetic holdings shall be included. For 

example, the Reporting Bank shall look through holdings of 
index securities to determine the underlying holdings of 
ordinary shares43; 
 

(B) the net long positions in both the banking book and trading 
book shall be included. In this regard, the gross long position 
can be offset against the short position in the same 
underlying exposure, if the maturity of the short position 
either matches the maturity of the long position or has a 

                                                 
48  Capital instruments in the banking book and trading book will thus be subject to the appropriate capital 

treatment as set out in Part VII and Part VIII, respectively.  
49  For the period from 1 January 2013 to 31 December 2017, the threshold amount is based on sub-

paragraph (A) only. The requirement to calculate the threshold amount based on the lower of sub-
paragraph (A) and sub-paragraph (B) will take effect from 1 January 2018. 

50  This is equivalent to 17.65% of the Reporting Bank’s common equity after (a) applying all regulatory 
adjustments set out in paragraphs 6.1.3(a) to (o); and (b) deducting in full such capital investments 
described in paragraph 6.1.3(p)(ii). 
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residual maturity of at least one year44,45,46; 
 

(C) underwriting positions held for a period longer than five 
working days shall be included, while those positions held for 
five working days or less can be excluded; 

 
(D) if the capital instrument of the entity in which the Reporting 

Bank has invested does not meet the criteria for CET1 
Capital, AT1 Capital or Tier 2 Capital of the Reporting Bank, 
the capital instrument is to be considered as ordinary shares 
for the purpose of this regulatory adjustment4750A; and 

 
(E) the Reporting Bank may, with the prior approval of the 

Authority, temporarily exclude certain investments where 
these have been made in the context of resolving or 
providing financial assistance to reorganise a distressed 
institution; and 

 
(iii) the amounts of such capital investments that do not exceed the 

thresholds set out in sub-paragraph (i) above and are not deducted 
shall be risk-weighted at 250%;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(q) any other item or class of items which the Authority may specify in 

writing to the Reporting Bank for the purpose of this paragraph; and 
 
(r) in the case where the Reporting Bank does not have enough AT1 Capital 

to satisfy the required deductions set out in paragraph 6.2.3, the 
shortfall shall be deducted in the calculation of CET1 Capital.  

 
 

Ordinary Shares Issued by Fully Consolidated Subsidiaries 
 

6.1.4 A Reporting Bank shall calculate the amount of minority interest that will be 
recognised as consolidated CET1 Capital as follows (please refer to Annex 6A for an 
illustrative example): 
 

                                                 
 50A  For the avoidance of doubt, 

(a) a capital instrument would be deemed to have met the criteria for CET1 Capital, AT1 Capital or Tier 
2 Capital of the Reporting Bank, if it satisfies the applicable regulatory capital criteria imposed by a 
bank regulatory agency that has implemented the Basel III standards;  

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, (ii) if the investment is in 
the form of ordinary shares, and (iii) if the investment is not included as regulatory capital of the 
entity, the investment shall be considered as a CET1 capital instrument for the purpose of this 
regulatory adjustment; and 

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, 
(ii) is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 1 capital (or 
its equivalent) or Tier 2 capital (or its equivalent) of the entity, the capital instrument shall be 
considered as an AT1 capital instrument or Tier 2 capital instrument, respectively, for the purpose of 
this regulatory adjustment. 
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(a)  CET1 capital that is held by third party investors (“eligible minority 
interest”); less 

 
(b) the surplus CET1 Capital of the subsidiary attributable to the minority 

shareholders;  
 

where: 
 

(i) eligible minority interest is such minority interest that arises from 
paid-up ordinary shares issued by a fully consolidated subsidiary of 
the Reporting Bank which is a bank (whether licensed or regulated 
in Singapore or outside Singapore) 51 , 52  that if issued by the 
Reporting Bank, would meet all of the criteria for classification as 
ordinary shares for regulatory capital purposes, and                        
includes retained earnings and reserves of such a subsidiary that 
are attributable to third party investors; 

 
(ii) the surplus CET1 Capital of the subsidiary is calculated as the CET1 

Capital of the subsidiary, minus the lower of: 
 

(A) 9%53 of the subsidiary’s total RWA; and 
 

(B) 9%54 of the consolidated RWA attributable to the subsidiary; 
and  

 
(iii) the surplus CET1 Capital of the subsidiary attributable to minority 

shareholders is calculated by multiplying the surplus CET1 Capital of 
the subsidiary calculated in sub-paragraph (ii), by the percentage of 
eligible minority interest. 

 
For the avoidance of doubt, a Reporting Bank shall not include capital that has been 
issued to third party investors out of an SPE in CET1 Capital.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 

                                                 
51  For the purpose of this paragraph, any financial institution that is subject to the same minimum prudential 

standards and level of supervision as a bank may be considered to be a bank. 
52  Minority interest in a subsidiary that is itself a bank is strictly excluded from the consolidated CET1 Capital 

if the Reporting Bank or any of its related corporations or other affiliates have entered into any 
arrangements to fund directly or indirectly, minority investment in the subsidiary whether through an SPE 
or through another vehicle or arrangement. The treatment outlined above is thus applicable only where all 
minority investments in that subsidiary represent genuine third party common equity contributions to the 
subsidiary. 

53  This represents the sum of the minimum CET1 CAR of 6.5% and Capital Conservation Buffer of 2.5% that 
is applicable to the banking group. 

54  Where the Reporting Bank is not designated by the Authority as a D-SIB, it shall, at all times, maintain at 
both the Solo and Group levels the –  

 (a) is a wholesale bank or an offshore bank; and 
 (b) is not a subsidiary of a full bank, 
 the Authority may specify minimum ratios other than those set out in paragraph 6.1.4(b)(ii). Such 

minimum ratios shall not be less than the ratios set out in paragraph 62 of “Basel III: A global regulatory 
framework for more resilient banks and banking systems” issued by the BCBS in December 2010 (last 
revised in June 2011). 
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Division 2:  Additional Tier 1 Capital 
 

 Components of AT1 Capital 
 
6.2.1 AT1 Capital of a Reporting Bank shall be the sum of the following items, 
whether at the Solo or Group level, as the case may be:  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a) capital instruments issued by the Reporting Bank which comply with the 

requirements in paragraph 6.2.2, and are not included in CET1 Capital;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
(b) share premium, resulting from the issuance of capital instruments which 

fall within sub-paragraph (a), if any. Any share premium that is not 
eligible for inclusion in CET1 Capital shall be included in AT1 Capital only 
if the shares giving rise to the share premium comply with the 
requirements in paragraph 6.2.2;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(c) capital instruments issued by fully consolidated subsidiaries of the 

Reporting Bank and held by third party investors that meet the criteria 
for inclusion in AT1 Capital pursuant to paragraphs 6.2.4 and 6.2.5, and 
are not included in CET1 Capital; and 

 
(d)  regulatory adjustments set out in paragraph 6.2.3.  

 
 
Minimum Requirements for AT1 Capital Instruments  
 

6.2.2 For the purpose of paragraph 6.2.1(a), a Reporting Bank shall not include a 
capital instrument of the Reporting Bank as AT1 Capital unless -  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a) the capital instrument is issued and fully paid-up in cash55; 
 
(b) the capital instrument is subordinated to depositors and general 

creditors of the Reporting Bank, and holders of Tier 2 capital instruments 
issued by the Reporting Bank; 

 
(c) the paid-up amount is not guaranteed by the Reporting Bank or any of 

its related corporations or other affiliates, or covered under any other 

                                                 
55  Only the net proceeds received from the issuance of the capital instrument shall be included as capital.  
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arrangement that legally or economically enhances the seniority of the 
claim vis-a-vis  the Reporting Bank’s creditors56; 

 
[MAS Notice 637 (Amendment) 2012] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 

(d) the holder of the capital instrument waives his right, if any, to set off 
any amounts he owes the Reporting Bank against any subordinated 
amount owed to him due to the capital instrument and commits to 
return any set-off amounts or benefits received to the liquidator; 

 
(e) the subordination provisions of the capital instrument are governed by 

the laws of Singapore. Where the capital instrument is to be subject to 
the laws of a jurisdiction other than Singapore, the Reporting Bank shall 
satisfy itself that all the relevant conditions specified in this paragraph 
are met under the laws of that jurisdiction; 

 
(f) the capital instrument is perpetual. In this regard, there shall be no 

maturity date, and there shall be no step-ups or other provisions that 
mandate or create an incentive for the Reporting Bank to redeem the 
capital instrument57;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 (g) subject to paragraph 6.2.2A, the capital instrument is callable at the 

option of the Reporting Bank only after a minimum of five years from the 
issue date, subject to the following requirements:58  

 
(i) a call option may be exercised only with the prior approval of the 

Authority; 
 

(ii) the Reporting Bank shall not create an expectation that the call 
option will be exercised59; and 

 

                                                 
56  For example, where the Reporting Bank issues AT1 capital instruments via an SPE and provides support to 

the SPE (e.g. by contributing a reserve), the provision of support will constitute an enhancement and be 
deemed to fail to meet this requirement.   

57  For example, the following shall be considered as an incentive to redeem:  
(a) a call option combined with an increase in the credit spread of the capital instrument if the call option 

is not exercised;  
(b) a call option combined with a requirement or an investor option to convert the capital instrument into 

ordinary shares if the call is not exercised; or 
(c) a call option combined with a change in reference rate where the credit spread over the second 

reference rate is greater than the initial payment rate less the swap rate (i.e. the fixed rate paid to 
the call date to receive the second reference rate).  

For the avoidance of doubt, a conversion from a fixed rate to a floating rate or vice versa in combination with a 
call option without any increase in credit spread shall not in itself be deemed an incentive to redeem. The 
Reporting Bank shall, however, not do anything to create an expectation that the call will be exercised.  

[MAS Notice 637 (Amendment) 2012] 
58  [Deleted by MAS Notice 637 (Amendment No. 2) 2014]  
59  For example, the Authority is not likely to grant approval for redemption where a Reporting Bank calls a 

capital instrument and replaces it with another capital instrument that is more costly (e.g. with a higher 
credit spread). 
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(iii) the Reporting Bank shall not exercise a call option unless - 
 

(A) the capital instrument is replaced by the Reporting Bank 
with capital of the same or better quality, and the 
replacement of this capital is done at conditions which are 
sustainable for the income capacity of the Reporting Bank60; 
or 

 
(B) the Reporting Bank demonstrates that its capital position is 

well above the minimum capital requirements after the call 
option is exercised; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

  
(h) any repayment of principal (e.g. through repurchases or redemptions) is 

done only with the prior approval of the Authority. The Reporting Bank 
shall not assume or create any expectation that approval will be given by 
the Authority. Without prejudice to any other matter that the Authority 
may consider relevant, the Authority shall, in determining whether to 
grant its approval, consider whether the Reporting Bank's capital is likely 
to remain adequate after redemption; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

  

(i)  with regard to the dividend or coupon payable on the capital instrument, 

 

(i) the Reporting Bank has full discretion at all times to cancel 
distributions or payments61;  

 
(ii) any cancellation of dividend or coupon is not an event of default; 

 
(iii) the Reporting Bank has full access to cancelled payments to meet 

obligations as they fall due; and 
 

(iv) any cancellation of dividend or coupon does not impose restrictions 
on the Reporting Bank61A, except in relation to distributions to 
ordinary shareholders; 

 
                                                 
60  Replacement issues can be concurrent with, but not after the capital instrument is called. 
61  In this regard, “dividend pushers” are prohibited. A capital instrument with a dividend pusher obliges the 

Reporting Bank to make a dividend or coupon payment on the instrument, if it has made a payment on 
another (typically more junior) capital instrument or share. This obligation is inconsistent with the 
requirement for the Reporting Bank to have full discretion at all times to cancel distributions or payments. 
Furthermore, the cancellation of distributions or payments means that these payments are extinguished; it 
does not permit features that require the Reporting Bank to make distributions or payments in kind. For 
the avoidance of doubt, “dividend stoppers” are not prohibited, provided that the Reporting Bank retains 
full discretion at all times to cancel distributions or payments. A capital instrument with a dividend stopper 
stops the Reporting Bank from making a dividend on its ordinary shares or other AT1 capital instruments if 
a dividend or coupon payment is not paid on its AT1 capital instruments.  

61A  For example, restrictions which impede the Reporting Bank’s ability to restructure or improve its capital 
position. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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[MAS Notice 637 (Amendment No. 2) 2014] 
 

(j) any dividend or coupon to be paid under the capital instrument is only 
paid to the extent that the Reporting Bank has profits distributable under 
written law; 

 
(k) the capital instrument does not have a credit sensitive dividend feature, 

i.e. a dividend or coupon that is reset periodically, based in whole or in 
part on the credit standing of the Reporting Bank or any banking group 
entity; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(l) the capital instrument does not contribute to liabilities exceeding assets, 

if such a balance sheet test forms part of the law of insolvency;   
 

[MAS Notice 637 (Amendment) 2014] 
 
(m) where the capital instrument is classified as a liability under the 

Accounting Standards, it shall have principal loss absorption features 
through –  
 
(i) a provision under which it converts to ordinary shares if the CET1 

CAR of the Reporting Bank falls to 7% or below; or  
 

(ii) a write-down mechanism that allocates losses to the capital 
instrument if the CET1 CAR of the Reporting Bank falls to 7% or 
below. The write-down shall have the following effects: 

 
(A) it reduces the amount claimable by the holder of the capital 

instrument in the liquidation of the Reporting Bank; 
 

(B) it reduces the amount to be repaid when a call option is 
exercised; and 

 
(C) it partially or fully reduces dividend or coupon payments on 

the capital instrument; 
 
 Under both sub-paragraphs (i) and (ii) above, the conversion or write-

down shall generate CET1 Capital under the Accounting Standards and 
the capital instrument will only receive recognition as AT1 Capital up to 
the minimum level of CET1 generated by a full conversion or write-down 
of the capital instrument. In addition, the aggregate amount to be 
converted or written down for all such capital instruments shall be at 
least the amount needed to immediately return the Reporting Bank’s 
CET1 CAR to 7% or, if this is not possible, the full principal value of the 
capital instruments. 
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Where a Reporting Bank issues the capital instrument in a foreign 
currency, the capital instrument shall be revalued periodically (at least 
monthly) in terms of Singapore dollars at the prevailing exchange rates.  
Where the Reporting Bank intends to use a swap to hedge the foreign 
exchange exposure arising from the foreign currency capital instrument, 
it shall consult the Authority on the capital treatment applicable to the 
hedge prior to such use; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(n) neither the Reporting Bank nor any of its banking group entities or 

associates may purchase the capital instrument, nor can the Reporting 
Bank have directly or indirectly funded the purchase of the capital 
instrument;   

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(o) the capital instrument does not have any feature that hinders 

recapitalisation, such as provisions that require the issuer to compensate 
investors if a new instrument is issued at a lower price during a specified 
time frame62; 

 
(p) if the capital instrument is not issued out of an operating entity or the 

holding company of the Reporting Bank (e.g. issued out of a SPE), the 
proceeds from the issuance of the capital instrument shall be 
immediately available without limitation to an operating entity or the 
holding company of the Reporting Bank in a form which at the minimum 
meets all of the other requirements set out in this paragraph, for 
inclusion as AT1 Capital;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(q) the main features of the capital instrument are disclosed clearly and 

accurately to the investors of the capital instruments;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(r) the agreement governing the issuance of the capital instrument shall not 
be changed without the prior approval of the Authority where such 
proposed changes could impact its eligibility as AT1 Capital; and 

 
(s) the agreement governing the issuance of the capital instrument contain 

provisions which ensure its loss absorbency at the point of non-viability 
that meet the requirements set out in Annex 6B. 

                                                 
62  Where there is a dividend stopper within the terms and conditions of the AT1 capital instrument, such a 

feature shall not hinder the recapitalisation of the Reporting Bank. For example, a dividend stopper on an 
AT1 capital instrument shall not (a) attempt to stop payment on another capital instrument where such 
payments are not fully discretionary; (b) prevent distributions to ordinary shareholders for a period that 
extends beyond the point in time that dividend or coupon payments on the AT1 capital instrument are 
resumed; or (c) impede the normal operation of the Reporting Bank or any restructuring activity such as 
acquisitions or disposals.  
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[MAS Notice 637 (Amendment No. 2) 2014] 

6.2.2A The Authority may grant approval for redemption of a capital instrument 
within the first five years from the issue date where – 

(a) there is a change in tax status of the capital instrument due to changes 
in applicable tax laws of the country or territory in which the capital 
instrument was issued; or 

(b) there is a change relating to the recognition of the capital instrument as 
capital for calculating Tier 1 CAR and Total CAR,  

and provided that the requirements set out in paragraph 6.2.2(g)(i) to (iii) are met. The 
Authority shall, in determining whether to grant approval, consider whether the 
Reporting Bank was in a position to anticipate the event at the issuance of the capital 
instrument. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 

Regulatory Adjustments Applied in the Calculation of AT1 Capital 
 
6.2.3 A Reporting Bank shall apply the following regulatory adjustments in the 
calculation of AT1 Capital at the Solo or Group level, as the case may be: 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a) all investments in the Reporting Bank’s own AT1 capital instruments, 

whether held directly or indirectly37 by the Reporting Bank or any of its 
banking group entities, shall be deducted in the calculation of AT1 
Capital, unless already derecognised under the Accounting Standards. If 
the Reporting Bank or any of its banking group entities is contractually 
obliged to purchase any of its own AT1 capital instruments, the 
Reporting Bank shall deduct such AT1 capital instruments in the 
calculation of AT1 Capital. This adjustment shall apply to exposures in 
both the banking book and trading book.63  

  
 Gross long positions may be deducted net of short positions in the same 

underlying exposure, only if the short positions involve no counterparty 
credit risk. The Reporting Bank shall look through holdings of index 
securities to deduct exposures to its own AT1 capital instruments.40 

                                                 
63  For the avoidance of doubt, this adjustment does not cover AT1 capital instruments held by the Reporting 

Bank or any of its banking group entities where: 
 (a)  the investments in the AT1 capital instruments are funded by third parties other than the 

Reporting Bank or any of its banking group entities (e.g. life insurance policyholders or other third 
party investors); 

 (b) the risks and rewards associated with the investments in AT1 capital instruments are borne 
primarily by the third parties; and 

 (c) decisions to transact in the AT1 capital instruments are made independently from the issuer 
of the capital instruments and in the interests of the third parties. 
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However, gross long positions in its own AT1 capital instruments 
resulting from holdings of index securities may be netted against short 
positions in its own AT1 capital instruments, which result from short 
positions in the same underlying index41;  

 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(b) reciprocal cross holdings in the AT1 capital instruments63A of financial 
institutions that are designed to artificially inflate the capital position of 
the Reporting Bank shall be deducted in the calculation of AT1 Capital; 

 
(c) the amount of PE/VC investments in the form of AT1 capital instruments 

in excess of 20% of suchthe following capital investments shall be 
deducted in the calculation of AT1 Capital64,65:  

 

(i) PE/VC investments in the form of preference shares, and 
investments that are not ordinary shares and are classified as 
equity under the Accounting Standards; and 
 

(ii) investments in unconsolidated major stake companies that are not 
financial institutions in the form of preference shares, and  
investments that are not ordinary shares and are classified as 
equity under the Accounting Standards; 

 
(d) certain investments in the AT1 capital instruments of unconsolidated 

financial institutions in which the Reporting Bank does not hold a major 
stake, shall be deducted in the calculation of AT1 Capital64A, in 
accordance with sub-paragraphs (i) and (ii) below: 

 
                                                 
63A  For the avoidance of doubt,  

(a) a capital instrument would be deemed to have met the criteria for AT1 Capital of the Reporting Bank, 
if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency that has 
implemented the Basel III standards; and 

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, (ii) 
is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 1 capital (or its 
equivalent) of the entity, the capital instrument shall be considered as an AT1 capital instrument for 
the purpose of this regulatory adjustment. 

64  PE/VC investments in the form of AT1 capital instruments and investments in unconsolidated major stake 
companies that are not financial institutions, that are not deducted in the calculation of CET1 Capital, AT1 
Capital or Tier 2 Capital, shall be subject to the appropriate capital treatment set out in Part VII.  

65  For the avoidance of doubt, if the investment is in the form of preference shares, the capital instrument 
can be considered as an AT1 capital instrument for the purpose of this regulatory adjustment.  

64A  For the avoidance of doubt,  
(a) a capital instrument would be deemed to have met the criteria for AT1 Capital of the Reporting Bank, 

if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency that has 
implemented the Basel III standards; 

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, and (ii) if the investment is 
not included as regulatory capital of the entity, the investment can be excluded for the purpose of this 
regulatory adjustment; and  

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, (ii) 
is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 1 capital (or its 
equivalent) of the entity, the capital instrument shall be considered as an AT1 capital instrument for 
the purpose of this regulatory adjustment. 
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(i) the amount of such capital investments to be deducted in the 
calculation of AT1 Capital shall be the proportion of AT1 capital 
instrument holdings to total capital holdings64B, multiplied by the 
amount by which such capital investmentstotal capital holdings in 
aggregate exceed 10% of the Reporting Bank’s common equity. In 
this sub-paragraph, the Reporting Bank’s common equity for the 
purpose of calculating the 10% threshold shall be calculated in 
accordance with paragraph 6.1.3(o)(i); 

 
(ii) the total capital holdings referred to in sub-paragraph (i) above 

shall be calculated in accordance with paragraph 6.1.3(o)(ii); and  
 

(iii) the amounts of such capital investments that do not exceed the 
10% threshold calculated in accordance with paragraph 6.1.3(o)(i) 
and are not deducted shall continue to be risk-weighted48. For the 
application of risk-weighting, the amount of the holdings shall be 
allocated on a pro rata basis between those below and those above 
the threshold;  

 
(e) investments in the AT1 capital instruments of unconsolidated financial 

institutions in which the Reporting Bank holds a major stake companies 
(including insurance subsidiaries at the Solo and Group levels), shall be 
deducted in the calculation of AT1 Capital6547 unless a deduction has 
been made pursuant to sub-paragraph (c) above. The total of such 
investments shall be calculated as follows: 

 
(i) direct, indirect37 and synthetic holdings shall be included. For 

example, the Reporting Bank shall look through holdings of index 
securities to determine the underlying holdings of AT1 capital 
instruments43; 
 

(ii) the net long positions in both the banking book and trading book 
shall be included. In this regard, the gross long position can be 
offset against the short position in the same underlying exposure, if 
the maturity of the short position either matches the maturity of 
the long position or has a residual maturity of at least one 

                                                 
64B  The Reporting Bank shall include in the calculation of total capital holdings, the maximum amount that 

could be paid out on any guarantee or capital enhancement, through which capital support is provided by a 
Reporting Bank to a financial institution. 

65 For the avoidance of doubt,  
(a) a capital instrument would be deemed to have met the criteria for AT1 Capital of the Reporting Bank, 

if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency that has 
implemented the Basel III standards; and  

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, (ii) if the investment is in the 
form of preference shares or investment that is not in the form of ordinary shares and is classified as 
equity under the Accounting Standards, and (iii) if the investment is not included as regulatory capital 
of the entity, the investment shall be considered as an AT1 capital instrument for the purpose of this 
regulatory adjustment; and 

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, (ii) 
is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 1 capital (or its 
equivalent) of the entity, the capital instrument shall be considered as an AT1 capital instrument for 
the purpose of this regulatory adjustment. 
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year44,45,46; 
 

(iii) underwriting positions held for a period longer than five working 
days shall be included, while those positions held for five working 
days or less can be excluded; and  

 
(iv) the Reporting Bank may, with the prior approval of the Authority, 

temporarily exclude certain investments where these have been 
made in the context of resolving or providing financial assistance to 
reorganise a distressed institution;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(f) any other item or class of items which the Authority may specify in 

writing to the Reporting Bank for the purpose of this paragraph; and 
 
(g) in the case where the Reporting Bank does not have enough Tier 2 

Capital to satisfy the required deductions set out in paragraph 6.3.3, the 
shortfall shall be deducted in the calculation of AT1 Capital.  

 
 

 Qualifying Capital Instruments Issued by Fully Consolidated Subsidiaries 
Recognised as Tier 1 Capital  

 
6.2.4  CET1 capital instruments and AT1 capital instruments issued by a fully 
consolidated subsidiary of a Reporting Bank to third party investors (including amounts 
under paragraph 6.1.4) may receive recognition as Tier 1 Capital only if the capital 
instruments would, if issued by the Reporting Bank, meet all of the criteria for 
classification as Tier 1 Capital65A. The Reporting Bank shall calculate the amount that will 
be recognised as Tier 1 Capital as follows (please refer to Annex 6A for an illustrative 
example):  

(a) Tier 1 capital of the subsidiary issued to third party investors; less 

(b) the surplus Tier 1 Capital of the subsidiary attributable to third party 
investors;  

where: 
  

(i) Tier 1 capital of the subsidiary issued to third party investors means 
the sum of eligible minority interest and AT1 capital instruments 
issued by the subsidiary which are owned by third party investors; 
 

(ii) the surplus Tier 1 Capital of the subsidiary is calculated as the Tier 
1 Capital of the subsidiary, minus the lower of: 

 

                                                 
65A  CET1 capital instruments and AT1 capital instruments shall meet all of the criteria for classification as CET1 

capital instruments and AT1 capital instruments, respectively. 
[MAS Notice 637 (Amendment No. 2) 2014] 
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(A) 10.5%66 of the subsidiary’s total RWA; and 
 

(B) 10.5% 67  of the consolidated RWA attributable to the 
subsidiary; and 

 
(iii) the surplus Tier 1 Capital of the subsidiary attributable to third 

party investors is calculated by multiplying the surplus Tier 1 
Capital of the subsidiary calculated in sub-paragraph (ii), by the 
percentage of Tier 1 capital that is held by third party investors. 

 
A Reporting Bank when recognising the amount of Tier 1 Capital calculated in this 
paragraph as AT1 Capital, shall exclude amounts recognised as CET1 Capital under 
paragraph 6.1.4.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
6.2.5  Where capital instruments purchased by third party investors are issued for 
and on behalf of a Reporting Bank out of an SPE, such capital can be included in AT1 
Capital and treated as if the Reporting Bank itself had issued the capital directly to the 
third party investors only if it meets all the relevant entry criteria and the only asset of 
the SPE is its investment in the capital of the Reporting Bank in a form that meets or 
exceeds all the relevant entry criteria68 (as required by the criterion set out in paragraph 
6.2.2(p) for AT1 Capital). In cases where the capital has been issued to third party 
investors through an SPE via a fully consolidated subsidiary of the Reporting Bank, such 
capital may, subject to the requirements of this paragraph in relation to capital 
instruments issued through an SPE, be treated as if the subsidiary itself had issued it 
directly to third party investors and may be included in the Reporting Bank’s 
consolidated AT1 Capital in accordance with the treatment outlined in paragraph 6.2.4. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 
Division 3:  Tier 2 Capital 
 

Components of Tier 2 Capital 
 
6.3.1 Tier 2 Capital of a Reporting Bank shall be the sum of the following items, 
whether at the Solo or Group level, as the case may be:   

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
                                                 
66  This represents the sum of the minimum Tier 1 CAR of 8% and Capital Conservation Buffer of 2.5% that is 

applicable to the banking group.  
67  Where the Reporting Bank is not designated by the Authority as a D-SIB, it shall, at all times, maintain at 

both the Solo and Group levels the –  
(a) is a wholesale bank or an offshore bank; and 
(b) is not a subsidiary of a full bank, 
 the Authority may specify minimum ratios other than those set out in paragraph 6.2.4(b)(i). Such 

minimum ratios shall not be less than the ratios set out in paragraph 63 of “Basel III: A global regulatory 
framework for more resilient banks and banking systems” issued by the BCBS in December 2010 (last 
revised in June 2011). 

68  Assets that relate to the operation of the SPE may be excluded from this assessment if they are de 
minimis. 
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(a) capital instruments issued by the Reporting Bank that comply with the 
requirements in paragraph 6.3.2, and are not included in Tier 1 Capital; 

 
(b) share premium, resulting from the issuance of capital instruments which 

fall within sub-paragraph (a), if any. Any share premium that is not 
eligible for inclusion in Tier 1 Capital shall be included in Tier 2 Capital 
only if the shares giving rise to the share premium comply with the 
requirements in paragraph 6.3.2; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(c) capital instruments issued by fully consolidated subsidiaries of the 

Reporting Bank and held by third party investors that meet the criteria 
for inclusion in Tier 2 Capital pursuant to paragraphs 6.3.4 and 6.3.5, 
and are not included in Tier 1 Capital;  

 
(d) in the case where the Reporting Bank has adopted the SA(CR), general 

allowances or loan-loss reserves (also referred to as collective 
impairment allowances) that are held against future, presently 
unidentified losses, and that are freely available to meet losses which 
subsequently materialise. 69  Allowances ascribed to the identified 
deterioration of particular assets or known liabilities, whether individual 
or grouped, shall be excluded. The general allowances or loan-loss 
reserves eligible for inclusion shall not exceed 1.25% of the sum of the 
credit RWA set out in paragraph 7.1.1(a)70;  

 
(e) in the case where the Reporting Bank has adopted the IRBA, any excess 

of the TEP maintained by the Reporting Bank over the EL amount 
calculated by the Reporting Bank. The amount eligible for inclusion shall 
not exceed 0.6% of the sum of the credit RWA set out in paragraph 
7.1.1(b)69,70,71,72; and  

 
(f)  regulatory adjustments set out in paragraph 6.3.3. 
 
 
Minimum Requirements for Tier 2 Capital Instruments 

                                                 
69  For the avoidance of doubt, any deferred tax assets associated with these general allowances, loan-loss 

reserves or TEP maintained by the Reporting Bank shall be deducted in the calculation of CET1 Capital, as 
set out in paragraph 6.1.3(c).  

70  In the case of a Reporting Bank that has adopted the SA(CR), SA(EQ) or SA(SE) for a portion of its credit 
exposures and the IRBA, IRBA(EQ) or IRBA(SE) for the remaining portion of its credit exposures, the 
allowances maintained by the Reporting Bank shall be pro-rated according to the proportions of the 
Reporting Bank’s credit RWA that are attributable to the two portions respectively.  The treatment of the 
allowances attributed to the SA(CR) exposures, SA(EQ) exposures and SA(SE) exposures shall be in 
accordance with sub-paragraph (d), while the treatment of the allowances attributed to the IRBA 
exposures, IRBA(EQ) exposures and IRBA(SE) exposures shall be in accordance with sub-paragraph (e).  
Alternatively, the Authority may allow the Reporting Bank to rely on its internal methods for allocating the 
allowances that are attributable to the two portions, subject to the prior approval of the Authority and such 
conditions as the Authority may impose. 

71   For the purpose of this sub-paragraph, in calculating the credit RWA, the 1.06 scaling factor set out in 
paragraph 7.1.1(b) does not apply.  

72  Where the Authority is not satisfied that the EL amount fully reflects the conditions in the market in which 
the Reporting Bank operates, such excess amounts shall not be included as Tier 2 Capital. This also applies 
where the excess amounts on defaulted assets are used to offset the EL amount on non-defaulted assets.  
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6.3.2  For the purpose of paragraph 6.3.1(a), a Reporting Bank shall not include a 
capital instrument of the Reporting Bank as Tier 2 Capital unless – 
  

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(a) the capital instrument is issued and fully paid-up in cash55; 
 
(b) the capital instrument is subordinated to depositors and general 

creditors of the Reporting Bank; 
 

(c) the paid-up amount is not guaranteed by the Reporting Bank or any of 
its related corporations or other affiliates,  or covered under any other 
arrangement that legally or economically enhances the seniority of the 
claim vis-a-vis the Reporting Bank’s creditors and depositors56;  

[MAS Notice 637 (Amendment) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(d) the holder of the capital instrument waives his right, if any, to set off 

any amounts he owes the Reporting Bank against any subordinated 
amount owed to him due to the capital instrument and commits to 
return any set-off amounts or benefits received to the liquidator; 

 
(e) the subordination provisions of the capital instrument are governed by 

the laws of Singapore. Where the capital instrument is to be subject to 
the laws of a jurisdiction other than Singapore, the Reporting Bank shall 
satisfy itself that all the relevant conditions specified in this paragraph 
are met under the laws of that jurisdiction; 

 
(f) with regard to the maturity of the capital instrument: 
 

(i) the capital instrument has a minimum original maturity of at least 5 
years. Where the agreement governing the issuance of the capital 
instrument provides for the loan to be drawn down in a series of 
tranches, the minimum original maturity for each tranche shall be 5 
years from the date of its draw-down; 
 

(ii) recognition of the capital instrument as Tier 2 Capital in its final five 
years to maturity is amortised on a straight-line basis by 20% per 
annum in accordance with Table 6-1. Where the capital instrument 
is repayable in separate tranches, each tranche shall be amortised 
individually, as if it were a separate loan; and 

 
Table 6-1: Amortisation Schedule for a Tier 2 capital instrument 

Years to maturity (x) Amortised amount eligible to be 
included in Tier 2 Capital 

 
x > 4 100% 

3 < x ≤4 80% 
2 < x ≤ 3 60% 
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1 < x ≤ 2 40% 
x ≤ 1 20%  

 
(iii) there are no step-ups or other provisions that mandate or create an 

incentive for the Reporting Bank to redeem the capital 
instrument57; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 (g) subject to paragraph 6.3.2A, the capital instrument is callable at the 

option of the Reporting Bank only after a minimum of five years from the 
issue date, subject to the following requirements:73 

 
(i) a call option may be exercised only with the prior approval of the 

Authority; 
 

(ii) the Reporting Bank shall not create an expectation that the call 
option will be exercised59,74 and  

 
(iii) the Reporting Bank shall not exercise a call option unless - 

 
(A) the capital instrument is replaced by the Reporting Bank 

with capital of the same or better quality, and the 
replacement of this capital is done at conditions which are 
sustainable for the income capacity of the Reporting Bank60 
or 

 
(B) the Reporting Bank demonstrates that its capital position is 

well above the minimum capital requirements after the call 
option is exercised; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(h) the holder of the capital instrument has no rights to accelerate the 

repayment of future scheduled payments (either coupon or principal), 
except in a bankruptcy or liquidation of the Reporting Bank;  

 

(i) the capital instrument does not have a credit sensitive dividend feature, 
i.e. a dividend or coupon that is reset periodically, based in whole or in 
part on the credit standing of the Reporting Bank or any banking group 
entity; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(j) neither the Reporting Bank nor any of its banking group entities or 

associates may purchase the capital instrument, nor can the Reporting 

                                                 
73  [Deleted by MAS Notice 637 (Amendment No. 2) 2014] 
74  Where this requirement is met, an option to call the capital instrument after five years but prior to the 

start of the amortisation period will not be deemed an incentive to redeem.  
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Bank have directly or indirectly funded the purchase of the capital 
instrument;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(k) if the capital instrument is not issued out of an operating entity or the 

holding company of the Reporting Bank (e.g. issued out of a SPE), the 
proceeds from the issuance of the capital instrument shall be 
immediately available without limitation to an operating entity or the 
holding company of the Reporting Bank in a form which at the minimum 
meets all of the other requirements set out in this paragraph, for 
inclusion as Tier 2 Capital;  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(l) the main features of the capital instrument are disclosed clearly and 

accurately to the investors of the capital instruments;  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
(m) the agreement governing the issuance of the capital instrument shall not 

be changed without the prior approval of the Authority where such 
proposed changes could impact its eligibility as Tier 2 Capital; 

 
(n) where a Reporting Bank issues the capital instrument in a foreign 

currency, the capital instrument shall be revalued periodically (at least 
monthly) in terms of Singapore dollars at the prevailing exchange rates.  
Where the Reporting Bank intends to use a swap to hedge the foreign 
exchange exposure arising from the foreign currency capital instrument, 
it shall consult the Authority on the capital treatment applicable to the 
hedge prior to such use; and  

 
(o) the agreement governing the issuance of the capital instrument contain 

provisions which ensure its loss absorbency at the point of non-viability 
that meet the requirements set out in Annex 6B. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

6.3.2A The Authority may grant approval for redemption of a capital instrument 
within the first five years from the issue date where – 

(a) there is a change in tax status of the capital instrument due to changes 
in applicable tax laws of the country or territory in which the capital 
instrument was issued; or 

(b) there is a change relating to the recognition of the capital instrument as 
capital for calculating Total CAR,  

and provided that the requirements set out in paragraph 6.3.2(g)(i) to (iii) are met. The 
Authority shall, in determining whether to grant approval, consider whether the 
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Reporting Bank was in a position to anticipate the event at the issuance of the capital 
instrument. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 

Regulatory Adjustments Applied in the Calculation of Tier 2 Capital 
 

6.3.3 A Reporting Bank shall apply the following regulatory adjustments in the 
calculation of Tier 2 Capital at the Solo or Group level, as the case may be: 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(a) all investments in the Reporting Bank’s own Tier 2 capital instruments, 

whether held directly or indirectly37 by the Reporting Bank or any of its 
banking group entities, shall be deducted in the calculation of Tier 2 
Capital, unless already derecognised under the Accounting Standards. If 
the Reporting Bank or any of its banking group entities is contractually 
obliged to purchase any of its own Tier 2 capital instruments, the 
Reporting Bank shall deduct such Tier 2 capital instruments in the 
calculation of Tier 2 Capital. This adjustment shall apply to exposures in 
both the banking book and trading book.75  

  
 Gross long positions may be deducted net of short positions in the same 
underlying exposure, only if the short positions involve no counterparty 
credit risk. The Reporting Bank shall look through holdings of index 
securities to deduct exposures to its own Tier 2 capital instruments.40 
However, gross long positions in its own Tier 2 capital instruments 
resulting from holdings of index securities may be netted against short 
positions in its own Tier 2 capital instruments, which result from short 
positions in the same underlying index41;  

 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(b) reciprocal cross holdings in the Tier 2 capital instruments75A of financial 
institutions that are designed to artificially inflate the capital position of 
the Reporting Bank shall be deducted in the calculation of Tier 2 Capital; 

                                                 
75  For the avoidance of doubt, this adjustment does not cover Tier 2 capital instruments held by the 

Reporting Bank or any of its banking group entities where: 
(a)  the investments in the Tier 2 capital instruments are funded by third parties other than the Reporting 

Bank or any of its banking group entities (e.g. life insurance policyholders or other third party 
investors); 

(b) the risks and rewards associated with the investments in Tier 2 capital instruments are borne 
primarily by the third parties; and 

(c) the decisions to transact in the Tier 2 capital instruments are made independently from the issuer of 
the capital instruments and in the interests of the third parties. 

 75A  For the avoidance of doubt,  
(a) a capital instrument would be deemed to have met the criteria for Tier 2 Capital of the Reporting 

Bank, if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency 
that has implemented the Basel III standards; and 

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, 
(ii) is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares but is nevertheless recognised as Tier 2 capital (or 
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(c) the amount in amount of PE/VC investments in the form of Tier 2 capital 

instruments in excess of 20% of suchthe following capital investments 
shall be deducted in the calculation of Tier 2 Capital76,77: 

 

(i) PE/VC investments in the form of subordinated debt; and  
 

(ii) investments in unconsolidated major stake companies that are not 
financial institutions in the form of subordinated debt;  

 
(d) certain investments in Tier 2 capital instruments of unconsolidated 

financial institutions in which the Reporting Bank does not hold a major 
stake, shall be deducted in the calculation of Tier 2 Capital76A, in 
accordance with sub-paragraphs (i) and (ii) below:  

 
(i) the amount of such capital investments to be deducted in the 

calculation of Tier 2 Capital shall be the proportion of Tier 2 capital 
instrument holdings to total capital holdings76B multiplied by the 
amount by which such capital investmentstotal capital holdings in 
aggregate exceed 10% of the Reporting Bank’s common equity. In 
this sub-paragraph, the Reporting Bank’s common equity for the 
purpose of calculating the 10% threshold shall be calculated in 
accordance with paragraph 6.1.3(o)(i);  
 

(ii) the total capital holdings referred to in sub-paragraph (i) above 
shall be calculated in accordance with paragraph 6.1.3(o)(ii); and 

 
(iii) the amounts of such capital investments that do not exceed the 

10% threshold calculated in accordance with paragraph 6.1.3(o)(i) 
and are not deducted shall continue to be risk-weighted48. For the 
application of risk-weighting, the amount of the holdings shall be 
allocated on a pro rata basis between those below and those above 

                                                                                                                                                        
its equivalent) of the entity, the capital instrument shall be considered as a Tier 2 capital instrument 
for the purpose of this regulatory adjustment. 

76  PE/VC investments in the form of Tier 2 capital instruments and investments in unconsolidated major 
stake companies that are not financial institutions, that are not deducted in the calculation of CET1 Capital, 
AT1 Capital or Tier 2 Capital, shall be subject to the appropriate capital treatment set out in Part VII. 

77  For the avoidance of doubt, if the investment is in the form of subordinated debt, the capital instrument 
can be considered as a Tier 2 capital instrument for the purpose of this regulatory adjustment.  

 76A  For the avoidance of doubt,  
(a)  a capital instrument would be deemed to have met the criteria for Tier 2 Capital of the Reporting 

Bank, if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency 
that has implemented the Basel III standards;  

(b)  if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, and (ii) if the investment is 
not included as regulatory capital of the entity, the investment can be excluded for the purpose of 
this regulatory adjustment; and 

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, 
(ii) is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares and is recognised as Tier 2 capital (or its equivalent) 
of the entity, the capital instrument shall be considered as a Tier 2 capital instrument for the 
purpose of this regulatory adjustment. 

76B  The Reporting Bank shall include in the calculation of total capital holdings, the maximum amount that 
could be paid out on any guarantee or capital enhancement, through which capital support is provided by a 
Reporting Bank to a financial institution. 
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the threshold;  
  

(e) investments in the Tier 2 capital instruments of unconsolidated financial 
institutions in which the Reporting Bank holds a major stake companies 
(including insurance subsidiaries at the Solo and Group levels), shall be 
deducted in the calculation of Tier 2 Capital4777 unless a deduction has 
been made pursuant to sub-paragraph (c) above. The total of such 
investments shall be calculated as follows:  

 
(i) direct, indirect37 and synthetic holdings shall be included. For 

example, the Reporting Bank shall look through holdings of index 
securities to determine the underlying holdings of Tier 2 capital 
instruments43; 
 

(ii) the net long positions in both the banking book and trading book 
shall be included. In this regard, the gross long position can be 
offset against the short position in the same underlying exposure, if 
the maturity of the short position either matches the maturity of 
the long position or has a residual maturity of at least one 
year44,45,46; 
 

(iii) underwriting positions held for a period longer than five working 
days shall be included, while those positions held for five working 
days or less can be excluded; and  

 
(iv) the Reporting Bank may, with the prior approval of the Authority, 

temporarily exclude certain investments where these have been 
made in the context of resolving or providing financial assistance to 
reorganise a distressed institution; and 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
(f) any other item or class of items which the Authority may specify in 

writing to the Reporting Bank for the purpose of this paragraph.  
 
 

 Qualifying Capital Instruments Issued by Fully Consolidated Subsidiaries 
Recognised as Eligible Total Capital 

 

                                                 
77   For the avoidance of doubt,  

(a) a capital instrument would be deemed to have met the criteria for Tier 2 Capital of the Reporting Bank, 
if it satisfies the applicable regulatory capital criteria imposed by a bank regulatory agency that has 
implemented the Basel III standards; 

(b) if the entity in which the Reporting Bank has invested is (i) a financial institution that is subject to 
minimum prudential standards and supervision by a regulatory agency, (ii) if the investment is in the 
form of subordinated debt, and (iii) if the investment is not included as regulatory capital of the entity, 
the investment shall be considered as an Tier 2 capital instrument for the purpose of this regulatory 
adjustment; and 

(c) if the entity in which the Reporting Bank has invested is (i) a financial institution that is not a bank, (ii) 
is subject to minimum prudential standards and supervision by a regulatory agency, and (iii) the 
investment is not in the form of ordinary shares and is recognised as Tier 2 capital (or its equivalent) 
of the entity, the capital instrument shall be considered as a Tier 2 capital instrument for the purpose 
of this regulatory adjustment. 
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6.3.4  CET1 capital instruments, AT1 capital instruments and Tier 2 capital 
instruments issued by a fully consolidated subsidiary of a Reporting Bank to third party 
investors (including amounts under paragraphs 6.1.4, 6.2.4 and 6.2.5) may receive 
recognition as Eligible Total Capital only if the capital instruments would, if issued by the 
Reporting Bank, meet all of the criteria for classification as Tier 1 Capital or Tier 2 
Capital77A. The Reporting Bank shall calculate the amount that will be recognised as 
Eligible Total Capital as follows (please refer to Annex 6A for an illustrative example):  

(a) total capital of the subsidiary issued to third party investors; less 
 
(b) the surplus Eligible Total Capital of the subsidiary attributable to third 

party investors;  
 
where: 
 

(i) total capital of the subsidiary issued to third party investors means 
the sum of Tier 1 capital of the subsidiary and Tier 2 capital 
instruments issued by the subsidiary which are owned by third 
party investors; 
 

(ii) the surplus Eligible Total Capital of the subsidiary is calculated as 
the Eligible Total Capital of the subsidiary, minus the lower of: 

 
(A) 12.5%78 of the subsidiary’s total RWA; and 

 
(B) 12.5% 79  of the consolidated RWA attributable to the 

subsidiary; and 
 

(iii) the surplus Eligible Total Capital of the subsidiary attributable to 
third party investors is calculated by multiplying the surplus Eligible 
Total Capital of the subsidiary calculated in sub-paragraph (ii), by 
the percentage of total capital that is held by third party investors.  

 
A Reporting Bank when recognising the amount of Eligible Total Capital calculated in this 
paragraph as Tier 2 Capital, shall exclude amounts recognised as CET1 Capital under 
paragraph 6.1.4 and amounts recognised as AT1 Capital under paragraphs 6.2.4 and 
6.2.5.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 

                                                 
77A  CET1 capital instruments, AT1 capital instruments and Tier 2 capital instruments shall meet all of the 

criteria for classification as CET1 capital instruments, AT1 capital instruments and Tier 2 capital 
instruments, respectively. 

[MAS Notice 637 (Amendment No. 2) 2014] 
78  This represents the sum of the minimum Total CAR of 10% and Capital Conservation Buffer of 2.5% that is 

applicable to the banking group. 
79   Where the Reporting Bank is not designated by the Authority as a D-SIB, it shall, at all times, maintain at 

both the Solo and Group levels the –  
 (a) is a wholesale bank or an offshore bank; and 
 (b) is not a subsidiary of a full bank, 
 the Authority may specify minimum ratios other than those set out in paragraph 6.3.4(b)(i). Such 

minimum ratios shall not be less than the ratios set out in paragraph 64 of “Basel III: A global regulatory 
framework for more resilient banks and banking systems” issued by the BCBS in December 2010 (last 
revised in June 2011). 
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6.3.5  Where capital instruments purchased by third party investors are issued for 
and on behalf of a Reporting Bank out of an SPE, such capital can be included in Tier 2 
Capital and treated as if the Reporting Bank itself had issued the capital directly to third 
party investors only if it meets all the relevant entry criteria and the only asset of the 
SPE is its investment in the capital of the Reporting Bank in a form that meets or 
exceeds all the relevant entry criteria68 (as required by the criterion set out in paragraph 
6.3.2(k) for Tier 2 Capital). In cases where the capital has been issued to third party 
investors through an SPE via a fully consolidated subsidiary of the Reporting Bank, such 
capital may, subject to the requirements of this paragraph in relation to capital 
instruments issued through an SPE, be treated as if the subsidiary itself had issued it 
directly to third party investors and may be included in the Reporting Bank’s 
consolidated Tier 2 Capital in accordance with the treatment outlined in paragraph 6.3.4.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 
Division 4: Submission Requirements   
 
6.4.1  A Reporting Bank intending to issue or recognise any AT1 capital instrument 
or Tier 2 capital instrument for the purpose of inclusion as AT1 Capital under paragraph 
6.2.1 or as Tier 2 Capital under paragraph 6.3.1, respectively, shall – 

(a)  consult the Authority well in advance to allow adequate time for review if 
the capital instrument has additional features which are not explicitly 
addressed in paragraph 6.2.2 for AT1 Capital, or paragraph 6.3.2 for Tier 
2 Capital; and 

 
(b)  submit the following documents to the Authority before including such 

issuance as AT1 Capital or Tier 2 Capital: 
 

(i) a declaration signed by the chief financial officer of the Reporting 
Bank confirming – 

 
(A) that the Reporting Bank is responsible for complying with the 

requirements for inclusion of the issuance of the AT1 capital 
instrument as AT1 Capital, or the issuance of the Tier 2 
capital instrument as Tier 2 Capital; 
 

(B) that all the requirements for the inclusion of the issuance of 
the AT1 capital instrument or Tier 2 capital instrument set 
out in this Notice have been met;  

 
(C) the expected date on which the issuance would be included 

as AT1 Capital or Tier 2 Capital; and 
 

(D) that the Reporting Bank is aware that the Authority may 
take such necessary action against the Reporting Bank, 
including requiring the exclusion of the issuance for inclusion 
as AT1 Capital or as Tier 2 Capital, if the issuance does not, 
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or subsequently does not, comply with the requirements set 
out in this Notice; 

 
(ii)  all the executed agreements and offering documents governing the 

issuance of the AT1 capital instrument or Tier 2 capital instrument; 
 
(iii) all external legal opinions obtained in respect of the issuance of the 

AT1 capital instrument or the Tier 2 capital instrument stating that 
the requirements in paragraphs 6.2.2 and 6.3.2 (where applicable) 
have been met; 

 
(iv) a memorandum of compliance stating how the issuance complies 

with each of the requirements set out in paragraphs 6.2.2 and 6.3.2 
(where applicable) and identifying the relevant portions of the 
agreements and offering documents governing the issuance of the 
AT1 capital instrument or Tier 2 capital instrument which address 
each requirement;  

 
(v) the information and documents required to be submitted under 

paragraph 1.89 of Annex 6B; and 
 

(vi) where the agreements and offering documents governing the 
issuance of the AT1 capital instrument or Tier 2 capital instrument 
are governed by the laws of a jurisdiction other than Singapore, a 
written external legal opinion from an advocate and solicitor 
qualified to practise Singapore law, that he has reviewed all the 
agreements and offering documents governing the issuance, 
including any legal opinion from foreign law practitioners provided 
pursuant to paragraph 6.4.1(b)(iii) and the memorandum of 
compliance, and confirms that the memorandum of compliance read 
together with such agreements, offering documents, legal opinions 
and any letter of undertaking provided by the Reporting Bank or 
any banking group entity address the requirements of paragraphs 
6.2.2 or 6.3.2, as the case may be. 

 
6.4.2  For the purpose of paragraph 6.4.1(b)(iii), the written external legal opinion 
shall be reasonably unqualified, in particular with respect to the prohibition on provisions 
which mandate or create incentives for the redemption of the instrument, and other 
requirements relating to loss absorption, priority of claims, waiver of set-off amounts or 
benefits and subordination.  
 
 
Division 5: Transitional Arrangements  
 

Regulatory Adjustments 
 
6.5.1  The regulatory adjustments to be applied in the calculation of CET1 Capital, 
AT1 Capital and Tier 2 Capital, set out in paragraphs 6.1.3, 6.2.3 and 6.3.3 respectively, 
shall be phased in between 1 January 2013 to 1 January 2018 in the following manner: 
20% with effect from 1 January 2014, 40% with effect from 1 January 2015, 60% with 
effect from 1 January 2016, 80% with effect from 1 January 2017, and 100% with effect 
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from 1 January 2018. During the transition period, the remainder not deducted from 
capital shall continue to be subject to the treatment provided for in the cancelled MAS 
Notice 637 dated 14 December 2007.  
 
 

 Ineligible Minority Interest and Other Capital Issued by Fully Consolidated 
Subsidiaries Held by Third Party Investors 

6.5.2 A Reporting Bank shall exclude minority interests and other capital issued by 
fully consolidated subsidiaries held by third party investors that do not meet the 
requirements set out in paragraphs 6.1.4, 6.2.4, 6.2.5, 6.3.4 or 6.3.5 (as the case may 
be) from the relevant component of capital under this Part in phases in the following 
manner: 20% with effect from 1 January 2014, 40% with effect from 1 January 2015, 60% 
with effect from 1 January 2016, 80% with effect from 1 January 2017, and 100% with 
effect from 1 January 2018. For the avoidance of doubt, capital that meets, in full, the 
requirements set out in paragraphs 6.1.1(f), 6.2.1(c) or 6.3.1(c) (as the case may be) 
may be fully included in the relevant component of capital under this Part with effect 
from 1 January 2013.79A  

 
[MAS Notice 637 (Amendment) 2012] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 

 Ineligible Capital Instruments 
 
6.5.3 A Reporting Bank shall exclude capital instruments that do not meet, in full, 
the requirements set out in paragraphs 6.2.2 or 6.3.2 (as the case may be) from the 
relevant component of capital under this Part with effect from 1 January 2013 in phases. 
Fixing the base at the nominal amount of such instruments outstanding80 on 1 January 
201381, their recognition shall be capped at 90% with effect from 1 January 2013, with 
the cap reducing by 10 percentage points in each subsequent year. This cap shall be 
applied to AT1 capital instruments and Tier 2 capital instruments separately and refers to 
the total amount of capital instruments outstanding that no longer meets the relevant 
eligibility criteria.  

[MAS Notice 637 (Amendment) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 

 

                                                 
79A For the avoidance of doubt, where these capital instruments are issued by a bank subsidiary, the 

Reporting Bank shall first apply the provisions in paragraphs 6.5.3, 6.5.4 and 6.5.5, before applying the 
provisions in paragraph 6.5.2. 

[MAS Notice 637 (Amendment) 2012] 
80   The base shall reflect the outstanding amount that is eligible to be included in the relevant tiers of capital 

under the cancelled MAS Notice 637 dated 14 December 2007. In this regard, to the extent that a Tier 2 
capital instrument has begun to amortise before 1 January 2013, the base shall take into account the 
amount after amortisation and not the full nominal amount. For the avoidance of doubt, individual Tier 2 
capital instruments that are subject to amortisation requirements shall continue to be amortised by 20 
percentage points in each subsequent year. To the extent a capital instrument is redeemed or amortised 
after 1 January 2013, the nominal amount serving as the base is not reduced.  

81  Capital instruments denominated in a foreign currency shall be included in the base, using their values in 
the reporting currency of the Reporting Bank as at 1 January 2013. The base will therefore be fixed in the 
reporting currency of the Reporting Bank throughout the transition period. At each subsequent reporting 
date, such capital instruments shall be valued as they are reported on the balance sheet of the Reporting 
Bank (adjusting for any amortisation in the case of a Tier 2 capital instrument), and be subject to the 
relevant caps throughout the transition period.  
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6.5.4  A Reporting Bank shall treat capital instruments with an incentive to be 
redeemed as follows:  
 

(a) for a capital instrument that has a call and a step-up (or another 
incentive to be redeemed) prior to 1 January 2013, if the capital 
instrument is not called at its effective maturity date –  
 
(i) where the capital instrument, on a forward-looking basis, fully 

meets the requirements set out in paragraph 6.2.2 for an AT1 
capital instrument, or paragraph 6.3.2 for a Tier 2 capital 
instrument, it shall continue to be fully recognised as AT1 Capital or 
Tier 2 Capital, as the case may be;  

 
(ii) where the capital instrument, on a forward-looking basis, meets the 

requirements set out in paragraph 6.2.2 for an AT1 capital 
instrument, with the exception of paragraph 6.2.2(s), or paragraph 
6.3.2 for a Tier 2 capital instrument, with the exception of 
paragraph 6.3.2(o), as the case may be, the provisions of 
paragraph 6.5.3 shall apply82; and 

 
(iii) in all other cases, the capital instrument shall be derecognised in 

full with effect from 1 January 2013; and 
 

(b) for a capital instrument that has a call and a step-up (or another 
incentive to be redeemed) on or after 1 January 2013, the provisions of 
paragraph 6.5.3 shall apply on 1 January 2013 until its effective maturity 
date. If the capital instrument is not called at its effective maturity 
date – 

 
(i) where the capital instrument, on a forward-looking basis, fully 

meets the requirements set out in paragraph 6.2.2 for an AT1 
capital instrument, or paragraph 6.3.2 for a Tier 2 capital 
instrument, it shall continue to be fully recognised as AT1 Capital or 
Tier 2 Capital, as the case may be83; and  

 
(ii) where the capital instrument does not fully meet the requirements 

set out in paragraph 6.2.2 for an AT1 capital instrument, or 
paragraph 6.3.2 for a Tier 2 capital instrument, it shall be 
derecognised in full with effect from the effective maturity date.  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 

                                                 
82  However, for a capital instrument that had a call and a step-up (or another incentive to be redeemed) on 

or prior to 12 September 2010 and was not called at its effective maturity date, the provisions of 
paragraph 6.5.3 shall apply even if the capital instrument, on a forward-looking basis, does not meet any 
of the requirements set out in paragraph 6.2.2 for an AT1 capital instrument, or paragraph 6.3.2 for a Tier 
2 capital instrument, as the case may be. 

[MAS Notice 637 (Amendment) 2014] 
83  The full amount of the capital instrument, or in the case of a Tier 2 capital instrument, the applicable 

amortised amount of the capital instrument, shall be recognised.  
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6.5.5  A Reporting Bank shall exclude from CET1 capital instruments that do not 
meet the requirements set out in paragraph 6.1.2 with effect from 1 January 2013.  

[MAS Notice 637 (Amendment) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
6.5.6  Paragraphs 6.5.3, 6.5.4 and 6.5.5 apply only to a Reporting Bank in respect of 
the following capital instruments:  
 

(a) capital instruments issued before 12 September 2010; 
 

(b) capital instruments issued between 12 September 2010 and 31 
December 2012 (both dates inclusive) which meet all the requirements 
set out in paragraph 6.2.2 for an AT1 capital instrument, with the 
exception of paragraph 6.2.2(s); and  

 
(c) capital instruments issued between 12 September 2010 and 31 

December 2012 (both dates inclusive) which meet all the requirements 
set out in paragraph 6.3.2 for a Tier 2 capital instrument, with the 
exception of paragraph 6.3.2(o).  

 
[MAS Notice 637 (Amendment) 2012] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
6.5.7 [Deleted by MAS Notice 637 (Amendment No. 2) 2014]  
 
6.5.8 [Deleted by MAS Notice 637 (Amendment No. 2) 2014]  
 
6.5.9 A Reporting Bank shall obtain the prior approval of the Authority before 
redeeming (whether through a call option, repurchase or otherwise) any redeemable 
capital instruments issued prior to 14 September 2012.  

 
[MAS Notice 637 (Amendment) 2014] 



 
 
Monetary Authority of Singapore         71 
 

Annex 6A 
 
 
MINORITY INTEREST AND OTHER CAPITAL ISSUED BY FULLY CONSOLIDATED 
SUBSIDIARIES HELD BY THIRD PARTY INVESTORS –  
AN ILLUSTRATIVE EXAMPLE  
 
This Annex illustrates the treatment of minority interest and other capital issued by 
subsidiaries to third party investors, set out in paragraphs 6.1.4, 6.2.4, 6.2.5, 6.3.4 and 
6.3.5.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
A banking group consists of two legal entities that are both banks. Bank P is the parent 
and Bank S is the subsidiary and their unconsolidated balance sheets are set out below. 
 

Bank P balance sheet  Bank S balance sheet  

 
Assets  
Loans to customers  
Investment in CET1 capital 
instruments of Bank S  
Investment in AT1 capital 
instruments of Bank S  
Investment in Tier 2 capital 
instruments of Bank S  
 
Liabilities and equity  
Depositors  
Tier 2 capital instruments 
AT1 capital instruments  
Common equity  

 
 

100 
7 
 

4 
 

2 
 
 

70 
10 
7 

26 

 
Assets  
Loans to customers  
 
 
 
 
 
 
Liabilities and equity  
Depositors  
Tier 2 capital instruments 
AT1 capital instruments  
Common equity 

 
 

150  
 
 
 
 
 
 
 

127  
8  
5  

10  

 
The balance sheet of Bank P shows that in addition to its loans to customers, it owns 70% 
of the ordinary shares of Bank S, 80% of the AT1 capital of Bank S and 25% of the Tier 
2 capital of Bank S. The ownership of the capital of Bank S is therefore as follows: 
 

Capital issued by Bank S  

 Amount issued 
to parent   
(Bank P)  

Amount issued 
to third party 

investors 

Total 

CET1 capital (CET1) 7  3  10  

AT1 capital (AT1)  4  1  5  

Tier 1 capital (T1)  11  4  15  

Tier 2 capital (T2)  2  6  8  

Total capital (TC)  13  10  23  
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The consolidated balance sheet of the banking group is set out below:  
 

Consolidated balance sheet  

 
Assets  
Loans to customers  
 
Liabilities and equity  
Depositors  
Tier 2 capital issued by subsidiary to third party investors  
Tier 2 capital issued by parent  
AT1 capital issued by subsidiary to third party investors  
AT1 capital issued by parent  
Common equity issued by subsidiary to third party investors (i.e. minority 
interest)  
Common equity issued by parent  
 

 
 

250  
 
 

197  
6  

10  
1  
7  
3  
 

26 
  

 
 
For illustrative purposes Bank S is assumed to have RWA of 100. In this example, the 
minimum capital requirements of Bank S and the subsidiary’s contribution to the 
consolidated requirements are the same since Bank S does not have any loans to Bank P. 
This means that it is subject to the following minimum plus capital conservation buffer 
requirements and has the following surplus capital: 
 

 

Minimum and surplus capital of Bank S  

 Minimum plus capital 
conservation buffer 

Surplus  

CET1  9.0  
(= 9.0% of 100)  

1.0  
(=10 – 9.0)  

T1  10.5  
(= 10.5% of 100)  

4.5  
(=10 + 5 – 10.5)  

TC  12.5  
(= 12.5% of 100)  

10.5  
(=10 + 5 + 8 – 12.5)  
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The following table illustrates how to calculate the amount of capital issued by Bank S to 
include in consolidated capital, following the calculation procedure set out in paragraphs 
6.1.4, 6.2.4, 6.2.5, 6.3.4 and 6.3.5: 
 

Bank S: Amount of capital issued to third party investors included in 
consolidated capital  

  
Total 

amount 
issued  

(a)  

 
Amount 

issued to 
third party 
investors  

(b)  

 
Surplus  

(c)  

 
Surplus 

attributable to 
third party 

investors (i.e. 
amount excluded 

from 
consolidated 

capital)  
(d)  

=(c) * (b)/(a) 
 

 
 Amount 

included in 
consolidated 

capital 
(e) = (b) – (d)  

 

CET1  10  3  1.0  0.30  2.70 

T1  15  4  4.5  1.20  2.80  

TC  23  10  10.5  4.57  5.43  
 
 
The following table summarises the components of capital for the consolidated group 
based on the amounts calculated in the table above. AT1 capital is calculated as the 
difference between CET1 capital and Tier 1 capital, and Tier 2 capital is the difference 
between Total capital and Tier 1 capital. 
 

 
  

 Total amount issued 
by parent (all of 
which is to be 

included in 
consolidated capital) 

Amount issued by 
subsidiaries to third 
party investors to be 

included in 
consolidated capital 

Total amount issued 
by parent and 

subsidiary to be 
included in 

consolidated capital  

CET1  26  2.70  28.70  

AT1  7  0.10  7.10  

T1  33  2.80  35.80  

T2  10  2.63 12.63  

TC  43  5.43  48.43  
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Annex 6B 
 
 

REQUIREMENTS TO ENSURE LOSS ABSORBENCY AT THE POINT OF NON-
VIABILITY 

 
1.1 Paragraphs 6.2.2(s) and 6.3.2(o) require that the terms and conditions of AT1 
capital instruments and Tier 2 capital instruments contain provisions which ensure their 
loss absorbency at the point of non-viability. In this regard, the terms and conditions of 
all AT1 capital instruments and Tier 2 capital instruments issued by the Reporting Bank 
shall have a provision that requires such instruments, at the option of the Authority, to 
either be partially or fully written off 84  or converted into ordinary shares upon the 
occurrence of the trigger event85. 

 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

1.2 Any compensation paid to the instrument holders as a result of a write-off 
shall be paid immediately in the form of ordinary shares of the Reporting Bank (including 
any successor in resolution).85A  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
1.3 A Reporting Bank shall maintain at all times, all prior authorisation necessary 
to immediately issue the relevant number of ordinary shares specified in the capital 
instrument's terms and conditions should the trigger event occur. The conversion 
formula for determining the number of ordinary shares to be issued upon conversion of 
the capital instrument shall be fixed at the point of issuance, and shall include a limit on 
the maximum number of ordinary shares that would be issued upon conversion.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
1.4 The trigger event shall be the earlier of:  
 

(a) the Authority notifying the Reporting Bank in writing that the Authority is 
of the opinion that a write-off or conversion is necessary, without which 
the Reporting Bank would become non-viable; and  

 
(b) the Authority’s decision to make a public sector injection of capital, or 

equivalent support, without which the Reporting Bank would have 
become non-viable, as determined by the Authority. 

 
[MAS Notice 637 (Amendment) 2012] 

 
                                                 
84  The write-off of any capital instruments issued via an SPE to investors shall mirror the write-off of capital 

instruments issued by the Reporting Bank to the SPE. The Reporting Bank shall consult the Authority on 
such arrangements in advance, to allow adequate time for review.  

85  A write-off or conversion shall not constitute an event of default for the capital instruments. 
85A  The Authority may consider allowing the ordinary shares paid as compensation to the holders of the capital 

instrument to be those of the holding company of the Reporting Bank. A Reporting Bank shall approach the 
Authority before the issuance of such capital instruments.  

[MAS Notice 637 (Amendment No. 2) 2014] 



 
 
Monetary Authority of Singapore         76 
 

1.5 The Authority may take into account, among other considerations, the 
following85B in assessing a Reporting Bank’s viability -  
 

(a) whether the assets of the Reporting Bank are, in the Authority’s opinion, 
sufficient to provide adequate protection to the Reporting Bank’s 
depositors and creditors;  
 

(b) whether the Reporting Bank has lost the confidence of depositors, other 
creditors or the public. This may be characterised by ongoing increased 
difficulty of the Reporting Bank in obtaining or rolling over short-term 
funding;  
 

(c) whether the Reporting Bank’s regulatory capital has, in the Authority’s 
opinion, reached a level, or is eroding in a manner, that may 
detrimentally affect its depositors or creditors;  
 

(d) whether the Reporting Bank failed to pay any liability that has become 
due and payable or, in the Authority’s opinion, will not be able to pay its 
liabilities as they become due and payable; 
 

(e) whether the Reporting Bank failed to comply with an order of the 
Authority to increase its capital; 
 

(f) whether in the Authority’s opinion, any other state of affairs exists in 
respect of the Reporting Bank that may be materially prejudicial to the 
interests of the Reporting Bank’s depositors or creditors or the owners of 
any assets under the Reporting Bank’s administration; and 
 

(g) whether the Reporting Bank is able to recapitalise on its own through the 
issuance of ordinary shares or other forms of regulatory capital.  

 
[MAS Notice 637 (Amendment) 2013] 

 
1.6 The issuance of any new ordinary shares as a result of the trigger event shall 
occur prior to any public sector injection of capital so that the capital provided by the 
public sector is not diluted. 
 
 
Additional requirements for capital instruments issued by fully consolidated 
subsidiaries  
 
1.7 Where a Reporting Bank intends to include the AT1 capital instruments and 
Tier 2 capital instruments issued by its subsidiary or issued for and on behalf of its 
subsidiary by an SPE in the consolidated group’s regulatory capital at the Group level, 
the Reporting Bank may do so, to the extent permitted by the rules on eligibility of 

                                                 
85B  In its assessment, the Authority will bear in mind the aim of the requirements above, which is to ensure 

loss absorbency at the point of non-viability. The Authority will also have full discretion to not trigger the 
provision under paragraph 1.1 of Annex 6B even if the Reporting Bank is assessed to have ceased, or is 
about to cease, to be viable.   

[MAS Notice 637 (Amendment) 2013] 
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capital issued out of subsidiaries and held by third party investors set out in paragraphs 
6.1.4, 6.2.4, 6.2.5, 6.3.4, 6.3.5 of this Part, if the terms and conditions specify an 
additional trigger event. This additional trigger event shall be the earlier of:  
 

(a) the Authority notifying the Reporting Bank in writing that the Authority is 
of the opinion that a write-off or conversion is necessary, without which 
the Reporting Bank would become non-viable; and 

 
(b) the Authority’s decision to make a public sector injection of capital, or 

equivalent support, without which the Reporting Bank would have 
become non-viable, as determined by the Authority. 

 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

1.8 For the purpose of paragraph 1.7, any ordinary shares paid as compensation 
to the holders of the capital instrument shall be ordinary shares of either the subsidiary 
or of the Reporting Bank (including any successor in resolution).86 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 
Submission requirements 
 
1.9 For the purpose of ensuring compliance with the above requirements, the 
Reporting Bank shall submit the following information and documents to the Authority 
before including any issuance of capital instruments as AT1 Capital or Tier 2 Capital: 
 

(a)  an external legal opinion confirming that the write-off or conversion 
feature at the point of non-viability is enforceable, and that there are no 
impediments to the write-off or conversion of the instrument into 
ordinary shares of the Reporting Bank (or a banking group entity, where 
applicable) upon a trigger event;  

 
(b) where the terms of the instrument provide for trigger events in addition 

to the trigger events specified in this Annex, the rationale for these 
additional trigger events and an assessment of the possible market 
implications that might arise from the inclusion of these additional 
trigger events or upon a breach of these trigger events; and  

 
(c) a detailed description of the rationale for the specified conversion 

method, including computations of the indicative dilution of the 
Reporting Bank’s ordinary shares that would occur upon a trigger event, 
and an explanation of why such a conversion approach would help to 
ensure or maintain the viability of the Reporting Bank.  

 

                                                 
86  The Authority may consider allowing the ordinary shares paid as compensation to the holders of the capital 

instrument to be those of the holding company of the Reporting Bank. A Reporting Bank shall approach the 
Authority before the issuance of such capital instruments.  
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The Authority may require the Reporting Bank to submit additional information in such 
form and manner (as specified in writing by the Authority) before such capital 
instruments can be included as AT1 Capital or Tier 2 Capital. 
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PROPOSED AMENDMENTS TO PART VII (CREDIT RISK) 
  
The section lays out the following elements of Part VII of MAS Notice 637 (Credit Risk) in 
their entirety, with proposed amendments in tracked changes. 
 
Division 2 Measurement of Exposures 

Division 5 Equity Exposures 

Division 6 Securitisation 

Annex 7O Current Exposure Method 

Annex 7P CCR Standardised Method 

Annex 7Q CCR Internal Models Method 

Annex 7AG SF 

Annex 7AI Credit Valuation Adjustment 

Annex 7AJ Exposures to Central Counterparties 

Annex 7AK Illustration on the Calculatuon of Credit Risk-weighted Exposure 
Amounts for Equity Investments in Funds 

 
No amendments are proposed for other elements of Part VII not mentioned above. 
 
 
 
Division 2:  Measurement of Exposures  
 
 
Sub-division 1:  Introduction   
 
7.2.1 A Reporting Bank shall apply the exposure measurement requirements set out 
in this Division and the standards for prudent valuation set out in Annex 8N of Part VIII 
to calculate - 

 
(a) E, or where applicable E*, for any SA(CR) exposure, SA(EQ) exposure or 

SA(SE) exposure; and 
 

(b) EAD, or where applicable EAD*, for any IRBA exposure, IRBA(EQ) 
exposure or IRBA(SE) exposure. 

 
7.2.2 A Reporting Bank shall consult with the Authority on the appropriate 
treatment to apply in the measurement of E or EAD, whichever is applicable, for 
transactions that have not been addressed in this Division.  

 
7.2.3 A Reporting Bank shall calculate -  
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(a) E, or where applicable E*, for any SA(CR) exposure, SA(EQ) exposure  
or SA(SE) exposure net of any individual impairment allowance 104 
attributable to such SA(CR) exposure, SA(EQ) exposure or SA(SE) 
exposure as determined in accordance with the Accounting Standards;  

 
(b) EAD, or where applicable EAD*, for any IRBA exposure gross of any 

individual impairment allowance or partial write-offs attributable to such 
IRBA exposure as determined in accordance with the Accounting 
Standards104A; and  

 
(c)  EAD, or where applicable EAD*, for any IRBA(EQ) exposure or IRBA(SE) 

exposure net of any individual impairment allowance attributable to such 
IRBA(EQ) exposure or IRBA(SE) exposure as determined in accordance 
with the Accounting Standards.  

 
 
Sub-division 2:  Measurement of E or EAD for On-balance Sheet Assets  
 
7.2.4 Subject to paragraph 7.2.5 below, E or EAD105, whichever is applicable, for 
each on-balance sheet asset shall be the carrying amount of the asset as determined in 
accordance with the Accounting Standards.106 

[MAS Notice 637 (Amendment) 2014] 
 

7.2.4A In the case of a lease where the Reporting Bank is exposed to residual value 
risk (i.e. potential loss due to the fair value of the leased asset declining below the 
estimate of its residual value reflected on the balance sheet of the Reporting Bank at 
lease inception), the Reporting Bank shall calculate (i) an exposure to the lessee 
equivalent to the discounted lease payment stream; and (ii) an exposure to the residual 
value of the leased assets equivalent to the estimate of the residual value reflected in 
the balance sheet of the Reporting Bank.  
 

                                                 
104  Individual impairment allowance is also commonly known as specific allowance.  
104A  The EAD on drawn amounts shall not be less than the sum of (i) the amount by which a Reporting Bank’s 

regulatory capital would be reduced if the exposure were written-off fully, and (ii) any individual 
impairment allowances and partial write-offs. The difference between the EAD and the sum of (i) and (ii), 
where positive, is defined as a discount. For the avoidance of doubt, EAD, or where applicable EAD*, and 
the calculation of IRBA RWA is independent of any discounts.  

105  For any asset, E or EAD, whichever is applicable, shall be equal to the fair value of that asset presented in 
the balance sheet except that - 
(a) for any asset held at cost, E or EAD, whichever is applicable, shall be equal to the cost of the asset 

presented in the balance sheet; and 
(b) for any land and building asset or investment property where the Reporting Bank has recognised the 

revaluation surpluses or gains as CET1 Capital pursuant to paragraph 6.1.1(e), E or EAD, whichever is 
applicable, shall include only the portion of unrealised fair value gains that have been included as 
CET1 Capital (broadly equivalent to the sum of historical cost (less any allowance for impairment) and 
45% of the unrealised fair value gains).  

[MAS Notice 637 (Amendment) 2014] 
106   Any foreign exchange transaction or translation gain or loss from a foreign currency-denominated on-

balance sheet item as well as interest earned on a fixed income instrument should be allocated to the 
exposure to which it accrues. 
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7.2.5 A Reporting Bank shall not recognise the effect of netting agreements relating 
to on-balance sheet assets and liabilities. For the avoidance of doubt, this does not apply 
to the calculation of E or EAD, whichever is applicable, for pre-settlement counterparty 
exposures arising from derivative transactions and long settlement transactions under 
the SA-CCR set out in Annex 7O. 
   
 
Sub-division 3:  Measurement of E or EAD for Off-balance Sheet Items Other 

than Pre-settlement Counterparty Exposures Arising from OTC 
Derivative Transactions, Long Settlement Transactions and 
SFTs 

 
7.2.6 For each off-balance sheet item other than a pre-settlement counterparty 
exposure arising from an OTC derivative transaction, long settlement transaction or 
SFT107, a Reporting Bank shall calculate E or EAD, whichever is applicable, by – 
 

(a) in the case of an early amortisation exposure, multiplying the amount of 
investors’ interest108 with the applicable CCF set out in Annex 7E of this 
Part; and 

 
(b) in all other cases, multiplying the notional amount109 of each item110 with 

- 
 

(i) the applicable CCF set out in Annex 7A of this Part if that item is an 
SA(CR) exposure;  

 
(ii) the applicable CCF set out in Annex 7B of this Part if that item is an 

IRBA exposure, unless the Reporting Bank is adopting the A-IRBA 
or the IRBA for the IRBA retail asset class, in which case it shall use 
its own internal estimates of CCFs111 where relevant112; 

                                                 
107  Notwithstanding this, a Reporting Bank which is exposed to the risk of the underlying securities in an OTC 

derivative transaction, long settlement transaction or SFT which is in substance similar to a forward 
purchase or credit substitute shall calculate E or EAD, whichever is applicable, for such an exposure in 
accordance with this Sub-division. 

108  Investors’ interest is defined as the sum of – 
(a) investors’ drawn balances related to the securitised exposures; and 
(b) E or EAD, whichever is applicable, associated with investors’ undrawn balances related to the 

securitisation exposures. E or EAD is determined by allocating the undrawn balances of securitised 
exposures on a pro-rata basis based on the proportions of the originator’s and investor’s shares of the 
securitised drawn balances. 

109  The notional amount of an off-balance sheet item refers to the amount which has been committed but is 
as yet undrawn. The amount to which the CCF is applied is the lower of the value of the unused committed 
credit line, and the value which reflects any possible constraining availability of the facility, such as the 
existence of a ceiling on the potential lending amount which is related to an obligor’s reported cash flow. If 
the facility is constrained in this way, the Reporting Bank shall have sufficient line monitoring and 
management procedures to support this contention. 

110  Any foreign exchange transaction or translation gain or loss from a foreign currency-denominated off-
balance sheet item should be allocated to the exposure to which it accrues.   

111   A Reporting Bank adopting the A-IRBA or the IRBA for the IRBA retail asset class shall calculate historical 
EAD using a default-weighted average and not a time-weighted average when making its own internal 
estimates of CCFs.  
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(iii) the applicable CCF set out in Annex 7C of this Part if that item is an 

SA(SE) exposure; or 
 

(iv) the applicable CCF set out in Annex 7D of this Part if that item is an 
IRBA(SE) exposure.  

 
7.2.7 For avoidance of doubt, where a Reporting Bank has provided unfunded credit 
protection via a total rate of return swap, E or EAD, whichever is applicable, shall be 
equal to the notional amount of the underlying reference credit for which the Reporting 
Bank is providing protection adjusted for any payments received from or made to the 
protection buyer and recognised in the profit and loss account of the Reporting Bank. 
Where a Reporting Bank has provided unfunded credit protection via a credit default 
swap, E or EAD, whichever is applicable, shall be equal to the notional amount of the 
underlying reference credit for which the Reporting Bank is providing protection. 
 
 
Sub-division 4:  Recognition of Eligible Financial Collateral for On-balance Sheet 

Assets and Off-balance Sheet Items Other than Equity 
Exposures, Securitisation Exposures, OTC Derivative 
Transactions, Long Settlement Transactions and SFTs   

 
7.2.8 A Reporting Bank which has taken eligible financial collateral for any 
transaction other than an equity exposure, a securitisation exposure, an OTC derivative 
transaction, long settlement transaction or SFT may recognise the effect of such 
collateral in accordance with paragraphs 7.2.9 to 7.2.14 below.   
 
7.2.9 A Reporting Bank using the SA(CR) may use either the FC(SA) or the  FC(CA) 
to recognise the effect of eligible financial collateral.  The Reporting Bank shall apply the 
chosen approach consistently to the entire banking book and shall not use a combination 
of both approaches.   
 
7.2.10 A Reporting Bank using the SA(CR) and the FC(SA) may recognise the effect 
of eligible financial collateral in accordance with Sub-division 4 of Division 3 of this Part.  
Paragraphs 7.2.11 to 7.2.14 do not apply where a Reporting Bank uses the FC(SA). 
 
7.2.11 A Reporting Bank using the SA(CR) and the FC(CA) may calculate E*, the 
SA(CR) exposure adjusted for eligible financial collateral, in accordance with Annex 7I of 
this Part and substitute E* for E when calculating the credit risk-weighted exposure 
amount for that SA(CR) exposure under Sub-division 3 of Division 1 of this Part.   
 
7.2.12 A Reporting Bank using the F-IRBA and the FC(CA)113 may calculate EADadj, 
the IRBA exposure adjusted for eligible financial collateral, in accordance with Annex 7I 
of this Part and use EADadj to calculate LGD* in accordance with Sub-division 7 of 
Division 4 of this Part.114 

                                                                                                                                                        
112  An exposure that is subject to a 100% CCF under the F-IRBA shall continue to be subject to a 100% CCF 

under the A-IRBA. EAD for foreign exchange and interest rate commitments within a Reporting Bank’s 
IRBA retail asset class shall be determined in accordance with paragraph 7.2.6(b)(i).  

113  The FC(SA) is not available to a Reporting Bank using the F-IRBA. 
114  For avoidance of doubt, the EAD for any IRBA exposure is not affected by this calculation of EADadj. 
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7.2.13 A Reporting Bank using the supervisory slotting criteria under the F-IRBA and 
the FC(CA) may calculate EAD*, the IRBA exposure adjusted for eligible financial 
collateral, in accordance with Annex 7I of this Part and substitute EAD* for EAD when 
calculating the credit risk-weighted exposure amount and EL amount for that IRBA 
exposure under Sub-division 4 of Division 1 and Sub-division 14 of Division 4 of this Part, 
respectively. 
    
7.2.14 A Reporting Bank using the A-IRBA or the IRBA for the IRBA retail asset class 
may take collateral into account when deriving its own estimates of LGD.  
 
 
Sub-division 5:  Recognition of Eligible Financial Collateral for Securitisation 

Exposures 
 
7.2.15 A Reporting Bank which has taken eligible financial collateral for a 
securitisation exposure may recognise the effect of such collateral in accordance with 
paragraphs 7.2.16 to 7.2.19 below.  
 
7.2.16 A Reporting Bank using the SA(SE) may use either the FC(SA) or the FC(CA) 
to recognise the effect of eligible financial collateral.  The Reporting Bank shall apply the 
chosen approach consistently to the entire banking book and shall not use a combination 
of both approaches.   
 
7.2.17 A Reporting Bank using the SA(SE) and the FC(SA) may recognise the effect 
of eligible financial collateral in accordance with Sub-division 4 of Division 6 of this Part.  
Paragraphs 7.2.18 and 7.2.19 in this Sub-division do not apply to a Reporting Bank 
using the FC(SA).   
 
7.2.18 A Reporting Bank using the SA(SE) and the FC(CA) may calculate E*, the 
SA(SE) exposure adjusted for eligible financial collateral, in accordance with Annex 7I of 
this Part and substitute E* for E when calculating the credit risk-weighted exposure 
amount for that SA(SE) exposure under Sub-division 6 of Division 1 of this Part.   
 
7.2.19 A Reporting Bank using the IRBA(SE) may calculate EAD*, the IRBA(SE) 
exposure adjusted for eligible financial collateral, in accordance with Annex 7I of this 
Part and substitute EAD* for EAD when calculating the credit risk-weighted exposure 
amount for that IRBA(SE) exposure under Sub-division 6 of Division 1 of this Part. 
 
Sub-division 6: Measurement of E or EAD for Pre-settlement Counterparty 

Exposures Arising from OTC Derivative Transactions and Long 
Settlement Transactions, Other than Transactions Covered by a 
Qualifying Cross-Product Netting Agreement 
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7.2.20 Subject to paragraph 7.2.20A, for each OTC derivative transaction or long 
settlement transaction which is not covered by a qualifying cross-product netting 
agreement, a Reporting Bank shall calculate E or EAD, whichever is applicable, for the 
pre-settlement counterparty exposure arising from that OTC derivative transaction or 
long settlement transaction using one of the following methods: 

 
(a) the current exposure methodSA-CCR set out in Annex 7O of this Part; or 
 
(b) the CCR standardised method set out in Annex 7P of this Part; or 
 
(c)(b) the CCR internal models method set out in Annex 7Q of this Part.  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
7.2.20A For each counterparty, the E or EAD, whichever is applicable, for each OTC 
derivative transaction calculated in accordance with paragraph 7.2.20, shall be the 
greater of zero and the difference between the sum of E or EAD, whichever is applicable, 
across all netting sets with the counterparty and the CVA for that counterparty which has 
already been recognised by the Reporting Bank as an incurred write-down (i.e. a CVA 
loss). The Reporting Bank shall calculate the CVA loss without taking into account any 
offsetting debit valuation adjustments which have been deducted in the calculation of 
CET1 Capital in accordance with paragraph 6.1.3(g) of Part VI114A.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
7.2.21 A Reporting Bank shall not use the CCR internal models method unless it has 
received the approval of the Authority to do so. Except in the cases set out in paragraph 
7.1 of Annex 7P of this Part, combined use of the CCR standardised method and the 
current exposure method within an entity in the banking group is not allowed.  However, 
the use of the current exposure method by one entity within the banking group and the 
CCR standardised method by another entity within the same banking group is permitted. 
 
7.2.21A Regardless of the method used by a Reporting Bank for calculating E or EAD, 
whichever is applicable, for the pre-settlement counterparty exposure arising from OTC 
derivative transactions and SFTs, a Reporting Bank may determine E or EAD, whichever 
is applicable, for the pre-settlement counterparty exposure arising from long settlement 
transactions using anyeither of the methods set out in paragraph 7.2.20. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

7.2.21B A Reporting Bank adopting the A-IRBA or the IRBA for the IRBA retail 
asset class may take collateral into account when deriving its own estimates of LGD.  

 

                                                 
114A  Where a Reporting Bank uses a combination of the current exposure method, CCR standardised method or 

SA-CCR and CCR internal models method to calculate its E or EAD, whichever is applicable, to a single 
counterparty, the Reporting Bank shall allocate separately (with no double-counting) collateral posted by 
the counterparty, for the purposes of calculating its E or EAD, whichever is applicable, under each of the 
respective methods.  
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Sub-division 7:  Measurement of E or EAD for Pre-Settlement Counterparty 
Exposures Arising from SFTs, Other than Transactions Covered 
by a Qualifying Cross-Product Netting Agreement 

 
7.2.22 A Reporting Bank shall treat an SFT as collateralised lending for the purposes 
of this Notice, notwithstanding the wide range of structures which could be used for SFTs.    
 
7.2.23 A Reporting Bank shall calculate E or EAD, whichever is applicable, for a pre-
settlement counterparty exposure arising from an SFT, other than an exposure covered 
by a qualifying cross-product netting agreement –  
 

(a) in accordance with paragraphs 7.2.25 to 7.2.31 below; or 
 

(b) using the CCR internal models method set out in Annex 7Q of this Part. 
 
7.2.24 A Reporting Bank shall not use the CCR internal models method unless it has 
received the approval of the Authority to do so.  
 
7.2.25 Unless a Reporting Bank is using the CCR internal models method, it shall 
determine E or EAD, whichever is applicable, for a pre-settlement counterparty exposure 
arising from an SFT which is not covered by a qualifying cross-product netting 
agreement as follows114B:    
  

(a) in the case where the Reporting Bank has lent securities to a 
counterparty or sold securities to a counterparty with a commitment to 
repurchase those securities at a specified price on a specified future date, 
the latest fair value of the security lent or sold; and  

 
(b) in the case where the Reporting Bank has lent cash to a counterparty 

through the borrowing of securities from the counterparty or paid cash 
for the purchase of securities from a counterparty with a commitment to 
resell those securities at a specified price on a specified future date, the 
amount of cash lent or paid.114C   

 
7.2.26 A Reporting Bank which has taken eligible financial collateral for any SFT 
where the pre-settlement counterparty exposure is determined in accordance with 
paragraph 7.2.25 above may recognise the effect of such collateral in accordance with 
paragraphs 7.2.27 to 7.2.31 below. 
 
7.2.27 A Reporting Bank using the SA(CR) may use either the FC(SA) or the FC(CA) 
to recognise the effect of eligible financial collateral for any SFT in the banking book. The 
Reporting Bank shall apply the chosen approach consistently to the entire banking book 
and shall not use a combination of both approaches.  For a pre-settlement counterparty 

                                                 
114B  For the avoidance of doubt, a Reporting Bank on either side of an SFT shall hold capital for the SFT.  For 

example, this applies to repos and reverse repos, securities lending and securities borrowing transactions, 
and posting of securities in connection with derivative exposures or other borrowings. 

114C Where a Reporting Bank, acting as an agent, arranges an SFT between a counterparty and a third party 
and provides a guarantee to the counterparty that the third party will perform on its obligations, then the 
risk to the Reporting Bank is the same as if the Reporting Bank had entered into the transaction as a 
principal. In such circumstances, the Reporting Bank shall calculate capital requirements as if it were itself 
the principal.  
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exposure arising from any SFT in the trading book, a Reporting Bank using SA(CR) shall 
only use the FC(CA) to recognise the effect of eligible financial collateral. 
 
7.2.28 A Reporting Bank using the SA(CR) and FC(SA) may recognise the effect of 
eligible financial collateral for any SFT in accordance with Sub-division 4 of Division 3 of 
this Part. Paragraphs 7.2.29 to 7.2.34 in this Sub-division do not apply where a 
Reporting Bank uses the FC(SA). 
 
7.2.29 A Reporting Bank which has taken eligible financial collateral for any SFT that 
is not covered by a qualifying bilateral netting agreement may - 
 

(a) if it is using the SA(CR) and the FC(CA), calculate E*, the SA(CR) 
exposure adjusted for eligible financial collateral, in accordance with 
Annex 7I of this Part, and substitute E* for E when calculating the credit 
risk-weighted exposure amount for that SA(CR) exposure under Sub-
division 3 of Division 1 of this Part; and  

 
(b) if it is using the F-IRBA and the FC(CA)115, calculate EADadj , the IRBA 

exposure adjusted for eligible financial collateral, in accordance with 
Annex 7I of this Part, and use EADadj to calculate LGD* in accordance 
with Sub-division 7 of Division 4 of this Part.116  

 
7.2.30 A Reporting Bank using the A-IRBA or the IRBA for the IRBA retail asset class 
may take collateral into account when deriving its own estimates of LGD for - 
 

(a) any SFT that is not covered by a qualifying bilateral netting agreement; 
or  

 
(b) any SFT that is covered by a qualifying bilateral netting agreement but 

for which the Reporting Bank has elected not to recognise the netting 
effects for the purposes of calculating regulatory capital requirements 
pursuant to this Notice.117  

 
7.2.31 A Reporting Bank which has taken eligible financial collateral for an SFT that is 
covered by a qualifying bilateral netting agreement may - 
 

(a) if it is using the SA(CR) and the FC(CA), calculate E*, the SA(CR) 
exposure adjusted for eligible financial collateral for all its SA(CR) 
exposures to any single counterparty covered by the qualifying bilateral 
netting agreement, in accordance with Annex 7I of this Part (if the 
Reporting Bank is using supervisory haircuts or own-estimate haircuts) 
or Annex 7M of this Part (if the Reporting Bank is using VaR models), 
and substitute E* for E when calculating the credit risk-weighted 
exposure amount for its SA(CR) exposures to that counterparty under 
Sub-division 3 of Division 1 of this Part; and 

 

                                                 
115  The FC(SA) is not available to a Reporting Bank using the F-IRBA. 
116  For avoidance of doubt, the EAD for any IRBA exposure is not affected by this calculation of EADadj. 
117  A Reporting Bank which has adjusted its estimates of LGD pursuant to paragraph 7.2.30(b) shall not also 

substitute EAD* for EAD pursuant to paragraph 7.2.31(b).  
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(b) if it is using the IRBA (whether F-IRBA, A-IRBA or IRBA for the IRBA 
retail asset class) and the FC(CA), calculate EAD*, the IRBA exposure 
adjusted for eligible financial collateral for all its IRBA exposures to any 
single counterparty covered by the qualifying bilateral netting agreement, 
in accordance with Annex 7I of this Part (if the Reporting Bank is using 
supervisory haircuts or own-estimate haircuts) or Annex 7M of this Part 
(if the Reporting Bank is using VaR models), and substitute EAD* for 
EAD when calculating the credit risk-weighted exposure amount for its 
IRBA exposures to that counterparty under Sub-division 4 of Division 1 
of this Part.118 

 
 
Sub-division 8:  Measurement of E or EAD for Pre-Settlement Counterparty 

Exposures Arising from OTC Derivative Transactions, Long 
Settlement Transactions and SFTs Covered by a Qualifying 
Cross-Product Netting Agreement 

 
7.2.32 Subject to paragraph 7.2.32A, a Reporting Bank shall calculate E or EAD, 
whichever is applicable, for any pre-settlement counterparty exposure arising from any 
OTC derivative transaction, long settlement transaction or SFT to a single counterparty 
that is covered by a qualifying cross-product netting agreement, using the CCR internal 
models method set out in Annex 7Q of this Part. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
7.2.32A For each counterparty, the E or EAD, whichever is applicable, for each OTC 
derivative transaction calculated in accordance with paragraph 7.2.32, shall be the 
greater of zero and the difference between the sum of E or EAD, whichever is applicable, 
across all netting sets with the counterparty and the CVA for that counterparty which has 
already been recognised by the Reporting Bank as an incurred write-down (i.e. a CVA 
loss). The Reporting Bank shall calculate the CVA loss without taking into account any 
offsetting debit valuation adjustments which have been deducted in the calculation of 
CET1 Capital in accordance with paragraph 6.1.3(g) of Part VI.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
7.2.33 A Reporting Bank shall not use the CCR internal models method unless it has 
received the approval of the Authority to do so.  
 
 
Sub-division 9:   Exceptions to the Measurement of E or EAD  
 
7.2.34 Notwithstanding paragraphs 7.2.1 to 7.2.33 above, a Reporting Bank may 
attribute a value of zero to E or EAD, whichever is applicable, for -  

 
(a) any pre-settlement counterparty exposure arising from any credit 

derivative which a Reporting Bank may recognise as eligible credit 

                                                 
118  The Reporting Bank shall not recognise the effect of eligible financial collateral by adjusting LGD. 
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protection for a banking book exposure or another CCR exposure119A; 
and119 

 
(b) any pre-settlement counterparty exposure arising from any sold credit 

default swap in the banking book, where the credit default swap is 
treated as credit protection sold by the Reporting Bank , and subject to 
credit risk capital requirements for the full notional amount.  

[MAS Notice 637 (Amendment) 2012] 
 
 
Sub-division 10:   Measurement of E or EAD for Unsettled Transactions 
 
7.2.35 A Reporting Bank shall determine E or EAD, whichever is applicable, for an 
unsettled DvP transaction as the difference between the transaction valued at the agreed 
settlement price and the transaction valued at current market price, or in the case where 
the difference is negative, a value of zero. 
 
7.2.36 A Reporting Bank shall determine E or EAD, whichever is applicable, for an 
unsettled non-DvP transaction as equal to the outstanding receivables after the end of 
the first contractual payment or delivery date.120 
 
 
  
 
  
  

                                                 
119  [This footnote has been intentionally left blank.] 
119A  For the purpose of computing the CVA risk capital requirement, a Reporting Bank shall not attribute a 

value of zero to E or EAD, whichever is applicable, for the pre-settlement counterparty exposure to the 
protection provider arising from a credit derivative which the Reporting Bank recognises as an eligible 
hedge in the calculation of the CVA risk capital. 

120  If the dates when two payment legs are made are the same according to the time zones where each 
payment is made, they are deemed to have been settled on the same day. 
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Division 5:  Equity Exposures  
 
 
Sub-division 1:  Definition of Equity Exposures 
 
7.5.1 A Reporting Bank shall categorise an instrument as an equity exposure if - 
 

(a) it is irredeemable and the return of invested funds can be achieved only 
by the sale of the investment or sale of the rights to the investment or 
by the liquidation of the issuer of the instrument;  

 
(b) it does not in substance amount to an obligation on the part of the issuer 

of the instrument; and 
 
(c) it conveys a residual claim on the assets or income of the issuer of the 

instrument.   
 

A Reporting Bank shall include as an equity exposure, any ownership interests
181, whether voting or non-voting, in the assets or income of a corporation and any 
derivative instruments tied to ownership interests.  
 
7.5.2 A Reporting Bank shall treat any instrument182 structured with the intent of 
conveying the economic substance of an equity exposure as defined in paragraph 7.5.1 
as an equity exposure.183 
 
7.5.3 Subject to paragraphs 7.5.4 to 7.5.10, a Reporting Bank shall not treat any 
instrument structured with the intent of conveying the economic substance of a debt 
holding or securitisation exposure as an equity exposure.184  
 
7.5.4 Notwithstanding paragraphs 7.5.1 to 7.5.3 above, a Reporting Bank shall 
categorise the following instruments as equity exposures:  
 

(a) an instrument with the same structure as one approved for inclusion as 
Tier 1 Capital under Part VI or equivalent regulatory requirements of a 
bank regulatory agency other than the Authority; and 

  
(b) an instrument that in substance amounts to an obligation on the part of 

the issuer of the instrument and where one or more of the following 
requirements are complied with:  

                                                 
181  Indirect equity interests include holdings in corporations, partnerships, limited liability companies or other 

types of enterprises that issue ownership interests and are engaged principally in the business of investing 
in equity instruments. 

182  This includes any debt, security, partnership, derivative or vehicle.  
183  Any perpetual instrument which is irredeemable or redeemable at the issuer’s option shall be categorised 

as an equity exposure. For example, irredeemable perpetual preference shares or perpetual preference 
shares redeemable at the issuer’s option shall be characterised as equity exposures. Any debt instrument 
which is convertible into equity at the option of the issuer or automatically by the terms of the instruments 
shall also be characterised as an equity exposure.  A short position in equity securities shall also be 
characterised as an equity exposure. 

184  For example, perpetual preference shares redeemable at holder’s option and non-convertible term 
preference shares would be treated as debt exposures. 
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(i) the issuer may defer the settlement of the obligation indefinitely; 
 
(ii) the obligation requires or permits, at the discretion of the issuer, 

settlement by issuance of a fixed number of the equity shares of 
the issuer; 

 
(iii) the obligation requires or permits, at the discretion of the issuer, 

settlement by issuance of a variable number of the equity shares of 
the issuer and ceteris paribus any change in the value of the 
obligation is attributable to, comparable to, and in the same 
direction as, the change in the value of a fixed number of the 
equity shares of the issuer185; or  

 
(iv) the holder has the option to require that the obligation be settled in 

equity shares, unless the Reporting Bank is able to demonstrate to 
the satisfaction of the Authority that the instrument should be 
treated as a debt exposure. In the case of a traded instrument, the 
Reporting Bank shall demonstrate to the satisfaction of the 
Authority that the instrument is traded more like the debt of the 
issuer than its equity.186  

 
7.5.4B Notwithstanding paragraphs 7.5.1 to 7.5.4A, a Reporting Bank shall 
categorise its equity investments in all types of funds held in its banking book as equity 
exposures.186A 
 
7.5.5 In the case stated in paragraph 7.5.4(b)(iv), subject to approval by the 
Authority, a Reporting Bank may break down the risks associated with the instrument 
into an equity position and a debt position for the purposes of calculating regulatory 
capital requirements under the Notice.  The Reporting Bank shall, if required by the 
Authority, be able to demonstrate how it breaks down the risks into an equity exposure 
and a debt exposure.  
 
7.5.6 A Reporting Bank shall categorise any equity exposure arising from a debt to 
equity swap made as part of the orderly realisation or restructuring of the debt as an 
equity exposure.  Such instruments shall not attract a lower regulatory capital 
requirement than would apply if they had remained in the debt portfolio. 
 
7.5.7 A Reporting Bank shall categorise any instrument with a return linked to that 
of equities as an equity exposure.  However, such an instrument need not be included as 

                                                 
185  For certain obligations that require or permit settlement by issuance of a variable number of the issuer’s 

equity shares, the change in the monetary value of the obligation is equal to the change in the fair value of 
a fixed number of equity shares multiplied by a specified factor. Those obligations meet the conditions of 
paragraph 7.5.4(b)(iii) if both the factor and the referenced number of shares are fixed. For example, an 
issuer may be required to settle an obligation by issuing shares with a value equal to three times the 
appreciation in the fair value of 1,000 equity shares. That obligation is considered to be the same as an 
obligation that requires settlement by issuance of shares equal to the appreciation in the fair value of 
3,000 equity shares. 

186  [This footnote has been intentionally left blank.] 
186A This includes off-balance sheet exposures to the fund e.g. unfunded commitments to subscribe to a fund’s 

future capital calls. 
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an equity exposure if it is directly hedged by another equity exposure and the net 
position does not involve material risk.187     
 
7.5.8 The Authority may, on a case-by-case basis, require a Reporting Bank to re-
characterise a debt holding as an equity exposure for the purposes of calculating 
regulatory capital requirements.  

 
 

                                                 
187  A Reporting Bank shall, if required by the Authority, be able to demonstrate that the net position of 

hedged equity exposures does not involve material risk. 
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Sub-division 2:  Overview of Calculation of Credit RWA for Equity Exposures 
 
7.5.9 A Reporting Bank shall not include the following in its calculation of SA(EQ) 
RWA or IRBA(EQ) RWA: 
 

(a) any equity exposure held in the trading book;  
 
(b) any equity exposure that is not consolidated in the consolidated financial 

statements of the Reporting Bank in accordance with Part III; or 
 
(c) any equity exposure that is required to be deducted in the calculation of 

CET1 Capital, AT1 Capital or Tier 2 Capital or risk weighted at 250% 
pursuant to Part VI. 

 
7.5.10 A Reporting Bank which has received approval from the Authority to adopt the 
IRBA pursuant to Division 4 of this Part shall not calculate the credit risk-weighted 
exposure amount for its equity exposures  using the SA(EQ) unless its equity exposures 
fall below the materiality threshold set out in Annex 7AC of this Part.  
 
 
Sub-division 3:  Calculation of Credit Risk-Weighted Exposure Amount for 

Equity Exposures Using SA(EQ) 
 
7.5.11 A Reporting Bank using the SA(EQ) to calculate the credit risk-weighted 
exposure amount for its equity exposures, except for its equity investments in funds held 
in the banking book, shall apply a risk weight of 100% to E, being the value of the equity 
exposure measured in accordance with Division 2 of this Part.187A A Reporting Bank shall 
include in its calculation of the credit risk-weighted exposure amount for equity 
exposures using SA(EQ), the credit risk-weighted exposure amount for its equity 
investments in funds held in the banking book applying, in a consistent manner, the 
treatment in accordance with Sub-division 5 of this Division to its equity investments in 
funds held in the banking book. 
 
7.5.12 A Reporting Bank shall treat short positions as if they are long positions, and 
apply a risk weight of 100% to the value of each position as measured in accordance 
with Division 2 of this Part.  
 
7.5.12A The Authority may require a Reporting Bank to use the IRBA(EQ) pursuant to 
Sub-division 4 of this Division to calculate the credit risk-weighted exposure amount of 
its equity exposures, if the Authority is of the view that the equity exposures of the 
Reporting Bank are a significant part of the Reporting Bank’s business, even though the 
Reporting Bank does not adopt the IRBA pursuant to Division 4 of this Part.  

 
 
Treatment of Credit Protection Bought 

 
7.5.13 A Reporting Bank which has bought eligible credit protection for an SA(EQ) 
exposure may recognise the effects of CRM of the eligible credit protection as follows: 
                                                 
187A The Authority may from time to time specify a higher risk weight for a particular exposure or group of 

exposures, taking into account, among other things, the risks of this type of exposures. 
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(a) break down the SA(EQ) exposure into - 
 

(i) a protected portion with E equal to the notional amount of the 
eligible credit protection188; and 

 
(ii) an unprotected portion with E equal to the E of the SA(EQ) 

exposure less the notional amount of the eligible credit protection; 
and 

 
(b) for the purposes of calculating the credit risk-weighted exposure amount 

pursuant to Sub-division 5 of Division 1 of this Part, use - 
 

(i) for the protected portion, the risk weight that is applicable to the 
eligible protection provider188A; and 

 
(ii) for the unprotected portion, a risk weight of 100%. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
7.5.14 Notwithstanding paragraph 7.5.13(b), a Reporting Bank shall apply a 1250% 
risk weight to any materiality threshold below which no payment will be made by the 
protection provider in the event of loss on an SA(EQ) exposure as such threshold is 
equivalent to a retained first loss position.  

 
7.5.15 A Reporting Bank shall apply the relevant provisions in Annex 7H of this Part 
for the purpose of determining the protected portion in cases of proportional cover, 
principal-only cover, partially eligible credit derivatives, tranched cover and basket credit 
derivatives. 
 
 
 Treatment of Credit Protection Sold 
 
7.5.16 A Reporting Bank which has sold unfunded credit protection acquires exposure 
to the reference asset.  If such exposure is an SA(EQ) exposure, the Reporting Bank 
shall calculate the credit risk-weighted exposure amount for the exposure using a risk 
weight of 100%. 
 
7.5.17 If the unfunded credit protection has more than one reference asset, the 
credit risk-weighted exposure amount for the credit protection is the sum of the credit 
risk-weighted exposure amounts in respect of each reference asset calculated using the 
risk weights that are applicable to the obligors of the respective reference assets.189   

                                                 
188  A Reporting Bank shall treat the protected portion of an SA(EQ) exposure which has a currency mismatch 

or a maturity mismatch in accordance with Annex 7F of this Part.  
188A Where a Reporting Bank has bought from an eligible protection provider a credit default swap which is an 

eligible credit protection and cleared through a CCP, the Reporting Bank may apply a risk weight of 2% if 
the credit default swap constitutes a CCP trade exposure in accordance with paragraphs 2.1 or 2.5 of 
Annex 7AJ, or 4% if the credit default swap constitutes a CCP trade exposure in accordance with 
paragraph 2.6 of Annex 7AJ. 

[MAS Notice 637 (Amendment No. 2) 2014] 
189  The applicable risk weight is 100% if the reference asset is an SA(EQ) exposure. 



 
 
Monetary Authority of Singapore         94 
 

 
7.5.18 A Reporting Bank which has sold funded credit protection acquires exposure 
to both the reference asset and the protection buyer.  Where the exposure to the 
reference asset is an SA(EQ) exposure, the Reporting Bank shall calculate the credit risk-
weighted exposure amount for the credit protection as the sum of - 
 

(a)  the credit risk-weighted exposure amount for the exposure to the 
reference asset calculated in accordance with paragraph 7.5.11 above; 
and   

 
(b)  the credit risk-weighted exposure amount for the exposure to the 

protection buyer, using -  
 

(i) E = the carrying amount of the collateral placed with the protection 
buyer; and 

 
(ii) the risk weight that is applicable to the protection buyer.  

 
[MAS Notice 637 (Amendment) 2014] 

 
7.5.19 The capital requirement for the credit protection calculated in accordance with 
paragraphs 7.5.17 and 7.5.18 shall not exceed the notional amount of the credit 
protection, i.e. the maximum possible payout under the credit protection. 
 
7.5.20 Where a Reporting Bank has provided credit protection (whether funded or 
unfunded) through a proportionate structure, i.e. where the maximum possible payout in 
respect of any particular reference asset is capped at a pre-determined proportion of the 
notional amount of the credit protection, the Reporting Bank shall divide the exposure 
into individual sub-exposures equal to the proportionate amount of credit protection in 
respect of each reference asset for the purposes of calculating the credit risk-weighted 
exposure amount applicable to the credit protection sold. 
 
 
Sub-division 4:  Calculation of Credit Risk-Weighted Exposure Amount for 

Equity Exposures Using IRBA(EQ)  
 

7.5.21 A Reporting Bank using the IRBA(EQ) to calculate the credit risk-weighted 
exposure amount for its equity exposures shall use one of the following methods:  
 

(a) the simple risk weight method; 
 
(b) the IMM; or  
 
(c) the PD/LGD method. 

 



 
 
Monetary Authority of Singapore         95 
 

7.5.22 A Reporting Bank may use different methods for different portfolios of equity 
exposures.  The approach used shall -  
 

(a) address the risks faced by the equity portfolio190;  
 
(b) be consistent with the amount and complexity of the equity holdings of 

the Reporting Bank; and  
 
(c) be commensurate with the overall size and sophistication of the 

Reporting Bank.  
 
7.5.23 A Reporting Bank shall be consistent191 in its choice of methods for different 
portfolios of equity exposures under paragraph 7.5.22, and shall demonstrate to the 
satisfaction of the Authority, if so required, that its choice under paragraph 7.5.22 is not 
intended to avoid or reduce regulatory capital which the Reporting Bank would otherwise 
be required to maintain.   

 
7.5.23A A Reporting Bank shall include in its calculation of the credit risk-weighted 
exposure amount for equity exposures using IRBA(EQ), the credit risk-weighted 
exposure amount for its equity investments in funds held in the banking book applying, 
in a consistent manner, the treatment in accordance with Sub-division 5 of this Division 
to such exposures.  
 
7.5.23B Notwithstanding paragraph 7.5.23A, where a Reporting Bank only knows the 
investment mandate of the fund and not the underlying exposures of the fund, the 
Reporting Bank shall assume that the fund first invests, to the maximum extent allowed 
under its mandate, in the asset classes attracting the highest capital requirement, and 
then continues making investments in descending order until the maximum total 
investment level is reached, and the Reporting Bank shall:  

 
(a) apply a “look-through” treatment to holdings in funds containing equity 

and non-equity exposures where it has rated all the potential 
constituents of the fund; or 

 
(b) otherwise, treat the holdings in such funds as a single investment based 

on the majority of the potential constituents of the fund.  
 
7.5.23C Under the “look-through” treatment in paragraphs 7.5.23A and 7.5.23B above, 
a Reporting Bank shall calculate the capital requirements based on the credit risk-
weighted exposure amounts of the underlying exposures or potential constituents of the 
fund determined in accordance to Divisions 4, 5 and 6 of this Part. 
 
 
 Simple Risk Weight Method 

 

                                                 
190  The PD/LGD method aims to capture risks arising from credit-related losses while the simple risk weight 

method and the IMM aims to capture both systematic and idiosyncratic risks arising from various factors 
that can affect the volatility in value of and total return on an equity exposure. 

191  The Reporting Bank shall establish clear and documented policies and procedures for determining the 
approach to be used.  Justifications for changes in approaches shall be clearly documented.      



 
 
Monetary Authority of Singapore         96 
 

7.5.24 A Reporting Bank using the simple risk weight method to calculate the credit 
risk-weighted exposure amount of its equity exposures shall do so using the following 
formula: 

 
Credit RWE = ∑ [RW x EAD] 

 
where -  

 
(a) “Credit RWE” refers to the credit risk-weighted exposure amount for the 

equity exposure; 
 

(b) “RW” is - 
 

(i) 300% for equity exposures that are listed or traded on any 
regulated exchange; and 

 
(ii) 400% for all other equity exposures; and  

 
(c) “EAD” is the value of an equity exposure measured in accordance with 

Division 2 of this Part.   
 

7.5.25 A Reporting Bank may offset short cash positions and derivative instruments 
held in the banking book against long positions in the same individual stocks if these 
instruments have been explicitly designated as hedges of specific equity holdings and 
they have residual maturities of at least one year. A Reporting Bank should conduct a 
review of the effectiveness of the hedge at least quarterly. A Reporting Bank shall treat 
other short positions as if they are long positions with the relevant risk weights in 
paragraph 7.5.24(b) applied to the value of each position as measured in accordance 
with Division 2 of this Part.   

 
7.5.26 A Reporting Bank using the simple risk weight method shall recognise the 
effects of credit protection bought and credit protection sold in accordance with 
paragraphs 7.5.13 to 7.5.20 in Sub-division 3 of this Division, except that the risk weight 
applicable to an IRBA(EQ) exposure shall be 300% or 400%, as the case may be, 
instead of 100%. 
 
 
 IMM 

 
7.5.27 A Reporting Bank which intends to adopt the IMM to calculate the credit risk-
weighted exposure amount of its equity exposures shall apply in writing to the Authority 
for approval.  The application shall contain the following: 

 
(a)  a written confirmation from the executive officer responsible for risk 

management in the Reporting Bank that the Reporting Bank has 
conducted an internal assessment and has ascertained that it fulfils the 
requirements for the adoption of the IMM; and 
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(b) a written confirmation from the executive officer responsible for internal 
audit of the Reporting Bank that -  

 
(i)  he agrees with the confirmation by the executive officer responsible 

for risk management pursuant to sub-paragraph (a) above; and 
 

(ii) the Reporting Bank has conducted an internal audit and has 
ascertained that it has the systems, processes and controls 
necessary for adopting the IMM. 

 
7.5.28  The Authority may grant approval for a Reporting Bank to adopt the IMM, 
subject to such conditions or restrictions as the Authority may impose.  
 
7.5.29 If a Reporting Bank becomes aware after it has received approval to adopt the 
IMM that any of the confirmations made pursuant to paragraph 7.5.27 above are no 
longer valid or that it no longer complies with any of the conditions or restrictions 
imposed by the Authority pursuant to paragraph 7.5.28 above, it shall -  

 
(a) inform the Authority as soon as practicable; 
 
(b) assess the effect of the situation in terms of the risk posed to the 

Reporting Bank; 
 
(c) prepare a plan to rectify the situation and inform the Authority of its plan 

as soon as practicable and undertake prompt corrective action in 
accordance with the plan; and 

 
(d) in the interim, calculate the credit risk-weighted exposure amount of its 

equity exposures  using the simple risk weight method. 
 
7.5.30 A Reporting Bank shall comply with the following requirements and should 
meet the following guidelines for the purpose of calculating its credit risk-weighted 
exposure amount of its equity exposures under the IMM: 

 
(a) the regulatory capital requirement shall be no less than the potential loss 

on the equity exposures of the Reporting Bank derived using internal 
VaR models assuming an instantaneous shock equivalent to the 99th 
percentile, one-tailed confidence interval of the difference between 
quarterly returns and an appropriate risk-free rate computed over a long 
term sample period;  

 
(b)  the estimated losses used in deriving K pursuant to paragraph 7.5.36 

should be robust to adverse market movements relevant to the long-
term risk profile of the equity exposures of the Reporting Bank.  The 
data used to represent return distributions should reflect the longest 
sample period for which data are available and meaningful in 
representing the risk profile of the Reporting Bank’s equity exposures.  
The data used should be sufficient to provide conservative, statistically 
reliable and robust loss estimates that are not based purely on 
subjective or judgemental considerations.  The Reporting Bank shall 
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demonstrate to the satisfaction of the Authority that the shock employed 
provides a conservative estimate of potential losses over a relevant long-
term market or business cycle;  

 
(c) the Reporting Bank shall combine empirical analysis of available data 

with adjustments based on a variety of factors in order to attain model 
outputs that achieve appropriate realism and conservatism.  In 
constructing VaR models estimating potential quarterly losses, the 
Reporting Bank may use quarterly data or convert shorter horizon period 
data to a quarterly equivalent using an analytically appropriate method 
supported by empirical evidence. Such adjustments shall be applied 
through a well-developed and well-documented thought process and 
analysis and in a conservative and consistent manner over time.  Where 
only limited data are available, or where technical limitations are such 
that estimates from any single method will be of uncertain quality, the 
Reporting Bank shall add appropriate margins of conservatism;   

 
(d) the internal model of the Reporting Bank shall capture adequately all 

material risks embodied in equity returns including both the general 
market risk and specific risk exposure of the institution’s equity 
exposures. Internal models shall adequately explain historical price 
variation, capture both the magnitude and changes in the composition of 
potential concentrations, and be robust to adverse market environments. 
The population of risk exposures represented in the data used for 
estimation shall be closely matched to or at least comparable with those 
of the equity exposures of the Reporting Bank;  

 
(e) where the Reporting Bank uses modelling techniques such as historical 

scenario analysis, the Reporting Bank shall demonstrate to the 
satisfaction  of the Authority that the methodology and its output can be 
quantified in the form of the loss percentile specified under sub-
paragraph (a);  

 
(f) the Reporting Bank shall use an internal model that is appropriate for the 

risk profile and complexity of its equity exposures. A Reporting Bank 
with material holdings in equity exposures with values that are highly 
non-linear in nature shall employ an internal model designed to capture 
appropriately the risks associated with such instruments;  

 
(g) the Reporting Bank shall ensure that the mapping of individual positions 

to proxies, market indices, and risk factors is plausible, intuitive, and 
conceptually sound. The Reporting Bank shall demonstrate to the 
satisfaction of the Authority with both theoretical and empirical evidence 
that its mapping techniques and processes are appropriate for its equity 
exposures. Where professional judgement is combined with quantitative 
techniques in estimating the return volatility of an equity exposure, the 
judgement made shall take into account the relevant and material 
information not considered by the other techniques utilised;  
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(h) where factor models are used, the Reporting Bank shall ensure that the 
factors are sufficient to capture the risks inherent in the equity portfolio. 
Risk factors should correspond to the appropriate equity market 
characteristics (for example, public, private, market capitalisation, 
industry sectors and sub-sectors, operational characteristics) in which 
the Reporting Bank holds significant positions. The Reporting Bank shall 
demonstrate to the satisfaction of the Authority through empirical 
analyses the appropriateness of those factors, including their ability to 
cover both general and specific risk;  

 
(i) the Reporting Bank shall ensure that estimates of the return volatility of 

equity exposures incorporate relevant and material available data, 
information and methods. The number of risk exposures in the sample, 
and the data period used for quantification shall be sufficient to provide 
the Reporting Bank with confidence in the accuracy and robustness of its 
estimates. A Reporting Bank shall take appropriate measures to limit the 
potential of both sampling bias and survivorship bias in estimating return 
volatilities; and 

 
(j) the Reporting Bank shall have a rigorous and comprehensive stress-

testing programme in place. The Reporting Bank shall subject its internal 
model and estimation procedures, including volatility computations, to 
either hypothetical or historical scenarios that reflect worst-case losses 
given underlying positions in both public and private equities. At a 
minimum, the Reporting Bank shall employ stress tests to provide 
information about the effect of tail events beyond the level of confidence 
assumed in sub-paragraph (a).  

 
7.5.31 A Reporting Bank using the IMM shall have established policies, procedures 
and controls to ensure the integrity of the model and modelling process. These policies, 
procedures and controls shall include - 
  

(a) full integration of the internal model of the Reporting Bank with its 
overall management information systems and in the management of its 
equity portfolio, and its risk management infrastructure including use in 
-  

 
(i) establishing investment hurdle rates and evaluating alternative 

investments;  
 
(ii) measuring and assessing equity portfolio performance (including 

the risk-adjusted performance); and  
 
(iii) allocating capital to equity holdings and evaluating overall capital 

adequacy as required under Pillar 2.  
 
The Reporting Bank shall, if required by the Authority, demonstrate that 
internal model output plays an essential role in the investment 
management process;  
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(b) established management systems, procedures and control functions for 
ensuring the periodic and independent review of all elements of the 
internal modeling process, including approval of model revisions, vetting 
of model inputs, and review of model results, such as direct verification 
of risk computations. Proxy and mapping techniques and other critical 
model components should receive special attention. These reviews 
should assess the accuracy, completeness, and appropriateness of model 
inputs and results and focus on both finding and limiting potential errors 
associated with known weaknesses and identifying unknown model 
weaknesses. Such reviews may be conducted as part of internal or 
external audit programmes, by an independent risk management unit, or 
by an external third party;  

 
(c) adequate systems and procedures for monitoring investment limits and 

the risk exposures of its equity portfolio;  
 
(d) the units responsible for the design and application of the model shall be 

functionally independent from the units responsible for managing 
individual equity exposures; and 

 
(e) parties responsible for any aspect of the modelling process shall be 

adequately qualified. The Reporting Bank shall ensure that senior 
management allocate sufficient skilled and competent resources to the 
modelling function.  

 
7.5.32 A Reporting Bank using the IMM shall have a robust system in place to 
validate the accuracy and consistency of its internal models and modelling processes. 
The Reporting Bank shall demonstrate to the satisfaction of the Authority that the 
internal validation process enables it to assess the performance of its internal model and 
processes consistently and meaningfully. At a minimum, the Reporting Bank shall ensure 
that the internal validation process comprises the following:  
 

(a) regular backtesting by comparing actual return performance, computed 
using realised and unrealised gains and losses, with modelled estimates. 
The Reporting Bank shall, if required by the Authority demonstrate that 
actual returns are within the expected range for the equity portfolio and 
individual equity exposures. Such comparisons shall make use of 
historical data over as long a period as possible.  The Reporting Bank 
shall clearly document the methods and data used in such comparisons. 
This analysis and documentation shall be updated at least annually;  
 

(b) well-articulated model review standards for situations where actual 
results deviate significantly from expectations and where the validity of 
an internal model is called into question.  These standards shall take 
account of business cycles and similar systematic variability in equity 
returns; and 

 
(c) the construction and maintenance of appropriate databases on the actual 

quarterly performance of the equity exposures of the Reporting Bank as 
well as the estimates derived using its internal models to facilitate model 
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validation through backtesting on an ongoing basis. A Reporting Bank 
shall also backtest the volatility estimates used within their internal 
models and the appropriateness of the proxies used in the model. The 
Authority may require the Reporting Bank to scale its quarterly forecasts 
to a different time horizon, store performance data for this time horizon 
and perform backtests on this basis.  

 
7.5.33 A Reporting Bank using the IMM shall also make use of other quantitative 
validation tools and comparisons with external data sources. The Reporting Bank shall 
base its validation on data that is appropriate to the equity portfolio, that is updated 
regularly and that covers a relevant observation period. The Reporting Bank shall base 
its internal assessments of the performance of its internal models on long data histories, 
covering a range of economic conditions and where possible, one or more complete 
business cycles.  
 
7.5.34 A Reporting Bank using the IMM shall demonstrate to the satisfaction of the 
Authority that its quantitative validation methods and data are consistent through time. 
The Reporting Bank shall clearly and thoroughly document any changes in estimation 
methods and data (both data sources and periods covered).  
 
7.5.35 A Reporting Bank using the IMM shall ensure that all critical elements of an 
internal model and the modelling process, including the model design and operational 
details, are fully and adequately documented. The Reporting Bank shall ensure that the 
documentation demonstrates its compliance with the minimum quantitative and 
qualitative standards. The Reporting Bank should also address topics such as the 
application of the model to different segments of the portfolio, estimation methodologies, 
responsibilities of parties involved in the modelling, and the model approval and model 
review processes in its documentation. In particular, the Reporting Bank shall ensure 
that the documentation addresses the following: 
 

(a)  the rationale for its choice of internal modelling methodology and 
analyses demonstrating that the model and modeling procedures are 
likely to result in estimates that meaningfully identify the risk of its 
equity exposures. Internal models and procedures shall be periodically 
reviewed to determine whether they remain fully applicable to the 
current portfolio and to external conditions. In addition, the Reporting 
Bank shall document a history of major changes in the model over time 
and changes made to the modelling process subsequent to the last 
supervisory review. If changes have been made in response to the 
internal review standards of the Reporting Bank, it shall document these 
changes and ensure that they are consistent with its internal model 
review standards; 

 
(b)  in relation to its internal models - 

 
(i)  provide a detailed outline of the theory, assumptions and 

mathematical and empirical basis of the parameters, variables, and 
data sources used to estimate the model; 
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(ii)  establish a rigorous statistical process (including out-of-time and 
out-of-sample performance tests) for validating the selection of 
explanatory variables; and 

 
(iii)  indicate circumstances under which the model does not work 

effectively; and 
 

(c)  where proxies and mapping are employed, analyses demonstrating that 
all chosen proxies and mappings are sufficiently representative of the 
risk of the equity exposures to which they correspond 192 . The 
documentation shall show, for instance, the relevant and material factors 
(e.g. business lines, balance sheet characteristics, geographic location, 
company age, industry sector and sub-sector, operating characteristics) 
used in mapping individual equity exposures into proxies. 

 
7.5.36 A Reporting Bank using the IMM to calculate the credit risk-weighted exposure 
amount of its equity exposures shall do so using the following formula:  
 

Credit Risk-Weighted Exposure Amount = ∑ [K x 12.5]   

 
where “K” represents the potential loss on its equity exposures as derived using internal 
VaR models subject to the 99th percentile, one-tailed confidence interval of the 
difference between quarterly returns and an appropriate risk-free rate computed over a 
long-term sample period.  

 
7.5.37 At the individual exposure level, the credit risk-weighted exposure amount of 
an equity exposure for a Reporting Bank using the IMM shall be the higher of the credit 
risk-weighted exposure amount calculated under the IMM and the credit risk-weighted 
exposure amount that would have been calculated under the simple risk weight method 
using a 200% risk weight for equity exposures that meet the conditions in paragraph 
7.5.24(b)(i) and 300% risk weight for all other equity exposures. 
 
7.5.38 A Reporting Bank using the IMM which has bought eligible credit protection for 
an IRBA(EQ) exposure may recognise the effects of CRM of the eligible credit protection 
as follows: 
 

(a) break down the IRBA(EQ) exposure into - 
 

(i) a protected portion with E equal to the notional amount of the 
eligible credit protection193; and 

 

                                                 
192  A Reporting Bank shall demonstrate to the satisfaction of the Authority that the proxies and mappings 

employed - 
(a)  are adequately comparable to the underlying equity exposure or portfolio; 
(b)  are derived using historical economic and market conditions that are relevant and material to the 

underlying equity exposures or, where not, that an appropriate adjustment has been made; and 
(c) are robust estimates of the potential risk of the underlying equity exposure. 

193  A Reporting Bank shall treat the protected portion of an IRBA(EQ) exposure which has a currency 
mismatch or a maturity mismatch in accordance with Annex 7F of this Part. 
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(ii)  an unprotected portion with E equal to the E of the IRBA(EQ) 
exposure less the notional amount of the eligible credit protection; 
and 

 
(b) for the purposes of calculating the credit risk-weighted exposure amount 

pursuant to Sub-division 5 of Division 1 of this Part, use - 
 

(i) for the protected portion, the risk weight that is applicable to the 
eligible protection provider193A; and  

 
(ii) for the unprotected portion, the formula set out in paragraphs 

7.5.36 and 7.5.37 above. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

7.5.39 Notwithstanding paragraph 7.5.38(b), a Reporting Bank shall apply a 1250% 
risk weight to any materiality threshold below which no payment will be made by the 
protection provider in the event of loss on an IRBA(EQ) exposure as such threshold is 
equivalent to a retained first loss position.  
 
7.5.40 A Reporting Bank shall apply the relevant provisions in Annex 7H of this Part 
for the purpose of determining the protected portion in cases of proportional cover, 
principal-only cover, partially eligible credit derivatives, tranched cover and basket credit 
derivatives. 
 
7.5.41 A Reporting Bank which has sold unfunded credit protection acquires exposure 
to the reference asset.  If such exposure is an IRBA(EQ) exposure, the Reporting Bank 
shall calculate the credit risk-weighted exposure amount for the exposure pursuant to 
paragraphs 7.5.36 and 7.5.37 above. 
 
7.5.42 If the unfunded credit protection has more than one reference asset, the 
credit risk-weighted exposure amount for the credit protection is the sum of the credit 
risk-weighted exposure amounts in respect of each reference asset calculated pursuant 
to paragraphs 7.5.36 and 7.5.37 above that are applicable to the obligors of the 
respective reference assets.   
 
7.5.43 A Reporting Bank which has sold funded credit protection acquires exposure 
to both the reference asset and the protection buyer.  Where the exposure to the 
reference asset is an IRBA(EQ) exposure, the Reporting Bank shall calculate the credit 
risk-weighted exposure amount for the credit protection as the sum of - 
 

(a) the credit risk-weighted exposure amount for the exposure to the 
reference asset calculated in accordance with paragraphs 7.5.36 and 
7.5.37 above; and   

                                                 
193A  Where a Reporting Bank has bought from an eligible protection provider a credit default swap which is an 

eligible credit protection and cleared through a CCP, the Reporting Bank may apply a risk weight of 2% if 
the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.1 or 2.5 of Annex 
7AJ, or 4% if the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.6 of 
Annex 7AJ. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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(b) the credit risk-weighted exposure amount for the exposure to the 

protection buyer, using -  
 

(i) E = the carrying amount of the collateral placed with the protection 
buyer; and 

 
(ii) the risk weight that is applicable to the protection buyer.  

 
[MAS Notice 637 (Amendment) 2014] 

 
7.5.44 The capital requirement for the credit protection calculated in accordance with 
paragraphs 7.5.42 and 7.5.43 shall not exceed the notional amount of the credit 
protection, i.e. the maximum possible payout under the credit protection. 
 
7.5.45 Where a Reporting Bank has provided credit protection (whether funded or 
unfunded) through a proportionate structure, i.e. where the maximum possible payout in 
respect of any particular reference asset is capped at a pre-determined proportion of the 
notional amount of the credit protection, the Reporting Bank shall divide the exposure 
into individual sub-exposures equal to the proportionate amount of credit protection in 
respect of each reference asset for the purposes of calculating the credit risk-weighted 
exposure amount applicable to the credit protection sold. 
 
 
 PD/LGD Method 

 
7.5.46 A Reporting Bank shall not use the PD/LGD method to calculate the credit 
risk-weighted exposure amount of its equity exposures (including equity exposures to 
companies that are included in the IRBA retail asset class) unless it has obtained 
approval from the Authority to use the IRBA for the corporate asset class. A Reporting 
Bank using the PD/LGD method shall comply with the requirements and should meet the 
guidelines in Annex 7AA and Annex 7AB of this Part that are applicable to the F-IRBA194 
for the wholesale asset class in respect of those equity exposures for which it is using 
the PD/LGD method.  
 
7.5.47 A Reporting Bank using the PD/LGD method to calculate the credit risk-
weighted exposure amount of its equity exposures shall do so using the following 
formula: 
 

Credit Risk-Weighted Exposure Amount = ∑ [Keq x 12.5 x EAD]  

 
Correlation (R) =  0.12 × (1 – EXP (-50 × PD)) / (1 – EXP (-50))  

+ 0.24 × [1 - (1 - EXP(-50 × PD))/(1 - EXP(-50))] 
 
Maturity adjustment (b) = (0.11852 – 0.05478 × ln (PD))^2 
 
Capital requirement (Keq) =  

                                                 
194  There is no advanced approach for equity exposures.  
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[LGD × N [(1 - R)^-0.5 × G (PD) + (R / (1 - R))^0.5 × G(0.999)] – PD x LGD] 
x (1 - 1.5 x b)^ -1 × (1 + (M - 2.5) × b) 

 
where -  

 
(a) LGD = 90%; 
 
(b) M = 5;  
 
(c) “Keq” represents the capital requirement for an equity exposure 

calculated in accordance with the formula above; and  
 

(d) “EAD” is the value of an equity exposure measured in accordance with 
Division 2 of this Part.  

 
7.5.47A  For equity exposures to financial institutions that meet the criteria set out in 
paragraphs 7.4.21A and 7.4.22A, a Reporting Bank using the PD/LGD method to 
calculate the credit risk-weighted exposure amount of its equity exposures shall do so by 
using the formula in paragraph 7.5.47, but substituting the formula for calculating 
Correlation (R) in paragraph 7.5.47 with the following formula: 
 

Correlation (R_FI) = 1.25 x [0.12 × (1 – EXP(-50 × PD)) / (1 – EXP(-50)) 
+ 0.24 × [1 - (1 - EXP(-50 × PD))/(1 - EXP(-50))]] 

 
7.5.48 Where a Reporting Bank does not hold debt of the corporation in whose equity 
it has invested, and does not have sufficient information on the position of that 
corporation to be able to use the applicable definition of default in Annex 7X of this Part, 
the Reporting Bank shall apply a 1.5 scaling factor to the calculation of Keq, given the PD 
set by the Reporting Bank. 
  
7.5.49 At the individual exposure level, the Reporting Bank shall ensure that the sum 
of the credit risk-weighted exposure amount calculated in accordance with paragraphs 
7.5.47, 7.5.47A and 7.5.48 above and the EL amount195 multiplied by 12.5 is -  
 

(a) no less than the credit risk-weighted exposure amount that would have 
been calculated under the simple risk weight method using the minimum 
risk weights in paragraphs 7.5.50 and 7.5.51 below; and 

 
(b) no more than the credit risk-weighted exposure amount that would have 

been calculated under the simple risk weight method using a risk weight 
of 1250%.   

 
7.5.50 A Reporting Bank shall apply a minimum risk weight of 100% to - 
 

(a) any equity exposure that meets the conditions in paragraph 7.5.24(b)(i) 
and where the investment is part of a long term customer-relationship, 
any capital gains are not expected to be realised in the short term and 
there is no anticipation of (above trend) capital gains in the long term. 

                                                 
195  The EL amount is calculated using the following formula:  PD x LGD x EAD. 
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In general, it is expected that the Reporting Bank will hold the equity 
over the long term (at least five years); or  

  
(b) any other equity exposure where the returns on the investment are 

based on regular and periodic cash flows not derived from capital gains 
and there is no expectation of future (above trend) capital gain or of 
realising any existing gain.   

 
7.5.51 For all other equity exposures, including net short positions, a Reporting Bank 
shall apply a minimum risk weight of 200% for any equity exposure that meets the 
conditions in paragraph 7.5.24(b)(i) and a minimum risk weight of 300% for all other 
equity exposures.  

 
7.5.52 As an alternative to calculating the credit risk-weighted exposure amount of 
an equity exposure, a Reporting Bank using the PD/LGD method may apply a 1250% 
risk weight to an equity exposure measured in accordance with Division 2 of this Part, 
provided the value of the equity exposure is equal to or exceeds the EL amount 
multiplied by 12.5. 
 
7.5.53 A Reporting Bank which uses the PD/LGD method for its equity exposures 
shall apply a 1250% risk weight to the EL amount of those equity exposures. If the 
minimum risk weight set out in paragraphs 7.5.50 and 7.5.51 or the maximum risk 
weight set out in paragraph 7.5.49(b) is applied, then the EL amount of that equity 
exposure shall be zero. 
 
7.5.54 A Reporting Bank using the PD/LGD method which has bought eligible credit 
protection for an IRBA(EQ) exposure may recognise the effects of CRM of the eligible 
credit protection as follows:  
 

(a) break down the IRBA(EQ) exposure into - 
 

(i) a protected portion with EAD equal to the notional amount of the 
eligible credit protection195AA; and 

 
(ii) an unprotected portion with EAD equal to the EAD of the IRBA(EQ) 

exposure less the notional amount of the eligible credit protection; 
and 

 
(b) calculate the credit risk-weighted exposure amount pursuant to Sub-

division 4 of Division 1 of this Part as follows: 
 

(i) for the protected portion–  
 

(A)  use the following: 

 

                                                 
195AA  A Reporting Bank shall treat the protected portion of an IRBA(EQ) exposure which has a currency 

mismatch or a maturity mismatch in accordance with Annex 7F of this Part. 
[MAS Notice 637 (Amendment) 2012] 
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(I)  the formula for calculating K that is applicable to the eligible 
protection provider; 

 
(II) the PD associated with the obligor grade to which the eligible 

protection provider is assigned or some grade between the 
obligor grades to which the underlying obligor and the eligible 
protection provider are assigned if the Reporting Bank 
considers appropriate, that is estimated in accordance with 
Annex 7AB of this Part; and 

 
(III) an LGD of 90%; or 
 
(B) in the case where the Reporting Bank has bought from an 

eligible protection provider a credit default swap which is an 
eligible credit protection and cleared through a CCP, apply a 
risk weight of 2% if the credit default swap constitutes a CCP 
trade exposure in accordance with paragraphs 2.1 or 2.5 of 
Annex 7AJ, or 4% if the credit default swap constitutes a CCP 
trade exposure in accordance with paragraph 2.6 of Annex 
7AJ; and 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(ii) for the unprotected portion, use - 

 
(A) the formula for calculating K in paragraph 7.5.47 above; and 
 
(B) the PD associated with the obligor grade to which the 

underlying obligor is assigned and estimated in accordance 
with Annex 7AB of this Part. 

 
7.5.55 Notwithstanding paragraph 7.5.54(b), a Reporting Bank shall apply a 1250% 
risk weight to any materiality threshold below which no payment will be made by the 
protection provider in the event of loss on an IRBA(EQ) exposure as such threshold is 
equivalent to a retained first loss position.  
 
7.5.56 A Reporting Bank shall apply the relevant provisions in Annex 7H of this Part 
for the purpose of determining the protected portion in cases of proportional cover, 
principal-only cover, partially eligible credit derivatives, tranched cover and basket credit 
derivatives. 
 
7.5.57 A Reporting Bank which has sold unfunded credit protection acquires exposure 
to the reference asset.  If such exposure is an IRBA(EQ) exposure, the Reporting Bank 
shall calculate the credit risk-weighted exposure amount for the exposure pursuant to 
paragraphs 7.5.47, 7.5.47A, 7.5.48, 7.5.49, 7.5.52 and 7.5.53 above. 
 
7.5.58 If the unfunded credit protection has more than one reference asset, the 
credit risk-weighted exposure amount for the credit protection is the sum of the credit 
risk-weighted exposure amounts in respect of each reference asset that are applicable to 



 
 
Monetary Authority of Singapore         108 
 

the obligors of the respective reference assets calculated pursuant to paragraphs 7.5.47, 
7.5.47A, 7.5.48, 7.5.49, 7.5.52 and 7.5.53.   

   
7.5.59 A Reporting Bank which has sold funded credit protection acquires exposure 
to both the reference asset and the protection buyer.  If the reference asset is an 
IRBA(EQ) exposure, the Reporting Bank shall calculate the credit risk-weighted exposure 
amount for the credit protection as the sum of - 
 

(a) the credit risk-weighted exposure amount for the exposure to the 
reference asset calculated in accordance with paragraph 7.5.47, 7.5.47A, 
7.5.48, 7.5.49, 7.5.52 and 7.5.53  above; and   

 
(b) the credit risk-weighted exposure amount for the exposure to the 

protection buyer, using -  
 

(i) EAD = the carrying amount of the collateral placed with the 
protection buyer; and 

 
(ii) the formula for calculating K that is applicable to the protection 

buyer,  
 

subject to the condition that the sum of the credit risk-weighted exposure amounts shall 
not exceed the credit risk-weighted exposure amount calculated applying a risk weight of 
1250% to the notional amount of the credit protection. 

 
[MAS Notice 637 (Amendment) 2014] 

 
7.5.60  Where a Reporting Bank has provided credit protection (whether funded or 
unfunded) through a proportionate structure, i.e. where the maximum possible payout in 
respect of any particular reference asset is capped at a pre-determined proportion of the 
notional amount of the credit protection, the Reporting Bank shall divide the exposure 
into individual sub-exposures equal to the proportionate amount of credit protection in 
respect of each reference asset for the purposes of calculating the credit risk-weighted 
exposure amount applicable to the credit protection sold. 
 
Sub-division 5:  Equity Investments in Funds  
 
7.5.61  A Reporting Bank shall calculate the credit risk-weighted exposure amount of 
its equity investments in funds held in the banking book using the following hierarchy of 
methods, which vary in their risk sensitivity and conservatism, as set out in paragraphs 
7.5.62 to 7.5.70 below: 
 

(a) the LTA; 
 

(b) the MBA; or 
 

(c) the FBA. 
 
 
 LTA  
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7.5.62  A Reporting Bank shall use the LTA to calculate the credit risk-weighted 
exposure amount of its equity investments in funds held in the banking book, if the 
Reporting Bank complies with the following requirements: 
  

(a) the Reporting Bank is provided sufficient and frequent information 
regarding the underlying exposures of the fund195AB; and  

 
(b) the Reporting Bank shall ensure that such information is verified by an 

independent third party, such as the depository or custodian bank, or 
where applicable, the management company.   

 
7.5.63  A Reporting Bank using the LTA shall risk-weight all underlying exposures of 
a fund as if the exposures were directly held by the Reporting Bank in accordance with 
Divisions 2, 3, 4, 5 and 6 of this Part, whichever is applicable. This includes any 
underlying exposure arising from the fund’s derivative transactions, where the 
underlying exposure is assigned a risk weight in accordance with Divisions 3, 4, 5 and 6 
of this Part, whichever is applicable, and the associated pre-settlement counterparty 
exposures. For the exposure arising from a fund’s derivative transactions, the Reporting 
Bank is not required to calculate the CVA risk capital requirements as set out in Annex 
7AI. The Reporting Bank shall multiply the pre-settlement counterparty exposure 
amounts arising from a fund’s derivative transactions by a factor of 1.5 before applying 
the risk weight assigned to the counterparty in accordance with Divisions 3, 4, 5 and 6 of 
this Part, except where the Reporting Bank is not required to calculate the CVA risk 
capital requirements as set out in Section 1 of Annex 7AI. An example of the calculation 
of the credit risk-weighted exposure amount of its equity investments in funds held in 
the banking book using the LTA is set out in Section 1 of Annex 7AK. 
 
7.5.64 Where a Reporting Bank uses the SA(CR), SA(EQ) or SA(SE) to calculate the 
credit risk-weighted exposure amount for the underlying exposures of funds if the 
exposures were directly held by the Reporting Bank, the Reporting Bank using the LTA 
shall calculate the credit risk-weighted exposure amount of its equity investments in 
funds held in the banking book using the SA(CR), SA(EQ) or SA(SE) in accordance with 
Divisions 2, 3, 5 and 6 of this Part, whichever is applicable.  
 
7.5.65 Where a Reporting Bank uses the IRBA, IRBA(EQ) or IRBA(SE) to calculate 
the credit risk-weighted exposure amount for the underlying exposures of funds if the 
exposures were directly held by the Reporting Bank, the Reporting Bank using the LTA 
shall: 
 

(a) calculate the IRBA parameters i.e. PD and, where applicable, LGD and 
EAD associated with the underlying exposures of funds and shall calculate 
the credit risk-weighted exposure amount of its equity investments in 
funds held in the banking book using the IRBA, IRBA(EQ), or IRBA(SE) in 

                                                 
195AB The Reporting Bank shall ensure that the frequency of financial reporting of the fund is the same as, or 

more frequent than the frequency of financial reporting of the Reporting Bank and the granularity of the 
financial information of the fund is sufficient for the Reporting Bank to calculate the corresponding risk 
weights. For the purposes of this paragraph, an external audit of the information is not required.  
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accordance with Divisions 2, 4, 5 and 6 of this Part195AC, whichever is 
applicable;  

 
(b) where the Reporting Bank is unable to calculate the IRBA parameters i.e. 

PD and, where applicable, LGD and EAD, associated with the underlying 
exposures of funds (e.g. where the Reporting Bank is unable to assign 
the necessary IRBA parameters to the underlying exposures in a manner 
consistent with its own underwriting criteria) - 

 
(i) calculate the credit risk-weighted exposure amount of such 

underlying exposures in its equity investments in funds held in the 
banking book using the SA(CR) in accordance with Divisions 2 and 3 
of this Part; 

 
(ii) for underlying equity exposures of funds, calculate the credit risk- 

weighted exposure amount for such exposures using the simple risk 
weight method set out in paragraphs 7.5.24 to 7.5.26; and  

 
(i) for underlying securitisation exposures of funds, calculate the credit 

risk-weighted exposure amount for such exposures in accordance 
with the RBM as described in Annex 7AE. 

 
7.5.66 A Reporting Bank may rely on third party calculations for determining the risk 
weights to be applied to its equity investments in funds held in the banking book, if it 
does not have adequate data or information to perform its own calculations, subject to 
the following conditions: 
 

(a) the Reporting Bank shall ensure that the third party applies the risk 
weights under the SA(CR), SA(EQ) or SA(SE) in accordance with 
Divisions 3, 5 and 6 of this Part, whichever is applicable, to the 
underlying exposures of the funds; 

 
(b) notwithstanding sub-paragraph (a) above, where the Reporting Bank is 

using the IRBA(EQ) to calculate the credit risk-weighted exposure 
amount for its equity exposures, the Reporting Bank shall ensure that the 
third party applies the credit risk-weighted exposure amount calculated in 
accordance with the simple risk weight method set out in paragraphs 
7.5.24 to 7.5.26 to the underlying equity exposures of the funds; 

 
(c) notwithstanding sub-paragraph (a) above, where the Reporting Bank is 

using the IRBA(SE) to calculate the credit risk-weighted exposure 
amounts for its securitisation exposures, the Reporting Bank shall ensure 
that the third party applies the credit risk-weighted exposure amount 
calculated in accordance with the RBM as set out in Division 6 of this Part 

                                                 
195AC A Reporting Bank adopting the IRBA may, with the approval of the Authority, use the SA(CR), SA(EQ) or 

SA(SE) to calculate the credit risk-weighted exposure amounts for certain exposures in accordance with 
paragraphs 4.1 to 4.8 of Annex 7AC.  For such underlying exposures in the fund, the  Reporting Bank shall 
calculate the credit risk-weighted exposure amount using the SA(CR), SA(EQ) or SA(EQ) in accordance 
with Divisions 2, 3, 5 and 6 of this Part, whichever is applicable.  
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and Annex 7AE to the underlying securitisation exposures of the funds; 
and 

 
(d) the Reporting Bank shall ensure that, in all cases, the applicable risk 

weights applied by the third party are 1.2 times higher than the risk 
weights that would have been applicable if the exposures of the funds 
were held directly by the Reporting Bank.195AD  

 
 
 MBA 
 
7.5.67 Where a Reporting Bank does not satisfy the requirements under paragraph 
7.5.62 for the use of the LTA, the Reporting Bank may use the MBA to calculate the 
credit risk-weighted exposure amounts of its equity investments in funds held in the 
banking book.  
 
7.5.68 Under the MBA, the Reporting Bank may use the information contained in a 
fund’s mandate, in the national regulations governing such investment funds or in other 
disclosures of the fund, to determine the credit risk-weighted exposure amounts for its 
equity investment in the fund.  
 
7.5.69 A Reporting Bank using the MBA195AE shall calculate the credit risk-weighted 
exposure amount for its equity investment in a fund as the sum of –  
 

(a) the credit risk-weighted exposure amount for the balance sheet 
exposures of the fund using the SA(CR), SA(EQ) or SA(SE) in accordance 
with Divisions 2, 3, 5 and 6 of this Part, whichever is applicable. The 
Reporting Bank shall assume that the fund first invests, to the maximum 
extent allowed under the fund’s mandate, in the asset class attracting 
the highest capital requirement, and then continues making investments 
in descending order until the maximum total investment level is reached. 
If more than one risk weight can be applied to a given exposure, the 
Reporting Bank shall apply the maximum risk weight195AF;   

 
(b) the credit risk-weighted exposure amount for the exposures arising from 

the fund’s derivative transactions or off-balance sheet exposures of the 
fund, calculated by applying the risk weights associated with the 
underlying of the fund’s derivative transaction positions or the off-
balance sheet exposures to their notional amounts, where the underlying 
risk of the fund’s derivative transaction or off-balance sheet item 

                                                 
195AD For instance, where the LTA is performed by a third party, the applicable risk weights applied by the third 

party to an exposure that is subject to a 20% risk weight under the SA(CR) if the exposures were held 
directly by the Reporting Bank, is 24% (i.e. 1.2*20%). 

195AE To ensure that all underlying risks, including pre-settlement counterparty exposures, are taken into 
account, and that the credit risk-weighted exposure amounts calculated for its equity investments in funds 
held in the banking book using the MBA is not less than the credit risk-weighted exposure amounts 
calculated using the LTA, the credit risk-weighted exposure amount for its equity investment in a fund 
calculated using the MBA, is a sum of items in paragraphs 7.5.69 (a) to (e). 

195AF For instance, a Reporting Bank shall apply a risk weight of 150% for underlying exposures of funds in 
corporate bonds, in the case where there are no ratings restrictions in the funds’ mandates.  
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receives a risk-weighting treatment in accordance with Divisions 3, 4, 5 
and 6 of this Part195AG, whichever is applicable; 

 
(c) the credit risk-weighted exposure amount for the pre-settlement 

counterparty exposures associated with the fund’s derivative transactions 
calculated in accordance with the SA-CCR set out in Annex 7O and by 
applying the risk weights under SA(CR) assigned for the counterparty in 
accordance with Division 3 of this Part. Where the replacement cost is 
unknown, the Reporting Bank shall calculate the pre-settlement 
counterparty exposure amount in a conservative manner by using the 
notional amount as a proxy for the replacement cost. Where the add-on 
factor for the calculation of the amount for potential future exposure is 
unknown, the Reporting shall apply a maximum add-on factor of 
40%.195AH,195AI  The Reporting Bank shall apply the risk weight under 
SA(CR) assigned for the counterparty to the sum of the replacement cost 
and the amount for potential future exposure.  For the underlying 
exposure arising from a fund’s derivative transactions, the Reporting 
Bank is not required to calculate the CVA risk capital requirements as set 
out in Annex 7AI.  The Reporting Bank shall multiply the pre-settlement 
counterparty exposure amounts arising from a fund’s derivative 
transactions by a factor of 1.5 before applying the risk weight assigned to 
the counterparty in accordance with Divisions 3, 4, 5 and 6 of this Part, 
whichever is applicable, except where the Reporting Bank is not required 
to calculate the CVA risk capital requirements as set out in Section 1 of 
Annex 7AI. 

 
(d) notwithstanding sub-paragraph (a), where the Reporting Bank is using 

the IRBA(EQ) to calculate the credit risk-weighted exposure amount for 
its equity exposures, the Reporting Bank shall calculate  credit-risk 
weighted exposure amount applying the simple risk weight method set 
out in paragraphs 7.5.24 to 7.5.26 to the underlying equity exposures of 
the fund; and 

 
(e) notwithstanding sub-paragraph (a), where the Reporting Bank is using 

the IRBA(SE) to calculate the credit risk-weighted exposure amounts for 
its securitisation exposures, the Reporting Bank shall calculate the credit 
risk-weighted exposure amount applying the RBM as set out in Division 6 
of this Part and Annex 7AE to the underlying securitisation exposures of 
the fund. 

 
An example of the calculation of the credit risk-weighted exposure amount of its equity 
investments in funds held in the banking book using the MBA is set out in Section 2 of 
Annex 7AK. 
                                                 
195AG The Reporting Bank shall use the full notional amount of the derivative position if the underlying is 

unknown. The Reporting Bank shall use the maximum notional amount of derivatives allowed under the 
mandate if the notional amount of the derivative position is unknown. 

195AH This corresponds to the highest supervisory factor specified in Section 3 of Annex 7O. 
195AI If both the replacement cost and add-on components are unknown, the Reporting Bank shall apply a total 

multiplication factor of 1.15 to the notional amount for the calculation of the pre-settlement counterparty 
exposures associated with the fund’s derivative transactions. 
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 FBA 
 
7.5.70 Where a Reporting Bank is unable to use the LTA or MBA, the Reporting Bank 
shall use the FBA. Under the FBA, the Reporting Bank shall apply a 1250% risk weight to 
the amount of its equity investments in funds held in the banking book.   
 
 
 Treatment of funds that invest in other funds 
 
7.5.71 Where a Reporting Bank has an investment in a fund (e.g. Fund A) that has 
an investment in another fund (e.g. Fund B), which the Reporting Bank has identified 
using either the LTA or MBA for the first fund, the Reporting Bank may apply the LTA, 
MBA or FBA to its equity investment in the other fund (e.g. Fund B). For all subsequent 
layers (e.g. Fund B’s investments in Fund C and so forth), the Reporting Bank shall use 
the LTA to determine the credit risk-weighted exposure amount for its investment in the 
other funds (e.g. Fund C), subject to the condition that the Reporting Bank also used the 
LTA to determine the credit risk-weighted exposure amount for its equity investment in 
the fund at the previous layer (e.g. Fund B). In all other cases, the Reporting Bank shall 
use the FBA. 
 
 
 Partial use of an approach 
 
7.5.72 A Reporting Bank may use any combination of the three methods i.e. LTA, 
MBA or FBA, when determining the credit risk-weighted exposure amount for an equity 
investment in a fund, provided that the requirements set out in paragraphs 7.5.61 to 
7.5.68 are met.  
 
 
 Leverage adjustment 
 
7.5.73 Where the Reporting Bank uses the LTA or MBA to calculate the credit risk-
weighted exposure amount of its equity investments in funds, the Reporting Bank shall 
apply a leverage adjustment to the average risk weight of each fund, subject to a cap of 
1250%, using the following formula195AJ: 
 
 Credit RWEinvestment = max[Avg RWfund * Lvg, 1250%] * Equity Investment 
 
 where –  
 

(a) “Credit RWEinvestment” refers to the credit risk-weighted exposure amount 
for the equity investment in the fund; 

 

                                                 
195AJ The effect of the leverage adjustments depends on the underlying riskiness of the portfolio (i.e. the 

average risk weight of the fund). The formula can therefore be re-written as: RWAinvestment = RWEfund * 
percentage of shares. An example of the calculation of the leverage adjustment is provided in Section 3 of 
Annex 7AK. 
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(b) “Avg RWfund” refers to the average risk weight of the fund, which is 
calculated by dividing the total credit risk-weighted exposure amount of 
the fund by the total assets of the fund; 

 
(c) “Lvg” refers to the leverage of the fund, which is defined as the ratio of 

total assets to total equity, except in the case of a Reporting Bank using 
the MBA, where leverage will be taken into account by using the 
maximum financial leverage permitted in the fund’s mandate or in the 
national regulation governing the fund; and  

 
(d) “Equity Investment” refers to the value of the exposure amount of the 

equity investment in the fund under the LTA or MBA as determined in 
accordance with Sub-division 2 of Division 2 of this Part. 
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Division 6: Securitisation 
 
 
Sub-division 1:  Introduction 
 
7.6.1 A Reporting Bank shall apply the provisions of this Division for determining 
regulatory capital requirements on exposures relating to traditional and synthetic 
securitisation or similar structures that contain features common to both. As 
securitisation may be structured in many different ways, the Reporting Bank shall 
determine the capital treatment of a securitisation on the basis of its economic 
substance rather than its legal form. 
 
7.6.2  A Reporting Bank shall consult the Authority if it is uncertain whether a given 
transaction should be considered a securitisation, and whether a given exposure should 
be considered a securitisation exposure or a resecuritisation exposure. 

 
 
Sub-division 2:  Requirements for the Recognition of Risk Transference 
 
7.6.3 This Sub-division is applicable only to securitised exposures held in the 
banking book. 
 
 

Requirements for Traditional Securitisation 
 
7.6.4 A Reporting Bank which is an ABCP programme sponsor or originator in a 
traditional securitisation may exclude securitised exposures from the calculation of credit 
RWA only if all of the requirements in Section 1 of Annex 7AD of this Part have been 
complied with. A Reporting Bank meeting these requirements shall still hold regulatory 
capital against any securitisation exposures it retains.  
 
 
 Requirements for Synthetic Securitisation 
 
7.6.5 Subject to paragraphs 7.6.7 and 7.6.8 below, a Reporting Bank which is an 
ABCP programme sponsor or originator in a synthetic securitisation may recognise the 
effects of CRM of the synthetic securitisation in its calculation of credit RWA only if -  
 

(a) all of the requirements in Section 2 of Annex 7AD of this Part have been 
complied with; and 

 
(b) the effects of CRM are obtained through eligible credit protection, eligible 

financial collateral or both in accordance with Annex 7F of this Part.  
 
7.6.6 A Reporting Bank meeting the conditions in paragraph 7.6.5 above shall still 
hold regulatory capital against any securitisation exposures it retains. 
 
7.6.7 A Reporting Bank may recognise the effects of CRM of eligible financial 
collateral pledged by any SPE, but it may not recognise any SPE which is an issuer of 
securitisation exposures as an eligible protection provider. 
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7.6.8 A Reporting Bank shall treat a currency mismatch or a maturity 
mismatch195ABAK between the underlying exposure being hedged and the CRM obtained 
through the synthetic securitisation in accordance with Annex 7F of this Part. In the case 
where the exposure in the underlying pool has different maturities, the Reporting Bank 
shall use the longest maturity as the maturity of the pool.  
 
7.6.8A Notwithstanding paragraph 7.6.8 above, a Reporting Bank which is an ABCP 
programme sponsor or originator in a synthetic securitisation shall not take into account 
maturity mismatches for securitisation exposures it retains if a 1250% risk weight is 
applied to the securitisation exposures under the SA(SE) or the IRBA(SE).  
 
 
Sub-division 3:  Treatment of Securitisation Exposures 
 
7.6.9 A Reporting Bank shall include in its calculation of credit RWA all of its 
securitisation exposures held in the banking book.   
 
7.6.9A A Reporting Bank may apply the provisions of this Division, where the 
Reporting Bank – 
 

(a)  has, on an on-going basis, a comprehensive understanding of the risk 
characteristics of its individual securitisation exposures, whether on- or 
off-balance sheet, as well as the risk characteristics of the pools 
underlying its securitisation exposures; 

  
(b)  is able to access performance information on the underlying pools on an 

on-going basis in a timely manner. Such information may include 
exposure type, percentage of loans 30, 60 and 90 days past due, default 
rates, prepayment rates, loans in foreclosure, property type, occupancy, 
average credit score or other measures of creditworthiness, average 
loan-to-value ratio, and industry and geographic diversification. For 
resecuritisations, the Reporting Bank shall have information not only on 
the underlying securitisation tranches, such as the issuers’ names and 
credit quality, but also on the characteristics and performance of the 
pools underlying the  securitisation tranches; and 

 
(c)  has a thorough  understanding of all structural features of a 

securitisation transaction that would  materially impact the performance 
of the transaction, such as the contractual waterfall and waterfall-related 
triggers, credit  enhancements, liquidity enhancements, market value 
triggers, and deal-specific definitions of default. 

 
A Reporting Bank shall apply a 1250% risk weight to any securitisation exposure where 
the requirements in sub-paragraphs (a) to (c) are not met. 
 

                                                 
195AK195AB For example, maturity mismatches may arise when a Reporting Bank uses credit derivatives to 

transfer part or all of the credit risk of a specific pool of assets to third parties. When the credit 
derivatives unwind, the transaction terminates. This implies that the effective maturity of the tranches of 
the synthetic securitisation may differ from that of the underlying exposures. 
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7.6.10 Where a Reporting Bank provides implicit support to a securitisation, it shall 
include all the underlying exposures of the securitisation in its calculation of credit RWA 
as if those exposures were on the balance sheet of the Reporting Bank.  
 
7.6.11 Where a Reporting Bank provides two or more facilities (whether they are 
liquidity facilities or credit enhancements) in relation to a securitisation that can be 
drawn under various conditions with different triggers, it may be that the Reporting Bank 
provides duplicate coverage to the underlying exposures, i.e. the facilities provided by 
the Reporting Bank may overlap since a draw on one facility may preclude (in part) a 
draw on the other facility. In such cases, the Reporting Bank may calculate the capital 
requirement for the overlapping part of the facilities only once, if it is able to clearly 
identify the overlapping part of the facilities.  Where the overlapping facilities are subject 
to different CCFs, the Reporting Bank shall attribute the overlapping part to the facility 
with the highest CCF.195A  The Reporting Bank may also recognise such overlap between 
specific risk capital charges for exposures in the trading book and capital charges for 
exposures in the banking book, provided that the Reporting Bank is able to calculate and 
compare the capital charges for the relevant exposures.  However, if overlapping 
facilities are provided by different banks, each Reporting Bank shall hold regulatory 
capital for the maximum amount of its facility. 
 
 
 Choice of Approach 
 
7.6.12 A Reporting Bank shall use the SA(SE) to calculate the credit risk-weighted 
exposure amounts for its securitisation exposures where it uses the SA(CR) for the asset 
sub-class to which the underlying exposures in the securitisation belong. 

 
7.6.13 A Reporting Bank shall use the IRBA(SE) to calculate the credit risk-weighted 
exposure amounts for its securitisation exposures where it has received approval from 
the Authority to adopt the IRBA for the asset sub-class to which the underlying 
exposures in the securitisation belong.  Where there is no specific IRBA treatment for the 
asset sub-class to which the underlying exposures in a securitisation belong, -  
 

(a)  a Reporting Bank which is not the ABCP programme sponsor or the 
originator of the securitisation shall use the RBM of the IRBA(SE)195B; 
and 
 

(b)  a Reporting Bank which is the ABCP programme sponsor or the 
originator of the securitisation shall use the SA(SE). 

 
7.6.14 In the case of a securitisation where some of the underlying exposures belong 
to an asset sub-class for which the Reporting Bank is using the SA(CR) to calculate the 

                                                 
195A  For example, where a Reporting Bank provides a liquidity facility that supports 100% of the ABCP issued 

by an ABCP programme and purchases 20% of the outstanding ABCP of that programme, the Reporting 
Bank may recognise an overlap of 20% (100% liquidity facility + 20% commercial paper  held – 100% 
commercial paper issued = 20%).  Where a Reporting Bank provides a liquidity facility that supports 90% 
of the outstanding ABCP and purchased 20% of the ABCP, the two exposures would be treated as if 10% 
of the two exposures overlapped.  However, where a Reporting Bank provides a liquidity facility that 
covers 50% of the outstanding ABCP and purchased 20% of the ABCP, the two exposures would be treated 
as if there were no overlap.  

195B Where a Reporting Bank is unable to apply the RBM of the IRBA(SE), the Reporting Bank shall apply the 
hierarchy of methods set out in paragraphs 7.6.34 to 7.6.37 . 
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credit risk-weighted exposure amount and the remaining underlying exposures belong to 
an asset sub-class for which the Reporting Bank is using the IRBA to calculate the credit 
risk-weighted exposure amount, the Reporting Bank shall consult with the Authority on 
the approach to be applied to the securitisation exposure. In general, a Reporting Bank 
should use the SA(SE) if the SA(CR) is the approach used for the predominant share of 
the underlying exposures and to use the IRBA(SE) if the IRBA is the approach used for 
the predominant share of the underlying exposures.  
  
7.6.15 The Reporting Bank shall apply a 1250% risk weight to credit-enhancing 
interest only strips (net of any amount that must be deducted in the calculation of CET1 
Capital pursuant to paragraph 7.6.16). The Reporting Bank may calculate the 
securitisation exposures to which a 1250% risk weight is applied by netting any 
individual impairment allowances taken against the relevant securitisation exposures. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
7.6.16 Any increase in equity resulting from a securitisation, such as that associated 
with expected future margin income resulting in a gain-on-sale that is recognised as 
equity, shall be deducted by the Reporting Bank in the calculation of CET1 Capital, in 
accordance with paragraph 6.1.3(f) of Part VI.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 
 Use of ECAI Credit Assessments 
 
7.6.17 A Reporting Bank shall assign an SA(SE) exposure or an IRBA(SE) exposure 
to a credit quality grade based on the external credit assessment (where available)195C 
that is applicable to the SA(SE) exposure or IRBA(SE) exposure in accordance with 
Tables 7R-3 and 7R-4 of Annex 7R of this Part.  A Reporting Bank may use the external 
credit assessments of a recognised ECAI under the SA(SE) or IRBA(SE) only if 
paragraphs 7.3.3 to 7.3.5 and 7.3.8, read with reference to an SA(SE) exposure or 
IRBA(SE) exposure, are met. A recognised ECAI shall have demonstrated expertise in 
assessing securitisations, which may be evidenced by strong market acceptance. A 
Reporting Bank shall not use the external credit assessments issued by one recognised 
ECAI for one or more tranches and those of another recognised ECAI for other 
securitisation exposures  (whether retained or purchased) within the same securitisation 
structure that may or may not be rated by the first recognised ECAI.   
 
7.6.18 Notwithstanding paragraph 7.6.17, a Reporting Bank shall treat as unrated 
any securitisation exposure where -  
 

(a) the external credit assessment incorporates the credit protection 
provided directly to the SPE by a protection provider which is not an 
eligible protection provider; 

 
                                                 
195C  The Reporting Bank may only use an external credit assessment which is accessible to the public free of 

charge.  (Where the eligible credit assessment is not provided free of charge, the ECAI should provide an 
adequate justification, within their own publicly available Code of Conduct, in accordance with the “comply 
or explain” nature of the IOSCO Code of Conduct Fundamentals for Credit Rating Agencies.)  A Reporting 
Bank may not use a credit assessment that is made available only to the parties to a transaction. 
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(b) the external credit assessment is at least partly based on unfunded 
support provided by the Reporting Bank itself (e.g. if a Reporting Bank 
buys ABCP where it provides an unfunded securitisation exposure 
extended to the ABCP programme, such as a liquidity facility or credit 
enhancement, and that exposure plays a role in determining the credit 
assessment on the ABCP, the Reporting Bank shall treat the ABCP as if it 
were not rated and continue to hold capital against the other 
securitisation exposures it provides).  A Reporting Bank’s capital 
treatment for such an exposure held in the trading book can be no less 
than the amount required under the banking book treatment; or 

 
(c) the credit risk mitigant is not obtained by the SPE but is separately 

obtained and applied to a specific securitisation exposure (e.g. a 
particular tranche)195D. 

 
 
Sub-division 4:  SA(SE) 
 
 Capital Treatment 
 
7.6.19 A Reporting Bank shall risk-weight any securitisation exposure for which it is 
using the SA(SE) to calculate the credit risk-weighted exposure amount in accordance 
with Tables 7-20 and 7-21 below: 
 
Table 7-20: Risk Weights for Long-Term SA(SE) Exposures 
Credit Quality 

Grade 
 1 to 2 3 to 5 6 to 8 9 to 11 

Risk Weight 

 
 

Securitisation 
Exposures 
(excluding 

Resecuritisation 
Exposures) 

 

20% 50% 100% 

350% (where the 
Reporting Bank is not 
the ABCP programme 

sponsor or the 
originator) 

 
 

Resecuritisation 
Exposures 40% 100% 225% 

 
650% (where the 

Reporting Bank is not 
the ABCP programme 

sponsor or the 
originator) 

 
 
Table 7-21: Risk Weights for Short-Term SA(SE) Exposures 
Credit Quality 

Grade 
 I II III 

Risk Weight  20% 50% 100% 

                                                 
195D The effect of the credit risk mitigant may be recognised based on the CRM treatment for SA(CR) and IRBA 

exposures.   
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Securitisation 
Exposures 
(excluding 

Resecuritisation 
Exposures) 

 
 

Resecuritisation 
Exposures 

 

40% 100% 225% 

 
7.6.20 Unless otherwise specified in paragraphs 7.6.21 to 7.6.24 below, a Reporting 
Bank shall apply a 1250% risk weight to a securitisation exposure measured in 
accordance with Division 2 of this Part if - 

 
(a) in the case of a short-term securitisation exposure, it is unrated or has a 

credit quality grade of “IV” as set out in Table 7R-4 of Annex 7R of this 
Part; or 

 
(b) in the case of any other securitisation exposure - 

 
(i)  where the Reporting Bank is the ABCP programme sponsor or 

originator, it is unrated or has a credit quality grade of “9” or worse 
as set out in Table 7R-3 of Annex 7R of this Part; or 

 
(ii) where the Reporting Bank is not the ABCP programme sponsor or 

the originator, it is unrated or has a credit quality grade of “12” as 
set out in Table 7R-3 of Annex 7R of this Part.  

 
 

Exceptions to General Treatment of Unrated Securitisation Exposures 
 
7.6.21 A Reporting Bank which holds or guarantees an unrated securitisation 
exposure from the most senior tranche in a securitisation may determine the risk weight 
to be applied to the securitisation exposure by applying the “look-through” treatment set 
out in paragraph 7.6.22 below, provided the composition of the underlying exposures is 
known at all times and it is able to determine the risk weights assigned to the underlying 
exposures. The Reporting Bank need not consider interest rate or currency swaps when 
determining whether a securitisation exposure belongs to the most senior tranche in a 
securitisation for the purpose of applying the “look-through” approach. 
 
7.6.22 Under the “look-through” approach, a Reporting Bank shall apply to the 
securitisation exposure the average risk weight of the underlying exposures determined 
in accordance with Sub-division 3 of Division 3 of this Part.  
 
7.6.23 A Reporting Bank which is an ABCP programme sponsor may apply a 100% 
risk weight or the highest risk weight assigned to any of the underlying exposures in the 
ABCP programme, whichever is higher, to an unrated securitisation exposure arising 
from the ABCP programme, if the following requirements are complied with: 
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(a) the securitisation exposure is economically in a second loss position or 
better and the first loss position provides significant credit protection to 
the second loss position; 

 
(b) the associated credit risk of the securitisation exposure is the equivalent 

of a credit quality grade of “III” or better as set out in Table 7R-4 of 
Annex 7R of this Part; and 

 
(c) the Reporting Bank does not retain or provide the first loss position. 

 
7.6.24 A Reporting Bank which provides an eligible liquidity facility which is unrated 
may apply to the resulting securitisation exposure the highest risk weight which would 
be assigned to any of the underlying exposures covered by the facility and the applicable 
CCF determined in accordance with Annex 7C of this Part. 
 
7.6.25 A Reporting Bank which provides credit protection for a basket of reference 
exposures through an unrated first-to-default credit derivative shall apply to the 
securitisation exposure the aggregate of the risk weights that would be assigned to the 
reference exposures, subject to a cap of 1250%.  
 
7.6.26 A Reporting Bank which provides credit protection for a basket of reference 
exposures through an unrated second-to-default credit derivative shall apply the 
treatment referred to in paragraph 7.6.25 above, except that in aggregating the risk 
weights, the reference exposure with the lowest risk-weighted amount may be excluded. 
 
 
 Treatment of Credit Protection Bought 
 
7.6.27 A Reporting Bank shall not recognise any SPE which is an issuer of 
securitisation exposures as an eligible protection provider. 
 
7.6.28 A Reporting Bank which has eligible credit protection for an SA(SE) exposure 
may recognise the effects of CRM of the eligible credit protection as follows: 
 

(a) break down the SA(SE) exposure into - 
 

(i) a protected portion with E equal to the notional amount of the 
eligible credit protection; and196 

 
(ii) an unprotected portion with E equal to the value of the SA(SE) 

exposure measured in accordance with Division 2 of this Part less 
the notional amount of the eligible credit protection; and 

 
(b) apply the risk weight that is applicable to the eligible protection 

provider196A to the protected portion calculated in accordance with sub-
                                                 
196  [This footnote has been intentionally left blank.] 
196A  Where a Reporting Bank has bought from an eligible protection provider a credit default swap which is an 

eligible credit protection and cleared through a CCP, the Reporting Bank may apply a risk weight of 2% if 
the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.1 or 2.5 of Annex 
7AJ, or 4% if the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.6 of 
Annex 7AJ. 
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paragraph (a)(i) above to calculate the credit risk-weighted exposure 
amount of the protected portion; and  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(c) either -  

 
(i) apply the risk weight that is applicable to the securitisation 

exposure to the unprotected portion calculated in accordance with 
sub-paragraph (a)(ii) above to calculate the credit risk-weighted 
exposure amount of the unprotected portion; or  

 
(ii) apply a 1250% risk weight to the unprotected portion ,  
 
whichever is applicable.  

 
7.6.28A For the purposes of paragraph 7.6.28, a Reporting Bank shall treat the 
protected portion of an SA(SE) exposure which has a currency mismatch or a maturity 
mismatch in accordance with Annex 7F of this Part. In the case where the underlying 
exposure in the protected portion of an SA(SE) exposure has different maturities, the 
Reporting Bank shall use the longest maturity as the maturity of the protected portion.   
 
7.6.29 Notwithstanding paragraph 7.6.28(a)(i), a Reporting Bank shall calculate the 
protected portion of an SA(SE) exposure in accordance with Annex 7H of this Part in 
cases of principal-only cover, partially eligible credit derivatives, tranched cover and 
basket credit derivatives. 
 
 
 Treatment of Credit Protection Sold 
 
7.6.30 Where a Reporting Bank which is not the originator or the ABCP programme 
sponsor provides unfunded credit protection to a securitisation exposure, the Reporting 
Bank shall calculate the credit risk-weighted exposure amount for the covered 
securitisation exposure as if it were directly holding that exposure. Where a Reporting 
Bank provides credit protection to an unrated credit enhancement, the Reporting Bank 
shall calculate the credit risk-weighted exposure amount for the credit protection 
provided as if it were directly holding the unrated credit enhancement.  
 
7.6.31 Where a Reporting Bank provides funded credit protection to a securitisation 
exposure, the Reporting Bank shall calculate the credit risk-weighted exposure amount 
for the credit protection as the sum of - 
 

(a) the credit risk-weighted exposure amount for the covered securitisation 
exposure calculated in accordance with paragraph 7.6.30; and  

 
(b) the credit risk-weighted exposure amount for the exposure to the 

protection buyer using the risk weight which is applicable to the 
protection buyer, 

 
                                                                                                                                                        

[MAS Notice 637 (Amendment No. 2) 2014] 
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subject to the condition that the sum of the credit risk-weighted exposure amounts shall 
not exceed the credit risk-weighted exposure amount calculated applying a risk weight of 
1250% to the covered securitisation exposure.  
 
7.6.32  [This paragraph has been intentionally left blank.] 
 
 
 
 
 

Recognition of Eligible Financial Collateral under FC(SA) 
 
7.6.33 A Reporting Bank which has taken eligible financial collateral197 for an SA(SE) 
exposure and is using the FC(SA) may recognise the effect of the eligible financial 
collateral as follows: 
 

(a) break down the SA(SE) exposure into - 
 

(i) a collateralised portion with E equal to the latest fair market value 
of the eligible financial collateral; and 

 
(ii) an uncollateralised portion with E equal to the E of the SA(SE) 

exposure less the latest fair market value of the eligible financial 
collateral; and 

 
(b) apply the risk weight that is applicable to the eligible financial collateral 

to the collateralised portion calculated in accordance with sub-paragraph 
(a)(i) above to calculate the credit risk-weighted exposure amount of the 
collateralised portion as though the Reporting Bank had a direct 
exposure to the eligible financial collateral; and  

 
(c) either -  

 
(i) apply the risk weight that is applicable to the securitisation 

exposure to the uncollateralised portion calculated in accordance 
with sub-paragraph (a)(ii) above to calculate the credit risk-
weighted exposure amount of the uncollateralised portion; or  

 
(ii) apply a 1250% risk weight to the uncollateralised portion ,  
 
whichever is applicable.  

 
 
Sub-division 5:   IRBA(SE) 
 
 Capital Treatment 
 

                                                 
197  Collateral in this context refers to assets used to hedge the credit risk of a securitisation exposure rather 

than the underlying exposures of the securitisation, including collateral pledged by an SPE. 
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7.6.34 A Reporting Bank using the IRBA(SE) for any securitisation exposure shall use 
the following hierarchy of methods in paragraphs 7.6.35 to 7.6.37 to determine the 
method to be applied for calculating the credit risk-weighted exposure amount. 
 
7.6.35 A Reporting Bank shall apply the RBM as described in Annex 7AE of this Part 
to any securitisation exposure that has a credit quality grade, or for which a credit 
quality grade can be inferred in the manner described in Section 3 of Annex 7AE of this 
Part.  
 
7.6.36 Where a Reporting Bank is unable to apply the RBM to a securitisation 
exposure –  
 

(a) in the case of a securitisation exposure to an ABCP programme (such as 
a liquidity facility or credit enhancement), a Reporting Bank which has 
received the approval of the Authority for the use of the IAM prescribed 
in Annex 7AF of this Part may apply the IAM to the securitisation 
exposure. Alternatively, the Reporting Bank may use the SF prescribed 
in Annex 7AG of this Part to the securitisation exposure if it is able to 
calculate the set of risk factors relating to the securitisation197A; and 

  
(b) in all other cases, the Reporting Bank shall use the SF prescribed in 

Annex 7AG of this Part to the securitisation exposure if it is able to 
calculate the set of risk factors relating to the securitisation197A.  

 
7.6.37 Unless otherwise specified in paragraph 7.6.38 below, a Reporting Bank which 
is unable to apply any of the above methods to a particular securitisation exposure shall 
apply a 1250% risk weight to the value of the securitisation exposure measured in 
accordance with Division 2 of this Part. 

 
7.6.37A Where only the drawn balances of exposures in the IRBA retail asset class 
have been securitised, a Reporting Bank shall hold capital against its share (i.e. 
originator’s interest) of undrawn balances related to the securitised exposures in 
accordance with paragraph 7.1.4 of this Part. The Reporting Bank shall determine the 
EAD associated with the originator’s interest in the undrawn balances by allocating the 
undrawn balances of securitised exposures on a pro-rata basis based on the proportions 
of the originator’s and investors’ share of the securitised drawn balances.   

 
 

Exception to General Treatment of Securitisation Exposures where RBM, SF 
and IAM cannot be applied 

 
7.6.38 Where the Reporting Bank is unable to apply the RBM, the SF or the IAM to an 
eligible liquidity facility, it may, on an exceptional basis and subject to the Authority’s 
approval, apply for a temporary period the “look-through” treatment to the liquidity 
facility.  Under the “look-through” treatment, the Reporting Bank shall apply the highest 
risk weight of any of the underlying exposures covered by the liquidity facility 
determined in accordance with Sub-division 3 of Division 3 of this Part and a CCF of 

                                                 
197A  To maintain consistency between the RBM and the SF, the SF floor risk weight is set at 20% for 

resecuritisation exposures and 7% for other securitisation exposures. 
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100%.  In all other cases, the Reporting Bank shall apply a 1250% risk weight to the 
notional amount of the liquidity facility.  
 
 
 Treatment of Credit Protection Bought 
 
7.6.39 A Reporting Bank may recognise the effect of eligible credit protection for an 
IRBA(SE) exposure if it applies the RBM or the SF to that securitisation exposure.  
 
7.6.40 A Reporting Bank which has eligible credit protection for an IRBA(SE) 
exposure may recognise the effects of CRM of the eligible credit protection as follows: 
 

(a) break down the IRBA(SE) exposure into - 
 

(i) a protected portion with EAD equal to the notional amount of the 
eligible credit protection198; and 

 
(ii) an unprotected portion with EAD equal to the EAD of the IRBA(SE) 

exposure less the notional amount of the eligible credit protection;  
 

(b) apply the risk weight that is applicable to the eligible protection 
provider198A to the protected portion calculated in accordance with sub-
paragraph (a)(i) above to calculate the credit risk-weighted exposure 
amount of the protected portion; and  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(c) either -  

 
(i) in the case where the RBM is used for that IRBA(SE) exposure,  
  

(A) apply the risk weight that is applicable to the securitisation 
exposure to the unprotected portion calculated in accordance 
with sub-paragraph (a)(ii) above to calculate the credit risk-
weighted exposure amount of the unprotected portion; or 

 
(B) apply a 1250% risk weight to the unprotected portion; or 

 
(ii) in the case where the SF is used for that IRBA(SE) exposure, 
 

(A)  calculate the credit risk-weighted exposure amount of the 
unprotected portion in accordance with paragraph 1.3 of Annex 
7AG; or 

                                                 
198  A Reporting Bank shall treat the protected portion of an IRBA(SE) exposure which has a currency 

mismatch or a maturity mismatch in accordance with Annex 7F of this Part.  
198A  Where a Reporting Bank has bought from an eligible protection provider a credit default swap which is an 

eligible credit protection and cleared through a CCP, the Reporting Bank may apply a risk weight of 2% if 
the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.1 or 2.5 of Annex 
7AJ, or 4% if the credit default swap constitutes a CCP trade exposure in accordance with paragraph 2.6 of 
Annex 7AJ. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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(B) apply a 1250% risk weight to the unprotected portion,  

 
whichever is applicable.  

 
7.6.41 Notwithstanding paragraph 7.6.40(a)(i), a Reporting Bank shall calculate the 
protected portion of an IRBA(SE) exposure in accordance with Annex 7H of this Part in 
cases of principal-only cover, partially eligible credit derivatives, tranched cover and 
basket credit derivatives. 
 
 
 Treatment of Credit Protection Sold 
 
7.6.42 Where a Reporting Bank which is not the originator or ABCP programme 
sponsor provides unfunded credit protection to a securitisation exposure, the Reporting 
Bank shall calculate the credit risk-weighted exposure amount for the covered 
securitisation exposure as if it were directly holding that exposure. Where a Reporting 
Bank provides credit protection to an unrated credit enhancement, the Reporting Bank 
shall calculate the credit risk-weighted exposure amount for the credit protection 
provided as if it were directly holding the unrated credit enhancement. 
 
7.6.43 Where a Reporting Bank provides funded credit protection to a securitisation 
exposure, the Reporting Bank shall calculate the credit risk-weighted exposure amount 
for the credit protection as the sum of - 
 

(a) the credit risk-weighted exposure amount for the covered securitisation 
exposure calculated in accordance with paragraph 7.6.42; and 

 
(b) the credit risk-weighted exposure amount for the exposure to the 

protection buyer using the risk weight that is applicable to the protection 
buyer,  

 
subject to the condition that the sum of the credit risk-weighted exposure amounts shall 
not exceed the credit risk-weighted exposure amount calculated applying a risk weight of 
1250% to the covered securitisation exposure.  
 
7.6.44  [This paragraph has been intentionally left blank.] 
 
 
 Treatment of Partial Credit Protection 
 
7.6.45 Where a Reporting Bank uses the SF and the credit risk mitigant covers the 
first loss or losses on a proportional basis, the Reporting Bank may reduce the capital 
requirement for its securitisation exposures proportionally. In all other cases where the 
Reporting Bank uses the SF, it shall assume that the credit risk mitigant covers the most 
senior portion of the securitisation exposure. Examples for recognising eligible credit 
protection under the SF are provided in Annex 7AH of this Part.  
 
 
Sub-division 6:   Early Amortisation Provisions 
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7.6.46 A Reporting Bank which is an originator or an ABCP programme sponsor shall 
hold regulatory capital for early amortisation exposures against all or a portion of the 
investors’ interest when - 

[MAS Notice 637 (Amendment) 2012] 
 

(a) it sells exposures into a structure that contains an early amortisation 
feature; and 

 
(b) the exposures sold are of a revolving nature. These are exposures where 

the borrower is permitted to vary the drawn amount and repayments 
within an agreed limit under a line of credit (e.g. credit card receivables 
and corporate loan commitments). 

 
7.6.47 In the case of a securitisation involving an underlying pool of revolving and 
term exposures, a Reporting Bank shall hold regulatory capital for early amortisation 
exposures only for that portion of the underlying pool containing revolving exposures.  
 

[MAS Notice 637 (Amendment) 2012] 
 
7.6.47A In a Reporting Bank’s calculation of credit RWA for securitisation exposures 
which are subject to the early amortisation treatment, the Reporting Bank shall ensure 
that the aggregate credit risk-weighted exposure amount for all of the securitisation 
exposures of the Reporting Bank to a securitisation does not exceed the greater of –  
 

(a)  the aggregate credit risk-weighted exposure amount corresponding to 
the retained or repurchased securitisation exposure; and 

 
(b) the aggregate credit risk-weighted exposure amount corresponding to 

the underlying exposures of the securitisation had they been on the 
balance sheet of the Reporting Bank and included in the calculation of the 
credit RWA of the Reporting Bank. 

 
In addition, the Reporting Bank shall deduct a gain-on-sale in accordance with paragraph 
7.6.16 of this Part and shall hold capital for credit-enhancing interest only strips in 
accordance with paragraph 7.6.15 of this Part. 

 
[MAS Notice 637 (Amendment) 2012] 

 
 
 Exemption from Early Amortisation Treatment  
 
7.6.48 Notwithstanding paragraph 7.6.46 a Reporting Bank need not hold regulatory 
capital for early amortisations in the following situations: 
 

(a) replenishment structures where the underlying exposures do not revolve 
and the early amortisation terminates the ability of the Reporting Bank 
to add new exposures; 
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(b) transactions of revolving assets containing early amortisation features 
that mimic term structures (i.e. where the risk on the underlying 
facilities does not return to the Reporting Bank); 

 
(c) structures where the Reporting Bank securitises one or more credit lines 

and where investors remain fully exposed to future draws by borrowers 
even after an early amortisation event has occurred; and 

 
(d) the early amortisation clause is triggered solely by events not related to 

the performance of the securitised assets or the Reporting Bank, such as 
material changes in tax laws or regulations. 
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Annex 7O 
 
CURRENT EXPOSURE METHOD284 
 
1.1 A Reporting Bank using the current exposure method shall calculate E or EAD, 
whichever is applicable, for the pre-settlement counterparty exposure arising from an 
OTC derivative transaction that is not covered by a qualifying bilateral netting agreement 
or a qualifying cross-product netting agreement by adding - 
 

(a) the replacement cost (obtained by marking-to-market) of the OTC 
derivative transaction or in the case of a transaction with negative 
replacement cost, a value of zero285; and  

 
(b) the amount for potential future exposure obtained by applying the 

appropriate add-on factor set out in Table 7O-1 to the notional amount286 
of the OTC derivative transaction. 

 
Table 7O-1 – Add-on Factors to Reflect Potential Future Exposure287 

  
 

OTC Derivative Transaction  

 
One year 
or less 

Over one 
year to five 

years 

 
Over five 

years 
(a) Foreign Exchange Rate and 

Gold288 
1.0 % 5.0% 7.5% 

(b) Interest Rates289 0.0 % 0.5% 1.5% 
(c) Equity  6.0 % 8.0% 10.0% 
(d) Precious metals (except gold) 7.0 % 7.0% 8.0% 
(e) Other commodities290  10.0 % 12.0% 15.0% 
 
(f) Credit derivatives Protection buyer Protection seller 
 Total Return Swap   
 Qualifying reference obligation291 5% 5% 

                                                 
284  A Reporting Bank may calculate the pre-settlement counterparty exposure arising from a long settlement 

transaction using the current exposure method. In such a case, this Annex shall be read with reference to 
a long settlement transaction. 

285  Any foreign exchange transaction or translation gains or losses from a foreign currency-denominated OTC 
derivative transaction should be allocated to the exposure to which it accrues.   

286  In the event that the stated notional amount is leveraged or enhanced by the structure of the transaction, 
the Reporting Bank shall use the effective notional amount when determining the potential future exposure. 

287 (a)  For a transaction with multiple exchanges of principal, the add-on factors are to be multiplied by the 
number of remaining payments in the contract. 

(b)  For a transaction that is structured to settle outstanding exposures following specified payment dates 
and where the terms are reset such that the market value of the contract is zero on these specified 
dates, the residual maturity shall be equal to the time until the next reset date. In the case of an 
interest rate contract with a remaining maturity of more than one year which meets the above criteria, 
the add-on factor is subject to a minimum of 0.5%. 

[MAS Notice 637 (Amendment No. 2) 2014] 
288  [This footnote has been intentionally left blank.] 
289  No potential future exposure shall be calculated for single currency floating/floating interest rate swaps.  

The exposure on these contracts shall be evaluated solely on the basis of their fair value. 
[MAS Notice 637 (Amendment No. 2) 2014] 

290  Includes any forward, swap, purchased option and other similar derivative contracts which are not 
classified in (a) to (d). 
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 Non-qualifying reference 
obligation 

10% 10% 

 Credit Default Swap292   
 Qualifying reference obligation 5% 5%293 
 Non-qualifying reference 

obligation 
10% 10%293 

 
 
1.2 For an OTC derivative transaction or a long settlement transaction to a single 
counterparty that is covered by a qualifying bilateral netting agreement, a Reporting 
Bank using the current exposure method shall calculate E or EAD, whichever is 
applicable, for the pre-settlement counterparty exposure arising from that netting set by 
adding - 
 

(a) the net replacement cost (obtained by marking-to-market) of all OTC 
derivative transactions with that counterparty or in the case where the net 
replacement cost is negative, a value of zero; and  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(b) an add-on, ANET for potential future exposure which is calculated as follows: 
  

ANET = 0.4 x AGROSS + 0.6 x NGR x AGROSS 
 

where -  
 
(i)  “AGROSS” refers to the sum of individual add-on amounts (calculated 

by multiplying the notional amount of each OTC derivative 
transaction by the appropriate add-on factor set out in Table 7O-1) 
of all OTC derivative transactions with that counterparty; and 

 
(ii) “NGR” refers to the ratio of the net current replacement cost293A to 

the gross current replacement cost for all OTC derivative 

                                                                                                                                                        
291  "Qualifying reference obligation” means any security that is issued by any MDB, any security (including 

one issued by a PSE) that has a credit quality grade of “3” or better as set out in Table 7R-1 of Annex 7R 
of Part VII based on the external credit assessment of at least one recognised ECAI, and any unrated 
security issued by a PSE which belongs to a country with a credit quality grade of “1” as set out in Table 
7R-1 of Annex 7R of Part VII.  Where a security has more than one external credit assessment and these 
map into different credit quality grades, paragraph 7.3.4 shall apply. A Reporting Bank adopting the IRBA 
may also include an unrated security if the security is internally rated and associated with a PD equivalent 
to a credit quality grade of “3” or better as set out in Table 7R-1 of Annex 7R of Part VII and the issuer has 
securities listed on a recognised group A exchange. 

292  Where the credit derivative is a first-to-default transaction, the add-on shall be determined by the lowest 
quality underlying reference obligation in the basket, i.e. if there is any non-qualifying reference obligation 
in the basket, the non-qualifying reference obligation shall be used. For a second-to-default transaction, 
the add-on shall be determined by the second lowest quality underlying reference obligation in the basket. 
For a nth-to-default transaction, the add-on shall be determined by the nth-lowest quality underlying 
reference obligation in the basket. 

293  The protection seller of a credit default swap shall only be subject to the add-on factor where it is subject 
to closeout upon the insolvency of the protection buyer while the underlying reference obligation is still 
solvent.  The potential future exposure should be capped to the amount of unpaid premiums.  

293A  Calculated in accordance with paragraph 1.2(a) of this Annex.  
[MAS Notice 637 (Amendment No. 2) 2014] 
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transactions subject to qualifying bilateral netting agreements with 
that counterparty.294  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
1.3 For the purposes of paragraph 1.2(b)(i), the notional amount for a forward 
exchange contract and any other similar contract in which the notional amount is 
equivalent to cash flows is defined as the net receipts due on each value date in each 
currency.   
 
1.4 A Reporting Bank which has taken eligible financial collateral for any OTC 
derivative transaction that is not covered by a qualifying cross-product netting 
agreement may recognise the effect of such collateral in accordance with paragraphs 1.5 
to 1.9 below. 
  
1.5 A Reporting Bank using the SA(CR) may use either the FC(SA) or the FC(CA) to 
recognise the effect of eligible financial collateral for any OTC derivative transaction in 
the banking book.  The Reporting Bank shall apply the chosen approach consistently to 
the entire banking book and shall not use a combination of both approaches. For any 
pre-settlement counterparty exposure arising from an OTC derivative transaction in the 
trading book, a Reporting Bank using the SA(CR) shall use only the FC(CA) to recognise 
the effect of eligible financial collateral.  
 
1.6 A Reporting Bank using the SA(CR) and FC(SA) may recognise the effect of 
eligible financial collateral for any OTC derivative transaction in accordance with Sub-
division 4 of Division 3 of Part VII.  
 
1.7 A Reporting Bank which has taken eligible financial collateral for any OTC 
derivative transaction or long settlement transaction may - 
 

(a) if it is using the SA(CR) and the FC(CA), calculate E*, the SA(CR) 
exposure adjusted for eligible financial collateral, in accordance with 
paragraph 1.8 and substitute E* for E when calculating the credit risk-
weighted exposure amount for an SA(CR) exposure or for all its SA(CR) 
exposures to a counterparty covered by a qualifying bilateral netting 
agreement under Sub-division 3 of Division 1 of Part VII; or  

 
(b) if it is adopting the F-IRBA and the FC(CA)295, calculate EADadj, the IRBA 

exposure adjusted for eligible financial collateral, in accordance with 
paragraph 1.8 and use EADadj to calculate LGD* in accordance with Sub-
division 7 of Division 4 of Part VII when calculating the credit risk-
weighted exposure amount for an IRBA exposure or for all its IRBA 
exposures to a counterparty covered by a qualifying bilateral netting 
agreement.296 

                                                 
294  A Reporting Bank shall calculate the NGR separately for each counterparty. Any Reporting Bank which 

proposes to use an aggregate NGR shall consult the Authority. For the avoidance of doubt, the value of 
NGR shall be non-negative. 

[MAS Notice 637 (Amendment No. 2) 2014] 
295  The FC(SA) is not available to a Reporting Bank using the F-IRBA. 
296  For avoidance of doubt, the EAD for any IRBA exposure is not affected by this calculation of EADadj.  
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1.8 A Reporting Bank using the FC(CA) shall calculate E* or EADadj, the exposure 
amount adjusted for eligible financial collateral, for any collateralised OTC derivative 
transaction using the following formula:  
 

E* (or EADadj) = E (or EAD) - C(1 – HC – HFX) 
 

where -  
 

(a)  “E* (or EADadj)” refers to the exposure value after risk mitigation; 
 
(b)  “E (or EAD)” refers to the exposure value calculated in accordance with 

paragraph 1.1 or 1.2 of this Annex, whichever is applicable; 
 
(c)  “C” refers to the fair value of the eligible financial collateral received297; 
 
(d)  “HC” refers to the haircut appropriate to the collateral, or if the collateral is 

a basket of assets, the weighted sum of the haircuts appropriate to the 
assets in the basket where each weight is the proportion of the asset in 
the basket in units of currency determined in accordance with Annex 7J of 
Part VII; and 

 
(e) “HFX” refers to the haircut appropriate for the currency mismatch between 

the collateral and exposure determined in accordance with Annex 7J of 
Part VII.297A  

 
1.9 A Reporting Bank using the A-IRBA or the IRBA for the IRBA retail asset class 
may take collateral into account when deriving its own estimates of LGD. 
  

                                                 
297  Where the residual maturity of the collateral is shorter than the residual maturity of the exposure, the 

Reporting Bank shall substitute PA calculated in accordance with Annex 7F of Part VII for C(1 – HC – HFX). 
297A  Hfx shall also be applied if there is a mismatch between the collateral currency and the settlement 

currency.  This applies even in the case where there are more than two currencies involved in the 
exposure, collateral and settlement currency. 
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STANDARDISED APPROACH FOR COUNTERPARTY CREDIT RISK (SA-CCR)284 
 
Section 1: Overview 
 
1.1 Subject to Section 4 of this Annex, a Reporting Bank using the SA-CCR shall 
calculate E or EAD, whichever is applicable, for the pre-settlement counterparty 
exposure to a single counterparty arising from derivative transactions separately for 
each netting set as follows285: 
 

𝐸 𝑜𝑜 𝐸𝐸𝐸 = 𝑎𝑎𝑎ℎ𝑎 × (𝑅𝑅 + 𝑃𝑃𝐸)  
 

where - 
 
(a) 𝑎𝑎𝑎ℎ𝑎 = 1.4; 
 
(b) 𝑅𝑅 = the replacement cost calculated in accordance with Section 2 of this 

Annex; and  
 
(c) 𝑃𝑃𝐸 = the amount for potential future exposure calculated in accordance with 

Section 3 of this Annex. 
 
1.2 A Reporting Bank shall calculate RC and PFE differently for margined and 
unmargined netting sets in accordance with Sections 2 to 4 of this Annex. A Reporting 
Bank may cap the E or EAD, whichever is applicable, for a margined netting set, at the E 
or EAD, whichever is applicable, calculated based on the formulas for unmargined 
transactions. 
 
 
Section 2: Replacement Cost 

 
2.1 For unmargined transactions (that is, where variation margin is not exchanged, 
but collateral other than variation margin may be present), a Reporting Bank shall 
calculate RC using the following formula: 
 

𝑅𝑅 = 𝑚𝑎𝑚{𝑉 − 𝑅; 0} 
 
where - 
 
(a) 𝑉 is the value of the derivative transactions in the netting set; and  

 
(b) 𝑅 is the haircut value of net collateral held, which in the case of unmargined 

transactions, is NICA adjusted by applying the supervisory haircuts or own-
estimate haircuts such that the value of collateral posted by the Reporting 

                                                 
284  A Reporting Bank may calculate the pre-settlement counterparty exposure arising from a long settlement 

transaction using the SA-CCR. In such a case, this Annex shall be read with reference to a long settlement 
transaction. 

285  The Reporting Bank may set E or EAD, whichever is applicable, to zero only for sold options that are not 
under netting and margin agreements. 



 
 
Monetary Authority of Singapore         134 
 

Bank to its counterparty is increased, and the value of collateral received by 
the Reporting Bank from its counterparty is decreased.  

 
2.2 A Reporting Bank shall treat bilateral transactions with a one-way margining 
agreement in favour of the Reporting Bank’s counterparty (that is, where the Reporting 
Bank posts but does not collect collateral under the margining agreement) as 
unmargined transactions. 
 
2.3 For margined transactions, a Reporting Bank shall calculate RC using the 
following formula: 

𝑅𝑅 = 𝑚𝑎𝑚{𝑉 − 𝑅;𝑇𝑇 + 𝑀𝑇𝐸 − 𝑁𝑁𝑅𝐸; 0} 
 
where – 
 
(a) 𝑉 is the value of the derivative transactions in the netting set; 
 
(b) 𝑅 is the haircut value of net collateral held, including both variation margin 

and NICA;  
 
(c) 𝑇𝑇  is the positive margin threshold where the counterparty would post 

collateral to the Reporting Bank; 
 
(d) 𝑀𝑇𝐸 is the minimum transfer amount applicable to the counterparty; and 
 
(e) 𝑁𝑁𝑅𝐸 is the net independent collateral amount. 

 
 
Section 3: Potential Future Exposure 
 
3.1 A Reporting Bank shall calculate PFE using the following formula: 
 

𝑃𝑃𝐸 = 𝑚𝑚𝑎𝑚𝑚𝑎𝑎𝑚𝑚𝑜× 𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 
 
where – 

 
(a) 𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎  is the aggregate add-on calculated in accordance with 

paragraph 3.2 of this Annex; and 
 
(b) multiplier is calculated using the following formula: 
 

𝑚𝑚𝑎𝑚𝑚𝑎𝑎𝑚𝑚𝑜 = 𝑚𝑚𝐴 �1;𝑃𝑎𝑜𝑜𝑜 + (1 − 𝑃𝑎𝑜𝑜𝑜)× 𝑚𝑚𝑎 �
𝑉 − 𝑅

2×(1 − 𝑃𝑎𝑜𝑜𝑜)×𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎
�� 

 

where – 
 
(i) 𝑚𝑚𝑎(… ) is the exponential function; 
 
(ii) 𝑃𝑎𝑜𝑜𝑜 = 5%; and 
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(iii) 𝑉 and 𝑅 are calculated as set out in paragraph 2.1 for unmargined netting 
sets or paragraph 2.3 of this Annex for margined netting sets, whichever 
is applicable.  

 
Aggregate add-on across asset classes 

3.2 A Reporting Bank shall calculate the aggregate add-on, 𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎, using the 
following formula: 
 

𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 = � 𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎 𝑐𝑐𝑎𝑎𝑎

𝑎𝑎𝑎𝑎𝑎 𝑐𝑐𝑎𝑎𝑎

 

 
where 𝐸𝐴𝐴𝐴𝐴𝑎𝑎𝑎𝑎𝑎 𝑐𝑐𝑎𝑎𝑎  is the respective add-on for each asset class calculated in 
accordance with paragraphs 3.9 to 3.14 of this Annex.286 
 
Allocation of transactions to one or more asset classes 

3.3 Subject to paragraph 3.4 of this Annex, a Reporting Bank shall allocate each 
transaction to one of the five asset classes (i.e. interest rate, foreign exchange, credit, 
equity, commodity) on the basis of the primary risk factor of the transaction, defined by 
the transaction’s underlying instrument (e.g. an interest rate curve for an interest rate 
swap, a reference entity for a credit default swap, a foreign exchange rate for a foreign 
exchange call option, etc.).  
 
3.4 For more complex transactions that have more than one risk factor (e.g. multi-
asset or hybrid derivatives), a Reporting Bank shall take sensitivities and volatilities of 
the underlying into account for determining the primary risk factor. 
 
3.5 The Authority may a Reporting Bank to allocate more complex transactions to 
more than one asset class, resulting in the same position being included in multiple asset 
classes. Where the Authority requires a Reporting Bank to allocate a transaction to more 
than one asset class, the Reporting Bank shall determine appropriately the sign and 
supervisory delta adjustment of the relevant risk factor for each asset class to which the 
transaction is allocated. 
 

Hedging sets within each asset class 
3.6 Subject to paragraphs 3.7 and 3.8 of this Annex, a Reporting Bank shall group 
transactions into hedging sets within each asset class as follows: 
 

(a) Interest rate derivatives into separate hedging sets for each currency; 
 
(b) Foreign exchange derivatives into separate hedging sets for each currency 

pair; 
 
(c) Credit derivatives into a single hedging set; 
 
(d) Equity derivatives into a single hedging set; and 
 
(e) Commodity derivatives into four separate hedging sets according to the 

following categories of commodity derivatives: 

                                                 
286 For the avoidance of doubt, diversification benefits across asset classes are not recognised. 
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(i) Energy; 

 
(ii) Metals; 

 
(iii) Agricultural commodities; and 

 
(iv) Other commodities. 

 
3.7 A Reporting Bank shall group transactions that reference the basis between two 
risk factors and are denominated in a single currency287 (i.e. basis transactions) into 
separate hedging sets within the corresponding asset class288.   
 
3.8 A Reporting Bank shall group transactions that reference the volatility of a risk 
factor (i.e. volatility transactions) into separate hedging sets within the corresponding 
asset class289. 
 

Add-on for interest rate derivatives 
3.9 A Reporting Bank shall calculate the add-on for interest rate derivatives, 𝐸𝐴𝐴𝐴𝐴𝑁𝑅, 
as the sum of the add-ons for each hedging set of interest rate derivatives transacted 
with a counterparty in a netting set, as follows: 
 

𝐸𝐴𝐴𝐴𝐴𝐼𝐼 = �𝐸𝐴𝐴𝐴𝐴𝑗𝐼𝐼

𝑗

 

 
where 𝐸𝐴𝐴𝐴𝐴𝑗𝐼𝐼

 is the hedging set-level add-on for hedging set ‘j’ calculated using 
the following formula: 

 

𝐸𝐴𝐴𝐴𝐴𝑗𝐼𝐼 = 𝑆𝑃𝑗𝐼𝐼× 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐼𝐼 
 

where - 
 
(a) 𝑆𝑃𝑗𝐼𝐼

 is the interest rate supervisory factor specified in Table 7O-1; and 
 
(b) 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐼𝐼

 is the hedging set-level effective notional for hedging 
set ‘j’ calculated by aggregating across maturity buckets for each hedging 
set290 using one of the following formulas: 

                                                 
287  For the avoidance of doubt, derivatives with two floating legs that are denominated in different currencies 

(such as cross-currency swaps) are not subject to this treatment. The Reporting Bank shall treat such 
transactions as non-basis foreign exchange transactions. 

288  There is a separate hedging set for each pair of risk factors (i.e. for each specific basis). Within the 
hedging set, long and short positions are determined with respect to the basis. Examples of specific bases 
include three-month Libor versus six-month Libor, three-month Libor versus three-month T-Bill, one-
month Libor versus OIS rate, Brent Crude oil versus Henry Hub gas. 

289  The Reporting Bank shall apply the same hedging set construction set out in paragraph 3.6 of this Annex 
to volatility hedging sets, e.g. all equity volatility transactions form a single hedging set. Examples of 
volatility transactions include variance and volatility swaps, options on realised or implied volatility. 

290 For the purpose of calculating the hedging-set level effective notional, the Reporting Bank shall allocate 
each transaction in the hedging set to one of the following three maturity buckets based on the end date 
of the transaction: 
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(i) Formula 1: 

 
𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐼𝐼 = 

��𝐸𝑗1𝐼𝐼�
2

+ �𝐸𝑗2𝐼𝐼�
2

+ �𝐸𝑗3𝐼𝐼�
2

+ 1.4 × 𝐸𝑗1𝐼𝐼 × 𝐸𝑗2𝐼𝐼 + 1.4 × 𝐸𝑗2𝐼𝐼 × 𝐸𝑗3𝐼𝐼 + 0.6 × 𝐸𝑗1𝐼𝐼 × 𝐸𝑗3𝐼𝐼�
1
2; or 

 
(ii) In the case where the Reporting Bank chooses not to recognise offset 

across maturity buckets - Formula 2: 
 
𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐼𝐼 =  �𝐸𝑗1𝐼𝐼� + �𝐸𝑗2𝐼𝐼�+ �𝐸𝑗3𝐼𝐼� 

 
where 𝐸𝑗𝑗𝐼𝐼  is the effective notional for currency ‘j’ and maturity 
bucket ‘k’ calculated using the following formula: 

 

𝐸𝑗𝑗𝐼𝐼 = � 𝛿𝑖 × 𝐴𝑖𝐼𝐼 × 𝑀𝑃𝑖
𝑎𝑡𝑡𝑎

𝑖𝑖{𝐶𝐶𝑎𝑎𝑎𝐶𝑐𝑡𝑗,𝑀𝑎𝑎𝐶𝑎𝑖𝑎𝑡 𝐵𝐶𝑐𝑗𝑎𝑎𝑘}

 

 
where - 
 
(A) 𝑚𝑖{𝑅𝑚𝑜𝑜𝑚𝐴𝐸𝑐𝑗 ,𝑀𝑎𝑚𝑚𝑜𝑚𝑚𝑐 𝐵𝑚𝐸𝑢𝑚𝑚𝑗}  refers to trades of currency ‘j’ 

that belong to maturity bucket ‘k’; 
 
(B) 𝐴𝑖𝐼𝐼  is the appropriate trade-level adjusted notional amount 

calculated in accordance with paragraph 3.15(a) of this 
Annex; 

 
(C) 𝛿𝑖is the appropriate supervisory delta adjustment calculated 

in accordance with paragraph 3.17 of this Annex; and 
 
(D) 𝑀𝑃𝑖

𝑎𝑡𝑡𝑎  is the appropriate maturity factor calculated in 
accordance with paragraph 3.18 of this Annex. 

 
Add-on for foreign exchange derivatives 

3.10 A Reporting Bank shall calculate the add-on for foreign exchange derivatives, 
𝐸𝐴𝐴𝐴𝐴𝐹𝑋, as the sum of the add-ons for each hedging set of foreign exchange derivatives 
transacted with a counterparty in a netting set, as follows: 
 

𝐸𝐴𝐴𝐴𝐴𝐹𝑋 = �𝐸𝐴𝐴𝐴𝐴𝑗𝐹𝑋

𝑗

 

 
where 𝐸𝐴𝐴𝐴𝐴𝑗𝐹𝑋

 is the hedging set-level add-on for hedging set ‘j’ calculated using 
the following formula: 

                                                                                                                                                        
(a) Maturity Bucket 1, for transactions of Ei less than one year;  
(b) Maturity Bucket 2, for transactions of Ei between one year and five years; or 
(c) Maturity Bucket 3, for transactions of Ei greater than five years. 
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𝐸𝐴𝐴𝐴𝐴𝑗𝐹𝑋 = 𝑆𝑃𝑗𝐹𝑋× �𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐹𝑋� 
 

where - 
 

(a) 𝑆𝑃𝑗𝐹𝑋
 is the foreign exchange supervisory factor specified in Table 7O-1; 

and 
 

(b) 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐹𝑋
 is the hedging set-level effective notional for hedging 

set ‘j’ calculated using the following formula: 
 

𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚 𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐹𝑋 = � 𝛿𝑖 × 𝐴𝑖𝐹𝑋 × 𝑀𝑃𝑖
𝑎𝑡𝑡𝑎

𝑖𝑖𝐻𝑎𝐻𝑎𝑖𝐶𝑎 𝑆𝑎𝑎𝑗

 

 
where - 
 
(i) 𝑚𝑖𝑇𝑚𝐴𝐻𝑚𝐴𝐻 𝑆𝑚𝑚𝑗  refers to trades of hedging set ‘j’; 
 
(ii) 𝐴𝑖𝐹𝑋  is the appropriate trade-level adjusted notional amount 

calculated in accordance with paragraph 3.15(b) of this Annex; 
 
(iii) 𝛿𝑖  is the appropriate supervisory delta adjustment calculated in 

accordance with paragraph 3.17 of this Annex; and 
 
(iv) 𝑀𝑃𝑖

𝑎𝑡𝑡𝑎  is the appropriate maturity factor calculated in accordance 
with paragraph 3.18 of this Annex. 

 
Add-on for credit derivatives 

3.11 A Reporting Bank shall calculate the add-on for credit derivatives291, 𝐸𝐴𝐴𝐴𝐴𝐶𝑎𝑎𝐻𝑖𝑎, 
as follows292: 
 

𝐸𝐴𝐴𝐴𝐴𝐶𝑎𝑎𝐻𝑖𝑎 = 

���𝜌𝑗𝐶𝑎𝑎𝐻𝑖𝑎 × 𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗)
𝑗

�
2

+ ��1 − �𝜌𝑗𝐶𝑎𝑎𝐻𝑖𝑎�
2
� × (𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗))2

𝑗

�

1
2

 

 

where - 
 
(a) 𝜌𝑗𝐶𝑎𝑎𝐻𝑖𝑎 is the appropriate credit correlation factor corresponding to entity ‘k’ 

specified in Table 7O-1; 
 

                                                 
291  The protection seller of a credit default swap shall only be subject to the add-on factor where it is subject 

to closeout upon the insolvency of the protection buyer while the underlying is still solvent.  
292  Only derivatives referencing the same entity (which could be either a single name or an index) are allowed 

to offset each other fully. Derivatives referencing different entities are only allowed partial offsetting. 



 
 
Monetary Authority of Singapore         139 
 

(b) 𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗)  is the add-on for entity ‘k’ calculated using the following 
formula293: 

 

𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗) = 𝑆𝑃𝑗𝐶𝑎𝑎𝐻𝑖𝑎× 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝑎𝑎𝐻𝑖𝑎
 

 
where - 
 
(i) 𝑆𝑃𝑗𝐶𝑎𝑎𝐻𝑖𝑎

 is the appropriate credit supervisory factor specified in Table 7O-1; 
and 

 
(ii) 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝑎𝑎𝐻𝑖𝑎  is the effective notional for entity ‘k’ calculated 

using the following formula: 
 

𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚 𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝑎𝑎𝐻𝑖𝑎 = � 𝛿𝑖 × 𝐴𝑖𝐶𝑎𝑎𝐻𝑖𝑎 × 𝑀𝑃𝑖
𝑎𝑡𝑡𝑎

𝑖𝑖𝐸𝐶𝑎𝑖𝑎𝑡𝑘

 

 
where - 
 
(A) 𝑚𝑖𝐸𝐴𝑚𝑚𝑚𝑐𝑗  refers to trades relating to entity ‘k’; 
 
(B) 𝐴𝑖𝐶𝑎𝑎𝐻𝑖𝑎  is the appropriate trade-level adjusted notional amount 

calculated in accordance with paragraph 3.15(a) of this Annex;  
 
(C) 𝛿𝑖  is the appropriate supervisory delta adjustment calculated in 

accordance with paragraph 3.17 of this Annex; and 
 
(D) 𝑀𝑃𝑖

𝑎𝑡𝑡𝑎  is the appropriate maturity factor calculated in accordance 
with paragraph 3.18 of this Annex. 

 
Add-on for equity derivatives 

3.12 A Reporting Bank shall calculate the add-on for equity derivatives, 𝐸𝐴𝐴𝐴𝐴𝐸𝐸𝐶𝑖𝑎𝑡, as 
follows294: 
 

𝐸𝐴𝐴𝐴𝐴𝐸𝐸𝐶𝑖𝑎𝑡 = 

���𝜌𝑗
𝐸𝐸𝐶𝑖𝑎𝑡 × 𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗)

𝑗

�
2

+ ��1 − �𝜌𝑗
𝐸𝐸𝐶𝑖𝑎𝑡�

2
� × (𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗))2

𝑗

�

1
2

 

 

where - 
 

                                                 
293  Where the credit derivative is a first-to-default transaction, the add-on shall be determined by the lowest 

quality underlying in the basket, i.e. the Reporting Bank shall apply the supervisory factor corresponding 
to the lowest quality underlying in the basket. For a second-to-default transaction, the add-on shall be 
determined by the second lowest quality underlying in the basket. For a nth-to-default transaction, the 
add-on shall be determined by the nth-lowest quality underlying in the basket. 

294  Only derivatives referencing the same entity (which could be either a single name or an index) are allowed 
to offset each other fully. Derivatives referencing different entities are only allowed partial offsetting. 
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(a) 𝜌𝑗
𝐸𝐸𝐶𝑖𝑎𝑡 is the appropriate equity correlation factor corresponding to entity ‘k’ 

specified in Table 7O-1; 
 
(b) 𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗)  is the add-on for entity ‘k’ calculated using the following 

formula: 
 

𝐸𝐴𝐴𝐴𝐴(𝐸𝐴𝑚𝑚𝑚𝑐𝑗) = 𝑆𝑃𝑗
𝐸𝐸𝐶𝑖𝑎𝑡× 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗

𝐸𝐸𝐶𝑖𝑎𝑡 

 
where - 

 
(i) 𝑆𝑃𝑗

𝐸𝐸𝐶𝑖𝑎𝑡 is the appropriate equity supervisory factor specified in Table 7O-
1; and 

 
(ii) 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗

𝐸𝐸𝐶𝑖𝑎𝑡  is the effective notional for entity ‘k’ calculated 
using the following formula: 

 

𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚 𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗
𝐸𝐸𝐶𝑖𝑎𝑡 = � 𝛿𝑖 × 𝐴𝑖

𝐸𝐸𝐶𝑖𝑎𝑡 × 𝑀𝑃𝑖
𝑎𝑡𝑡𝑎

𝑖𝑖𝐸𝐶𝑎𝑖𝑎𝑡𝑘

 

 
where - 
 
(A) 𝑚𝑖𝐸𝐴𝑚𝑚𝑚𝑐𝑗  refers to trades relating to entity ‘k’; 
 
(B) 𝐴𝑖

𝐸𝐸𝐶𝑖𝑎𝑡  is the appropriate trade-level adjusted notional amount 
calculated in accordance with paragraph 3.15(c) of this Annex;  

 
(C) 𝛿𝑖  is the appropriate supervisory delta adjustment calculated in 

accordance with paragraph 3.17 of this Annex; and 
 
(D) 𝑀𝑃𝑖

𝑎𝑡𝑡𝑎  is the appropriate maturity factor calculated in accordance 
with paragraph 3.18 of this Annex. 

 
Add-on for commodity derivatives 

3.13 A Reporting Bank shall calculate the add-on for commodity derivatives, 𝐸𝐴𝐴𝐴𝐴𝐶𝐶𝐶, 
as the sum of the add-ons for each hedging set of commodity derivatives transacted with 
a counterparty in a netting set, as follows: 
 

𝐸𝐴𝐴𝐴𝐴𝐶𝐶𝐶 = �𝐸𝐴𝐴𝐴𝐴𝑗𝐶𝐶𝐶

𝑗

 

 

where 𝐸𝐴𝐴𝐴𝐴𝑗𝐶𝐶𝐶
 is the hedging set-level add-on for hedging set ‘j’ calculated using 

the following formula: 
 

𝐸𝐴𝐴𝐴𝐴𝑗𝐶𝐶𝐶 = 
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��𝜌𝑗𝐶𝐶𝐶 × �𝐸𝐴𝐴𝐴𝐴(𝑇𝑐𝑎𝑚𝑗
𝑗)

𝑗

�
2

+ �1 − �𝜌𝑗𝐶𝐶𝐶�
2
� × ��𝐸𝐴𝐴𝐴𝐴(𝑇𝑐𝑎𝑚𝑗

𝑗)�
2

𝑗

�

1
2

 

 

where -  
 
(a) 𝜌𝑗𝐶𝐶𝐶

 is the appropriate commodity correlation factor corresponding to 
hedging set ‘j’ specified in Table 7O-1; and 

 
(b) 𝐸𝐴𝐴𝐴𝐴(𝑇𝑐𝑎𝑚𝑗

𝑗) refers to the add-on for commodity type ‘k’ in hedging set ‘j’ 
calculated using the following formula: 

 

𝐸𝐴𝐴𝐴𝐴(𝑇𝑐𝑎𝑚𝑗
𝑗) = 𝑆𝑃

𝑇𝑡𝑡𝑎𝑘
𝑗

𝐶𝐶𝐶 × 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝐶𝐶 

 
where - 
 
(i) 𝑆𝑃

𝑇𝑡𝑡𝑎𝑘
𝑗

𝐶𝐶𝐶𝐶𝐶𝐻𝑖𝑎𝑡  is the appropriate commodity supervisory factor specified in 

Table 7O-1; and 
 
(ii) 𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝐶𝐶

 is the effective notional for commodity type ‘k’ 
calculated using the following formula: 

 

𝐸𝐸𝐸𝑚𝐸𝑚𝑚𝐸𝑚 𝑁𝑜𝑚𝑚𝑜𝐴𝑎𝑎𝑗𝐶𝐶𝐶 = � 𝛿𝑖 × 𝐴𝑖𝐶𝐶𝐶 × 𝑀𝑃𝑖
𝑎𝑡𝑡𝑎

𝑖𝑖𝑇𝑡𝑡𝑎𝑘
𝑗

 

 
where - 
 
(A) 𝑚𝑖𝑇𝑐𝑎𝑚𝑗

𝑗  refers to trades of commodity type ‘k’ in hedging set ‘j’; 
 
(B) 𝐴𝑖𝐶𝐶𝐶  is the appropriate trade-level adjusted notional amount 

calculated in accordance with paragraph 3.15(c) of this Annex;  
 
(C) 𝛿𝑖  is the appropriate supervisory delta adjustment calculated in 

accordance with paragraph 3.17 of this Annex; and 
 
(D) 𝑀𝑃𝑖

𝑎𝑡𝑡𝑎  is the appropriate maturity factor calculated in accordance 
with paragraph 3.18 of this Annex. 

 
3.14 The Authority may require a Reporting Bank to use more refined definitions of 
commodities with regard to characteristics such as location and quality, when the 
Reporting Bank is significantly exposed to the basis risk of different products within the 
commodity types295. 

                                                 
295  For example, the energy hedging set contains commodity types such as crude oil, electricity, natural gas 

and coal. However, crude oil as a commodity type within the energy hedging set, could omit a substantial 
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Trade-level adjusted notional amount 

3.15 A Reporting Bank shall calculate the trade-level adjusted notional amount for 
interest rate, foreign exchange, credit, equity and commodity derivatives referred to in 
paragraphs 3.9 to 3.13 of this Annex, as follows: 

(a) For interest rate and credit derivatives, the product of the trade notional 
amount converted to the domestic currency of the Reporting Bank, and the 
supervisory duration 𝑆𝐸𝑖 , which is calculated using the following formula: 

 

𝑆𝐸𝑖 =
exp(−0.05 × 𝑆𝑖) − exp(−0.05 × 𝐸𝑖)

0.05
 

 
where 𝑆𝑖  and 𝐸𝑖 are the start and end dates, respectively, of the time period 
referenced by the interest rate or credit derivative, as applicable, subject to a 
minimum 𝐸𝑖 of ten business days296. Where the start date has occurred (e.g. 
ongoing interest rate swap), the Reporting Bank shall set 𝑆𝑖 to zero; 

 
(b) For foreign exchange derivatives, the notional amount of the foreign currency 

leg of the contract converted to the domestic currency of the Reporting Bank, 
or where both legs of a foreign exchange derivative are denominated in 
currencies other than the domestic currency of the Reporting Bank, the 
higher of the notional amount of each leg converted to the domestic currency 
of the Reporting Bank; and 
 

(c) For equity and commodity derivatives, the product of the current price of one 
unit of the stock or commodity (e.g. a share of equity or barrel of oil) and the 
number of units referenced by the trade297.  

 
3.16 For the purpose of calculating the trade-level adjusted notional amount, a 
Reporting Bank shall use the trade notional amount stated in the contract in the case 
where it is stated clearly and fixed until maturity. Otherwise, the Reporting Bank shall 
determine the trade notional amount as follows: 

 
(a) For transactions with multiple payoffs that are state contingent such as digital 

options or target redemption forwards, the Reporting Bank shall calculate the 
trade notional amount for each state and use the largest resulting 
calculation298; 

                                                                                                                                                        
basis risk between different types of crude oil products such as West Texas Intemediate, Brent, Saudi 
Light, etc. 

296  A Reporting Bank shall make a distinction between the time period of the underlying instrument and the 
remaining maturity of the derivative transaction. If the derivative transaction references the value of 
another interest rate or credit instrument (e.g. in the case of swaption or bond option), the Reporting Bank 
shall determine the time period on the basis of the underlying instrument. For example, a European 
interest rate swaption with expiry of 1 year and the term of the underlying swap of 5 years has Si = 1 year 
and Ei = 6 years. 

297  For equity and commodity volatility transactions, the Reporting Bank shall replace the unit price by the 
underlying volatility or variance referenced by the transaction, and the number of units by the contractual 
notional. 

298  For digital options, the fixed payoff amount that is paid if certain conditions are met, effectively represents 
the maximum potential exposure on the trade (e.g. in the case of a digital call option, the fixed amount 
that is owed to the buyer of the option upon exercise if the current price exceeds the strike price). The 
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(b) For transactions where the notional is a formula of market values, the 

Reporting Bank shall calculate the trade notional amount by inputting current 
market values into the formula; 

 
(c) For variable notional swaps such as amortising and accreting swaps, the 

Reporting Bank shall calculate the trade notional amount as the time-
weighted average notional over the remaining life of the swap299; 

 
(d) For leveraged swaps, the Reporting Bank shall calculate the trade notional 

amount by converting the stated notional amount into the notional amount of 
an equivalent unleveraged swap. Where all rates in a swap are multiplied by 
a factor, the Reporting Bank shall calculate the trade notional amount as the 
product of the stated notional amount and the factor on the rates; and 

 
(e) For transactions with multiple exchanges of principal, the Reporting Bank 

shall calculate the trade notional amount as the product of the stated notional 
amount and the remaining number of exchanges of principal in the derivative 
contract. 

 
Supervisory delta adjustment 

3.17 A Reporting Bank shall calculate the appropriate supervisory delta adjustment for 
transaction ‘i’, 𝛿𝑖 , for interest rate, foreign exchange, credit, equity and commodity 
derivatives referred to in paragraphs 3.9 to 3.13 of this Annex, to reflect its direction and 
non-linearity (if applicable) as follows: 
 

 Long in the primary risk 
factor300 

Short in the primary risk 
factor301 

Instruments that are not 
options or collateralised 
debt obligation (“CDO”) 
tranches 

𝛿𝑖 =  +1 𝛿𝑖 =  −1 

 
 Bought Sold 

Call options 𝛿𝑖 = +Φ�
ln �𝑃𝑚𝐾𝑚

� + 0.5 × 𝜎𝑚
2 × 𝑇𝑚

𝜎𝑚 × �𝑇𝑚
� 𝛿𝑖 = −Φ�

ln �𝑃𝑚𝐾𝑚
� + 0.5 × 𝜎𝑚

2 × 𝑇𝑚

𝜎𝑚 × �𝑇𝑚
� 

                                                                                                                                                        
Reporting Bank shall gross up the payoff amount to a trade-level adjusted notional amount using the 
appropriate supervisory delta adjustment and maturity factor, resulting in a PFE equal to the payoff 
amount. For example, a foreign exchange digital option with a payoff of $3 million, supervisory delta 
adjustment of 0.6, and remaining maturity of 0.25 years would have a trade-level adjusted notional 
amount of $250 million (=$3 million/sqrt(0.25)/0.6/4%). 

299  For the avoidance of doubt, this treatment applies to all interest rate and credit derivatives with variable 
notional amounts specified by the contract. This treatment does not apply to transactions where the SA-
CCR notional varies due to price changes (typically, foreign exchange, equity, and commodity derivatives).   

300  “Long in the primary risk factor” means that the market value of the instrument increases when the value 
of the primary risk factor increases. 

301  “Short in the primary risk factor” means that the market value of the instrument decreases when the value 
of the primary risk factor increases. 
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Put options 𝛿𝑖 = −Φ�−
ln �𝑃𝑚𝐾𝑚

� + 0.5 × 𝜎𝑚
2 × 𝑇𝑚

𝜎𝑚 × �𝑇𝑚
� 𝛿𝑖 = +Φ�−

ln �𝑃𝑚𝐾𝑚
� + 0.5 × 𝜎𝑚

2 × 𝑇𝑚

𝜎𝑚 × �𝑇𝑚
� 

where: 
Φ represents the standard normal cumulative distribution function; 
𝑃𝑖 is the underlying price (e.g. spot, forward, average, etc.)302; 
𝐾𝑖 is the strike price; 
𝑇𝑖 is the latest contractual exercise date of the option; and 
𝜎𝑖 is the appropriate supervisory option volatility specified in Table 7O-1. 

 
 Purchased (long protection) Sold (short protection) 

CDO tranches 𝛿𝑖 = +
15

(1 + 14 × 𝐸𝑚) × (1 + 14 × 𝐸𝑚)
 𝛿𝑖 = −

15

(1 + 14 × 𝐸𝑚) × (1 + 14 × 𝐸𝑚)
 

where: 
𝐸𝑖 is the attachment point of the CDO tranche; and 
𝐸𝑖 is the detachment point of the CDO tranche. 

 
  

                                                 
302  Where appropriate, the Reporting Bank should use the forward value instead of the spot value of the 

underlying in the supervisory delta adjustment formula in order to account for the risk-free rate and for 
possible cash flows prior to the option expiry such as dividends. 
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Time risk horizon 
3.18 A Reporting Bank shall calculate the appropriate maturity factor for transaction ‘i’, 
𝑀𝑃𝑖

𝑎𝑡𝑡𝑎 , reflecting the time risk horizon appropriate for the type of transaction (i.e. 
unmargined or margined), as follows302A: 
 

(a) For unmargined transactions, using the following formula: 
 

𝑀𝑃𝑖
𝐶𝐶𝐶𝑎𝑎𝑎𝑖𝐶𝑎𝐻 = �

min {𝑀𝑖; 1 𝑐𝑚𝑎𝑜}
1 𝑐𝑚𝑎𝑜

 

 
where 𝑀𝑖 is the remaining maturity of transaction ‘i’302B,302C,302D, and is based 
on the latest date when the transaction may still be active, subject to a 
minimum of 10 business days. 

 
(b) For margined transactions, using the following formula: 

 

𝑀𝑃𝑖
𝐶𝑎𝑎𝑎𝑖𝐶𝑎𝐻 =

3
2
�
𝑀𝑃𝐴𝑅𝑖  
1 𝑐𝑚𝑎𝑜

 

 
where 𝑀𝑃𝐴𝑅𝑖  is the margin period of risk appropriate for the margin 
agreement containing transaction ‘i’, subject to the minimum margin period 
of risk that applies under paragraph 6.5 of Annex 7Q or paragraph 2.14 of 
Annex 7AJ, whichever is applicable. 

 
Supervisory parameters 

3.19 A Reporting Bank shall apply the appropriate supervisory factor in Table 7O-1, 
except in the following cases – 
 

(a) a hedging set consisting of basis transactions, in which case the Reporting 
Bank shall adjust the appropriate supervisory factor in Table 7O-1 by 
multiplying it by a factor of 0.5; and  

 
(b) a hedging set consisting of volatility transactions, in which case the Reporting 

Bank shall adjust the appropriate supervisory factor in Table 7O-1 by 
multiplying it by a factor of 5. 

  

                                                 
302A The Reporting Bank shall use consistent units of measurement of the numerator and denominator in the 

calculation of maturity factor. For example, if 𝑀𝑖 and 𝑀𝑃𝐴𝑅𝑖 are measured in years, then the denominator 
is 1 year, and if 𝑀𝑖  and 𝑀𝑃𝐴𝑅𝑖  are measured in business days, then the denominator is to also be 
expressed in business days. 

302B  For example, the remaining maturity for a one-month option on a 10-year Treasury bond is the one-month 
to expiration date of the derivative contract. However, the end date of the transaction is the 10-year 
remaining maturity on the Treasury bond. 

302C  If a derivative transaction has another derivative transaction as its underlying (e.g. swaption) and may be 
physically exercised into the underlying derivative transaction (i.e. a position in the underlying derivative 
transaction would be assumed by the Reporting Bank upon exercise), then the Reporting Bank shall set Mi 
as the final settlement date of the underlying derivative transaction. 

302D  For a transaction that is structured to settle outstanding exposures on specified payment dates and where 
the terms are reset such that the fair value of the contract is zero on these specified dates, the remaining 
maturity would be equal to the time until the next reset date. 
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Table 7O-1 – Supervisory Parameters 

Asset Class Subclass 
Supervisory 

factor 
Correlation factor Supervisory 

option volatility 

Interest rate  0.5% N/A 50% 
Foreign exchange  4% N/A 15% 

Credit302E 

Single 
name 

Credit Quality 
Grade 1 

0.38% 50% 100% 

Credit Quality 
Grade 2 

0.42% 50% 100% 

Credit Quality 
Grade 3 

0.54% 50% 100% 

Credit Quality 
Grade 4 

1.06% 50% 100% 

Credit Quality 
Grade 5 

1.6% 50% 100% 

Credit Quality 
Grade 6 

6% 50% 100% 

Index 

Credit Quality 
Grade 1 to 3 

0.38% 80% 80% 

Credit Quality 
Grade 4 to 6 

1.06% 80% 80% 

Equity 
Single 
name 

 32% 50% 120% 

Index  20% 80% 75% 

Commodity 

Electricity 40% 40% 150% 
Oil/Gas 18% 40% 70% 
Metals 18% 40% 70% 

Agricultural 
commodities 

18% 40% 70% 

Other 18% 40% 70% 
 
Table 7O-2 – Example Transactions and Related Maturity Mi, Start Date Si, and 
End Date Ei 

Instrument Mi Si E i 

Interest rate or credit default 
swap maturing in 10 years 

10 years 0 10 years 

10-year interest rate swap, 15 years 5 years 15 years 

                                                 
302E  A Reporting Bank shall assign a reference entity to a credit quality grade based on the external credit 

assessment that is applicable to the reference entity in accordance with Table 7R-1 of Annex 7R. For a 
reference entity which does not have an external credit assessment by a recognised ECAI, if the Reporting 
Bank has received approval from the Authority to adopt the IRBA pursuant to Division 4 of Part VII, it shall 
map the internal rating of the reference entity to the appropriate credit quality grade, and in all other 
cases, it shall apply a supervisory factor of 1.06%. 
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forward starting in 5 years 
Forward rate agreement for time 
period starting in 6 months and 
ending in 12 months 

1 year302F 0.5 year 1 year 

Cash-settled European swaption 
referencing 5-year interest rate 
swap with exercise date in 6 
months 

0.5 year 0.5 year 5.5 years 

Physically-settled European 
swaption referencing 5-year 
interest rate swap with exercise 
date in 6 months 

5.5 years 0.5 year 5.5 years 

10-year Bermudan swaption with 
annual exercise dates 

10 years 1 year 10 years 

Interest rate cap or floor specified 
for semi-annual interest rate with 
maturity 5 years 

5 years 0 5 years 

Option on a bond maturing in 5 
years with the latest exercise date 
in 1 year 

1 year 1 year 5 years 

3-month Eurodollar futures that 
matures in 1 year 

1 year 1 year 1.25 years 

Futures on 20-year treasury bond 
that matures in 2 years 

2 years 2 years 22 years 

6-month option on 2-year futures 
on 20-year treasury bond 

2 years 2 years 22 years 

 
 
Section 4: Treatment of Multiple Margin Agreements and Multiple Netting Sets 

 
4.1 In the case where multiple margin agreements apply to a single netting set, a 
Reporting Bank shall divide the netting set into sub-netting sets that align with their 
respective margin agreements, for the purposes of calculating RC and PFE. 
 
4.2 In the case where a single margin agreement applies to multiple netting sets, a 
Reporting Bank shall – 
 

(a) calculate the replacement cost for the entire margin agreement, 𝑅𝑅𝑀𝑀 , as 
follows302G: 

 

                                                 
302F  This assumes that payment is made at the end of the period (similar to vanilla interest rate swaps). If the 

payment is made at the beginning of the period, as is typically the case according to market convention, 
Mi is 0.5 years. 

302G  The first term is equal to the unmargined current exposure of the Reporting Bank to the counterparty 
aggregated across all netting sets under the margin agreement reduced by the positive current net 
collateral (i.e. collateral is subtracted only when the Reporting Bank is a net holder of collateral). The 
second term is equal to the current net posted collateral (if any) reduced by the unmargined current 
exposure of the counterparty to the Reporting Bank aggregated across all netting sets under the margin 
agreement (i.e. it is non-zero only when the Reporting Bank is a net poster of collateral). 
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𝑅𝑅𝑀𝑀 = 𝑚𝑎𝑚 � � 𝑚𝑎𝑚{𝑉𝑁𝑆; 0}
𝑁𝑆∈𝑀𝑀

−𝑚𝑎𝑚{𝑅𝑀𝑀; 0}; 0� + 𝑚𝑎𝑚 � � 𝑚𝑚𝐴{𝑉𝑁𝑆; 0}
𝑁𝑆∈𝑀𝑀

− 𝑚𝑚𝐴{𝑅𝑀𝑀; 0}; 0� 

 
where the summation NS ∈ MA  is across the netting sets covered by the 
margin agreement, VNS is the current mark-to-market value of netting set ‘NS’ 
and CMA  is the  haircut value of net collateral held under the margin 
agreement ‘MA’; and 

 
(b) calculate the amount for potential future exposure for the entire margin 

agreement, 𝑃𝑃𝐸𝑀𝑀, as the sum of netting set-level PFEs calculated using the 
formulas for unmargined transactions, as follows: 

 

𝑃𝑃𝐸𝑀𝑀 = � 𝑃𝑃𝐸𝑁𝑆
𝐶𝐶𝐶𝑎𝑎𝑎𝑖𝐶𝑎𝐻

𝑁𝑆∈𝑀𝑀

 

 

where PFENS
(unmargined)  is the PFE for netting set ‘NS’ calculated using the 

formulas for unmargined transactions. 
 
 

 
 



 
 
Monetary Authority of Singapore         149 
 

Annex 7P 
 
[This Annex has been intentionally left blank.] 
CCR STANDARDISED METHOD298 
 
 
Section 1:  Exposure Measurement 
 
1.1 A Reporting Bank using the CCR standardised method shall calculate E or EAD, 
whichever is applicable, for the pre-settlement counterparty exposure arising from a 
netting set as follows: 

 
E or EAD = β x max{CMV – CMC; ∑

j
∑

i

ijRPT -∑
l

ljRPC  x CCFj} 

where -  
 

(a)  “CMV” refers to the fair value of the portfolio of transactions within the 
netting set with a counterparty gross of collateral, i.e. CMV =∑

i

iCMV , 

where CMVi is the fair value of transaction i; 
 
(b) “CMC” refers to the fair value of the collateral assigned to the netting 

set299, i.e. CMC = ∑
l

lCMC , where CMCl is the fair value of collateral l; 

 
(c) “i” is the index designating transaction; 
 
(d) “l” is the index designating collateral; 
 
(e)  “j” is the index designating a hedging set category. These hedging sets 

correspond to risk factors for which risk positions of opposite sign can be 
offset to yield a net risk position on which the calculation of E or EAD, 
whichever is applicable, is then based; 

 
(f) “RPTij” refers to the risk position arising from transaction i with respect to 

hedging set j299A;  
 
(g) “RPCij” refers to the risk position arising from collateral l with respect to 

hedging set j; 
 
(h) “CCFj” refers to the CCF applicable to the hedging set j as set out in Table 

7P-3 in this Annex; and 
                                                 
298  A Reporting Bank may calculate the pre-settlement counterparty exposure arising from a long settlement 

transaction using the CCR standardised method. In such a case, this Annex shall be read with reference to 
a long settlement transaction. 

299   Collateral received from a counterparty has a positive sign, while collateral posted with a counterparty has 
a negative sign. 

299A  For example, a Reporting Bank shall map a short-term foreign exchange forward with one leg denominated 
in the domestic currency of the Reporting Bank into three risk positions: a foreign exchange risk position, 
a foreign currency interest rate position, and a domestic currency risk position.  
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(i) “β” is 1.4. 

 
 
1.2 A Reporting Bank which has taken eligible financial collateral under paragraph 2.3 
of Annex 7F for any OTC derivative transaction that is not covered by a qualifying cross-
product netting agreement may recognise the effect of such collateral in accordance with 
paragraph 1.1 above. 
 
1.3 If the Authority is not satisfied that the use of the CCR standardised method by a 
Reporting Bank captures the risk inherent in the Reporting Bank’s transactions (as could 
be the case with structured and more complex OTC derivatives), the Authority may 
require the Reporting Bank to apply the current exposure method or the CCR 
standardised method on a transaction-by transaction basis (i.e. with no recognition of 
netting).  

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 
Section 2:  Definition of Payment Legs 
 
2.1 An OTC derivative transaction with a linear risk profile (such as a forward, a 
future or a swap agreement) that stipulates the exchange of a financial instrument (such 
as a debt instrument, an equity or a commodity) for a payment consists of one payment 
leg and the payment part of the transaction is the payment leg. 
 
2.2 An OTC derivative transaction that stipulates the exchange of payment against 
payment (such as an interest rate swap or a foreign exchange forward) consists of two 
payment legs.  
 
2.3 A Reporting Bank may treat an OTC derivative transaction that consists of two 
payment legs that are denominated in the same currency (such as interest rates swaps) 
as a single aggregate transaction. The treatment for payment legs then applies to the 
aggregate transaction. 
 
2.4 For the purpose of calculating E or EAD, each payment leg consists of the 
contractually agreed gross payments, including the notional amount of the transaction. 
 
2.5 A Reporting Bank may disregard the interest rate risk arising from payment legs 
with a remaining maturity of less than one year for the purposes of the calculation of E 
or EAD, whichever is applicable. 
 
 
Section 3:  Mapping of OTC Derivative Transactions into Risk Positions 
 
3.1 A Reporting Bank shall map an OTC derivative transaction with a linear risk 
profile in which the underlying instrument is an equity (including equity indices), 
commodity (including gold and other precious metals) or any other non-debt instrument 
to the following risk positions: 
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(a) a risk position in the respective hedging set (equity (or equity index), 
commodity (including gold and other precious metals) or non-debt 
instrument) for the underlying instrument; 

 
(b) an interest rate risk position for the payment leg within the appropriate 

interest rate hedging set; and 
 
(c) a foreign exchange risk position in the respective currency, if the payment 

leg is denominated in a foreign currency. 
 

3.2 A Reporting Bank shall map an OTC derivative transaction with a linear risk 
profile in which the underlying instrument is a debt instrument (such as a bond or a loan) 
to the following risk positions: 
 

(a) an interest rate risk position for the underlying debt instrument within the 
appropriate interest rate hedging set; 

 
(b) an interest rate risk position for the payment leg within the appropriate 

interest rate hedging set; 
 
(c) a foreign exchange risk position in the respective currency, if the 

underlying debt instrument is denominated in a foreign currency; and 
 
(d) a foreign exchange risk position in the respective currency, if the payment 

leg is denominated in a foreign currency. 
 

3.3 A Reporting Bank shall map an OTC derivative transaction with a linear risk 
profile that stipulates the exchange of payment against payment (including foreign 
exchange forwards) to the following risk positions: 
 

(a) an interest rate risk position for each of the payment legs within the 
appropriate interest rate hedging set; and 

 
(b) a foreign exchange risk position for each payment leg that is denominated 

in a foreign currency, if applicable. 
 
3.4 A Reporting Bank shall assign a value of zero to the E or EAD, whichever is 
applicable, of a foreign exchange basis swap transaction. 
 
 
Section 4:  Determining the Size of Risk Positions 
 
4.1 A Reporting Bank shall calculate the size of its risk positions arising from its OTC 
derivative transactions in accordance with Table 7P-1 below. 
 
Table 7P-1 - Computation of Risk Positions Arising from OTC Derivative 
Transactions 

Risk Positions arising from OTC 
Derivative Transactions  

Size of Risk Positions 
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Risk Positions arising from OTC 
Derivative Transactions  

Size of Risk Positions 

(a)  Any risk position arising from the 
underlying instruments of an OTC 
derivative transaction with linear risk 
profile where the underlying 
instruments are equities (including 
equity indices), commodities 
(including gold and other precious 
metals) or any other non-debt 
instruments 

The effective notional value (market 
price multiplied by quantity) of the 
underlying instrument (including equity,  
commodity or any other non-debt 
instrument) converted to the domestic 
currency of the Reporting Bank 

(b) Any risk position arising from the 
underlying instruments of an OTC 
derivative transaction with linear risk 
profile where the underlying 
instruments are debt instruments or 
any risk position arising from the 
payment legs of an OTC derivative 
transaction with linear risk profile 

The effective notional value of the 
outstanding gross payments (including 
the notional amount) converted to the 
domestic currency of the Reporting 
Bank, multiplied by the modified 
duration of the debt instrument or the 
payment leg 

(c) Any risk position arising from a credit 
default swap 

The notional value of the reference debt 
instrument multiplied by the remaining 
maturity of the credit default swap 

(d) Subject to paragraph 7.1(a) of this 
Annex, any risk position arising from 
the underlying instruments of an OTC 
derivative transaction with non-linear 
risk profile (including options and 
swaptions) where the underlying 
instruments are equities (including 
equity indices), commodities 
(including gold and other precious 
metals) or any other non-debt 
instruments 

The delta equivalent effective notional 
value of the underlying instrument 
(including equity, commodity or any 
other non-debt instrument) 

(e) Subject to paragraph 7.1(a) of this 
Annex, any risk position arising from 
the underlying instruments of an OTC 
derivative transaction with non-linear 
risk profile (including options and 
swaptions) where the underlying 
instruments are debt instruments or 
any risk position arising from the 
payment legs of all OTC derivative 
transactions with non-linear risk 
profile 

The delta equivalent effective notional 
value of the underlying debt instrument 
or payment leg multiplied by the 
modified duration of the debt instrument 
or payment leg 

 
4.2 A Reporting Bank may use the following formulae to determine the size and sign 
of a risk position: 
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(a) risk positions arising from all underlying instruments except debt 

instruments = Pref   x 
P
V
∂
∂  

where - 
 

(i) “Pref” refers to the price of the underlying instrument, expressed in 
the reference currency;  

 
(ii) “V” refers to the value of the financial instrument (in the case of an 

option, the option price; in the case of a transaction with a linear 
risk profile, the value of the underlying instrument itself); and 

 
(iii) “P” refers to the price of the underlying instrument, expressed in 

the same currency as V; 
 

(b) risk positions arising from debt instruments and the payment legs of all 
OTC derivative transactions = Effective notional value (or delta equivalent 

notional value) x 
r
V
∂
∂  

      
where - 
 

(i) “
r
V
∂
∂ ” is modified duration; 

 
(ii) “V” refers to the value of the financial instrument (in the case of an 

option, the option price; in the case of a transaction with a linear 
risk profile, the value of the underlying instrument itself or of the 
payment leg, respectively); and 

 
(iii) “r” refers to the interest level; and 

 
(c) where V is denominated in a currency other than the reference currency, 

then V shall be converted into the reference currency by multiplying with 
the relevant exchange rate. 

 
 
Section 5:  Determining Hedging Sets 
 
5.1 A Reporting Bank shall group its risk positions into hedging sets pursuant to 
paragraphs 5.2 to 5.7 below. A Reporting Bank shall have internal procedures to verify 
that, prior to including a transaction in a hedging set, the transaction is covered by a 
qualifying bilateral netting agreement. 
 
5.2 For each hedging set, the Reporting Bank shall compute the absolute value 
amount of the sum of the resulting risk positions (“net risk position”) as follows: 
 

Net Risk Position = ∑
i

ijRPT - ∑
l

ljRPC  
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5.3 A Reporting Bank shall map interest rate positions arising from the following into 
one of six hedging sets as set out in Table 7P-2 below for each currency: 

 
(a) interest rate positions arising from debt instruments of low specific risk300; 
 
(b) interest rate positions arising from payment legs; and 
  
(c) interest rate positions arising from money deposits received from a 

counterparty as collateral. 
 
Table 7P-2 - Mapping of Interest Rate Positions into Hedging Sets 

Hedging Sets Sovereign referenced 
interest rates 

Non-sovereign referenced 
interest rates 

Residual maturity or 
rate-adjustment 

frequency301 

One year or less One year or less 

Over one year to five years Over one year to five years 

Over five years Over five years 

 
5.4 A Reporting Bank shall map interest rate positions arising from the following into 
a single hedging set for each issuer: 
 

(a) a reference debt instrument that underlies a credit default swap; 
 
(b) a debt instrument of high specific risk302; 
 
(c) any deposits that are posted with a counterparty as collateral when that 

counterparty does not have debt obligations of low specific risk; and 
 
(d) a payment leg that emulates a debt instrument of high specific risk (e.g. in 

the case of a total rate of return swap with one leg that emulates a bond). 
 
5.5 For avoidance of doubt, a Reporting Bank may assign risk positions that arise 
from debt instruments of a certain issuer or from reference debt instruments of the same 
issuer that are emulated by payment legs or that underlie a credit default swap to the 
same hedging set. 
 
5.6 A Reporting Bank shall assign underlying instruments other than debt instruments 
to the same hedging set only if they are identical or similar instruments. In all other 
cases, they shall be assigned to separate hedging sets. 

                                                 
300  A debt instrument is considered to be of low specific risk when it is subject to a 1.6% or lower specific risk 

charge according to Table 8C-1 of Annex 8C of Part VIII. 
301  For any interest rate position arising from an underlying debt instrument (e.g. floating rate notes) or a 

payment leg (e.g. floating rate legs of interest rate swaps) for which the interest rate is linked to a 
reference interest rate that represents a general market interest rate (e.g. government bond yield, money 
market rate, swap rate), the residual maturity is the rate-adjustment frequency which is the length of the 
time interval up to the next re-adjustment of the reference interest rate. Otherwise, the residual maturity 
is the remaining life of the underlying debt instrument, or in the case of a payment leg, the remaining life 
of the transaction. 

302  A debt instrument is considered to be of high specific risk when it is subject to a specific risk charge of 
above 1.6% according to Table 8C-1 of Annex 8C of Part VIII. 
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5.7 For purposes of paragraph 5.6, the similarity of instruments is established as 
follows: 
 

(a) for equities, similar instruments are those of the same issuer. An equity 
index is treated as a separate issuer; 

 
(b) for precious metals, similar instruments are those of the same metal. A 

precious metal index is treated as a separate precious metal; 
 
(c) for commodities, similar instruments are those of the same commodity. A 

commodity index is treated as a separate commodity; and 
 
(d) for electric power, similar instruments are those with delivery rights and 

obligations that refer to the same peak or off-peak load time interval 
within any 24 hour interval. 

 
 
Section 6: CCF to be applied 
 
6.1 The applicable CCFs for the purposes of paragraph 1.1 above are set out as 
follows: 
 
Table 7P-3 - CCFs 

Hedging Sets  CCF 

(a) Interest rates for any risk position from a reference 
debt instrument that underlies a credit default swap 
and that is of low specific risk 

0.3% 

(b) Interest rates for any risk position from a debt 
instrument or reference debt instrument of high 
specific risk 

0.6% 

(c) Interest rates for any other interest rate risk position 0.2% 

(d) Exchange rates 2.5% 

(e) Gold 5.0% 

(f) Equity 7.0% 

(g) Precious metals (except gold) 8.5% 

(h) Electric power 4.0% 

(i) Other commodities (excluding precious metals and 
electric power) 

10.0% 

(j) Any underlying instrument of an OTC derivative 
transaction that is not in any of the above 
categories. 

 
For the avoidance of doubt, a Reporting Bank shall 
assign such underlying instruments to separate 
individual hedging sets for each category of 

10.0% 
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Hedging Sets  CCF 

underlying instrument. 
 
 
Section 7:  Exceptions to the use of the CCR Standardised Method 
 
7.1 A Reporting Bank shall use the current exposure method to determine E or EAD, 
whichever is applicable, in the following cases:  
 

(a) any transaction with a non-linear risk profile for which the Reporting Bank 
cannot determine the delta with a model that the Authority has approved 
for the purposes of determining the minimum capital requirements for 
market risk (whether approved for the purposes of SA(MR) or approved as 
part of the Reporting Bank’s use of the IMA); and 

 
(b) any payment leg and any transaction with an underlying debt instrument 

for which the Reporting Bank cannot determine the modified duration with 
a model that the Authority has approved for the purposes of determining 
the minimum capital requirements for market risk (whether approved for 
the purposes of SA(MR) or approved as part of the Reporting Bank’s use of 
the IMA). 

 
7.2 A Reporting Bank shall not recognise netting when applying the current exposure 
method to an exposure under paragraph 7.1.   
 
 
Section 8:  Worked Example 
 
8.1 A USD-based firm has five transactions with a counterparty that can be treated 
on a net basis under the CCR standardised method. The five transactions are as follows: 
 

(a) two USD interest rate swaps; 
 
(b) a foreign currency exchange swap; 
 
(c) a cross-currency swap; and 
 
(d) a total rate of return swap on the DAX. 

 
8.2 In Table 7P-4 below, the five transactions are mapped into separate receiver and 
payment legs and the risk positions arising from each leg are then calculated within the 
relevant hedging sets. The risk positions within a hedging set are summed and the 
applicable CCFs are applied on the absolute values. These values are then summed again 
to arrive at an amount equivalent to an “at-the-money” expected positive exposure 
value. The E or EAD, whichever is applicable for this netting set is the current market 
value or this calculated “at-the-money” expected positive exposure, whichever is higher, 
multiplied by the ß of 1.4. 
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Table 7P-4 - Worked Example 
       Hedging sets 
       Interest rate risk  Foreign exchange risk  Equity risk 
i Transac-

tion 
type 

  Effective 
notional 

Modified 
duration 

CMV USD non-
gov 

M ≤ 1 

USD non-
gov 

M > 5 

EUR non-
gov 

M ≤ 1 

EUR non-
gov 

M > 5 

JPY non-
gov 

M > 5 

EUR 
/USD 

JPY /USD DAX 

    USD 
million 

% price 
change/

1% 
yield 

change 

USD 
Mln 

Effective 
notional x 
modified 
duration 

Effective 
notional x 
modified 
duration 

Effective 
notional x 
modified 
duration 

Effective 
notional x 
modified 
duration 

Effective 
notional x 
modified 
duration 

Effective 
notional 

(+ = long, 
- = short) 

Effective 
notional 

(+ = long, 
- = short) 

Effective 
notional 

(+ = long, 
- = short) 

1 USD Interest 
rate swap 

Receiver 
leg 

80 8 -6  640       

1 USD 
 

Interest 
rate swap 

Payer leg 80 -0.25  -20        

2 USD Interest 
rate swap 

Receiver 
leg 

300 0.125  37.5        

2 USD Interest 
rate swap 

Payer leg 300 -6 2  -1800       

3 EUR Foreign 
currency 

swap 

Receiver 
leg 

100 15 0    1500  100   

3 USD Foreign 
currency 

swap 

Payer leg 100 -0.125  -12.5        

4 EUR Cross 
currency 

swap 

Receiver 
leg 

60 7 1    420  60   

4 JPY Cross 
currency 

swap 

Payer leg 
 

60 -7      -420  -60  

5 DAX Total 
return 

Receiver 
leg 

150 0.125 4   18.75   150   
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swap in 
EUR 

5 DAX Total 
return 

swap in 
EUR 

Payer leg 150 Not 
applica-

ble 

        -150 

Sum of risk positions RPTij by hedging set j 5 -1160 18.75 1920 -420 310 -60 -150 
Absolute amount Ιsum of RPTij Ι of risk positions by hedging set j 5 1160 18.75 1920 420 310 60 150 
CCFj by hedging set j 0.20% 0.20% 0.20% 0.20% 0.20% 2.50% 2.50% 7.00% 
CCFj  x Ι sum of RPTij Ι: CCF-weighted absolute amounts of risk positions by 
hedging set 

 
0.0100 

 
2.3200 

 
0.0375 

 
3.8400 

 
0.8400 

 
7.7500 

 
1.5000 

 
10.5000 

 
 

Sum of (CCFj x Ιsum of RPTij Ι 26.7975 
CMV: sum of current market values CMVi of the transactions 1.000 
Max (CMV, sum of (CCFj x Ιsum of RPTij Ι ) 26.7975 
ß 1.4000 
E or EAD, whichever is applicable 37.5165 
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Annex 7Q 
 
CCR INTERNAL MODELS METHOD 
 
 
Section 1:  Application to Adopt CCR Internal Models Method 
 
1.1 A Reporting Bank shall apply in writing for approval from the Authority if it 
intends to adopt the CCR internal models method. A Reporting Bank shall not submit 
such an application unless it has received approval from the Authority to adopt the IMA 
to calculate market RWA. 
 
1.2 The Authority may grant approval for a Reporting Bank to adopt the CCR internal 
models method subject to such conditions or restrictions as the Authority may impose.303  
The Authority may require a period of initial monitoring and live testing of the Reporting 
Bank’s models under the CCR internal models method before approving the Reporting 
Bank’s adoption of the CCR internal models method for regulatory capital purposes. 

 
[MAS Notice 637 (Amendment) 2012] 

 
1.3 Subject to paragraph 1.2, a Reporting Bank may use the CCR internal models 
method to calculate E or EAD, whichever is applicable, for the pre-settlement 
counterparty exposure in any of the following transaction types: 
 

(a) any OTC derivative transaction; 
 
(b) any long settlement transaction; and 
 
(c) any SFT. 

 
1.3A A Reporting Bank which has received approval to adopt the CCR internal models 
method shall apply the method to all its OTC derivative transactions and SFTs.  
 
1.4 A Reporting Bank which has received approval to adopt the CCR internal models 
method for a particular transaction type shall apply the method to all relevant exposures 
within that transaction type303A, except those that are immaterial in size and risk or 
unless a phased rollout is permitted by the Authority. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
1.4A Notwithstanding paragraphs 1.3A and 1.4, the Authority may allow a phased 
rollout of the CCR internal models method within a particular transaction type in the 

                                                 
303  Factors considered in the Authority’s assessment include the characteristics of the Reporting Bank’s 

portfolio of exposures that give rise to CCR, in particular, the diversification and number of risk factors the 
portfolio is exposed to, the correlation of default across counterparties, and the number and granularity of 
counterparties. 

303A For the avoidance of doubt, a Reporting Bank shall not adopt the CCR internal models method to a 
centrally cleared version of a transaction type for which the Reporting Bank had received approval for 
application of the CCR internal models method, without prior approval from the Authority. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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initial implementation phase and allow a Reporting Bank to use the current exposure 
method or the CCR standardised method SA-CCR for a portion of its business in the 
initial implementation phase.  The Reporting Bank shall submit a plan to the Authority to 
bring all material exposures within the transaction type under the CCRR internal models 
method. 
 
1.5 A Reporting Bank which has adopted the CCR internal models approach shall 
continue to adopt the CCR internal models method. The Reporting Bank shall not use the 
current exposure method or the CCR standardised method SA-CCR to calculate E or EAD, 
whichever is applicable, for all or part of its exposures, unless permitted by the Authority, 
and such permission shall be given only in exceptional circumstances or for immaterial 
exposures. The Authority will not normally grant such approval unless the Reporting 
Bank is able to demonstrate good cause for the change and that such change is not 
intended to avoid or reduce regulatory capital which the Reporting Bank would otherwise 
be required to maintain.  
 
1.6 The model used by a Reporting Bank within its CCR internal models method may 
be a simulation model, an analytical model or other forms of model. A Reporting Bank 
which intends to adopt a model that is not a simulation model shall be able to 
demonstrate to the satisfaction of the Authority, that such a model meets all relevant 
requirements in this Annex. 
 
1.7 If a Reporting Bank becomes aware that it does not comply with all the 
requirements in this Annex or the conditions or restrictions imposed by the Authority 
pursuant to paragraph 1.2 above, it shall - 
 

(a) inform the Authority as soon as practicable; 
 
(b) assess the effect of the situation in terms of the risk posed to the 

Reporting Bank; 
 
(c) prepare a plan to rectify the situation and inform the Authority of its plan 

as soon as practicable; and 
 
(d) undertake prompt corrective action in accordance with the plan prepared 

pursuant to sub-paragraph (c) above. 
 
1.8 If a Reporting Bank fails to comply with paragraph 1.7 or if the Authority is of the 
view that a Reporting Bank’s estimates of E or EAD, whichever is applicable, or estimates 
of alpha, under the CCR internal models method does not adequately reflect its CCR 
exposures, the Authority shall take appropriate actions, which may include revoking its 
approval for the Reporting Bank to adopt the CCR internal models method. The 
Reporting Bank may also be required to revise its estimates or apply a higher estimate 
of E or EAD, whichever is applicable, or a higher estimate of alpha for the purposes of 
calculating regulatory capital requirements.  
 
 
Section 2:  Exposure Measurement 
 



 
 
Monetary Authority of Singapore  161 
 

2.1 Under the CCR internal models method, a Reporting Bank shall calculate E or EAD, 
whichever is applicable, at the level of the netting set.  
 
2.2 A Reporting Bank shall have internal procedures in place to verify that, prior to 
including a transaction in a netting set, the transaction is covered by a qualifying 
bilateral netting agreement or a qualifying cross-product netting agreement. 
 
2.3 A Reporting Bank shall ensure that its model under the CCR internal models 
method specifies the forecasting distribution for changes in the market value of the 
netting set attributable to changes in market variables, such as interest rates and foreign 
exchange rates so that the Reporting Bank can compute E or EAD, whichever is 
applicable, for the netting set at each future date given the changes in the market 
variables. 
 
2.4 A Reporting Bank which has taken eligible financial collateral for any OTC 
derivative transaction, SFT or long settlement transaction may recognise the effects of 
CRM of such collateral in accordance with paragraphs 2.5 to 2.7 below, subject to 
paragraphs 8.18B and 8.18C. A Reporting Bank which recognises the effects of CRM of 
collateral shall have internal procedures to verify that, prior to recognising the effects of 
CRM of collateral, the requirements in Annex 7F of Part VII are met. 
 
2.5 A Reporting Bank may include eligible financial collateral in its forecasting 
distributions for changes in the fair value of the netting set, provided the quantitative, 
qualitative and data requirements set out in sections for the use of the CCR internal 
models method are met for the collateral. A Reporting Bank which recognises the effects 
of CRM of collateral shall have internal procedures to verify that, prior to recognising the 
effects of CRM of collateral, the requirements in in Annex 7F of Part VII are met.  
 
2.6 For margined counterparties, a Reporting Bank may capture future collateral 
movements in its model. 
 
2.7 If a Reporting Bank has recognised the effects of CRM of eligible financial 
collateral in E or EAD, whichever is applicable, through the CCR internal models method, 
it shall not take into account the effects of CRM of such eligible financial collateral when 
deriving estimates of LGD. In such instances, the LGD of an otherwise similar 
uncollateralised facility shall be used (i.e. the Reporting Bank shall use an LGD that does 
not include collateral that is already included in EAD). 
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2.8 A Reporting Bank which has not recognised the effect of eligible financial 
collateral through the CCR internal models method may do so in accordance with 
paragraphs 2.9 to 2.13 below. 
 
2.9 A Reporting Bank using the SA(CR) may use either the FC(SA) or the FC(CA) to 
recognise the effect of eligible financial collateral for any OTC derivative transaction, long 
settlement transaction or SFT in the banking book.  The Reporting Bank shall apply the 
chosen approach consistently to the entire banking group and shall not use a 
combination of both approaches. For any pre-settlement counterparty exposure arising 
from an OTC derivative transaction, long settlement transaction or SFT in the trading 
book, a Reporting Bank using the SA(CR) shall use only the FC(CA) to recognise the 
effect of eligible financial collateral.  
 
2.10 A Reporting Bank using the SA(CR) and FC(SA) may recognise the effect of 
eligible financial collateral for an OTC derivative transaction in accordance with Sub-
division 4 of Division 3 of Part VII.  
 
2.11 A Reporting Bank which has taken eligible financial collateral for an OTC 
derivative transaction may - 
 

(a) if it is using the SA(CR) and the FC(CA), calculate E*, the SA(CR) 
exposure adjusted for eligible financial collateral, in accordance with 
paragraph 1.8 of Annex 7O of Part VII 2.12 of this Annex and substitute 
E* for E when calculating the credit risk-weighted exposure amount for an 
SA(CR) exposure or for all its SA(CR) exposures to a counterparty covered 
by a qualifying bilateral netting agreement or qualifying cross-product 
netting agreement under Sub-division 3 of Division 1 of Part VII; or  

 
(b) if it is using the F-IRBA and the FC(CA) 304, calculate EADadj, the IRBA 

exposure adjusted for eligible financial collateral, for an IRBA exposure or 
for all its IRBA exposures to a counterparty covered by a qualifying 
bilateral netting agreement or qualifying cross-product netting agreement, 
in accordance with paragraph 1.8 of Annex 7O of Part VII 2.12 of this 
Annex and use EADadj to calculate LGD* in accordance with Sub-division 7 
of Division 4 of Part VII.305 

 
2.12 A Reporting Bank using the FC(CA) shall calculate E* or EADadj, the exposure 
amount adjusted for eligible financial collateral, for any collateralised OTC derivative 
transaction that is not subject to a qualifying bilateral netting agreement using the 
following formula:  
 

E* (or EADadj) = E (or EAD) - C(1 – HC – HFX) 
 

where - 
 

(a)  “E* (or EADadj)” refers to the exposure value after risk mitigation; 

                                                 
304  The FC(SA) is not available to a Reporting Bank using the F-IRBA. 
305  For avoidance of doubt, the EAD for any IRBA exposure is not affected by this calculation of EADadj. 
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(b)  “E (or EAD)” refers to the exposure value calculated in accordance with 

paragraph 2.14 of this Annex, whichever is applicable; 
 
(c)  “C” refers to the fair value of the collateral received306; 
 
(d)  “HC” refers to the haircut appropriate to the collateral, or if the collateral is 

a basket of assets, the weighted sum of the haircuts appropriate to the 
assets in the basket where each weight is the weight of the asset in the 
basket determined in accordance with Annex 7J of Part VII; and 

 
(e) “HFX” refers to the haircut appropriate for the currency mismatch between 

the collateral and exposure determined in accordance with Annex 7J of 
Part VII. “HFX” shall also be applied if there is a mismatch between the 
collateral currency and the settlement currency. This applies even in the 
case where there are more than two currencies involved in the exposure, 
collateral and settlement currency. 

 
2.13 A Reporting Bank adopting the A-IRBA or the IRBA for the IRBA retail asset class 
may take collateral into account when deriving its own estimates of LGD. 
 
2.14 A Reporting Bank shall calculate E or EAD, whichever is applicable, as follows 
(except for counterparties that have been identified as having explicit specific wrong-way 
risk, where E or EAD, whichever is applicable, shall be computed in accordance with 
paragraphs 8.15B, 8.15C and 8.15D): 
 

E or EAD = α x effective EPE 
 
where α is set at 1.4 or any higher amount specified by the Authority306A,306AA and 
effective EPE is determined in accordance with Section 3 of this Annex. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
2.14A A Reporting Bank shall calculate the effective EPE based on current market 
data306B and the effective EPE based on a stress calibration306C, in accordance with 
Section 3 of this Annex.  A Reporting Bank shall apply the effective EPE which will result 

                                                 
306  Where the residual maturity of the collateral is shorter than the residual maturity of the exposure, the 

Reporting Bank shall substitute PA calculated in accordance with Annex 7J of Part VII for C(1 – HC – HFX). 
306A  The Reporting Bank shall only apply an α of 1.4 if it fully complies with the model validation requirements 

set out in Section 7 of this Annex.  In requiring a higher α to be applied, the Authority will consider factors 
such as the low granularity of counterparties, high exposures to general wrong-way risk, high correlation 
of market values across counterparties and other factors specific to the CCR exposures of the Reporting 
Bank.  

306AA  For the avoidance of doubt, for the calculation of E or EAD of CCP trade exposures, the Reporting Bank 
shall apply α to the E or EAD measurement of initial margin of a clearing member or a client of a clearing 
member, and to the E or EAD measurement of collateral posted to a CCP that meets the definition of CCP 
trade exposure and is not held on a bankruptcy remote manner. 

[MAS Notice 637 (Amendment No. 2) 2014] 
306B  The use test for the CCR internal models method will only apply to effective EPE based on current market 

data.  
306C  The Reporting Bank should use a single consistent stress calibration for the whole portfolio of 

counterparties. 
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in a higher portfolio-level credit RWA306D (not including the CVA RWA) for exposures 
calculated using the CCR internal models method306E. 
 
2.15 Notwithstanding paragraphs 2.14 and 2.14A above, a Reporting Bank may use a 
measure that is more conservative than effective EPE to estimate E or EAD, whichever is 
applicable, for each counterparty, subject to the approval of the Authority. These 
measures include the use of peak exposure, the use of an EPE model as set out in 
Section 4 of this Annex or the use of VaR models as set out in Annex 7M of Part VII. 
 
 
Section 3:  Effective EPE 
 
3.1 A Reporting Bank shall compute effective EPE by estimating expected exposure 
(EEt) as the average exposure at future date t, where the average is taken across 
possible future values of relevant market risk factors, such as interest rates and foreign 
exchange rates. The model estimates EE at a series of future dates t1, t2, t3. 
 
3.2 A Reporting Bank shall compute effective EE recursively as – 

 

Effective ktEE  = max{Effective 1ktEE − , ktEE } 
 

where the current date is denoted as t0  and Effective 0tEE  equals current exposure. 
 
3.3 A Reporting Bank shall compute effective EPE as a weighted average of effective 
EE as follows: 
 

Effective EPE  = ∑
=

)maturity,year1min(

1k

Effective  EEtk x kt∆  

 

where kt∆ = tk – tk-1 . 
 
3.4 A Reporting Bank should calculate EE or any peak exposure measures based on a 
distribution of exposures that accounts for the possible non-normality of the distribution 
of exposures, including the existence of leptokurtosis, where appropriate. 
 
 
Section 4:  Own estimates for α 
 

                                                 
306D  The greater of effective EPE based on current market data and the effective EPE based on a stress 

calibration should be determined on a total portfolio level, and not a counterparty by counterparty basis. 
306E   A Reporting Bank using the IRBA for exposures calculated using the CCR internal models method should 

calculate the capital requirement with the full maturity adjustment as a function of PD and M set equal to 
1 if it uses the IMA for the specific interest rate risk of bonds and is able to demonstrate to the 
satisfaction of the Authority that its approved specific market risk VaR model reflects the risk of rating 
migrations appropriately. The Reporting Bank shall compute the full maturity adjustment function given 
by the formula (1 - 1.5 x b)^-1 x (1 + (M - 2.5) x b) where the Reporting Bank is unable to demonstrate 
so. 
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4.1 A Reporting Bank may seek approval from the Authority in its application to adopt 
the CCR internal models method, to compute internal estimates of α, subject to a floor of 
1.2, where α equals the ratio of economic capital from a full simulation of counterparty 
exposures across counterparties (numerator) and economic capital based on EPE 
(denominator). 
 
4.2 A Reporting Bank shall meet all the requirements in Section 8 of this Annex and 
shall be able to demonstrate that its internal estimates of α capture in the numerator the 
material stochastic dependency of distributions of fair values of transactions or of 
portfolios of transactions across counterparties (e.g. the correlation of defaults across 
counterparties and between market risk and default). In the denominator, the Reporting 
Bank shall use EPE as if it were a fixed outstanding loan amount. 

 
4.3 A Reporting Bank shall ensure that the numerator and denominator of α are 
computed in a consistent fashion with respect to the modeling methodology, parameter 
specifications and portfolio composition. The approach used shall be based on the 
internal economic capital approach of the Reporting Bank, be well-documented and be 
subject to independent validation. In addition, the Reporting Bank shall review its 
estimates on at least a quarterly basis, and more frequently when the composition of the 
portfolio varies over time. The Reporting Bank shall also assess the model risk, including 
an assessment of potential significant variations in estimates of alpha that arise from 
mis-specification in the models used for the numerator, especially where convexity is 
present. 
 
4.4 Where appropriate, a Reporting Bank should condition volatilities and correlations 
of market risk factors used in the joint simulation of market and credit risk on the credit 
risk factor to reflect potential increases in volatility or correlation in an economic 
downturn. The Reporting Bank should also take into account the granularity of exposures 
in its internal estimates of α. 
 
 
Section 5:  Maturity Adjustment  
 
5.1 A Reporting Bank shall apply the formula in Section 3 of Annex 7Z of Part VII to 
calculate M for netting sets in which the original maturity of the longest-dated contract 
within the set is greater than one year. 
 
5.2 Notwithstanding paragraph 5.1, a Reporting Bank which uses an internal model to 
calculate a one-sided CVA306F may seek approval in its application to adopt the CCR 
internal models method, to use the effective credit duration estimated by the model as M. 
 
5.3 A Reporting Bank shall apply the formula in Section 1 or 2 of Annex 7Z of Part VII 
for M for netting sets in which all contracts have an original maturity of less than one 
year, with the exception of short-term exposures listed in paragraph 4.2 of Annex 7Z of 
Part VII, in which case the Reporting Bank shall apply the formula in paragraph 4.1 or 
4.4 of Annex 7Z of Part VII. 
 
 
                                                 
306F One-sided CVA is a CVA that reflects the market value of the credit risk of the counterparty to a Reporting 

Bank, but does not reflect the market value of the credit risk of the Reporting Bank to the counterparty.  
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Section 6:  Margin Agreements 
 
6.1 Where a netting set is subject to a margin agreement and the Reporting Bank is 
able to capture the effects of margining when estimating EE, the model’s EE measure 
may be used directly in the equation in paragraph 3.2, provided that approval from the 
Authority has been obtained for this purpose. The Reporting Bank shall ensure that the 
EPE model also includes transaction-specific information in order to capture the effects of 
margining, and takes into account both the current amount of margin and margin that 
would be passed between counterparties in the future. The Reporting Bank shall ensure 
that the EPE model accounts for the nature of margin agreements (unilateral or bilateral), 
the frequency of margin calls, the margin period of risk, the thresholds of unmargined 
exposure the Reporting Bank is willing to accept, and the minimum transfer amount. The 
Reporting Bank shall ensure that the EPE model either models the mark-to-market 
change in the value of collateral posted or applies the relevant rules on the treatment of 
collateral under the FC(SA), FC(CA) or IRBA. 
 
6.2 [This paragraph has been intentionally left blank.] Otherwise, a Reporting Bank 
shall set effective EPE for a margined counterparty subject to re-margining and daily 
mark-to-market using the “shortcut method” 306G set out in this paragraph. Subject to 
paragraph 6.5, a Reporting Bank using the shortcut method shall set effective EPE for a 
margined counterparty as equal to the lesser of –  
 

(a) effective EPE without any held or posted margining collateral, plus any 
collateral that has been posted to the counterparty independent of the 
daily valuation and margining process or current exposure (such as the 
initial margin or independent amount); and 

 
(b) an add-on that reflects the potential increase in exposure over the margin 

period of risk plus the larger of –  
 

(i) the current exposure net of and including all collateral currently 
held or posted, excluding any collateral called or in dispute; or 
 

(ii) the largest net exposure including all collateral held or posted 
under the margin agreement that would not trigger a collateral 
call, which reflects all applicable thresholds, minimum transfer 
amounts, independent amounts and initial margins under the 
margin agreement. 
 

6.3 [This paragraph has been intentionally left blank.]For the purposes of paragraph 
6.2(b), the add-on shall be calculated as: 
 

E[max(∆MtM,0)] 
where - 

 
(i) E[…] is the expectation; and 

                                                 
306G For a Reporting Bank that is a clearing member in a central counterparty, the shortcut method may be 

applied to transactions with a central counterparty and with clients, including those client transactions that 
result in back-to-back trades with a central counterparty.[This footnote has been intentionally left blank.] 
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(ii) ∆MtM is the possible change of the mark-to-market value of the 

transactions during the margin period of risk; 
 

6.4 [This paragraph has been intentionally left blank.]For the purposes of paragraph 
6.2 and 6.3, the Reporting Bank shall ensure that –  

 
(a) changes in the value of the collateral are reflected using supervisory 

haircuts or own-estimate haircuts, but no collateral payments are assumed 
during the margin period of risk; 
 

(b) the margin period of risk is subject to the supervisory floor specified in 
paragraph 6.5; 

 
(c) the consistency of realised current exposures and the shortcut method 

prediction over all margin periods within one year is backtested; 
 
(d) the shortcut method is made more conservative if backtesting indicates 

that effective EPE is underestimated, for example, by scaling up risk factor 
moves; and 

 
(e) if some trades in the netting set have a maturity of less than one year, the 

higher risk factor sensitivities of the netting set without these trades are 
accounted for. 

 
6.5 For modeling EAD with margin agreements, a Reporting Bank shall –  
 

(a) for transactions subject to daily re-margining and mark-to-market 
valuation: 
 
(i) apply a floor on the margin period of risk of each netting set in 

accordance with the following table: 
 
Table 7Q-1 – Floors on Margin Period of Risk for Netting Sets 
Type of netting set Floor (in business 

days) 
Netting set consisting only of repos, reverse 
repos, securities lending or securities 
borrowing transactions 

5 

Netting set where the number of trades 
exceeds 5,000 at any point during a quarter 

20 (for the following 
quarter) 

Netting set containing one or more trades 
involving either illiquid collateral or an OTC 
derivative that cannot be easily replaced, 
determined in the context of stressed market 
conditions306H 

20 

                                                 
306H  Stressed market conditions are characterised by the absence of continuously active markets where a 

counterparty would, within two or fewer days, obtain multiple price quotations that would not move the 
market or represent a price reflecting a market discount (in the case of collateral) or premium (in the case 
of an OTC derivative.  Examples of situations where trades are deemed illiquid for this purpose include, but 
are not limited to, trades that are not marked daily and trades that are subject to specific accounting 
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All other netting sets 10 
 

[MAS Notice 637 (Amendment) 2012] 
 

(ii) use a margin period of risk that appropriately reflects the duration 
of margin call disputes over the previous two quarters, and which is 
at least double the floor set out in Table 7Q-1 for the subsequent 
two quarters for a netting set where there are more than two 
margin call disputes over the previous two quarters that have 
lasted longer than the applicable floors set out in Table 7Q-1. For 
the avoidance of doubt, this sub-paragraph shall apply regardless 
of the size of the margin call disputed;  

 
(iii) consider whether trades or securities it holds as collateral are 

concentrated in a particular counterparty and if that counterparty 
exited the market precipitously, whether the Reporting Bank would 
be able to replace its trades; 

 
(b)  for transactions subject to re-margining with a periodicity of N-days, 

irrespective of whether the Reporting Bank is using the shortcut method or 
not, use a margin period of risk at least equal to the floor plus N days 
minus one day: 
 
Margin period of risk = F + N -1 
 
where –  
 
(i) F is the floor; and 

 
(ii) N is the periodicity. 

 
6.6 A Reporting Bank using the internal models method shall not capture the effect of 
a reduction of E or EAD, whichever is applicable, due to any clause in a collateral 
agreement that requires receipt of collateral when counterparty credit quality 
deteriorates. 
 
 
Section 7:  Model Validation Requirements 
 
7.1 A Reporting Bank intending to adopt an internal model for estimating EPE arising 
from CCR for regulatory capital purposes shall meet the minimum qualitative 
requirements for model validation under the IMA for market risk as set out in Sub-
division 9 of Division 3 of Part VIII. In addition, the Reporting Bank shall: 
 

(a) conduct a regular programme of backtesting, i.e. an ex-post comparison 
of the risk measures306I generated by the model against realised risk 

                                                                                                                                                        
treatment for valuation purposes (e.g. transactions referencing securities whose fair value is determined 
by models with inputs that are not observed in the market).  

306I  Risk measures refer not only to effective EPE, but also to the other risk measures used in the calculation of 
effective EPE such as the exposure distribution at a series of future dates, the positive exposure 
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measures, as well as a comparison of hypothetical changes based on 
static positions with realised measures; 
 

(b) carry out an initial validation and an ongoing periodic review, independent 
of the model developers, of its model and risk measures generated by the 
model; 

 
(c) closely integrate its internal risk measurement exposure model into its 

day-to-day risk management process, where the model output forms an 
integral part of the process of planning, monitoring and controlling the 
counterparty credit risk profile of the Reporting Bank; 

 
(d) use its risk measurement system in conjunction with internal trading and 

exposure limits, where exposure limits should be related to the risk 
measurement model in a manner that is consistent over time and that is 
well understood by traders, the credit function and senior management; 

 
(e) have a routine in place for ensuring compliance with a well-documented 

set of internal policies, controls and procedures concerning the operation 
of the risk measurement system, and have a well-documented risk 
measurement system, for example, through a risk management manual 
that describes the basic principles of the risk management system and 
that provides an explanation of the empirical techniques used to measure 
counterparty credit risk; 

 
(f) carry out an independent review of the risk measurement system and of 

the overall risk management process regularly as part of the internal audit 
process, including both the activities of the business trading units and of 
the independent risk control unit. The review of the overall risk 
management process should take place no less than once a year, and 
shall at least address the –  

 
(i) adequacy of the documentation of the risk management system 

and process; 
 

(ii) organisation of the risk control unit; 
 

(iii) integration of CCR measures into daily risk management; 
 

(iv) approval process for models used in the calculation of CCR used by 
front office and back office personnel; 

 
(v) validation of any significant change in the risk measurement 

process; 
 

(vi) scope of CCR captured by the risk measurement model; 

                                                                                                                                                        
distribution at a series of future dates, the market risk factors used to derive the exposures and the values 
of the constituent trades of a portfolio.   
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(vii) integrity of the management information system; 

 
(viii) accuracy and completeness of position data; 

 
(ix) verification of the consistency, timeliness and reliability of data 

sources used to run internal models, including the independence of 
such data sources; 

 
(x) accuracy and appropriateness of volatility and correlation 

assumptions; 
 

(xi) accuracy of valuation and risk transformation calculations; and 
 

(xii) verification of model accuracy as described in sub-paragraphs (g) 
to (k) below;  

 
(g) document – 

 
(i) the process for initial and ongoing validation of its model to a level 

of detail that would enable a third party to recreate the analysis; 
 
(ii) the calculation of risk measures generated by the models to a level 

of detail that would enable a third party to recreate the risk 
measures; 

 
(iii) the frequency with which backtesting analysis and any other 

ongoing validation will be conducted; 
 

(iv) how the validation is conducted with respect to data flows and 
portfolios; and 

 
(v) the analyses that are used; 
 

(h) define criteria with which to assess its EPE models and the models that 
input into the calculation of EPE, and have a written policy in place that 
describes the process by which unacceptable performance shall be 
determined and remedied; 
 

(i) define how representative counterparty portfolios are constructed for the 
purposes of validating an EPE model and its risk measures; 
 

 
(j) assess more than a single statistic of the model distribution, when 

validating EPE models and its risk measures that produce forecast 
distributions; and 

 
(k) meet the following requirements as part of the initial and ongoing 

validation of its models and its risk measures: 
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(i) carry out backtesting using historical data on movements in market 

risk factors prior to supervisory approval; 
 

(ii) in the backtesting process, consider a number of distinct prediction 
time horizons out to at least one year, over a range of various start 
dates and covering a wide range of market conditions; 

 
(iii) backtest the performance of its EPE model and the relevant risk 

measures, as well as the market risk factor predictions that support 
EPE; 

 
(iv) include, in the backtest for collateralised trades, prediction time 

horizons that reflect typical margin periods of risk applied in 
collateralised/margined trading, and long time horizons of at least 
one year; 

 
(v) test the pricing models306J used to calculate CCR exposure for a 

given scenario of future shocks to market risk factors; 
 

(vi) capture transaction specific information within the EPE model to 
aggregate exposures at the level of the netting set and verify that 
transactions are assigned to the appropriate netting set within the 
model; 

 
(vii) include static, historical backtesting at regular intervals on 

representative counterparty portfolios, chosen based on their 
sensitivity to the material risk factors and correlations to which the 
Reporting Bank is exposed; 

 
(viii) conduct backtesting that is designed to test the key assumptions of 

the EPE model and the relevant risk measures, for example, the 
modelled relationship between tenors of the same risk factor, and 
the modelled relationships between risk factors; 

 
(ix) correct any significant differences between realised exposures and 

the forecast distribution that are indicative of problems with the 
model or the underlying data306K; 

 
(x) subject the performance of EPE models and its risk measures to a 

backtesting programme that is capable of identifying poor 
performance in the risk measures of an EPE model; 

 

                                                 
306J  These pricing models may be different from those used by the Reporting Bank to calculate market risk 

over a short horizon.  Pricing models used by the Reporting Bank for options shall account for the 
nonlinearity of option value with respect to market risk factors.  

306K The Authority may, among other things, require additional capital to be held under such circumstances, 
while the problems are being solved.   
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(xi) validate its EPE models and all relevant risk measures out to time 
horizons commensurate with the maturity of trades for which 
exposure is calculated using the CCR internal models method; 

 
(xii) regularly test the pricing models used to calculate counterparty 

exposure against appropriate independent benchmarks as part of 
the ongoing model validation process; 

 
(xiii) include an assessment of recent performance in the ongoing 

validation of its EPE models and the relevant risk measures; 
 

(xiv) assess the frequency with which parameters of an EPE model are 
updated; 

 
(xv) cover all counterparties for which the models are used, in the 

ongoing assessment of model performance; 
 

(xvi) assess the appropriateness of bank level and netting set exposure 
calculations of EPE; and 

 
(xvii) if it uses a measure that is more conservative than alpha times 

effective EPE to estimate E or EAD, whichever is applicable, for 
each counterparty, regularly validate conservatism of this  
measure, and ensure that the degree of relative conservatism is to 
the satisfaction of the Authority. 

 
7.2 A Reporting Bank shall ensure that the Board and senior management are 
actively involved in the risk control process and regard credit and counterparty credit 
risk control as an essential aspect of the business to which significant resources need to 
be devoted.  
 
7.3 A Reporting Bank shall ensure a level of management with sufficient seniority and 
authority to: 

 
(a) enforce both reduction of positions taken by individual traders and 

reductions in the bank’s overall risk exposure; 
 

(b) review the daily reports prepared by the independent risk control unit; and 
 

(c) periodically review the ongoing validation of models and backtesting and 
decide the course of action that will be taken to address model 
weaknesses. 

 
 
Section 8:  Operational Requirements 
 
8.1 A Reporting Bank intending to adopt an internal model for estimating EPE arising 
from CCR for regulatory capital purposes shall meet the operational requirements set out 
in paragraphs 8.2 to 8.20 below. 
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[MAS Notice 637 (Amendment) 2012] 
 

Qualifying Standards on CCR Management 
 

8.2 A Reporting Bank shall adhere to sound practices for the management of CCR, 
including those set out in Annex 10A of Part X. 
 
8.3 At a minimum, the Reporting Bank shall have a control unit which is adequately 
staffed, independent from the business and trading functions and reports directly to 
senior management, responsible for the following: 
 

(a) the design and implementation of the CCR management framework of the 
Reporting Bank, including the initial and ongoing validation of the CCR 
internal model; 

 
(b) the integrity of the input data; and 
 
(c) the generation of daily reports and analysis of the output of the Reporting 

Bank’s CCR internal model, including an evaluation of the relationship 
between measures of E or EAD, whichever is applicable, and credit and 
trading limits. 

 
8.3A A Reporting Bank using the CCR internal models method shall have a collateral 
management unit which is responsible for the following: 
 

(a) the calculation and making of margin calls; 
 
(b) the management of margin call disputes; 
 
(c) the generation of accurate daily reports on levels of independent amounts, 

initial margins and variation margins; 
 
(d) the control of the integrity of the data used to make margin calls, ensuring 

that it is consistent and reconciled regularly with all relevant sources of 
data within the Reporting Bank; 

 
(e) the tracking of the extent of reuse of collateral, both cash and non-cash, 

and the rights that the Reporting Bank gives away to its respective 
counterparties for the collateral that it posts; 

 
(f) the tracking of concentration to individual collateral asset classes accepted 

by the Reporting Bank; 
 
(g) the generation of reports which indicate the categories of collateral assets 

that are reused, and the terms of such reuse including instrument, credit 
quality and maturity; and 

 
(h) the production and maintenance of appropriate collateral management 

information that is reported on a regular basis to senior management, 
including information on the type of collateral (both cash and non-cash) 
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received and posted, the size, aging and cause for margin call disputes, 
and trends in these figures. 

 
8.3B A Reporting Bank shall ensure that the senior management allocates sufficient 
resources to the collateral management unit to ensure an appropriate level of 
operational performance, as measured by the timeliness and accuracy of outgoing calls 
and response time to incoming calls. A Reporting Bank shall ensure that the senior 
management adequately staffs the collateral management unit to process calls and 
disputes in a timely manner, even during a severe market crisis and to enable the 
Reporting Bank to limit its number of large disputes caused by trade volumes. 
 
8.3C A Reporting Bank adopting the CCR internal models method shall ensure that its 
cash management policies account simultaneously for the liquidity risks of potential 
incoming margin calls arising from the –  
 

(a) exchanges of variation margin or other margin types, such as initial or 
independent margin, under adverse market shocks; 
 

(b) potential incoming calls for the return of excess collateral posted by 
counterparties; and 

 
(c) calls resulting from a potential downgrade of its own public rating. 

 
8.3D A Reporting Bank adopting the CCR internal models method shall ensure that the 
nature and horizon of collateral reuse is consistent with its liquidity needs and does not 
jeopardise its ability to post or return collateral in a timely manner. 

 
 
Use Test 
 

8.4 A Reporting Bank shall not design and implement its models exclusively for the 
purpose of qualifying for the CCR internal models method. 
 
8.5 A Reporting Bank shall ensure that the distribution of exposures generated by the 
model used to calculate effective EPE is closely integrated into the day-to-day CCR 
management process of the Reporting Bank. For example, the peak exposure from the 
distributions for counterparty credit limits or EPE could be used for a Reporting Bank’s 
internal allocation of capital. A Reporting Bank shall ensure that the model’s output 
accordingly plays an essential role in the credit approval, CCR management, internal 
capital allocation, and corporate governance of the Reporting Bank. 
 
8.6 A Reporting Bank shall have a credible track record in the use of models that 
generate a distribution of exposures to CCR. In this regard, the Reporting Bank shall 
demonstrate that it has been using an internal model to calculate the distributions of 
exposures upon which the EPE calculation is based that meets, broadly, the minimum 
requirements set out in this Annex for at least one year before applying to the Authority 
for approval to use its internal model for estimating EPE. 
 
8.7 A Reporting Bank shall – 
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(a) ensure that the model used to generate the distribution of E or EAD, 
whichever is applicable, is part of a CCR management framework that 
includes the identification, measurement, management, approval and 
internal reporting of CCR; 

 
(b) ensure that the CCR management framework includes the measurement of 

usage of credit lines (aggregating E or EAD relating to CCR with other 
credit exposures) and economic capital allocation; 

 
(c) measure and manage current exposures in addition to EPE; and 
 
(d) measure current exposure gross and net of collateral held, where 

appropriate. 
 
8.8 The Authority will normally regard the use of other CCR measures by the 
Reporting Bank, such as peak exposure or potential future exposure, based on the 
distribution of E or EAD, whichever is applicable, that are generated by the same model 
used to compute EPE as having satisfied the use test. 
 
8.9 A Reporting Bank shall have the systems capability to estimate EE daily, if 
necessary, unless it is able to demonstrate to the satisfaction of the Authority that its E 
or EAD to CCR, warrant less frequent calculation. The Reporting Bank shall compute EE 
along a time profile of forecasting horizons that adequately reflects the time structure of 
future cash flows and maturity of the contracts and that is consistent with the materiality 
and composition of the exposures. 
 
8.10 A Reporting Bank shall measure, monitor and control its E or EAD relating to CCR 
over the life of all contracts in the netting set and not just to the one-year horizon. The 
Reporting Bank shall have procedures in place to identify and control the risks for 
counterparties where the E or EAD relating to CCR rises beyond the one-year horizon. In 
addition, this forecasted increase in E or EAD shall be an input into the economic capital 
model of the Reporting Bank. 
 
8.10A  A Reporting Bank should ensure that the work of the control unit responsible for 
the design and implementation of the CCR management framework is closely integrated 
into the day-to-day credit risk management process of the Reporting Bank, and its 
output is an integral part of the process of planning, monitoring and controlling the 
Reporting Bank’s credit and overall risk profile. 

 
 
 
 
 
Stress Test 
 

8.11 A Reporting Bank shall have in place sound stress testing processes for use in the 
assessment of capital adequacy. These stress measures shall be compared against the 
measure of EPE and considered by the Reporting Bank as part of its ICAAP as set out in 
Annex 10A of Part X. 
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8.12 A Reporting Bank shall ensure that its stress testing involves identifying possible 
events or future changes in economic conditions that could have unfavourable effects on 
its E or EAD and assessing its ability to withstand such changes. Examples of possible 
scenarios that could be used include economic or industry downturns, market place 
events or decreased liquidity conditions. 
 
8.13  A Reporting Bank shall have a comprehensive stress testing programme for CCR 
that includes – 
 

(a) complete trade capture and exposure aggregation across all forms of CCR, 
not just OTC derivatives, at the counterparty-specific level in a sufficient 
time frame to conduct regular stress testing; 
 

(b) exposure stress testing for all counterparties of principal market risk 
factors, at least monthly, (e.g. interest rates, foreign exchange, equities, 
credit spreads, and commodity process) in order to proactively identify, 
and where necessary, reduce outsized concentrations to specific 
directional sensitivities; 

 
(c) multi-factor stress testing, which may be part of bank-wide stress testing, 

that addresses scenarios of –  
 

(i) severe economic or market events; 
 

(ii) significant decrease in broad market liquidity; and 
 

(iii) the market impact of liquidating positions of a large financial 
intermediary; 

 
(d) the application of multifactor stress testing and assessment of material 

non-directional risks (e.g. yield curve exposure, basis risks) at least 
quarterly; 

 
(e) the application of stressed market movements which have an impact not 

only on counterparty exposures, but also on the credit quality of 
counterparties; and at least quarterly, the conduct of stress testing 
applying stressed conditions to the joint movement of exposures and 
counterparty creditworthiness; 

 
(f) the application of exposure stress testing (including single factor, multi-

factor and material non-directional risks) and joint stress testing of 
exposure and creditworthiness at the following levels: 

 
(i) counterparty-specific; 

 
(ii) counterparty group (e.g. industry, region); and 

 
(iii) aggregate bank-wide CCR; 
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(g) for the purpose of evaluating solvency under stress, the application of factor 
shocks which are severe enough to capture historical extreme market 
environments and extreme but plausible stressed market conditions, and 
evaluation of the impact of such shocks on capital resources, capital 
requirements and earnings; and for the purpose of day-to-day portfolio 
monitoring, hedging and management of concentrations, the application of 
scenarios that are of lesser severity but higher probability; 

 
 (h) reverse stress testing to identify extreme but plausible scenarios that 

could result in significant adverse outcomes; and 
 
(i) stress tests and scenario analyses that are designed to identify risk factors 

that are positively correlated with counterparty creditworthiness and to 
address the possibility of severe shocks occurring when relationships 
between risk factors have changed.  

 
8.13A The Reporting Bank shall integrate stress test results into regular reporting to 
senior management.  The analysis shall capture – 
 

(a) the  largest counterparty-level impacts across the portfolio; 
 
(b) material concentrations within segments of the portfolio (e.g. within the 

same industry or region); and 
 
(c) relevant portfolio and counterparty specific trends. 

 
8.13B The Reporting Bank shall ensure that senior management takes a lead role in the 
integration of stress testing into the risk management framework and risk culture of the 
Reporting Bank and ensure that the results are meaningful and proactively used to 
manage CCR. The Reporting Bank shall ensure that the results of stress testing are 
compared to the risk appetite of the Reporting Bank and elevated for discussion and 
action when excessive or concentrated risks are present. 
 
 

Wrong-way Risk 
 

8.14 A Reporting Bank shall give due consideration to E or EAD relating to CCR that 
give rise to a significant degree of general wrong-way risk. A Reporting Bank shall 
monitor general wrong-way risk by product, region, industry and other categories that 
are germane to the business. 
 
8.15 A Reporting Bank shall have procedures in place to identify, monitor and control 
cases of specific wrong-way risk307, beginning at the inception of a trade and continuing 
through the life of the transaction. 
 
                                                 
307  A Reporting Bank is said to be exposed to specific wrong-way risk if future exposure to a specific 

counterparty is expected to be high when the probability of default of the counterparty is also high. For 
example, a company writing put options on its own shares creates wrong-way risk exposures for the buyer 
that is specific to the counterparty. 
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8.15A On a regular basis, a Reporting Bank shall provide senior management and the 
appropriate Board committee with reports that communicate wrong-way risks and the 
steps that the Reporting Bank is taking to manage that risk. 
 
8.15B A Reporting Bank shall not consider the instruments for which there exists a legal 
connection between the counterparty and the underlying issuer, and for which specific 
wrong-way risk has been identified, to be in the same netting set as other transactions 
with the counterparty.   

 
8.15C For single-name credit default swaps where there exists a legal connection 
between the counterparty and the underlying issuer, and where specific wrong-way risk 
has been identified, a Reporting Bank shall calculate E or EAD in respect of such swap 
counterparty exposure as the full expected loss in the remaining fair value of the 
underlying reference asset assuming the issuer of the underlying reference asset is in 
default or liquidation (i.e. assuming that the underlying reference asset has a PD of 
100%). If a non-zero recovery is assumed for the underlying reference asset, a 
Reporting Bank using the IRBA shall set LGD as 100% for the netting set assigned to the 
single-name credit default swap307A. A Reporting Bank using the SA(CR) shall treat such 
transactions as unsecured. 
 
8.15D For transactions other than single-name credit default swaps (e.g. equity 
derivatives, bond options or SFTs referencing a single entity), where there exists a legal 
connection between the counterparty and the underlying entity, and where specific 
wrong-way risk has been identified, a Reporting Bank shall calculate E or EAD, as the 
value of the transaction under the assumption of a jump-to-default of the underlying 
reference asset. In as much this makes use of existing market risk calculations for IRC 
that already contains a LGD assumption, the Reporting Bank shall ensure LGD is set as 
100%.  

 
 
Integrity of Modelling Process 
 

8.16 A Reporting Bank shall ensure that it has the internal controls needed to ensure 
the integrity of its model inputs. At a minimum, the Reporting Bank shall comply with 
the requirements set out in paragraphs 8.17 to 8.19 below. 
 
8.17 A Reporting Bank shall ensure that, in respect of its transaction data, that – 
 

(a) the internal model reflects the transaction terms and specifications in a 
timely, complete and conservative manner. Such terms include, but are 
not limited to, contract notional amounts, maturity, reference assets, 
collateral thresholds, margining arrangements and netting agreements; 

 

                                                 
307A  The Reporting Bank shall calculate the capital requirement for exposures to the underlying reference asset 

without recognising the effects of CRM of a single-name credit default swap which introduces wrong-way 
risk.  Generally, this means that the exposure to the underlying reference asset receives the risk weight 
and capital treatment associated with an unsecured transaction (i.e. assuming such exposure is an 
unsecured credit exposure).  
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(b) the terms and specifications are maintained in a secure database that is 
subject to formal and periodic audit; 

 
(c) the process for recognising netting agreements involves a signoff by legal 

staff verifying the legal enforceability of netting and input of transaction 
terms and specifications into the database by an independent unit; 

 
(d) the transmission of transaction terms and specifications data to the model 

is subject to internal audit; and 
 
(e) there are formal reconciliation processes in place between the internal 

model and source data systems to verify on an ongoing basis that 
transaction terms and specifications are being reflected in EPE correctly or 
at least conservatively. 

 
8.18 A Reporting Bank shall, when calibrating its effective EPE model using historical 
market data –    
 

(a) employ current market data, regardless of whether it is directly observed 
or implied by other observable prices as at valuation date, to compute 
current exposures; 
 

(b) estimate model parameters using at least three years of either: 
 

(i) historical market data; or 
 

(ii) market implied data; and 
 

(c) update such data quarterly or more frequently if market conditions 
warrant. 

 
8.18A A Reporting Bank shall when calculating its effective EPE calculation using a 
stress calibration – 

 
(a) use either –  

 
(i) three years of historical market data that includes a period of stress 

to the credit default spreads of its counterparties; or 
 

(ii) market implied data from a suitable period of stress; 
 

(b) demonstrate, at least quarterly, that the stress period coincides with a 
period of increased credit default swap spreads or other credit spreads for 
a representative selection of its counterparties with traded credit spreads; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(c) map each counterparty to specific credit spread data based on region, 
internal rating and business types for counterparties where there is no 
adequate credit spread data; 
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(d) for the exposure model for all counterparties, use either historic or implied 

data that includes the data from the stressed credit period, and in a 
manner consistent with the method used by the Reporting Bank for the 
calibration of the effective EPE model to current data; and 

 
(e) evaluate the effectiveness of its stress calibration307B for effective EPE by 

creating several benchmark portfolios that are vulnerable to the same 
main risk factors to which the Reporting Bank is exposed, and calculate 
the exposure to these benchmark portfolios using: 

 
(i) current positions, both at current market prices and at end of 

stress period market prices; 
 

(ii) stressed volatilities; 
 

(iii) stressed correlations; and 
 

(iv) other relevant stressed exposure model inputs from the three-year 
stress period. 

 
8.18B For OTC derivatives, if a Reporting Bank recognises in its calculations of E or EAD, 
whichever is applicable, the effect of collateral other than cash of the same currency as 
the exposure itself, and it is not able to model collateral jointly with the exposure, it shall 
use either haircuts that meet the standards of the FC(CA) with standard supervisory 
haircuts or its own-estimate haircuts. 
 
8.18C If the models of the Reporting Bank includes the effect of collateral on changes in 
the market value of the netting set, the Reporting Bank shall model collateral, other than 
cash of the same currency as the exposure itself, jointly with the exposure in its 
calculations of E or EAD, whichever is applicable, for SFTs. 

 
8.19 A Reporting Bank shall ensure that the EPE model (and modifications made to it) 
is subject to a validation process that – 
 

(a) is clearly articulated in the policies and procedures of the Reporting Bank; 
 
(b) specifies the kind of testing needed to ensure model integrity; 
 
(c) identifies conditions under which assumptions are violated and may result 

in an understatement of EPE; and 
 
(d) includes a review of the comprehensiveness of the EPE model, (e.g. 

whether the EPE model covers all products that have a material 
contribution to CCR). 

 

                                                 
307B The Authority may adjust the stress calibration if the exposures of these benchmark portfolios deviate 

substantially. 
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8.20  A Reporting Bank shall demonstrate to the satisfaction of the Authority that it 
meets the minimum criteria for approval to adopt the IMA to calculate market RWA set 
out in paragraph 8.3.12 of Part VIII, but in the context of assessing CCR.  In particular, 
a Reporting Bank shall ensure that-   
 

(a) the Reporting Bank’s risk management process and system for assessing 
CCR is conceptually sound and is implemented with integrity; 

 
(b) the Reporting Bank has sufficient numbers of staff skilled in the use of 

sophisticated models not only in the trading area but also in the risk 
control, audit, and if necessary, back office areas; 

 
(c) the Reporting Bank’s models have a proven track record of reasonable 

accuracy in measuring CCR; and 
 
(d) the Reporting Bank regularly conducts stress tests in accordance with the 

requirements set out in paragraph 8.11 to 8.13B of this Annex.  

[MAS Notice 637 (Amendment) 2012] 
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Annex 7AG 
 
SF  
 
 
1.1 A Reporting Bank using the SF to calculate the credit risk-weighted exposure 
amount of a securitisation exposure shall use the following inputs: KIRB, L, T, N and LGD, 
which are defined in paragraphs 1.6 to 1.21.  KIRB, L and T are expressed in decimal form. 
 
1.2 Before using the SF, a Reporting Bank shall first calculate KIRB and - 
 

(a) if L > KIRB, the Reporting Bank shall determine the credit risk-weighted 
exposure amount of the IRBA(SE) exposure using the SF; 

 
(b) if L ≤ KIRB and (L + T) ≤ KIRB, the Reporting Bank shall apply a 1250% risk 

weight to the IRBA(SE) exposure; or 
 
(c) if L ≤ KIRB but (L + T) > KIRB, the Reporting Bank shall either - 

 
(i) apply a 1250% risk weight to the IRBA(SE) exposure; or 

 
(ii) distinguish the IRBA(SE) into a senior portion above KIRB and a 

junior portion, and apply a 1250% risk weight to the junior portion 
of the securitisation exposure and calculate a credit risk-weighted 
exposure amount corresponding to the senior portion of the 
securitisation exposure using the SF.  

 
1.3 A Reporting Bank using the SF shall calculate the credit risk-weighted exposure 
amount of a securitisation exposure, to which a 1250% risk weight has not been applied, 
pursuant to paragraphs 1.2(b) or 1.2(c) using the following formula: 
 

Credit RWE = 12.5  x  k  
  

where - 
 

(A) “Credit RWE” refers to the credit risk-weighted exposure amount for that 
IRBA(SE) exposure; and 

 
(B) “k” refers to the capital requirement for the securitisation exposure 

generated by the SF and is calculated using the following formula: 
 

k = Exposure  x  A  x  % Interest   
  

where - 
 

(i) “Exposure” refers to the notional amount of the underlying 
exposures of the securitisation; 

 
(ii) “A” is the greater of 0.0056*T or either - 
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(A) when L > KIRB, (S[L + T] - S[L]); or 
 
(B) when L ≤ KIRB but (L + T) > KIRB, (S[L + T] – S[KIRB]), 

 
where the function S[x] is defined in paragraph 1.4 below; and 
 

(iii) “% Interest” refers to the proportion of the securitisation tranche in 
question that is held by the Reporting Bank. 

 
1.4 Subject to paragraphs 1.5 to 1.23 below, the function S[x] is given by the 
following expression: 
 

 S[x] = KIRB + K[x] - K[KIRB] + (d*KIRB /ω)(1 – e IRBIRB KxK /)( −ω ) 
 

where -  
  

(a) h = (1 – KIRB / LGD) N; 
 
(b) c = KIRB / (1 – h); 
 
(c) v = [(LGD – KIRB) KIRB + 0.25 (1 – LGD) KIRB] / N; 
 
(d) f = {[(v + KIRB

2) / (1 – h)] – c2} + [(1 – KIRB) KIRB – v] / τ (1 – h); 
 
(e) g = [c (1 – c) / f] – 1; 
 
(f) a = g c; 
 
(g) b = g (1 – c); 
 
(h) d = 1 – (1 – h) (1 – Beta [KIRB ; a, b]); 
 
(i) K[x] = (1 – h) {(1 – Beta [x ; a, b]) x + Beta [x ; a + 1, b] c}; 
 
(j) τ = 1000; and 
 
(k) ω = 20. 

 
1.5 Beta [x; a, b] refers to the cumulative beta distribution383 with parameters a and 
b evaluated at x. 
 
 

Definition of KIRB 
 
1.6 Subject to paragraphs 1.7 to 1.9 below, a Reporting Bank shall calculate KIRB in 
decimal form384 as the ratio of - 

                                                 
383  The cumulative beta distribution function is available, for example, in Excel as the function BETADIST. 
384   For example, a risk charge equal to 15% of the pool should be expressed as 0.15. 
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(a) the IRBA capital requirement including the EL portion for the underlying 

exposures in the pool; to 
 
(b) the EAD of the pool385. 

 
1.7 A Reporting Bank shall calculate the amount in sub-paragraph 1.6(a) in 
accordance with the applicable minimum IRBA standards set out in Division 4 of Part VII 
as if the exposures in the pool were held directly by the Reporting Bank386. 
 
1.8 In the case of any structure involving an SPE, the Reporting Bank shall treat all 
the assets of the SPE that are related to the securitisation as exposures in the pool, 
including assets in which the SPE may have invested a reserve account, such as a cash 
collateral account. 
 
1.9 In cases where a Reporting Bank has set aside a individual impairment allowance 
or has a non-refundable purchase price discount on an exposure in the pool, the 
Reporting Bank shall calculate the amounts in sub-paragraphs 1.6(a) and 1.6(b) using 
the gross amount of the exposure without the individual impairment allowance and non-
refundable purchase price discount.  In this case, the amount of the individual 
impairment allowance or the non-refundable purchase price discount on a defaulted 
asset may be used to reduce the amount of securitisation exposure subject to a 1250% 
risk weight pursuant to sub-paragraphs 1.2(b) and 1.2(c). 
 
 

Definition of Credit Enhancement Level (L) 
 
1.10 Subject to paragraphs 1.11 to 1.13 below, a Reporting Bank shall calculate L in 
decimal form as the ratio of -  
 

(a) the amount of all securitisation exposures subordinate to the tranche in 
question; to 

 
(b) the EAD of the pool. 

 
1.11 A Reporting Bank shall exclude the effects of any credit enhancements that 
benefit only certain tranches387 and any gain-on-sale or credit-enhancing interest only 
strips associated with the securitisation. 
 
1.12 A Reporting Bank may measure the size of interest rate or currency swaps that 
are more junior than the tranche in question at their current values (without the 
potential future exposures) or if the current values cannot be measured, these 
instruments may be ignored.  
 

                                                 
385  For avoidance of doubt, a Reporting Bank shall include the EAD associated with undrawn commitments 

related to securitised exposures. 
386  This calculation should reflect the effects of any credit risk mitigant that is applied on the underlying 

exposures (either individually or to the entire pool), and hence benefits all of the securitisation exposures. 
387  For example, third -party guarantees that benefit only a single tranche. 
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1.13 A Reporting Bank may include any reserve account funded by accumulated cash 
flows from the underlying exposures that is more junior than the tranche in question.  
For avoidance of doubt, a Reporting Bank shall not include unfunded reserve accounts 
that are to be funded from future receipts from the underlying exposures. 

 
 

Definition of Thickness of Exposure (T) 
 
1.14 Subject to paragraph 1.15 below, a Reporting Bank shall calculate T in decimal 
form as the ratio of -  
 

(a) the notional size of the tranche in question; to 
  
(b) the notional amount of exposures in the pool.  

 
1.15 In the case of a securitisation exposure arising from an interest rate or currency 
swap, a Reporting Bank shall use as calculate the exposure size - 
  

(a) if current value is zero or positive, the current value of the instrument plus 
the potential future exposure add-on determined in accordance with Annex 
7O of Part VII; or 

 
(b) if current value is negative, the potential future exposure add-on in 

accordance with Annex 7O of Part VII. 
 
 

Definition of Effective Number of Exposures (N) 
 
1.16 Subject to paragraphs 1.17 and 1.18 below, a Reporting Bank shall calculate the 
effective number of exposures as - 

∑

∑ 








=

i

2
i
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i
i

EAD

EAD
N  

where “EADi” represents the exposure-at-default associated with the ith instrument in the 
pool.   
 
1.17 A Reporting Bank shall aggregate multiple exposures to the same obligor (i.e. 
treat them as a single instrument) and, in the case of resecuritisation (securitisation of 
securitisation exposures), apply the formula to the number of securitisation exposures in 
the pool and not the number of underlying exposures in the original pools. 
 
1.18  If the portfolio share associated with the largest exposure C1 is available, a 
Reporting Bank may compute N as 1 / C1. 
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Definition of Exposure-Weighted Average LGD 
 
1.19 Subject to paragraphs 1.20 and 1.21 below, a Reporting Bank shall calculate the 
exposure-weighted average LGD as follows: 
 

∑

∑
=

i
i

i
ii

EAD

EADXLGD
LGD  

where “LGDi” represents the average LGD associated with all exposures to the ith obligor. 

 
 
1.20 In the case of resecuritisation, an LGD of 100% shall be assumed for the 
underlying securitised exposures. 
 
1.21 When default and dilution risks for purchased receivables are treated in an 
aggregate manner (e.g. a single reserve or over-collateralisation is available to cover 
losses from either source) within a securitisation, the LGDi shall be the weighted-average 
of the LGD for default risk and the 100% LGD for dilution risk (where the weights are the 
stand-alone IRBA capital requirements for default risk and dilution risk respectively). 
 
 

Simplified Method for Computing N and LGD 
 
1.22 For a securitisation involving more than 2,000 retail exposures in the underlying 
pool, a Reporting Bank shall be permitted to use h = 0 and v = 0 in the SF. 
 
1.23 If the portfolio share associated with the largest exposure, C1, is no more than 
0.03 (or 3% of the underlying pool), a Reporting Bank shall be permitted to set LGD 
equal to 0.50 and to apply the following for calculating N and the exposure-weighted 
average LGD: 
 

(a) set N equal to the following amount: 

{ }
1

1
1m

m1 0,mC1max
1m
CC

CCN
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−








−
−

+=
 

where “Cm” represents the share (in decimal form) of the pool 
corresponding to the sum of the largest ‘m’ exposures (the level of m is 
set by the Reporting Bank); or 
 

(b) if only C1 is available and this amount does not exceed 0.03, set N equal to 
the reciprocal of C1. 
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Annex 7AI 

 
CREDIT VALUATION ADJUSTMENT  
 
 
Section 1:  Overview of Calculation of CVA RWA   
 
1.1 A Reporting Bank shall calculate its CVA risk capital requirements arising from its 
OTC derivative transactions387A using one of the following methods: 
 

(a) if it has approval to use the CCR internal models method and to use the 
IMA for the specific interest rate risk of bonds388, the CVA advanced 
method set out in Section 3 of this Annex; or 

 
(b) in all other cases, the CVA standardised method set out in Section 2 of this    

Annex. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
1.2 A Reporting Bank is not required to calculate CVA risk capital requirements for 
SFTs and transactions with a central counterparty. The Authority may however require 
CVA risk capital requirements to be calculated for SFT if the Reporting Bank’s CVA loss 
exposures arising from SFT are deemed to be material. 
 
1.3 A Reporting Bank is not required to calculate CVA risk capital requirements for a 
credit derivative bought to hedge a banking book exposure where – 
 

(a) the Reporting Bank recognises the effects of CRM of the credit derivative 
on the banking book exposure; and 

 
(b) the banking book exposure itself is not subject to CVA risk capital 

requirements. 
 

The Reporting Bank shall not recognise the effects of CRM of this credit derivative for 
any other exposure. 
 

                                                 
387A A Reporting Bank shall not be required to calculate CVA risk capital requirements for defaulted 

counterparties where the loss due to default has been recognised for accounting purposes and provided 
that, as a result of the default, the OTC derivative transactions have been transformed into a simple claim 
and no longer have the characteristics of an OTC derivative. 

[MAS Notice 637 (Amendment No. 2) 2014] 
388  For exposures to certain counterparties, the Reporting Bank’s approved market risk VaR model may not 

reflect the risk of credit spread changes appropriately, because the Reporting Bank’s market risk VaR 
model does not appropriately reflect the specific risk of debt instruments issued by the counterparty. For 
such exposures, the Reporting Bank shall not be allowed to use the CVA advanced method, and shall 
calculate its CVA risk capital requirements arising from its OTC derivative transactions using the CVA 
standardised method set out in Section 2 of this Annex. The Reporting Bank shall only use the CVA 
advanced method to calculate its CVA risk capital requirements for exposures to counterparties for which 
the Reporting Bank has approval for modeling the specific risk of debt instruments. 



 
 
Monetary Authority of Singapore  188 
 

1.4  A Reporting Bank shall calculate the CVA RWA as the CVA risk capital requirement 
calculated using the CVA standardised method in accordance with Section 2 of this 
Annex or the CVA advanced method in accordance with Section 3 of this Annex, 
multiplied by 12.5. 
 
1.5 A Reporting Bank shall only include hedges used for the purpose of mitigating 
CVA risk, and managed as such389, in the calculation of the CVA risk capital requirement 
using the CVA standardised method in accordance with Section 2 of this Annex or the 
CVA advanced method in accordance with Section 3 of this Annex.390  
 
1.6 Subject to paragraph 1.6A of this Annex, a Reporting Bank shall only include the 
following as eligible hedges391 in the calculation of the CVA risk capital requirement using 
the CVA standardised method in accordance with Section 2 of this Annex or the CVA 
advanced method in accordance with Section 3 of this Annex391A: 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(a) single-name credit default swap; 
 

(b) single-name contingent credit default swap; 
 

(c) other equivalent hedging instruments referencing the counterparty directly; 
and 

 
(d) index credit default swap, only if the basis between any individual 

counterparty spread and the spreads of index credit default swap hedges are 
taken into account in the calculation of VaR under the IMA392. 

                                                 
389   For avoidance of doubt, a Reporting Bank shall only recognise hedges with external counterparties as CVA 

risk mitigants in the calculation of the CVA risk capital requirement. The Reporting Bank shall not 
recognize hedges with an internal desk within the Reporting Bank as CVA risk mitigants in the calculation 
of the CVA risk capital requirement. 

390   For example, if a credit default swap referencing an issuer is in the Reporting Bank’s inventory and that 
the issuer also happens to be an OTC derivative counterparty but the credit default swap is not managed 
as a hedge of CVA, then such a credit default swap is not eligible to offset the CVA risk capital requirement.  

391   For avoidance of doubt, a Reporting Bank shall not include all tranched or nth-to-default credit default 
swaps, including credit linked notes and first loss credit default swaps on a single entity or basket of 
entities, as eligible hedges in the calculation of the CVA risk capital requirement. The Reporting Bank shall 
consider whether in economic substance, the credit default swap protection is effectively tranched, taking 
into account all forms of arrangements between the Reporting Bank and the protection provider. If the 
Reporting Bank remains effectively exposed to a tranche of the underlying default risk by providing a 
liquidity facility or any form of credit enhancement to the protection provider, then the credit default swap 
is not an eligible hedge. The Reporting Bank shall include a single name short bond position as an eligible 
hedge only if the basis risk is taken into account in the calculation of VaR under the IMA. The Reporting 
Bank shall not include any instrument of which the associated payment depends on cross default as an 
eligible hedge. When restructuring is not included as a credit event in the credit default swap - 
(a) for the purposes of calculating the CVA risk capital requirement under the CVA advanced method, the 

credit default swap shall be recognised as in the Reporting Bank’s approved VaR model under the IMA; 
and 

(b)  for the purposes of calculating the CVA risk capital requirement under the CVA standardised method, 
the credit default swap will be recognised according to the SA(MR). 

[MAS Notice 637 (Amendment No. 2) 2014] 
391A  The Reporting Bank shall ensure that it derecognises overhedging on a single name level. 

[MAS Notice 637 (Amendment No. 2) 2014] 
392  This applies regardless of whether available spreads or proxy spreads are used.  In the case of proxy 

spreads, the Reporting Bank shall use reasonable basis time series out of a representative bucket of 
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1.6A A Reporting Bank may consider a single-name credit default swaption or an index 
credit default swaption as an equivalent hedging instrument, and therefore an eligible 
hedge, if the option contract does not contain a knock-out clause (i.e. the option 
contract is not terminated following a credit event). 
 

[MAS Notice 637 (Amendment No. 2) 
2014] 

 
1.7 A Reporting Bank shall treat other types of counterparty risk hedges, that are not 
eligible hedges in the calculation of the CVA risk capital requirement, as any other 
instrument in its inventory for regulatory capital purposes.  A Reporting Bank shall only 
remove eligible hedges that are included in the CVA risk capital requirement from its 
market risk capital requirement.   
 
1.8 A Reporting Bank shall not offset the CVA risk capital requirement against other 
instruments on its balance sheet. 
 
 
Section 2:  CVA standardised method 
 
2.1 A Reporting Bank shall calculate the CVA risk capital requirement, KCVA, using the 
following formula: 
 
 
 
 
 
where -  
 

(a) h is the one-year risk horizon (in units of a year), h = 1; 
 
(b)    𝑤𝑖  is the weight applicable to counterparty ‘i’. Counterparty ‘i’ shall be 

mapped to one of the six weights set out in Table 7AI-1 based on its credit 
quality grade393. For a counterparty which does not have an external credit 
assessment by a recognised ECAI, if a Reporting Bank has received 
approval from the Authority to adopt the IRBA pursuant to Division 4 of 
this Part, it shall map the internal rating of the counterparty to the 
appropriate credit quality grade, and in all other cases, it shall apply a 
weight of 2% to the counterparty;  

 
[MAS Notice 637 (Amendment) 2013] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

                                                                                                                                                        
similar names for which a spread is available. If the basis is not reflected to the satisfaction of the 
Authority, the Reporting Bank shall only reflect 50% of the notional amount of the index credit default 
swap hedges in the VaR. 

393  A Reporting Bank shall assign the counterparty to the credit quality grade based on the external credit 
assessment that is applicable to the counterparty in accordance with Table 7R-1 of Annex 7R of this Part.  

 

𝐾𝐶𝐶𝑀 = 2.33 × √ℎ × ���0.5 × 𝑤𝑖 × �𝑀𝑖 × 𝐸𝐸𝐸𝑖𝑎𝐶𝑎𝑎𝑐 − 𝑀𝑖
ℎ𝑎𝐻𝑎𝑎 × 𝐵𝑖� −�𝑤𝑖𝐶𝐻 × 𝑀𝑖𝐶𝐻 × 𝐵𝑖𝐶𝐻

𝑖𝐶𝐻𝑖

�
2

+ �0.75 × 𝑤𝑖2 × �𝑀𝑖 × 𝐸𝐸𝐸𝑖𝑎𝐶𝑎𝑎𝑐 − 𝑀𝑖
ℎ𝑎𝐻𝑎𝑎 × 𝐵𝑖�

2
 

𝑖
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(c) 𝐸𝐸𝐸𝑖𝑎𝐶𝑎𝑎𝑐  is the E or EAD, whichever is applicable, of counterparty ‘i’ 
(summed across its netting sets), including the effect of collateral and 
netting, as per the applicable rules set out in Annex 7O, Annex 7P or 
Annex 7Q, with the following adjustments – 

 
(i) the effect of any credit protection that the Reporting Bank intends 

to include as an eligible hedge shall be excluded; and 
 
(ii) the reduction of E or EAD, whichever is applicable, by incurred 

CVA losses, as set out in paragraphs 7.2.20A and 7.2.32A of Part 
VII, shall not apply. 

 
For a Reporting Bank using the current exposure method or CCR 
standardised method SA-CCR, the exposure shall be discounted by 
applying the factor (1-exp(-0.05*𝑀𝑖 ))/(0.05*𝑀𝑖 ). For a Reporting Bank 
using the CCR internal models method, no such discount shall be applied 
as the discount factor is already included in 𝑀𝑖; 

 
(d) 𝐵𝑖  is the notional of purchased single name credit default swap hedges 

(summed if more than one position) referencing counterparty ‘i’, and used 
to hedge CVA risk393A. This notional amount shall be discounted by 
applying the factor (1-exp(-0.05*𝑀𝑖

ℎ𝑎𝐻𝑎𝑎))/(0.05* 𝑀𝑖
ℎ𝑎𝐻𝑎𝑎); 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(e)    𝐵𝑖𝐶𝐻  is the full notional of one or more index credit default swap of 

purchased protection, used to hedge CVA risk393B. This notional amount 
shall be discounted by applying the factor (1-exp(-0.05*𝑀𝑖𝐶𝐻 ))/(0.05* 
𝑀𝑖𝐶𝐻); 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(f)     𝑤𝑖𝐶𝐻 is the weight applicable to index hedges. A Reporting Bank shall map 
indices to one of the six weights set out in Table 7AI-1 based on the 
average spread of index ‘ind’393C; 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
(g) 𝑀𝑖  is the effective maturity of the transactions with counterparty ‘i’. For a 

Reporting Bank using the CCR internal models method, 𝑀𝑖  shall be 
                                                 
393A In the case where the eligible hedge is a single-name credit default swaption, a Reporting Bank shall 

reflect the moneyness of the credit default swaption in the formula set out in paragraph 2.1 of this Annex. 
For this purpose, 𝐵𝑖 shall be the delta-weighted notional of the single-name credit default swaption. 

[MAS Notice 637 (Amendment No. 2) 2014] 
393B In the case where the eligible hedge is an index credit default swaption, a Reporting Bank shall reflect the 

moneyness of the credit default swaption in the formula set out in paragraph 2.1 of this Annex. For this 
purpose, 𝐵𝑖𝐶𝐻 shall be the delta-weighted notional of the index credit default swaption. 

[MAS Notice 637 (Amendment No. 2) 2014] 
393C The Reporting Bank shall first determine the weight applicable to each constituent of the index in 

accordance with paragraph 2.1(b) of this Annex, and then compute the weighted average of the weights 
applicable to the constituents, where the weighting used for the weighted average is the proportion of the 
index that each constituent represents. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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calculated as per paragraph 3.1 of Annex 7Z. For a Reporting Bank using 
the current exposure method or CCR standardised method SA-CCR, 
𝑀𝑖  shall be calculated as per paragraph 2.1 of Annex 7Z394, except that the 
five year limit on M set out in paragraph 1.1(a) of Annex 7Z shall not apply; 

 
(h)   𝑀𝑖

ℎ𝑎𝐻𝑎𝑎  is the maturity of the hedge instrument with notional 𝐵𝑖  (the 
quantities 𝑀𝑖

ℎ𝑎𝐻𝑎𝑎 ×  𝐵𝑖 shall be summed if these are several positions); and 
 
(i)    𝑀𝑖𝐶𝐻   is the maturity of the index hedge ‘ind’ with notional 𝐵𝑖𝐶𝐻  (the 

quantities 𝑀𝑖𝐶𝐻 × 𝐵𝑖𝐶𝐻 shall be summed if these are several positions). 
 
For any counterparty that is also a constituent of an index on which a credit default swap 
is used for hedging counterparty credit risk, the notional amount attributable to that 
single name (as per its reference entity weight) may, with supervisory approval, be 
subtracted from the index credit default swap notional amount and treated as a single 
name hedge (𝐵𝑖) of the individual counterparty with maturity based on the maturity of 
the index. 
 
For an eligible hedge of a Reporting Bank recognised in the CVA risk capital requirement 
calculated pursuant to paragraph 2.1, the Reporting Bank shall include the CVA risk to 
the protection provider for the eligible hedge. 
 
Table 7AI-1 – Counterparty Credit Rating and Weight 𝒘𝒊 /𝒘𝒊𝒊𝒊  

Credit Quality Grade Weight 𝐰𝐢 /𝐰𝐢𝐢𝐢  
1 0.7% 
2 0.8% 
3 1.0% 
4 2.0% 
5 3.0% 
6 10.0% 

 
2.2 For the purpose of paragraph 2.1, in the case where a Reporting Bank bought 
credit protection to hedge a counterparty credit risk exposure that is subject to the CVA 
risk capital requirement and recognises the effects of CRM of the credit protection on the 
exposure, the Reporting Bank shall – 
 

(a) deduct the protected amount of the credit protection multiplied by the 
residual maturity of the credit protection, from the 𝑀𝑖 ∗ 𝐸𝐸𝐸𝑖  of the 
counterparty whose counterparty credit risk is being hedged; and 

 
(b) add the protected amount of the credit protection multiplied by the 

residual maturity of the credit protection, to the 𝑀𝑖 ∗ 𝐸𝐸𝐸𝑖 of the protection 
provider. 

 
                                                 
394 The Reporting Bank shall determine the effective maturity 𝑀𝑖  separately for each netting set, if there is more 

than one netting set to the same counterparty. Where 𝑀𝑖 of a netting set is less than one year, 𝑀𝑖 shall be 
set at one year. The Reporting Bank shall discount E or EAD, whichever is applicable, of each netting set 
according to its individual maturity and sum the product of 𝑀𝑖  and 𝐸𝐸𝐸𝑖 for each counterparty. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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Section 3:  CVA advanced method  
 
3.1 A Reporting Bank, regardless of the accounting valuation method used for 
determining CVA, shall calculate the CVA risk capital requirement for each OTC 
derivative counterparty based on the following formula: 
 

𝑅𝑉𝐸 =  (𝐿𝐿𝐸𝑀𝑀𝑇)�𝑀𝑎𝑚 �0; 𝑚−
𝑎𝑖−1𝑎𝑖−1
𝐿𝐿𝐿𝑀𝑀𝑀 − 𝑚−

𝑎𝑖𝑎𝑖
𝐿𝐿𝐿𝑀𝑀𝑀�

𝑇

𝑖=1

�
𝐸𝐸𝑖−1𝐸𝑖−1 + 𝐸𝐸𝑖𝐸𝑖

2
� 

 
[MAS Notice 637 (Amendment) 2013] 

where –  
 

(a) 𝑚𝑖  is the time of the i-th revaluation time bucket, starting from 𝑚0 = 0; 
 

(b) 𝑚𝑇  is the longest contractual maturity across the netting sets with the 
counterparty; 
 

(c) 𝑠𝑖  is the credit spread of the counterparty at tenor 𝑚𝑖 , using the credit 
default swap spread of the counterparty, or where such a credit default 
swap spread is unavailable, a proxy spread that is appropriate based on 
the rating, industry and region of the counterparty395; 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(d) 𝐿𝐿𝐸𝑀𝑀𝑇 is the loss given default of the counterparty, based on the spread 
of a market instrument of the counterparty, or where such a market 
instrument is unavailable, a proxy spread that is appropriate based on the 
rating, industry and region of the counterparty396; 
 

(e) 𝐸𝐸𝑖 is the expected exposure to the counterparty at revaluation time 𝑚𝑖, as 
per the applicable rules set out in Annex 7Q, including the effect of 
collateral and netting but excluding the effect of any credit protection that 
the Reporting Bank intends to include as an eligible hedge, where 
exposures of different netting sets for such counterparty are added, and 
where the longest maturity of each netting set is given by the longest 
contractual maturity inside the netting set397: and 

                                                 
395  The Reporting Bank shall employ a methodology for determining the proxy that is consistent with the 

methodology applied under the IMA for specific interest rate risk. 
396   𝐿𝐿𝐸𝑀𝑀𝑇 is a market assessment and is different from the LGD used under the IRBA, which are internal 

estimates. In cases where netting set of OTC derivatives has a different seniority than those OTC 
derivative instruments that trade in the market from which 𝐿𝐿𝐸𝑀𝑀𝑇 is inferred, the Reporting Bank may 
adjust 𝐿𝐿𝐸𝑀𝑀𝑇   to reflect this difference in seniority. Risk mitigants or experience specific to the firm shall 
not be considered in the calculation of this adjustment.  A Reporting Bank may also use market 
information on fixed recovery rate for credit default swap pricing purposes for the purposes of 𝐿𝐿𝐸𝑀𝑀𝑇 in 
the absence of other information. 

[MAS Notice 637 (Amendment No. 2) 2014] 
397  A Reporting Bank with approval to use the CCR internal models method for the majority of their businesses, 

but which uses the current exposure method or the CCR standardised method SA-CCR for certain smaller 
portfolios, and which has the approval to use the IMA for the specific interest rate risk of bonds, shall 
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(f) 𝐸𝑖 is the default risk-free discount factor at time 𝑚𝑖, where 𝐸0 = 1. 

  
3.2 [This paragraph has been intentionally left blank.] For the purpose of paragraph 
3.1, a Reporting Bank using the shortcut method for margined trades and collateralised 
OTC derivatives shall assume a constant EE profile where EE is set equal to the effective 
EPE of the shortcut method for a maturity equal to the maximum of: (a) half the longest 
maturity occurring in the netting set; and (b) the notional weighted average maturity of 
all transactions inside the netting set. 
 
3.3 For the purpose of paragraph 3.1, in the case where a Reporting Bank bought 
credit protection to hedge a counterparty credit risk exposure that is subject to the CVA 
risk capital requirement and recognises the effects of CRM of the credit protection on the 
exposure398, the Reporting Bank shall – 
 

(a) reduce EEi to the counterparty on which the protection was bought, by the 
protected amount; and 

 
(b) increase EEi to the protection provider, by the amount of protection sold. 

 
3.4 A Reporting Bank shall use the formula set out in paragraph 3.1 as the basis for 
inputs into the Reporting Bank’s approved VaR model for bonds under the IMA to 
calculate its CVA risk capital requirement for a counterparty.  The approved VAR model 
shall model the impact of changes in the counterparties’ credit spreads on the CVAs of all 
OTC derivative counterparties, together with eligible hedges according to paragraphs 1.5 
and 1.6398A. The approved VAR model  shall be restricted to changes in the 
counterparties’ credit spreads and shall not model the sensitivity of CVA to changes in 
other market factors, such as changes in the value of the reference asset, commodity, 
currency or interest rate of a derivative.  The CVA risk capital requirement shall consist 
of both general and specific credit spread risks, including stressed VaR but excluding the 
IRC. Examples of the application of the CVA formula are set out in Table 7AI-2 below. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
3.5 A Reporting Bank shall calculate VaR, in accordance with the quantitative 
standards set out in Sub-division 9 of Division 3 of Part VIII as the sum of –  
 

                                                                                                                                                        
calculate the CVA risk capital requirement for such netting sets in accordance with this Section, unless the 
Authority decides that the CVA standardised method set out in Section 2 of this Annex should apply for 
these portfolios. The Reporting Bank shall calculate the CVA risk capital requirement for such netting sets 
under the CVA advanced method by assuming a constant EE profile, where EE is set equal to the E or EAD, 
whichever is applicable, as computed under the current exposure method or the CCR standardised method 
SA-CCR for a maturity equal to the maximum of (i) half of the longest maturity occurring in the netting set; 
and (ii) the notional weighted average maturity of all transactions inside the netting set. The same 
approach applies where the CCR internal models method does not produce an EE profile.  

398  A Reporting Bank shall recognise the effect of CRM of the credit protection only where 𝑚𝑖 is smaller than the 
maturity of the credit protection.   

398A  Where a Reporting Bank includes a single-name credit default swaption or an index credit default swaption 
as an eligible hedge under paragraph 1.6A of this Annex, the Reporting Bank shall properly capture the 
non-linear risk of credit default swaptions in the Reporting Bank’s approved VaR model for the purposes of 
calculating the CVA risk capital requirement. 

[MAS Notice 637 (Amendment No. 2) 2014] 
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(a) non-stressed VaR, using current parameter calibrations for EE; and 
 

(b) stressed VaR, using future counterparty EE profiles (according to the 
stressed exposure parameter calibration as set out in paragraph 8.18A of 
Annex 7Q of this Part), and the most severe one-year stress period 
contained within the three-year stress period used for the exposure 
parameters as the period of stress for credit spread parameters399. 

 
 
Table 7AI-2: Examples of application of the CVA formula 

Basis of approved 
VaR Model under the 

IMA 

Application of CVA formula400 
 

Full repricing Direct use of formula as in Paragraph 3.1 of this Annex 
Credit spread 

sensitivities for specific 
tenors 

Each credit spread sensitivity shall be based on the following 
formulas: 
 
For 𝑚 < 𝑇: 
 

𝑅𝑆01𝑖 = 0.0001𝑚𝑖𝑚
�− 𝑎𝑖𝑎𝑖
𝐿𝐿𝐿𝑀𝑀𝑀

� �
𝐸𝐸𝑖−1𝐸𝑖−1 − 𝐸𝐸𝑖+1𝐸𝑖+1

2
� 

 
For 𝑚 = 𝑇: 
 

𝑅𝑆01𝑇 = 0.0001𝑚𝑇𝑚
�− 𝑎𝑀𝑎𝑀
𝐿𝐿𝐿𝑀𝑀𝑀

� �
𝐸𝐸𝑇−1𝐸𝑇−1 + 𝐸𝐸𝑇𝐸𝑇

2
� 

 
Credit spread 

sensitivities to parallel 
shifts in credit spreads 

 

𝑅𝑆01 =  0.0001��𝑚𝑖𝑚
− 𝑎𝑖𝑎𝑖
𝐿𝐿𝐿𝑀𝑀𝑀 − 𝑚𝑖−1𝑚

−𝑎𝑖−1𝑎𝑖−1𝐿𝐿𝐿𝑀𝑀𝑀�
𝑇

𝑖=1

�
𝐸𝐸𝑖−1𝐸𝑖−1 + 𝐸𝐸𝑖𝐸𝑖

2
� 

 
Second-order 

sensitivities to shifts in 
credit spreads 

Spread gamma shall be calculated based on the formula as in 
Paragraph 3.1 of this Annex 

 
 
  

                                                 
399  The three-times multiplier inherent in the calculation of a bond VaR and a stressed VaR will apply to these 

calculations.   
400  For a Reporting Bank using full repricing-based models, the Reporting Bank shall use credit spreads that 

are based on the relevant stress scenarios in the CVA formula. For a Reporting Bank using sensitivities-
based models, the Reporting Bank shall use credit spreads that are as at valuation date in the CVA formula.  
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Annex 7AJ 
 
EXPOSURES TO CENTRAL COUNTERPARTIES 
 
Section 1: Overview 
 
1.1 A Reporting Bank shall include exposures to CCPs arising from the following 
transactions401 in the calculation of its CCP RWA -  
  

(a) OTC derivative transactions; 
 
(b) exchange-traded derivative transactions;  

 
(c) SFTs.; and 

 
(c)(d) Long settlement transactions. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
Where the clearing member-to-client leg of an exchange-traded derivative transaction is 
conducted under a bilateral agreement, a Reporting Bank shall, whether it is a clearing 
member or a client in the transaction, capitalise that transaction as an OTC derivative 
transaction in accordance with Subdivision 3 or Subdivision 4 of Division 1 of this Part 
VII and calculate CVA RWA for such exposures in accordance with Annex 7AI of this 
Part401AA. 
 
1.2 Where a Reporting Bank applies paragraph 1.3 of this Annex for calculating CCP 
RWA for exposures to a qualifying CCP, the Reporting Bank shall ensure that the CCP 
meets the following requirements in order to be treated as a qualifying CCP401A: 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(a) the CCP holds a licence to operate as a CCP (including a licence granted 
by way of confirming an exemption), and is permitted by a financial 
services regulatory authority to operate as a CCP with respect to the 
products it offers.;   

 
(b) the CCP is based and subject to prudential standards and supervision  in 

a jurisdiction where the financial services regulatory authority has 
established, and publicly indicated that the financial services regulatory 

                                                 
401 For the avoidance of doubt, exposures arising from the settlement of cash transactions, such as equity, 

fixed income, spot foreign exchange or spot commodity transactions shall not be included in the 
calculation of the CCP RWA. The Reporting Bank shall apply a 0% risk weight to its contributions to pre-
funded default funds covering settlement-risk-only products. 

401AA A Reporting Bank shall apply the treatment set out in paragraph 2.14 of this Annex to transactions 
between both lower level clients and higher level clients in a multi-level structure.  

401A  A Reporting Bank shall treat exposures to a CCP in accordance to the status of the CCP (i.e. whether the 
CCP is a qualifying CCP) provided through a public statement by the financial services regulatory authority 
supervising the CCP. Otherwise, the Reporting Bank shall determine whether a CCP will be treated as 
qualifying CCP based on the criteria set out in paragraph 1.2 of this Annex. [This footnote has been 
intentionally left blank.]   

[MAS Notice 637 (Amendment No. 2) 2014] 
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authority applies to the CCP on an ongoing basis, domestic rules and 
regulations that are consistent with the CPSS-IOSCO Principles for 
Financial Market Infrastructures401B; and 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

(c) the terms defined in paragraphs 3.6 to 3.11 9 of this Annex relating to 
the calculation of the capital requirement for default fund exposures are 
made available or calculated in accordance with the requirements in 
paragraph 3.2 of this Annex.  

 
1.3 For exposures to a qualifying CCP, a Reporting Bank shall calculate the CCP RWA 
for exposures to the CCP as the sum of –  
 

(a) RWA for CCP trade exposures calculated in accordance with Section 2 of 
this Annex; and 

 
(b) RWA for default fund exposures, calculated as the capital requirement 

calculated in accordance with paragraph 3.5 to 3.119 of this Annex, 
multiplied by 12.5., or calculated in accordance with paragraph 3.12. 

   
1.4 Where a Reporting Bank’s CCP RWA, calculated in accordance with paragraph 1.3 
of this Annex, for trade exposures and default fund contribution to a qualifying CCP is 
higher than the CCP RWA, calculated in accordance with paragraph 1.6 of this Annex, 
that would apply if the CCP is a non-qualifying CCP, the Reporting Bank shall calculate its 
CCP RWA for trade exposures and default fund contribution to the qualifying CCP in 
accordance with paragraph 1.6 of this Annex.   
 
1.5 The Authority shall have the discretion to determine if a Reporting Bank shall be 
required to hold more than the CCP RWA calculated in accordance with paragraph 1.3 of 
this Annex, under Part X402.   
 
1.65 For exposures to a CCP which is not a qualifying CCP, a Reporting Bank shall 
calculate the CCP RWA for exposures to the CCP as the sum of –  
 

(a) RWA for CCP trade exposures calculated by applying the steps set out in 
Subdivision 3 of Division 1 of this Part VII403; and  

 

                                                 
401B Where the financial services regulatory authority of a jurisdiction where a CCP is based has not yet 

implemented the CPSS-IOSCO Principles for Financial Market Infrastructures, a Reporting Bank shall 
determine whether a CCP subject to such a financial services regulatory authority’s jurisdiction is 
qualifying on the basis of the criteria set out in paragraph 1.2 of this Annex. An important consideration for 
this purpose is whether a CCP is subject to domestic rules and regulations that are consistent with the 
CPSS-IOSCO Principles for Financial Market Infrastructures. The Reporting Bank shall provide the Authority 
with its evaluation of the relevant criteria upon request. [This footnote has been intentionally left blank.] 

[MAS Notice 637 (Amendment No. 2) 2014] 
402  This might be appropriate where, for example, an external assessment such as a Financial Sector 

Assessment Program by the International Monetary Fund and World Bank has found material shortcomings 
in the CCP or the regulation of CCPs, and the CCP or the financial services regulatory authority supervising 
the CCP has not since publicly addressed the issues identified. 

403  For avoidance of doubt, the RWA for such CCP trade exposures shall not be included within the SA(CR) 
RWA of the Reporting Bank. 
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(b) 1250% of default fund exposures, including all pre-funded contributions 
and unfunded404 contributions which are liable to be paid by the 
Reporting Bank should the CCP so require.    

 
1.76 For exposures to a CCP which operates in a jurisdiction that does not have a 
financial services regulatory authority applying the CPSS-IOSCO Principles for Financial 
Market Infrastructures, a Reporting Bank shall calculate the CCP RWA for exposures to 
the CCP in accordance with paragraph 1.65 of this Annex, unless the Authority 
determines otherwise. 
 
1.87 Where a CCP (for which CCP RWA had been calculated in accordance with 
paragraph 1.3) ceases to meet the requirements to be treated as a qualifying CCP set 
out in paragraph 1.2 of this Annex, a Reporting Bank shall, within three months of the 
CCP ceasing to meet the requirements to be treated as a qualifying CCP set out in 
paragraph 1.2 of this Annex, calculate the CCP RWA for exposures to the CCP in 
accordance with paragraph 1.3 of this Annex, unless the Authority requires otherwise.  
After the three months, the Reporting Bank shall calculate the CCP RWA for exposures to 
the CCP in accordance with paragraph 1.65 of this Annex. 
 
1.98 Notwithstanding paragraphs 1.2, 1.3 and 1.65 of this Annex and regardless of 
whether a CCP is treated as a qualifying CCP, a Reporting Bank shall ensure that it 
maintains adequate capital for its exposures to a CCP and shall consider as part of its 
ICAAP under Part X if it should hold capital in excess of the requirements set out in 
paragraphs 1.3 and 1.5 of this Annex if, for example, its transactions with the CCP give 
rise to exposures that pose higher risks or where, given the context of that Reporting 
Bank’s dealings with the CCP, it is unclear that the CCP meets the requirements specified 
in paragraph 1.2 of this Annex.  
 
1.109 Where a Reporting Bank acts as a clearing member of a CCP, it shall assess 
through appropriate scenario analysis and stress testing whether the level of capital held 
against exposures to a CCP adequately addresses the inherent risks of those transactions.  
The Reporting Bank shall include, in the assessment, potential future or contingent 
exposures resulting from future drawings on default fund commitments, and from 
secondary commitments to take over or replace offsetting transactions from clients of 
another clearing member in case of that clearing member defaulting or becoming 
insolvent. 
 
1.110 A Reporting Bank shall monitor and report to senior management and the 
appropriate committee of the Board of the Reporting Bank on a regular basis all its 
exposures to CCPs, including exposures arising from trading through a CCP and 
exposures arising from CCP membership obligations, such as default fund contributions. 
 
 
Section 2: CCP Trade Exposures 
  
 Exposures to a CCP where a Reporting Bank is a Clearing Member 

                                                 
404  Where there is unlimited liability for unfunded contributions (i.e. unlimited binding commitments) of the 

Reporting Bank to the default fund of any CCP, the amount of unfunded commitments to which the 1250% 
risk weight should apply shall be determined by the Authority under Part X.  
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2.1 Where a Reporting Bank acts as a clearing member of a CCP for its own purposes, 
the Reporting Bank shall calculate its RWA for CCP trade exposures as 2% of E or EAD, 
whichever is applicable, of the Reporting Bank’s CCP trade exposures to the CCP.  Where 
a Reporting Bank which acts as a clearing member of a CCP offers clearing services to 
clients, the Reporting Bank shall calculate its RWA for CCP trade exposures as 2% of E or 
EAD, whichever is applicable, of the Reporting Bank’s CCP trade exposures to the CCP, 
that arises when the Reporting Bank is obligated to reimburse the client for any losses 
due to changes in the value of its transactions in the event that the CCP defaults. The 
Reporting Bank shall calculate its RWA for collateral posted to the CCP in accordance 
with paragraphs 2.8 to 2.13 of this Annex.  
 
2.2 A Reporting Bank shall calculate E or EAD, whichever is applicable, of the CCP 
trade exposures in accordance with Subdivision 6, 7 or 8, whichever is applicable, of 
Division 2 of this Part VII, including the provisions for calculating the effects of CRM for 
collateralised transactions.  A Reporting Bank shall apply the method for calculating E or 
EAD, whichever is applicable, of CCP trade exposures consistently as that applied for the 
Reporting Bank’s measurement of its other pre-settlement counterparty exposures. A 
Reporting Bank may take margining into account where it is permitted under the 
applicable method for calculating E or EAD404A. 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
2.3 Notwithstanding paragraph 2.2 of this Annex, for a Reporting Bank calculating E 
or EAD, whichever is applicable, using the CCR internal models method, the 20-day floor 
for the margin period of risk and the minimum holding period for a netting set where the 
number of trades exceeds 5,000 at any point during a quarter, as set out in paragraph 
6.5 of Annex 7Q of this Part and Table 7J-2 of Annex 7J of this Part, shall not apply if 
there are no disputed trades within the netting set and the netting set does not contain 
any illiquid collateral or exotic trades.404B, 404C 

 
2.4 Where the settlement of transactions is legally enforceable on a net basis in an 
event of default, regardless of whether the counterparty is insolvent or bankrupt, a 
Reporting Bank may calculate the total replacement cost of all contracts relevant to the 
calculation of E or EAD, whichever is applicable, of CCP trade exposures as a net 
replacement cost if the applicable close-out netting sets meet the requirements set out 
in Annex 7N of this Part405,406.  If the Reporting Bank is not able to ensure that the 

                                                 
404A  Where a Reporting Bank provides clearing services to clients and passes collateral collected from a client to 

the CCP for trades cleared through a CCP, the Reporting Bank may recognise the effects of CRM for such 
collateral in both capitalisation of exposures to the client and the capitalisation of exposures to the CCP. 
Where the Reporting Bank is part of a multi-level client structure, the same treatment for such collateral 
shall apply to transactions between both lower level clients and higher level clients. For the avoidance of 
doubt, a Reporting Bank may, in calculating E or EAD of the collateralised transactions with their clients, 
recognise the effects of CRM of the initial margin posted by their clients. 

[MAS Notice 637 (Amendment No. 2) 2014] 
404B In all cases, a minimum margin period of risk of 10 business days shall apply to the calculation of RWA for 

trade exposures to CCPs for OTC derivative transactions.  
404C Where CCPs retain variation margin against certain trades and collateral posted by a clearing member is 

not protected against the insolvency of the CCP, the minimum time risk horizon applied to banks’ trade 
exposures on such trades shall be the lesser of one year and the remaining maturity of the transaction, 
subject to a floor of 10 business days. 

405  For the purposes of this Annex, the treatment of netting shall also apply to exchange-traded derivative 
transactions. [This footnote has been intentionally left blank.] 
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netting agreements meet these requirements, the Reporting Bank shall regard each 
single transaction as a netting set of its own for the calculation of CCP trade exposures. 
 
 Exposures to a CCP where a Reporting Bank is a Client of a Clearing Member 

2.5 Where a Reporting Bank is a client of a clearing member or a lower level client in 
a multi-level client structure406A, and enters into a transaction with the clearing member 
or a higher level client acting as a financial intermediary (i.e. the clearing member or 
higher level client completes an offsetting transaction with a CCP or clearing member) or 
enters into a transaction with a CCP with a clearing member or higher level client 
guaranteeing the performance of the Reporting Bank, the Reporting Bank shall treat the 
exposure arising from the transaction as a CCP trade exposure and calculate the RWA for 
such CCP trade exposures in accordance with paragraphs 2.1 to 2.4 of this Annex if the 
following conditions are met: 
 

(a) the offsetting transactions are identified by the CCP as client transactions 
and collateral to support them is held by the CCP or the clearing member 
or both, as applicable, under arrangements407 that prevent any losses to 
the Reporting Bank due to –  

 
(i) the default or insolvency of the clearing member; 

 
(ii) the default or insolvency of the clearing member’s other clients; and 

 
(iii) the joint default or insolvency of the clearing member and any of its 

other clients408; and  
                                                                                                                                                        
406  For the purposes of this Annex, the treatment of netting shall include any netting agreement that provides 

legally enforceable rights of set-off. This takes into account that for netting agreements employed by CCPs, 
no standardisation has currently emerged that would be comparable to level of standardisation with 
respect to netting agreements for bilateral trading of OTC derivative transactions.  

406A The Reporting Bank shall apply the capital treatment in paragraph 2.5 of this Annex in a multi-level client 
structure where the Reporting Bank is a lower level client, subject to the requirement that the conditions 
set out in paragraphs 2.5 (a) and (b) of this Annex are met by all the client levels in-between the 
Reporting Bank and the higher level client or clearing member. 

407 The Reporting Bank shall be able to provide to the Authorityconduct a sufficient legal review, undertake 
such further review as necessary to ensure continuing enforceability, and have a well-founded basis to 
conclude that, if requested, an independent, written and reasoned legal opinion that concludes that, in the 
event of legal challenge, the relevant courts and administrative authorities would find that the 
arrangements set out in paragraph 2.5(a) of this Annex would be legal, valid, binding and enforceable 
Reporting Bank would bear no losses on account of the insolvency of an intermediary clearing member or 
any of other clients of such intermediary under the following under the relevant laws of the relevant 
jurisdictions.: 
(i) the law of the jurisdiction(s) of the Reporting Bank, clearing member and CCP; 
(ii) if the foreign branch of the Reporting Bank, clearing member or CCP are involved, then also under the 

law of the jurisdiction(s) in which the branch(es) are located; 
(iii) the law that governs the individual transactions and collateral; and 
(iv) the law that governs any contract or agreement necessary to meet the condition set out in paragraph 

2.5(a). 
408   That is, upon the insolvency of the clearing member, there is no legal impediment (other than the need to 

obtain a court order to which the Reporting Bank, as a client of the clearing member, is entitled) to the 
transfer of the collateral belonging to clients of a defaulting clearing member to the CCP, to one or more 
other surviving clearing members or to the Reporting Bank or the Reporting Bank’s nominee. The 
Reporting Bank should consult the Authority to determine if this is achieved based on particular facts. The 
Authority intends to consult and communicate with other financial services regulatory authorities via the 
“frequently asked questions” process of the Basel Committee on Banking Supervision to ensure 
consistency.  
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(b) relevant laws, regulation, rules, contractual, or administrative 

arrangements – 
 
(i) provide that the offsetting transactions with the defaulted or insolvent 
clearing member are highly likely408A to continue to be indirectly 
transacted through the CCP, or by the CCP, should the clearing member 
default or become insolvent; and  
  
(ii) allow for the Reporting Bank’s positions and collateral placed with the 
CCP to be transferred at market value unless the Reporting Bank 
requests to close out at market value. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

2.6 Notwithstanding paragraph 2.5 of this Annex above, where a Reporting Bank is a 
client of a clearing member or lower level client in a multi-level client structure, the 
Reporting Bank shall calculate the RWA for CCP trade exposures to the clearing member 
or to the higher level client as 4% of E or EAD, whichever is applicable, of the CCP trade 
exposures calculated in accordance with paragraphs 2.2 to 2.4 of this Annex if all 
conditions set out in paragraph 2.5 of this Annex, other than paragraph 2.5(a)(iii) of this 
Annex, are met.  

 
2.7 Where a Reporting Bank is a client of a clearing member or lower level client in a 
multi-level client structure and the conditions set out in paragraphs 2.5 or 2.6 of this 
Annex are not met, a the Reporting Bank shall capitalise its exposure to the clearing 
member or to the higher level client as a bilateral trade and shall calculate the RWA for 
such exposures in accordance with Subdivision 3 or Subdivision 4 of Division 1 of this 
Part VII and calculate CVA RWA for such exposures in accordance with Annex 7AI of this 
Part. 
 

Treatment of Collateral Posted 
2.8 Where a Reporting Bank acts as a clearing member of a CCP, the Reporting Bank 
shall not be subject to a capital requirement for counterparty credit risk to a custodian 
for collateral409 posted by the Reporting Bank that is held by a custodian410 and is 
bankruptcy remote from the CCP. 
 

                                                 
408A  Where there is a clear precedent for transactions being ported to another clearing member at a CCP and 

industry intent for this practice to continue, the Reporting Bank may consider these factors when assessing 
if trades are highly likely to be ported. The Reporting Bank shall not base a determination that the criteria 
in paragraph 2.5(b) of this Annex is met solely on the absence of any prohibition of the porting of client 
trades in documentation provided by the CCP.  

[MAS Notice 637 (Amendment No. 2) 2014] 
409  Collateral may include cash, securities, other pledged assets, and excess initial or variation margin (or 

overcollateralisaation). 
410  Custodian may include a trustee, agent, pledgee, secured creditor or any other person that holds property 

in a way that does not give such person a beneficial interest in such property and will not result in such 
property being subject to legally-enforceable claims by the creditors of such persons, or to a court-ordered 
stay of the return of such property, should such person become insolvent or bankrupt. 
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2.9 Where a Reporting Bank acts as a clearing member of a CCP, and posts collateral 
with the CCP that meets the definition of CCP trade exposure411, is held at the CCP and 
is not held in a bankruptcy remote manner, the Reporting Bank shall calculate the CCP 
RWA for such CCP trade exposures as 2% of E or EAD, whichever is applicable, of the 
collateral posted411A.  
 
2.10 Where a Reporting Bank posts collateral as a client of a clearing member of a CCP 
and the collateral is held by a custodian and is bankruptcy remote from the CCP, the 
clearing member and other clients, the Reporting Bank shall not be subject to a capital 
requirement for counterparty credit risk for the collateral posted.  
 
2.11 Where a Reporting Bank posts collateral as a client of a clearing member of the 
CCP and the collateral is held at the CCP on the Reporting Bank’s behalf and is not held 
on a bankruptcy remote basis, the Reporting Bank shall calculate the RWA for such CCP 
trade exposures as – 
 

(a) 2% of E or EAD, whichever is applicable, of the collateral posted if the 
conditions set out in paragraph 2.5 of this Annex are met; or  

 
(b) 4% of E or EAD, whichever is applicable, of the collateral posted if all 

conditions set out in paragraph 2.5 of this Annex, other than paragraph 
2.5(a)(iii) of this Annex, are met. 

 
2.12 Where a Reporting Bank posts collateral as a client of a clearing member of the 
CCP and the collateral is held at the clearing member and is not held on a bankruptcy 
remote basis, a Reporting Bank shall calculate the CCP RWA for such exposures to the 
clearing member by applying the steps set out in Subdivision 3 or Subdivision 4 of 
Division 1 of this Part VII412 based on the creditworthiness of the clearing member, to 
recognise credit risk based upon the collateral being exposed to risk of loss. 
 
2.13 Notwithstanding paragraphs 2.8 to 2.12 of this Annex, for any asset posted as 
collateral by a Reporting Bank under paragraphs 2.8 to 2.12 of this Annex, the Reporting 
Bank shall apply the appropriate capital treatment that applies to such asset under this 
Notice412A.  

                                                 
411   Where a Reporting Bank posts collateral with a CCP that does not meet the definition of CCP trade 

exposure or the definition of default fund, the Reporting Bank shall include such exposure to the CCP in 
the calculation of SA(CR) RWA or IRBA RWA, whichever is applicable, and shall calculate the RWA for such 
exposures to the CCP in accordance with Subdivision 3 or Subdivision 4 of Division 1 of this Part VII based 
on the creditworthiness of the CCP. 

411A Where a Reporting Bank uses the SA-CCR to calculate E or EAD, whichever is applicable, for pre-settlement 
counterparty exposures, collateral posted by the Reporting Bank that is not held in a bankruptcy remote 
manner must be accounted for in the NICA term in accordance with Annex 7O.  

412 For the avoidance of doubt, the RWA for such CCP trade exposures shall not be included within the SA(CR) 
RWA or IRBA RWA of the Reporting Bank. 

412A For the avoidance of doubt, a Reporting Bank shall treat the collateral as if it had not been posted to the 
CCP under Part VII or Part VIII. In addition, posted collateral shall be subject to paragraphs 2.8 to 2.12 of 
this Annex, regardless of whether it is a banking or trading book exposure. The Reporting Bank shall apply 
the haircut denoted by HE or Hs set out in paragraphs 1.1 to 1.3 in Annex 7J based on the standardised 
supervisory haircuts or own estimates haircuts set out in Annex 7J to the measurement of E or EAD for 
such posted collateral, for the purpose of paragraphs 2.8 to 2.12 of this Annex.  For the avoidance of 
doubt, the Reporting Bank shall not apply the haircuts denoted by HC and HFX in Annex 7J to reduce the 
measurement of E or EAD for such posted collateral for the purpose of paragraphs 2.8 to 2.12 of this 
Annex.    
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[MAS Notice 637 (Amendment No. 2) 2014] 

 
 Clearing Member Exposures to Clients 

2.14 For the avoidance of doubt, a Reporting Bank that is a clearing member of a CCP 
shall capitalise its exposures to clients in accordance with Subdivision 3 or Subdivision 4 
of Division 1 of this Part VII and calculate CVA RWA for such exposures in accordance 
with Annex 7AI of this Part, regardless of whether the Reporting Bank guarantees the 
trade or acts as a financial intermediary between its client and a CCP. To recognise the 
shorter close-out period for cleared transactions, a Reporting Bank that is a clearing 
member of a CCP may capitalise its exposure to its clients applying a margin period of 
risk of at least 5 business days (if the Reporting Bank adoptsin the CCR Internal Models 
Method or SA-CCR)., or multiplying E or EAD, whichever is applicable, by a scalar of no 
less than 0.71413, 413AA (if the Reporting Bank adopts either the current exposure method 
or CCR standardised method).  
 
Section 3: Default Fund Exposures 
   
3.1 A Reporting Bank shall calculate its capital requirement for default fund exposures 
to a qualifying CCP in accordance with either Method 1 set out in paragraphs 3.5 to 3.9 
of this Annex 11 or Method 2 set out in paragraph 3.12413A.  

[MAS Notice 637 (Amendment No. 2) 2014] 
 
3.2 A Reporting Bank applying Method 1 or Method 2 shall ensure that the following 
requirements are met in relation to the calculation of the hypothetical capital 
requirement of a CCP (“KCCP”), the total prefunded default fund contributions from all 
clearing members (“DFCM

pref”) and, the CCP’s prefunded own resourcesfunds413B which 
are required to be used to cover the CCP’s lossescontributed to the default waterfall, 
where these are junior or pari passu before the to prefunded default fund contributions 
of the CCP’s clearing members (“DFCCP”) and the Reporting Bank’s capital requirement 
for default fund exposures to the CCP (“KCM(Bank)”) –  
 

(a) The CCP, the financial services regulatory authority supervising the CCP 
or any other entity with access to the required data calculates KCCP, 
DFCM

pref
 and DFCCP, and where the calculation is performed by the CCP or 

any other entity, the CCP or any other entity confirms to the Reporting 
Bank that the calculation is performed in a manner to permit the 
financial services regulatory authority supervising the CCP to oversee the 
calculation; 

                                                                                                                                                        
[MAS Notice 637 (Amendment No. 2) 2014] 

413  The risk reduction in case the margin period of risk is greater than 5 days is as follows: 6 days – 
scalar=0.77; 7 days – scalar=0.84; 8 days – scalar=0.89; 9 days – scalar=0.95; 10 days – scalar=1. 
[This footnote has been intentionally left blank.]    

413AA A Reporting Bank that is a clearing member of a CCP shall use the reduced E or EAD, whichever is 
applicable, for its pre-settlement counterparty exposures to clients in the calculation of the CVA risk capital 
requirement under both the CVA standardised method and CVA advanced method. 

413A  For the avoidance of doubt, a Reporting Bank may select Method 1 or Method 2 for each CCP separately. 
The decision to use Method 1 or Method 2 may be re-considered at any time by a Reporting Bank. [This 
footnote has been intentionally left blank.] 

[MAS Notice 637 (Amendment No. 2) 2014] 
413B For example, contributed capital, retained earnings etc. 
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(b) Where a Reporting Bank is a clearing member of a CCP, Tthe CCP, the 

financial services regulatory authority supervising the CCP or any other 
entity performing the calculations shall makes available sufficient 
information of the calculation results to the Reporting Bank to permit the 
Reporting Bank to calculate its capital requirement for default fund 
exposures to a CCP (KCM(Bank)) and to permit the Authority to review and 
confirm such calculations; 

 
(c) The CCP, the financial services regulatory authority supervising the CCP 

or any other entity performing the calculations, shall calculates KCCP, 
DFCM

pref and DFCCP quarterly at a minimum, or more frequently if so 
required by the Authority in case of material changes (such as the 
clearing of a new product by the CCP);  

 
(d) The CCP, the financial services regulatory authority supervising the CCP 

or any other entity performing the calculations, shall makes available to 
the Authority sufficient aggregate information about the composition of 
the CCP’s exposures to its clearing members and the information 
provided to the clearing member for the purposes of the calculation of 
KCCP, DFCM

pref and DFCCP, at least quarterly or more frequently if the 
Authority so requires;  

 
(e) Where the Reporting Bank is a subsidiary of a banking institution 

incorporated outside Singapore, the CCP, the financial services 
regulatory authority supervising the CCP or any other entity performing 
the calculations, shall makes available to the Authority and to the home 
bank regulatory agency of the Reporting Bank, sufficient aggregate 
information about the composition of the CCP’s exposures to its clearing 
members and the information provided to the clearing member for the 
purposes of the calculation of KCCP, DFCM

pref and DFCCP, at least quarterly 
or more frequently if the Authority or the home bank regulatory agency 
of the Reporting Bank so requires; and  

 
(f) The CCP, the financial services regulatory authority supervising the CCP 

or any other entity performing the calculations shall calculate KCCP, 
DFCM

pref and , DFCCP and KCM(Bank) at least quarterly, and whenever there 
are material changes to the number or exposures of transactions cleared 
by the CCP or material changes to the financial resources of the CCP.  

    
3.3 Where a default fund of a CCP is shared between products or types of business 
with settlement risk only (for example, equities and bonds) and products or types of 
business which give rise to CCR (i.e. OTC derivatives, exchange traded derivatives, or 
SFTs or long settlement transactions), a Reporting Bank shall calculate the capital 
requirement for all default fund exposures of the Reporting Bank to the CCP in 
accordance with paragraphs 3.5 to 3.9 of this Annex 12, without apportioning to the 
different classes or types of business or products.  
 
3.4 Where the contributions from clearing members to a default fund of a CCP are 
segregated by product types and only accessible for specific product types, a Reporting 
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Bank shall calculate the capital requirement for the default fund exposures of the 
Reporting Bank to the CCP in accordance with paragraphs 3.5 to 3.12 9 of this Annex for 
each specific product giving rise to CCR.  A Reporting Bank shall obtain a confirmation 
from the CCP, the financial services regulatory authority supervising the CCP or any 
other entity performing the calculations of KCCP, DFCM

pref and DFCCP that in the case where 
the CCP’s prefunded own resources are shared among the specific product types, the 
CCP has allocated those funds to each of the calculations of KCCP, DFCM

pref and DFCCP, in 
proportion to the respective product-specific EAD.  
 
 
Method 1  

3.5 The calculation of a Reporting Bank’s capital requirement for default fund 
exposures to a CCP, 𝐾𝐶𝑀(𝐵𝑎𝐶𝑗), under Method 1 using the formulae414 in paragraphs 3.6 
to 3.9 of this Annex 11 may be performed by the Reporting Bank, the CCP, the financial 
services regulatory authority supervising the CCP or any other entity with access to the 
required data, where the requirements in paragraph 3.2 of this Annex are met.   
 

Calculation of the CCP’s Hypothetical Capital Requirement 
 
3.6 KCCP shall be calculated in accordance with the following formula: 
 

𝐾𝐶𝐶𝐶 = �max (𝐸𝐸𝐸𝐵𝑅𝑀𝑖 − 𝑁𝑀𝑖 − 𝐸𝑃𝑖; 0)
𝑖

×  20%415 × 8% 

 
where – 
 

(a) KCCP is the hypothetical capital requirement of the CCP due to its 
counterparty credit risk exposures to all its clearing members and their 
clients 416; and 

 
(b) max (𝐸𝐵𝑅𝑀𝑖 − 𝑁𝑀𝑖 − 𝐸𝑃𝑖; 0) is the exposure amount of the CCP to clearing 

member ‘i’, with all values relating to the valuation at the end of the day 
before the margin called on the final margin call of that day is exchanged, 
calculated in accordance with paragraph 3.7;  

 
(c)(b) EADBRMi is the exposure value of the CCP to clearing member ‘i’, 

including both the clearing member’s own transactions and client 
transactions guaranteed by the clearing member, and all values of 
collateral held by the CCP (including the clearing member’s prefunded 

                                                 
414  The formulae considers the size and quality of a qualifying CCP’s financial resources, the counterparty credit 

risk exposures of such CCP, and the application of such resources via the CCP’s loss bearing waterfall, in 
the case of one or more clearing member defaults.  

415  The Authority may from time to time, specify a risk weight higher than 20% taking into account, among 
other things, the creditworthiness of the clearing members of the CCP. An increase in such risk weight may 
be considered if, for example, the clearing members in a CCP are not highly rated. A Reporting Bank shall 
communicate any such increase in risk weight to the CCP, the financial services regulatory authority 
supervising the CCP or any other entity performing the calculation of KCCP. 

416  KCCP is calculated on a consistent basis for the sole purpose of determining the capitalisation of clearing 
member default fund contributions; it does not represent the actual capital requirements for a CCP which 
may be determined by a CCP and its supervisor.  
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default fund contribution) against these transactions, relating to the 
valuation at the end of the reporting date set out in Part XII before the 
margin called on the final margin call of that day is exchanged. The 
exposure value of the CCP shall be calculated by aggregating all clearing 
member accounts. before risk mitigation, where for the purposes of this 
calculation, variation margin that has been exchanged (before the 
margin called on the final margin call of that day) enters into the mark-
to-market value of the transactions; 

 
(d) IMi is the initial margin posted by the clearing member ’i’ with the CCP; 

and 
 

(e) DFi is the prefunded default fund contribution by the clearing member ‘i’ 
that will be applied upon the default of clearing member ‘i’, either along 
with or immediately following the initial margin of the clearing member 
‘i’, to reduce the CCP loss. 

 
3.7 For the purpose of paragraph 3.6 of this Annex –  
 

(a) Where a clearing member provides client clearing services, and client 
transactions and collateral are held in separate (individual or omnibus) 
sub-accounts to the clearing member’s proprietary business, each such 
client sub-account shall be included in the sum of EADi separately.416A If 
any of these sub-accounts contains both derivative transactions and 
SFTs, the exposure value of that sub-account is the sum of the exposure 
values of the derivative transactions and SFTs; 
 

(b) Where collateral is held by the CCP against a clearing member account 
or client sub-account containing both derivative transactions and SFTs, 
the prefunded initial margin provided by the clearing member or client of 
a clearing member shall be allocated to the exposure values of the SFTs 
and derivative transactions in proportion to the respective product 
specific exposure values, calculated in accordance with – 

 
(i)  paragraphs 1.2 and 1.3 of this Annex and applying the standard 

supervisory haircuts in paragraphs 2.1 and 2.4 of Annex 7J and 
paragraphs 3.1(a) and 3.1(b) of Annex 7N for SFTs; and  

 
(iii) Annex 7O without including the recognition of the effect of 

collateral, for derivative transactions; 
 

(c) Where the default fund contributions of a clearing member are not split 
with regards to client sub-accounts and house sub-accounts, such 
default fund contributions are to be allocated per sub-account according 
to the respective fraction the initial margin of the sub-account has in 

                                                 
416A The exposure value of the CCP to a clearing member “i” is the sum of the exposure values of the client 

sub-accounts and the exposure value of any house sub-account. The Reporting Bank shall ensure that 
collateral posted by the client and held at the CCP cannot be used to offset the CCP’s exposures to clearing 
members’ proprietary activity in the calculation of KCCP. 
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relation to the total initial margin posted by or for the account of the 
clearing member; 
 

(d) The holding periods for SFTs, as set out in paragraphs 2.4 and 
paragraphs 4.1 to 4.3 of Annex 7J, and for derivative transactions, as set 
out in paragraph 6.5 of Annex 7Q, shall apply, with the exception that in 
the case of netting sets where the number of trades exceeds 5000 at 
any point in a quarter, the minimum holding period set at the margin 
period of risk floored at 20 business days set out in paragraph 6.5 of 
Annex 7Q shall not apply; and 
 

(e) The netting sets that are applicable to regulated clearing members are 
the same as those referred to in paragraph 2.4 of this Annex. For 
unregulated clearing members, the netting rules of the CCP notified to 
its clearing members shall apply.416B  
 

3.87 For the purpose of paragraph 3.6(b) of this Annex , 𝐸𝐵𝑅𝑀𝑖 − 𝑁𝑀𝑖 − 𝐸𝑃𝑖  is the CCR 
exposure amount a CCP has to clearing member ‘i’, calculated as a bilateral trade 
exposure – 

 
(a) EADi for derivative transactions is calculated in accordance with 

paragraph 1.2 and 1.8 of Annex 7O  of this Part for OTC derivative 
transactions and exchange-traded derivative transactions as the bilateral 
trade exposure the CCP has against the clearing member ‘i’416C; andor  

 
(b) EADi for SFTs is equal to max (𝐸𝐵𝑅𝑀𝑖 − 𝑁𝑀𝑖 − 𝐸𝑃𝑖; 0), 

 
where –  
 
(i) EBRMi is the exposure value to clearing member ‘i’ before credit 

risk mitigation in accordance with paragraphs 1.2 and 1.3, and 
applying the standard supervisory haircuts in paragraphs 2.1 and 
2.4, in Annex 7J of this Part VII for SFTs,.  and paragraphs 3.1(a) 
and 3.1(b) of Annex 7N. For the purposes of this calculation, 
variation margin that has been exchanged (before the margin 
called on the final margin call of that day) enters into the mark-
to-market value of the transactions; The minimum holding 
periods for SFTs as set out in paragraph 4.1 of Annex 7J of this 
Part shall apply, with the exception that in the case of netting 
sets where the number of trades exceeds 5000 at any point in a 
quarter, the minimum holding period set at the margin period of 
risk floored at 20 business days set out in paragraph 6.5 of Annex 
7Q of this Part shall not apply.  
 

(ii) IMi is the initial margin collateral posted by the clearing member ‘i’ 
with the CCP; and 

 

                                                 
416B  The Authority may require more granular netting sets than laid out by the CCP.  
416C  A margin period of risk of 10 business days shall be used to calculate the CCP’s potential future exposure 

to its clearing members on derivative transactions. 
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(i)(iii) DFi is the prefunded default fund contribution by the clearing 
member ‘i’ that will be applied upon the default of the clearing 
member, either along with or immediately following the initial 
margin posted by the clearing member, to reduce the CCP’s loss. 

 
3.8 For the calculation in sub-paragraph 3.7(a), the following shall apply- 
 

(a) the formula for calculating ANET set out in paragraph 1.2(b) of Annex 7O 
of this Part shall be replaced with the following formula -  

 
𝐸𝑁𝐸𝑇 = 0.15 × 𝐸𝐿𝐼𝐺𝑆𝑆 + 0.85 × 𝑁𝐿𝑅 × 𝐸𝐿𝐼𝐺𝑆𝑆 

 
       For the avoidance of doubt, the numerator of the NGR is the net current 

replacement cost, without the add-on set out in the paragraph 1.1(b) of 
Annex 7O of this Part, and the denominator is the gross replacement 
cost, of transactions to a counterparty417. NGR shall be calculated on a 
counterparty by counterparty basis;  

 
(b) if the NGR cannot be calculated in accordance with paragraph 1.2(b)(ii) 

of Annex 7O of this Part, a transitional default NGR value of 0.3 shall be 
applied until 31 March 2013, after which the capital requirement for 
default fund exposures of the Reporting Bank to a CCP shall be 
calculated in accordance with paragraph 1.5(b); 

 
(c) the potential future exposure for options and swaptions that are 

transacted through a CCP shall be calculated by multiplying the notional 
amount of the option contract or swaption contract by the absolute value 
of the option’s or swaption’s delta, i.e. the risk position calculated in 
accordance with paragraphs 4.1(d), 4.1(e) and 4.2 of Annex 7P of this 
Part; and  

 
(d) the netting sets that are applicable to regulated clearing members are 

the same as those referred to in paragraph 2.4.  For unregulated 
clearing members, the netting rules of the CCP notified to its clearing 
members shall apply418. 

 
 
 

Calculation of the Aggregate Capital Requirement of the CCP’s Clearing Members  

3.9 The aggregate capital requirement for default fund exposures of all clearing 
members of the CCP prior to application of the granularity and concentration adjustment, 
(“KCM

∗ ”), assuming a scenario where two average clearing members default and their 
default fund contributions are not available to mutualise losses, shall be calculated in 
accordance with the following formula: 

                                                 
417 If the minimum variation margin settlement frequency is daily, but a CCP calls margin intraday, then NGR 

is to be calculated just before margin is actually exchanged at the end of the day. NGR is expected to be 
non-zero. [This footnote has been intentionally left blank.] 

418   The Authority may require more granular netting sets than those prescribed under the netting rules of the 
CCP. [This footnote has been intentionally left blank.] 
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KCM
∗ =

    𝐸2 × 𝜇 × (𝐾𝐶𝐶𝐶 − 𝐸𝑃′) + 𝐸2 × 𝐸𝑃𝐶𝑀′                 𝑚𝐸  𝐸𝑃′ < 𝐾𝐶𝐶𝐶                 (𝑚) 
 𝐸2 × (𝐾𝐶𝐶𝐶 − 𝐸𝑃𝐶𝐶𝐶) + 𝐸1 × (𝐸𝑃′ −  𝐾𝐶𝐶𝐶)    𝑚𝐸 𝐸𝑃𝐶𝐶𝐶 < 𝐾𝐶𝐶𝐶 ≤ 𝐸𝑃′(𝑚𝑚)
 𝐸1 × 𝐸𝑃𝐶𝑀  

′                                                               𝑚𝐸  𝐾𝐶𝐶𝐶 ≤ 𝐸𝑃𝐶𝐶𝐶            (𝑚𝑚𝑚)
 

 
where – 
 

(a) 𝐸𝑃𝐶𝐶𝐶 is the CCP’s prefunded own resources (for example, contributed 
capital or retained earnings) which are required to be used by CCP to 
cover its losses before clearing members’ default fund contributions are 
used to cover losses; 

 
(b) 𝐸𝑃𝐶𝑀′  is the prefunded default fund contributions from surviving clearing 

members available to mutualise losses under a scenario assuming the 
default of two averaged sized clearing members, as represented by the 
following formula: 

 
𝐸𝑃𝐶𝑀′ =  𝐸𝑃𝐶𝑀 − 2 × (𝐸𝐸𝑚𝑜𝑎𝐻𝑚 𝑅𝑎𝑚𝑎𝑜𝑚𝐴𝐻 𝑀𝑚𝑚𝑀𝑚𝑜 𝐸𝑚𝐸𝑎𝑚𝑎𝑚 𝑃𝑚𝐴𝐴 𝑅𝑜𝐴𝑚𝑜𝑚𝑀𝑚𝑚𝑚𝑜𝐴)  

 
       where 𝐸𝑃𝐶𝑀 is the total prefunded default fund contributions from all 

clearing members;  
 

(c) 𝐸𝑃′  is the total prefunded default fund contributions available to 
mutualise losses under a scenario assuming the default of two averaged 
sized clearing members, specifically 𝐸𝑃′ =  𝐸𝑃𝐶𝐶𝐶 + 𝐸𝑃𝐶𝑀′  419; 

 
(d) 𝐸1  is the capital factor, between 0.16% and 1.6%, calculated in 

accordance with the following formula: 
 

𝐸1 = 𝑀𝑎𝑚 �
1.6%

( 𝐸𝑃′𝐾𝐶𝐶𝐶
)0.3

; 0.16%� 

 
(e) 𝐸2 is a factor of 100%; and 

 
(f) 𝜇 is a scalar of 1.2. 

 
Calculation of the Capital Requirement for each of the CCP’s Clearing Members  

                                                 
419  In the calculation of DFCCP, the CCP’s own resources shall be used before DFCM in the waterfall, for the 

amount to be included in DFCCP.   If that is not the case and a part of CCP’s own financial resources is used 
in combination, on a pro rata or formulaic basis, with DFCM  to cover CCP losses, then equation (ii) of this 
paragraph needs to be adapted, in consultation with the Authority, such that this part of CCP contribution 
is treated similarly as a clearing member’s default fund contribution. If a part of the CCP’s own resources 
available to cover losses is used after all clearing members’ default fund contributions, DFCM, are used, this 
part of the CCP’s contribution shall not be included in DFCCP, but included in DF’. [This footnote has been 
intentionally left blank.] 



 
 
Monetary Authority of Singapore  209 
 

3.910 The Reporting Bank’s capital requirement for default fund exposures to a CCP, 
taking into account the granularity and concentration adjustment,  shall be calculated in 
accordance with the following formula420: 

 
𝐾𝐶𝑀(𝐵𝑎𝐶𝑗)

=  max�𝐾𝐶𝐶𝐶 ×
𝐸𝑃𝐶𝑀 (𝐵𝑎𝐶𝑗)

𝑡𝑎𝑎𝑝

𝐸𝑃𝐶𝐶𝐶 +  𝐸𝑃𝐶𝑀
𝑡𝑎𝑎𝑝 ; 8% × 2% × 𝐸𝑃𝐶𝑀 (𝐵𝑎𝐶𝑗)

𝑡𝑎𝑎𝑝 1 + β

×
N

N − 2
� ×

DFCM(Bank)

DFCM
× KCM

∗  

 
where –  
 

(a) 𝐾𝐶𝑀(𝐵𝑎𝐶𝑗) is the Reporting Bank’s capital requirement for default fund 
exposures to the CCP; 

 
(b) β𝐸𝑃𝐶𝑀

𝑡𝑎𝑎𝑝 is calculated in accordance with the following formulathe total 
prefunded default fund contributions from all clearing members ; –  

 

𝛽 =  
𝐸𝑁𝐸𝑇,𝐶𝑀1 + 𝐸𝑁𝐸𝑇,𝐶𝑀2

𝐸𝑁𝐸𝑇,𝑇𝐺𝑇𝑀𝐿
 

 
where the subscripts CM1 and CM2 denote the clearing members of the CCP with the 
two largest 𝐸𝑁𝐸𝑇 values, and 𝐸𝑁𝐸𝑇,𝑇𝐺𝑇𝑀𝐿 is the total 𝐸𝑁𝐸𝑇 of all clearing members. For OTC 
derivative transactions, 𝐸𝑁𝐸𝑇  shall be computed as in paragraph 3.8(a) (i.e.𝐸𝑁𝐸𝑇 = 0.15 ∗
𝐸𝐿𝐼𝐺𝑆𝑆 + 0.85 × 𝑁𝐿𝑅 × 𝐸𝐿𝐼𝐺𝑆𝑆 ). For SFTs, 𝐸𝑁𝐸𝑇  shall be computed as (𝐸 𝑜𝑜 𝐸𝐸𝐸) × 𝑇𝑎 + 𝑅 ×
(𝑇𝑐 + 𝑇𝑝𝑓) , where  𝑇𝑎  , 𝑅, 𝑇𝑐 and 𝑇𝑝𝑓 are as set out in Annex 7J of this Part; 
 

(c) N is the total number of clearing members of the CCP; 
 

(d)(c) 𝐸𝑃𝐶𝐶𝐶DFCM(Bank) is the CCP’s prefunded own resources, including 
contributed capital and retained earnings, which are contributed to the 
default waterfall, where these are junior or pari passu to prefunded 
default fund contributions of the CCP’s clearing members default fund 
contribution of the Reporting Bank; and 

 

(e)(d) 𝐸𝑃𝐶𝑀(𝐵𝑎𝐶𝑗)
𝑡𝑎𝑎𝑝 DFCM is the total prefunded default fund contributions 

from all clearing members of the CCP of the Reporting Bank421. 
 

                                                 
420 Under this approach, a 2% risk weight floor is applied to the default fund exposure.The formula assumes 

that losses are allocated in a manner proportionate to the prefunded default fund contributions of the 
clearing members of a CCP. If the practice of a CCP does not allocate losses in such a manner, the 
Reporting Bank shall consult with the Authority on the appropriate treatment to be applied to calculate its 
capital requirement for default fund exposures to a CCP.  

421 Any other member contributed financial resources that are available to bear mutualised CCP losses may 
also be included within  DFCM. [This footnote has been intentionally left blank.] 
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3.11 Where it is not possible to apply the method of calculation specified in paragraph 
3.10 due to the absence of prefunded default fund contributions at a CCP, the Reporting 
Bank’s capital requirement for default fund exposures to a CCP shall be calculated as – 
 

(a) �1 + β × N
N−2

� × LBank
LTotal

× KCM
∗ , where LBank is the liability for default fund 

calls (or the unfunded default fund commitment) of the Reporting Bank 
and LTotal is the liability for default fund calls of all clearing members of 
the CCP; or  

 

(b) if it is not possible to apply paragraph 3.11(a), �1 + β × N
N−2

� × IMBank
IMTotal

×

KCM
∗ , where IMBank is the size of initial margins posted by the Reporting 

Bank with the CCP and IMTotal is the size of initial margins posted by all 
clearing members of the CCP. 

 
Method 2 

3.12 A Reporting Bank applying Method 2 shall apply a risk-weight of 1250% to the 
default fund exposures of the Reporting Bank to a CCP421A, subject to an overall cap on 
the RWA from all its exposures to the CCP (i.e. including trade exposures) equal to 20% 
of CCP trade exposures to the CCP. A Reporting Bank shall calculate the RWA for both 
the Reporting Bank’s trade and default fund exposures to a CCP as422 – 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 

𝑀𝑚𝐴��2% ∗ 𝑇𝐸𝐶𝑀(𝐵𝑎𝐶𝑗) + 1250% ∗ 𝐸𝑃𝐶𝑀(𝐵𝑎𝐶𝑗)�; �20% ∗ 𝑇𝐸𝐶𝑀(𝐵𝑎𝐶𝑗)�� 
 
where –  

(a) TECM(Bank) is E or EAD of the Reporting Bank’s CCP trade exposure to the 
CCP, as measured by the Reporting Bank according to paragraph 2.1 to 
2.4; and 
 

(b) DFCM(Bank) is the Reporting Bank’s pre-funded contribution to the CCP’s 
default fund. 

 
  

                                                 
421A  For the avoidance of doubt, a Reporting Bank shall apply the computation under Method 2 to each CCP 

where Method 2 has been selected. Where the contributions from clearing members to a default fund of a 
CCP are segregated by product types and only accessible for specific product types as described in 
paragraph 3.4 of this Annex, the Reporting Bank shall apply the computation under Method 2 to each 
default fund contribution that is segregated by product type. [This footnote has been intentionally left 
blank.] 

[MAS Notice 637 (Amendment No. 2) 2014] 
422   Under this approach the 2% risk weight on trade exposures given by paragraph 2.1 does not apply as it is 

included in the equation in paragraph 3.12. [This footnote has been intentionally left blank.] 
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Annex 7AK 
 
ILLUSTRATION ON THE CALCULATION OF credit RISK-WEIGHTED exposure 
amounts FOR EQUITY INVESTMENTS IN FUNDS  
 
 
Section 1:  Illustrative Example – Calculation using the LTA 
 
1.1 Assume a Reporting Bank, which is using the SA(CR) to calculate the credit risk-
weighted exposure amount for the underlying exposures of funds if the exposures were 
held directly by the Reporting bank, owns 20% of the shares of an individual fund that 
replicates an equity index. Further assume that the fund holds short term (less than one 
year) forward contracts that are cleared through a qualifying CCP of notional amount of 
$100, and presents the following balance sheet: 
 
Assets 
Cash       $20 
Government bonds (AAA rated)   $30 
Variation margin receivable – forward contracts $50 
 
Liabilities 
Notes payable      $5 
 
Equity 
Shares       $95 
 
1.2 Assume that the balance sheet exposures will be risk-weighted according to the 
following risk weights: cash (RW=0%), government bonds (RW=0%), centrally-cleared 
equity forward positions (RW=2%), underlying of forward contract (i.e. equity exposures) 
(RW=100%, to be applied to the notional amount of the forward contract), counterparty 
credit risk charge associated with the forward contract, and no CVA charge, since 
forward contracts are cleared through a qualifying CCP.  
 
1.3 The Reporting Bank shall calculate the credit risk-weighted exposure amount for 
its equity investment in the fund as follows:   
 
Credit RWEinvestment = Avg RWfund * Lvg * Equity Investment 
 

= RWEfund / Total Assetsfund * Lvg * Equity Investment 
 
Where –  

 
(a) Credit RWEfund = (RWEcash + RWEbonds + RWEunderlying +  

RWEforward + RWECCR)  
= ($20*0% + $30*0% + $100*100% + 

$50*2% + $100*6%*2%)  
     = $101 

 
(b) Lvg   = (Total Assets) / (Total Equity) 

= $100 / $95 
= 1.05 

 
(c) Equity Investment = Proportion of shares in fund * Total Equity 
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= 20% * $95 
= $19 

 
 

Therefore, Credit RWEinvestment = $101/$100 * 1.05 * $19 = $20.15 
 
 
Section 2:  Illustrative Example – Calculation using the MBA 
 
2.1 Assume a Reporting Bank, which is using the SA(CR) for calculating capital 
requirements, owns 20% (i.e. representing an investment of $18.18) of the shares of an 
individual fund that replicates an equity index. Further assume that the fund has assets 
of $100, and a mandate that permits investments in cash, equities, and long positions in 
equity index futures up to a maximum nominal amount equivalent to the size of the 
fund’s balance sheet, and a maximum financial leverage of 1.1.  
 
2.2 The Reporting Bank shall calculate the credit risk-weighted exposure amount of 
its equity investment in the fund as follows:  
 
Credit RWEinvestment  = Avg RWfund * Lvg * Equity Investment 
 
  = RWEfund / Total Assetsfund * Lvg * Equity Investment 
 
Where –  
 

(a) RWEfund is calculated as the sum of: - 
 
(i) the credit risk-weighted exposure amount for on-balance sheet 

exposures of the fund (i.e. $100), which will be risk-weighted according 
to the risk weights applied for equity exposures (RW=100%), i.e. RWEon-

balance = $100*100% = $100 
 
(ii) the credit risk-weighted exposure amount for derivative exposures of the 

fund based on the maximum notional amount of the derivative 
exposures (i.e. $100) and risk weight associated with the underlying of 
the derivative exposures, which in this case is publicly-traded equity 
holdings (RW=100%), i.e. RWEunderlying = $100*100% = $100 

 
(iii) the counterparty credit risk associated with the pre-settlement 

counterparty exposures of the fund’s derivative transactions. Assuming 
that the Reporting Bank does not know the replacement cost related to 
the futures contract and the add-on factor, the Reporting Bank shall 
calculate the exposure measure for the counterparty credit risk by using 
the maximum notional amount (i.e. $100) as a proxy for the 
replacement cost, and apply the maximum add-on factor of 40%. 
Assuming that the futures contract is cleared through a qualifying CCP, 
such that a risk-weight of 2% will apply, and there is no CVA charge 
assessed, since the futures contract is cleared through a CCP, the 
Reporting Bank shall calculate the counterparty credit risk charge as 
RWECCR = $100*140%*2%=$2.80. 

 
(b) Lvg (as given) = 1.1 
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(c) Equity Investment (as given) = $18.18 

 
Therefore, Credit RWEinvestment = $202.80/$100 * 1.1 * $18.18 = $40.56 
 
 
Section 3:  Illustrative Example – Calculation of the leverage adjustment 
 
3.1 Assume a Reporting Bank, which is using the SA(CR) for calculating capital 
requirement, has an equity investment in a fund with assets of $100 that invests in 
corporate debt. Further assume that the fund is highly levered with equity of $5 and 
debt of $95 (i.e. the leverage of the fund = 100/5 = 20). Consider the following two 
cases: 

 
Case 1  
 
Assets 
Cash    $10 
A+ to A- bonds  $20 
BBB+ to BB- bonds  $30 
Below BB- bonds  $40 
 
The average risk weight of the fund is 100% (i.e. ($10*0% + $20*50% + $30*100% + 
$40*150%)/$100). The financial leverage of 20 would result in a risk weight of 2000%. 
The Reporting Bank shall apply the conservative risk weight of 1250% for its equity 
investment in the fund, in accordance with paragraph 7.5.73.   
 
Case 2 
 
Assets 
Cash    $5 
AAA to AA- bonds  $75 
A+ to A- bonds  $20 
 
The average risk weight of the fund is 25% (i.e. ($5*0% + $75*20% + $20*50%) / 
$100). The financial leverage of 20 would result in a risk weight of 500%.  The Reporting 
Bank shall apply the risk weight of 1000% (i.e. 500%*20) for its equity investment in 
the fund. 
 
3.2 The above example illustrates that the rate at which the 1250% cap is reached is 
dependent on the underlying riskiness of the portfolio, which is determined by the 
average risk weight of the fund.  
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PROPOSED AMENDMENTS TO PART XI (PUBLIC DISCLOSURE REQUIREMENTS) 
 
The section lays out Part XI of MAS Notice 637 (Public Disclosure Requirements) in its 
entirety, with proposed amendments in tracked changes.  
 
The section also lays out the proposed Sub-divisions 2 to 7 of Division 3 of this Part of 
MAS Notice 637, which is to replace the existing Sub-divisions 2 to 5 of Division 3 of this 
Part of MAS Notice 637 in its entirety.  
 
 
PART XI:  PUBLIC DISCLOSURE REQUIREMENTS  
 
 
Division 1:  Introduction 
 
11.1.1 The public disclosure requirements set out in this Part complement the 
minimum capital requirements under Pillar 1 and the supervisory review process set out 
in Part X. The purpose of the requirements in this Part is to ensure that a minimum level 
of public disclosure is made available to market participants to assist them in forming an 
opinion on the scope of application of this Notice to a Reporting Bank (i.e. as set out in 
Table 11-1), the risk profile and capital adequacy of the Reporting Bank. Such 
disclosures provide a consistent framework that enhances comparabilitypromote market 
discipline by requiring disclosures of key information relating to a Reporting Bank’s 
regulatory capital and risk exposures on a consistent and comparable basis. Some 
disclosures also serve as a qualifying criterion for more advanced approaches under Pillar 
1 (i.e. disclosures marked with an asterisk in this Part are conditions for use of a 
particular approach for the calculation of regulatory capital).  Beyond the disclosure 
requirements set out in Division 3 of Part XI, the Authority expects a Reporting Bank to 
convey its actual risk profile to market participants. The information it discloses shall be 
adequate to fulfill this objective.  
 

[MAS Notice 637 (Amendment No. 2) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
11.1.2 A Reporting Bank shall apply the following principles in making its disclosures:  
 

(a)  Disclosures should be clear. A Reporting Bank should present the 
disclosures in a form that is understandable and communicate the 
disclosures through an accessible medium. A Reporting Bank should 
highlight important messages which should be easily located. A 
Reporting Bank should explain complex issues in simple language with 
key terms defined. A Reporting Bank should present related risk 
information together;  

 
(a)(b) Disclosures should be comprehensive. A Reporting Bank should 

disclose its main activities and all significant risks, supported by 
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relevant data and information. A Reporting Bank should describe 
significant changes in risk exposures between reporting periods, 
together with the management’s response. A Reporting Bank should 
provide sufficient qualitative and quantitative information on its 
processes and procedures for identifying, measuring and managing 
those risks. The level of detail of such disclosures should be 
proportionate to the complexity of the Reporting Bank. A Reporting 
Bank’s disclosures should reflect how the Board and senior management 
internally assess and manage risks and strategy, helping users to better 
understand the risk tolerance or appetite of the Reporting Bank;  

 
(c) Disclosures should provide meaningful and relevant information to users. 

A Reporting Bank should highlight its most significant current and 
emerging risks and how these risks are managed, including information 
that is likely to receive market attention. A Reporting Bank shall provide 
linkages to line items on the financial statements, where meaningful; 
and  
 

(d) Disclosures should be consistent over time. This is to enable users to 
identify trends in the risk profile of a Reporting Bank across all 
significant aspects of its business. A Reporting Bank should highlight 
and explain additions, deletions and important changes in disclosures 
from previous reports, including those arising from bank’s specific, 
regulatory or market developments.  

  
These principles aim to strengthen the transparency and quality of risk disclosures that 
will enable users to better understand and compare a Reporting Bank’s business and its 
risks.  
 
Division 2:  General Requirements 
 
 
Sub-division 1:  Scope of Application  
 
11.2.1   This Part shall apply to a Reporting Bank at the Group level, in accordance 
with paragraph 3.1.1(b) of Part III unless otherwise stated.           
       
11.2.2 A Reporting Bank need not comply with the requirements in this Part if it is a 
subsidiary of – 
 

(a) another Reporting Bank, which is subject to the requirements in this 
Part; or  

 
(b) a financial holding company which is subject to requirements similar to 

that set out in this Part. 
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[MAS Notice 637 (Amendment) 2014] 
 

 
Sub-division 2:  Frequency and Timing of Disclosures 
 
11.2.3 A Reporting Bank shall make any disclosure required under this Part at least 
once a year, other than items (f), (g) and (h) in Table 11-3 and the requirements set out 
quarterly basis. Nevertheless, to enhance market discipline, the Reporting Bank is 
encouraged to make more frequent quantitative disclosures e.g. on a semi-annual basis. 
Where disclosures are made only on an annual basis, the Reporting Bank should state 
clearly why this is appropriate. Where information on risk disclosures or other items is 
prone to rapid change, the Reporting Bank should disclose such information on a 
quarterly basis.A Reporting Bank shall make the disclosures required under –  
 

(a) Sub-divisions 2 to 7 of Division 3 of this Part according to the frequency 
of disclosure for each disclosure requirement set out in Table 11-1; 
 

(b) Sub-divisions 8 and 10 of Division 3 of this Part on an annual basis; 
 

(c) Sub-division 9 of Division 3 of this Part on an annual basis. 
Nevertheless, to enhance market discipline, the Reporting Bank is 
encouraged to make more frequent quantitative disclosures, e.g. on a 
semi-annual basis. Where quantitative disclosures are made only on an 
annual basis, the Reporting Bank should state clearly why this is 
appropriate; and  

 
(a)(d) Sub-divisions 11 and 12 of Division 3 of this Part on a quarterly 

basis800. 
 
11.2.4  For disclosures required to be made on a quarterly or semi-annual basis in 
this Part, a Reporting Bank which issues quarterly financial statements shall publish the 
information concurrently with the publication of its quarterly financial statements, and no 
later than 45 days after the end of each quarter. A Reporting Bank which does not issue 
quarterly financial statements shall publish the information no later than 45 days after 
the end of each quarter.  
 
 
11.2.5 For disclosures required to be made annually in this Part, a Reporting Bank 
which issues an annual report shall publish the information concurrently with the 
publication of its annual report, and no later than 4 months after the end of each 
financial year. A Reporting Bank which does not issue an annual report shall publish the 
information no later than 4 months after the end of each financial year.   
 
                                                 
800  The disclosures required from a Reporting Bank under Sub-divisions 11 and 12 of Division 3 of this Part 

(other than paragraph 11.3.35 and Table 11-45) may, with the prior approval of the Authority, be made 
with at least the same frequency as the publication of the Reporting Bank’s financial statements. 

[MAS Notice 637 (Amendment) 2014] 
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[MAS Notice 637 (Amendment No. 2) 2012] 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 
Sub-division 3:  Location and Form of Disclosures  
  
11.2.46 Subject to paragraphs 11.2.5, 11.3.1815, 11.3.16 and 11.3.330, a Reporting 
Bank shall disclose the information required in Division 3 of this Part, in a standalone 
document (“standalone Pillar 3 report”), which may be appended to, or form a discrete 
section of its annual report and or periodic financial statements. The Reporting Bank 
shall ensure that the standalone Pillar 3 report is easily identifiable to users. A Reporting 
Bank shall make available on its website, an archive of a minimum of five years, of 
information disclosed pursuant to this Part relating to prior reporting periods.  
 

[MAS Notice 637 (Amendment No. 2) 2012] 
[MAS Notice 637 (Amendment) 2014] 

 
11.2.57  A Reporting Bank may disclose the items tables marked as having a flexible 
format quantitative disclosures in Tables 11-4 to 11-15 in Division 3 of this Part in an 
appropriate medium or location, other than its annual report and periodic financial 
statements, with the prior approval of the Authority.separately from the standalone Pillar 
3 report, provided that – 
 

(a) the level of assurance on the reliability of data in the separate 
document is equivalent to, or greater than, the internal assurance 
level required for the standalone Pillar 3 report, as set out in 
paragraphs 11.2.15 to 11.2.17; and 
 

(b)  it includes in the standalone Pillar 3 report, the following information 
–  

 
(i)  the title and the number of the disclosure requirement; 
 
(ii) the full name of the separate document in which the disclosure 

requirement has been published; 
 

(iii) a URL to such disclosure of information on its website, where 
relevant; and 

 
(i)(iv) the page and paragraph number of the separate document 

where the disclosure requirement can be located.  
 
11.2.6   A Reporting Bank shall provide in its annual report and periodic financial 
statements, explicit references to the location of all disclosures required under this Part. 
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11.2.8 A Reporting Bank shall complete the quantitative data required under the 
tables in Sub-divisions 2 to 7 of Division 3 of this Part in accordance with the definitions 
provided. The Reporting Bank has the discretion to determine the format when 
presenting qualitative information required under the tables in Sub-divisions 2 to 7 of 
Division 3 of this Part. A Reporting Bank may present narrative commentaries which are 
used to supplement the required disclosures in a format at the Reporting Bank’s 
discretion.   
 
 
 Tables with a fixed format in Sub-divisions 2 to 7 of Division 3 of this Part 
 
11.2.9 Where the format of a table is described as fixed, a Reporting Bank shall 
complete the fields in accordance with the instructions given in the table. Subject to 
paragraph 11.2.13, a Reporting Bank may delete rows or columns from Tables 11-14, 
11-15, 11-25, 11-26 and 11-38. The Reporting Bank shall not alter the numbering of 
subsequent rows and columns. A Reporting Bank may add additional sub-rows and sub-
columns to the tables to provide additional details to a disclosure requirement. However, 
the Reporting Bank shall not alter the numbering of prescribed rows and columns in the 
tables.   
 
 Tables with a flexible format in Sub-divisions 2 to 7 of Division 3 of this Part 
 
11.2.10 Where the format of a table is described as flexible, a Reporting Bank may 
present the required information either in the format provided in the tables in Sub-
divisions 2 to 7 of Division 3 of this Part, or in one that is more suitable for the Reporting 
Bank. However, where a customised presentation of the information is used, the 
Reporting Bank shall provide information that is comparable (i.e. at a similar level of 
granularity) with the disclosure requirements set out in the respective tables in Sub-
divisions 2 to 7 of Division 3 of this Part. 
 
 Disclosure requirements in Sub-divisions 8 to 10 of Division 3 of this Part  
 
11.2.117 For the disclosure requirements in Sub-divisions 8 to 10, Subject to 
paragraphs 11.3. 15 to 11.3.36, a Reporting Bank has the discretion to determine the 
form of the disclosures required in this Part, and may choose to use either graphical or 
such other forms or both, that the Reporting Bank deems appropriate to assist 
usersmarket participants in forming an opinion on the scope of application of this Notice 
to a Reporting Bank (i.e. as set out in Table 11-1), the risk profile and capital adequacy 
of the Reporting Bank.   
 

[MAS Notice 637 (Amendment No. 2) 2012] 
[MAS Notice 637 (Amendment) 2014] 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
 
Sub-division 4:  Omissions 
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11.2.128  Subject to paragraphs 11.2.9, aA Reporting Bank may omit certain disclosures 
in this Part if -  
 

 the omitted item is not material, in accordance with the concept of 
materiality under the applicable Accounting Standards; or 

 
 the omitted item is proprietary or confidential in nature, where “proprietary” 
and “confidential” are defined, respectively, as follows:   

 
(a)  proprietary information refers to information that if shared with the 

public would undermine the competitive position of the Reporting Bank; 
and  
 

(b) confidential information refers to information that if shared with the 
public would breach the terms of a legal agreement, or counterparty 
relationship.           

 
The Reporting Bank shall identify the specific information that has not been disclosed in 
the narrative commentary to the disclosure requirement and provide a reason for the 
omission. The Reporting Bank shall also disclose general qualitative information about 
the subject matter of the requirement. 
                    
11.2.139 A Reporting Bank which omits disclosure of an item pursuant to paragraph 
11.2.8(b) that is marked as a quantitative disclosure in Division 3 of this Part shall 
provide a reason for the omission and disclose general qualitative information about the 
subject matter of the requirement.For the disclosure requirements in Tables 11-13, 11-
14, 11-15, 11-16, 11-20, 11-25, 11-26, 11-37, 11-38 and 11-41, a Reporting Bank may 
omit part or all of the disclosures in the tables, if the information required to be disclosed 
is assessed not to provide meaningful information to users, and in accordance with the 
requirements set out in the scope of application fields in these tables. A Reporting Bank 
which omits disclosures in these tables shall state clearly in a narrative commentary why 
information is considered not to be meaningful to users. The Reporting Bank should 
describe the portfolios excluded from the disclosures and the aggregate total RWA of 
those portfolios.  
 
11.2.140 A Reporting Bank may omit disclosures required under paragraph 11.3.1 and 
any other items in this Part, marked as qualitative disclosures,  if - 
 

(a) the ultimate holding company as defined under section 5A of the 
Companies Act (Cap. 50) of the Reporting Bank is incorporated, 
formed or established outside Singapore and disclosure requirements 
similar to those set out in this Part apply to the ultimate parent 
company on a consolidated basis that is inclusive of the operations of 
the Reporting Bank; and 
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(b) the Reporting Bank makes clear reference in an appropriate medium or 
location as may be approved by the Authoritythe standalone Pillar 3 
report to the location of the relevant disclosures made by the ultimate 
parent company. 

 
 
Sub-division 5: Disclosure Policy 
 
11.2.151 A Reporting Bank shall ensure that the information it discloses in accordance 
with Division 3 of this Part is subject, at a minimum, to the same level of internal review 
and internal control processes as the information provided by the Reporting Bank for its 
financial reporting, i.e. if applicable, the level of assurance shall be the same as for 
information provided within the management discussion and analysis part of its annual 
report.  
 
11.2.16 A Reporting Bank’s disclosures should be consistent with how the Board and 
senior management assess and manage risks. A Reporting Bank shall have in place a 
written disclosure policy which sets out the approach of the Reporting Bank for 
determining which disclosures it will make and the internal controls over the disclosure 
process, and the Reporting Bank shall ensure that this policy is approved by the Board of 
the Reporting Bank.  
 
11.2.17 A Reporting Bank shall describe the key elements of the disclosure policy in 
the year-end standalone Pillar 3 report or cross-referenced to another location where 
they are available. A Reporting Bank shall ensure that the Board and senior management 
are responsible for establishing and maintaining effective internal control structure over 
the disclosure of financial information, including the disclosures required under this Part, 
and appropriate review of the disclosures. The Reporting Bank shall ensure that one or 
more senior officers of the Reporting Bank, ideally a Board member or equivalent, attest 
in writing that the disclosures required under the Part have been prepared in accordance 
with the internal control processes approved by the Board of the Reporting Bank.  
 
11.2.18 A Reporting Bank may disclose additional quantitative and qualitative 
information to provide users with a broader picture of the Reporting Bank’s risk position 
and promote market discipline. A Reporting Bank shall ensure that additional 
quantitative information disclosed by the Reporting Bank provides sufficient meaningful 
information to enable users to understand and analyse any figures provided, and is 
accompanied by a qualitative discussion.   
 
11.2.19 A Reporting Bank should supplement the quantitative disclosures with a 
narrative commentary to explain any significant changes between reporting periods and 
other issues that are considered to be of interest to users.  
 
11.2.12   A Reporting Bank shall take all reasonable steps to ensure the accuracy and 
correctness of all disclosure items required under this Part, and should assess the 
appropriateness (e.g. validation and frequency) of its disclosures. 
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11.2.13 A Reporting Bank shall ensure that appropriate and independent verification, 
whether internal or external, is performed in relation to all disclosure items required 
under this Part.   
 
11.2.14 The public disclosure requirements set out in this Part should not conflict with 
the broader accounting requirements. To the extent that any of the disclosures required 
in this Part are substantially similar to those required of the Reporting Bank in 
accordance with applicable Accounting Standards, the Reporting Bank may rely on its 
compliance with such accounting disclosures as meeting the requirements of this Part. A 
Reporting Bank should explain material differences between the accounting disclosures 
and the disclosures required in this Part. 
 
 
Division 3:  Specific Disclosure Requirements   
 
 
Sub-division 1:  Introduction 
 
11.3.1 For the purposes of Sub-division 2 of this Division, aA Reporting Bank shall 
describe its risk management objectives and policies for each area identified in Sub-
divisions 83 to 109 of this DivisionPart. The description for each area shall include -:  
 

(a)  its strategies and processes; 
 
(b)  the structure and organisation of the relevant risk management 

function; 
 

(c)    the scope and nature of risk reporting and measurement systems; 
and 

 
(d)   its policies for hedging and mitigating risk, and processes for 

monitoring the continuing effectiveness of such policies.  
 
11.3.2 Table 11-1 presents a summary of the disclosure requirements set out in Sub-
divisions 2 to 7, and whether they are required in a fixed or flexible format. It also lists 
the publishing frequency associated with each table.  
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Table 11-1: Summary of disclosure requirements 

 Tables 
Fixed 

format 
Flexible 
format 

Quarterly 
Semi-

annually 
Annually 

Sub-division 2: 
Overview of risk 
management 
and RWA  

Table 11-2: Risk Management Approach      
Table 11-3: Overview of RWA 

     

Sub-division 3: 
Linkages 
between 
financial 
statements and 
regulatory 
exposures  
 

Table 11-4: Differences between Accounting and Regulatory 
Scopes of Consolidation and Mapping of Financial Statement 
Categories with Regulatory Risk Categories  

     

Table 11-5: Main Sources of Differences between Regulatory 
Exposure Amounts and Carrying Amounts in Financial 
Statements 

     

Table 11-6: Qualitative Disclosure of Differences between 
Carrying Amounts in Financial Statements and Regulatory 
Exposure Amounts 

     

Sub-division 4: 
Credit Risk  

Table 11-7: General Qualitative Disclosures on Credit Risk      
Table 11-8: Credit Quality of Assets      
Table 11-9: Changes in Stock of Defaulted Loans and Debt 
Securities 

     

Table 11-10: Additional Disclosures related to the Credit 
Quality of Assets  

     

Table 11-11: Qualitative Disclosures related to CRM 
Techniques 

     

Table 11-12: Overview of CRM Techniques      
Table 11-13: Qualitative Disclosures on the use of external 
credit ratings under the SA(CR) 

     

Table 11-14: SA(CR) and SA(EQ) - Credit Risk Exposure and      
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CRM Effects 
Table 11-15: SA(CR) and SA(EQ) – Exposures by Asset 
Classes and Risk Weights 

     

Table 11-16: Qualitative Disclosures for IRBA Models      
Table 11-17: IRBA - Credit Risk Exposures by Portfolio and 
PD Range 

     

Table 11-18: IRBA - Effect on RWA of Credit Derivatives 
used as CRM  

     

Table 11-19: IRBA– RWA Flow Statement for Credit Risk 
Exposures 

     

Table 11-20: IRBA – Backtesting of PD per Portfolio      
Table 11-21: IRBA - Specialised Lending and Equities under 
the Simple Risk Weight Method 

     

Sub-division 5: 
CCR 

Table 11-22: Qualitative Disclosures related to CCR      
Table 11-23: Analysis of CCR Exposure by Approach      
Table 11-24: CVA Risk Capital Requirements      
Table 11-25: Standardised Approach - CCR Exposures by 
Portfolio and Risk Weights 

     

Table 11-26: IRBA - CCR Exposures by Portfolio and PD 
Range 

     

Table 11-27: Composition of Collateral for CCR Exposure      
Table 11-28: Credit Derivative Exposures      
Table 11-29: RWA Flow Statements of under CCR Internal 
Models Method 

     

Table 11-30: Exposures to Central Counterparties      
Sub-division 6: 
Securitisation  

Table 11-31: Qualitative Disclosures related to Securitisation 
Exposures  

     

Table 11-32: Securitisation Exposures in the Banking Book      



 
 
Monetary Authority of Singapore  224 
 

Table 11-33: Securitisation Exposures in the Trading Book      
Table 11-34: Securitisation Exposures in the Banking Book 
and associated Regulatory Capital Requirements – A 
Reporting Bank acting as Originator or as Sponsor 

     

Table 11-35: Securitisation Exposures in the Banking book 
and associated Regulatory Capital Requirements – A 
Reporting Bank acting as Investor 

     

Sub-division 7: 
Market Risk  

Table 11-36: Qualitative Disclosures related to Market Risk      
Table 11-37: Qualitative Disclosures related to IMA      
Table 11-38: Market Risk under Standardised Approach      
Table 11-39: RWA Flow Statements of Market Risk 
Exposures under IMA 

     

Table 11-40: IMA Values for Trading Portfolios      
Table 11-41: Comparison of VaR Estimates with Gains or 
Losses 

     

Total  20 20 4 22 14 
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Sub-division 2: Overview of risk management and RWA 
 
11.3.3 A Reporting Bank shall disclose the items set out in Table 11-2 and Table 11-
3.  

 
Table 11-2: Risk Management Approach  
Purpose To provide a description of the Reporting Bank’s strategy and how senior 

management and the Board assess and manage risks, enabling users to 
gain a clear understanding of the Reporting Bank’s risk tolerance or risk 
appetite in relation to its main activities and significant risks. 

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative information  
Frequency  Annually 
Format  Flexible  

 
A Reporting Bank shall provide a description of its risk management objectives and 
policies, in particular, a description of -  
(a) (i) How the business model determines and interacts with the overall risk profile 

(e.g. key risks related to the business model and how each of these key risks 
is reflected and described in the risk disclosures); and  

(ii) How the risk profile of the Reporting Bank interacts with the risk tolerance 
approved by the Board. 

(b) Its risk governance structure: 
(i) the responsibilities attributed throughout the Reporting Bank (e.g. oversight 

and delegation of authority, breakdown of responsibilities by risk type and 
business unit etc.); and 

(ii) the relationships between the structures involved in risk management 
processes (e.g. the Board, senior management, the Board Risk Committee, 
risk management structure, compliance function, IA function). 

(c) Channels that communicate, decline and enforce the risk culture within the 
Reporting Bank (e.g. code of conduct; manuals containing operating limits or 
procedures to deal with violations or breaches of risk thresholds; procedures to 
raise and share risk issues between business lines and risk functions).  

(d) Scope and main features of risk measurement systems. 
(e) The process of risk information reporting provided to the Board and senior 

management, including the scope and main content of reporting on risk exposure. 
(f) Stress testing (e.g. portfolios subject to stress testing, scenarios adopted and 

methodologies used, and the use of stress testing in risk management). 
(g) (i) Strategies and processes to manage, hedge and mitigate risks that arise 

from its business model; and 
(ii) Processes for monitoring the continuing effectiveness of hedges and 

mitigants. 
 
 



 
 
Monetary Authority of Singapore  226 
 

Table 11-3: Overview of RWA  
Purpose To provide an overview of total RWA and further breakdowns of RWA. 
Scope of 
application  

This table is mandatory for all Reporting Banks.  

Content  RWA and capital requirements under Pillar 1 
Frequency  Quarterly  
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall identify and explain the drivers behind 
differences in current and prior quarterly reporting periods, where 
such differences are significant. The Reporting Bank shall explain the 
adjustments made where minimum capital requirements in column (c) 
do not correspond to 10% of RWA in column (a). If the Reporting Bank 
uses the IMM to calculate the credit risk-weighted exposure amount of 
its equity exposures, the Reporting Bank shall provide a description of 
the main characteristics of its internal model annually.   

 
  (a) (b) (c) 

 
  

RWA 
Minimum 
capital 

requirements 

 

As at end of 
current 
quarter  

As at end of 
prior quarter 

As at end 
of current  
quarter  

1 Credit risk (excluding CCR)    
2 of which: SA(CR) and SA(EQ)    

3 
of which: IRBA and IRBA(EQ) for 
equity exposures under the 
PD/LGD method  

   

4 CCR    
5 of which: SA(CCR)    

6 
of which: CCR internal models 
method 

   

7 
IRBA(EQ) for equity exposures 
under the simple risk weight 
method or the IMM 

   

8 
Equity investments in funds – look 
through approach   

   

9 
Equity investments in funds – 
mandate-based approach   

   

10 
Equity investments in funds – fall 
back approach   

   

10a 
Equity investment in funds –partial 
use of an approach  
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11 Unsettled transactions     

12 
Securitisation exposures in the 
banking book  

   

13 of which: IRBA(SE) - RBM and IAM    
14 of which: IRBA(SE) - SF    
15 of which: SA(SE)     
16 Market risk    
17 of which: SA(MR)    
18 of which: IMA    
19 Operational risk    
20 of which: BIA    
21 of which: SA(OR)    
22 of which: AMA    

23 
Amounts below the thresholds for 
deduction (subject to 250% risk 
weight) 

   

24 Floor adjustment     
25 Total    
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Table 11-3A: Explanatory Notes to Overview of RWA 
Definitions 
(a) Minimum Capital requirement: Pillar 1 capital requirements (based on 10% RWA) 

at the reporting date, after taking into account applicable capital floors and 
adjustments. 

(b) Credit risk (excluding CCR): This excludes capital requirements for securitisation 
exposures (which are reported in row 12) and for CCR (which are reported in row 
4), i.e. capital requirements for pre-settlement counterparty exposures arising 
from OTC derivative transactions, long settlement transactions and SFTs, capital 
requirements for exposures to CCPs included in the calculation of CCP RWA, and 
capital requirements for CVA risk.  

(c) Credit risk (excluding CCR) of which: IRBA and IRBA(EQ): This includes the 
capital requirements for equities in the banking book calculated in accordance 
with the PD/LGD method.  

(d) CCR: Row 4 relates to capital requirements for CCR  (including CVA RWA and CCP 
RWA). With effect from 1 January 2017, a Reporting Bank shall report in row 1 of 
this table information corresponding to the SA-CCR in accordance with Annex 7O. 
Before 1 January 2017, the Reporting Bank shall report in row 5 of this table, 
information corresponding to CCR exposures calculated using the Current 
Exposure Method and the CCR Standardised Method in accordance with Annex 7O 
and Annex 7P, respectively, that are in effect before 1 January 2017. CVA RWA 
and CCP RWA are excluded in rows 5 and 6.   

(e) Equity investments in funds – look-through approach: Disclosure of row 8 will 
take effect from 1 January 2017.  This is in accordance with paragraphs 7.5.62 to 
7.5.66 and 7.5.73.  

(f) Equity investments in funds – mandate-based approach: Disclosure of row 9 will 
take effect from 1 January 2017.  This is in accordance with paragraphs 7.5.67 to 
7.5.69 and 7.5.73. 

(g)  Equity investments in funds – fall-back approach: Disclosure of row 10 will take 
effect from 1 January 2017.  This is in accordance with paragraphs 7.5.70.  

(h) Equity investment in funds – partial use of an approach: Disclosure of row 10a 
will take effect from 1 January 2017.  This is in accordance with paragraph 
7.5.72. 

(i) Settlement risk: This is in accordance with paragraphs 7.3.36 to 7.3.40 and 
paragraphs 7.4.70 to 7.4.74.  

(j) Securitisation exposures in the banking book: The RWA amounts do not 
systemically correspond to the RWA reported in Tables 11-34 and 11-35, which 
are before application of the cap.  

(k) Market risk: This includes capital requirements for securitisation exposures 
booked in the trading book but excludes capital requirements for CCR. 

(l) Amounts below the thresholds for deduction (subject to 250% risk weight): The 
amounts correspond to items as defined under paragraph 6.1.3(p)(iii), subject to 
a 250% risk weight.  

(m) Floor adjustment: This is the impact of any Pillar 1 floor adjustment on total RWA 
and total capital such that the total row reflects the total RWA and total capital 
requirements, after including such an adjustment. A Reporting Bank shall not 
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disclose Pillar 2 adjustments in this row. The Reporting Bank shall reflect floor or 
adjustments at a more granular level (e.g. at risk category level) in the capital 
requirements reported for the risk category. 

(n) Total: This is the sum of rows 1, 4, 7, 8, 9, 10, 11, 12, 16, 19, 23 and 24. 
Linkages across tables 
(o) Amount in [Table 11-3:2/a] is equal to [Table 11-14:14/e].  
(p) Amount in [Table 11-3:3/a] is equal to the sum of [Table 11-17: Total (all 

portfolios)/i] + [Table 11-21: Specialised lending total RWA for HVCRE and other 
than HVCRE].  

(q) Amount in [Table 11-3:4/a] is equal to the sum of [Table 11-23:6/f + Table 11-
24:4/b + Table 11-30:1/b + Table 11-30:11/b].  

(r) Amount in [Table 11-3:7/a] is equal to the sum of [Table 11-21/Equities 
exposures: Simple risk weight method/Total RWA] + the RWA corresponding to 
the IMM in accordance with paragraphs 7.5.30 to 7.5.45.  

(s) Amount in [Table 11-3:12/c] is equal to the sum of [Table 11-34:1/n + Table 11-
34:1/o + Table 11-34:1/p + Table 11-34:1/q] + [Table 11-35:1/n + Table 11-
35:1/o + Table 11-35:1/p + Table 11-35:1/q]. 

(t)  Amount in [Table 11-3:17/a] is equal to [Table 11-38:9/a].   
(u) Amount in [Table 11-3:18/a] is equal to [Table 11-39:8/f]. 

 
 
Sub-division 3: Linkages between financial statements and regulatory 
exposures  
 
11.3.4 A Reporting Bank shall disclose the items set out in Tables 11-4 to 11-6. 
 
11.3.5 For the purposes of Tables 11-4 to 11-33, ‘carrying amounts’ refer to values 
of items as reported in financial statements but according to the scope of regulatory 
consolidation. 
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Table 11-4: Differences between Accounting and Regulatory Scopes of Consolidation and Mapping of Financial Statement Categories with 
Regulatory Risk Categories  
Purpose Columns (a) and (b) enable users to identify the differences between a Reporting Bank’s accounting scope of 

consolidation and its regulatory scope of consolidation. Columns (c) to (g) break down the amount reported in a 
Reporting Bank’s financial statements by regulatory risk categories. The sum of amounts in columns (c) to (g) 
may not be equal to the amount in column (b) as some items may be subject to regulatory capital requirements 
in more than one risk category.   

Scope of application  This table is mandatory for all Reporting Banks. 
Content  Carrying amounts 
Frequency  Annually  
Format  Flexible  
Accompanying 
narrative  

A Reporting Bank shall provide qualitative explanation on items that are subject to regulatory capital requirements 
in more than one risk category.  

 
 (a) (b) (c) (d) (e) (f) (g) 
  

Carrying 
amounts as 
reported in 

balance 
sheet of 

published 
financial 

statements 

Carrying 
amounts 

under 
regulatory 
scope of 

consolidation 

Carrying amounts of items - 

 

subject to 
credit risk 

requirements 

subject to 
CCR 

requirements 

subject to 
securitisation 
framework 

subject to 
market risk 

requirements 

not subject to 
capital 

requirements 
or subject to 

deduction 
from 

regulatory 
capital 

Assets  
Cash and balances at 
central banks         
Items in the course of        
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collection from other 
banks  
Trading portfolio assets         
Financial assets 
designated at fair value         
Derivative financial 
instruments         
Loans and advances to 
banks        
Loans and advances to 
customers        
Reverse repos and other 
similar secured lending         
Available for sale 
financial investments         
Current and deferred tax 
assets         
Prepayments, accrued 
income and other assets         
Investments in 
associates and joint 
ventures         
Goodwill and intangible 
assets         
Property, plant and 
equipment         
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Total assets         

Liabilities  
Deposits from banks         
Items in the course of 
collection due to other 
banks         
Customer accounts         
Repos and other similar 
secured borrowings         
Trading portfolio 
liabilities         
Financial liabilities 
designated at fair value         
Derivative financial 
instruments         
Debt securities in issue         
Accruals, deferred 
income and other 
liabilities         
Current and deferred tax 
liabilities         
Subordinated liabilities         
Provisions         
Retirement benefit 
liabilities         
Total liabilities         
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Table 11-4A: Explanatory Notes to Differences between Accounting and Regulatory Scopes of Consolidation and Mapping of Financial 
Statement Categories with Regulatory Risk Categories 
Instructions  
(a) The Reporting Bank shall adopt the balance sheet presentation in its financial reporting. 
(b) Columns (a) and (b) should be merged if a Reporting Bank’s accounting scope of consolidation is the same as its regulatory scope 

of consolidation. 
(c) Column (g) includes amounts not subject to capital requirements or subject to deductions from regulatory capital.  
(d) Where an item is subjected to capital requirements from more than one risk category framework, the item shall be reported in all 

columns that it is subjected to capital requirements. Therefore, the sum of amounts reported in columns (c) to (g) may be greater 
than the amount reported in column (b). 
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Table 11-5: Main Sources of Differences between Regulatory Exposure Amounts and Carrying Amounts in Financial Statements  
Purpose To provide information on the main sources of differences, other than due to the difference in scope of 

consolidation, between regulatory exposure amounts and carrying amounts in financial statements.  
Scope of application  This table is mandatory for all Reporting Banks. 
Content  Carrying amounts for rows 1 to 3 and exposure amounts considered for regulatory purposes for row 9. 
Frequency  Annually 
Format Flexible. Row headings are provided for illustrative purposes only and the rows should be adapted by the 

Reporting Bank to describe the most meaningful drivers for differences between regulatory exposure amounts 
and carrying amounts in financial statements. 

Accompanying narrative  Set out in Table 11-6  
 
  (a) (b) (c) (d) (e) 
  

Total 
Items subject to - 

 
 

credit risk 
requirements 

CCR 
requirements 

securitisation 
framework 

market risk 
requirements 

1 Asset carrying amount under 
regulatory scope of consolidation 
(as per Table 11-4) 

 

    
2 Liabilities carrying amount under 

regulatory scope of consolidation (as 
per Table 11-4) 

 

    
3 Total net amount under regulatory 

scope of consolidation 
 

    
4 Off-balance sheet amounts      
5 Differences in valuations        
6 Differences due to different netting 

rules, other than those already included 
in row 2  
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7 Differences due to consideration of 
provisions 

 
    

8 Differences due to prudential filters      
9 Exposure amounts considered for 

regulatory purposes 
 

    
 
Table 11-5A: Explanatory Notes to Main Sources of Differences between Regulatory Exposure Amounts and Carrying Amounts in Financial 
Statements 
Instructions  
(a) Off-balance sheet amounts: This includes notional amounts of off-balance sheet items in column (a) and the amounts subject to 

regulatory framework, after application of the CCFs in columns (b) to (e), where relevant. 
(b) Exposure amounts considered for regulatory purposes: This refers to the aggregate amount considered as a starting point of the 

RWA calculation for each risk category. 
Linkages across tables  
(c) Amounts in rows 1 and 2 of columns (b) to (e) correspond to amounts in columns (c) to (f) of Table 11-4. 
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Table 11-6: Qualitative Disclosure of Differences between Carrying Amounts in Financial 
Statements and Regulatory Exposure Amounts 
Purpose To provide qualitative explanation on the differences between carrying 

amounts in financial statements and regulatory exposure amounts 
under each framework. 

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall explain the sources of the differences between accounting 
amounts as per reported in financial statements and regulatory exposure amounts, as 
disclosed in Tables 11-4 and 11-5. A Reporting Bank shall provide a description of -  

(a) The sources of any significant differences between the amounts in columns (a) 
and (b) in Table 11-4. 

(b) The sources of differences between accounting amounts as reported in financial 
statements and exposure amounts considered for regulatory purposes shown in 
Table 11-5. 

(c) The systems and controls to ensure that the valuation adjustments are prudent 
and reliable, in accordance with the standards for a prudent valuation framework 
set out in Annex 8N. It shall include a description of -   
(i) valuation methodologies, including a description of the extent that mark-to-

market and mark-to-model methodologies are used;  
(ii) independent price verification process; and  
(iii) procedures for valuation adjustments or reserves, including a description of 

the process and the methodology for valuing trading positions by type of 
instrument. 
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Sub-division 4: Credit Risk 
 
11.3.6 This Sub-division includes items subject to the credit risk requirements under 
Part VII, excluding –  
 

(a)  capital requirements for securitisation exposures, as set out in 
Division 6 of Part VII; and  
 

(b) capital requirements relating to CCR (i.e. capital requirements for pre-
settlement counterparty exposures arising from OTC derivative 
transactions, long settlement transactions and SFTs, capital 
requirements for exposures to CCPs included in the calculation of CCP 
RWA, and capital requirements for CVA risk. . 

 
11.3.7 A Reporting Bank shall disclose the items set out in Tables 11-7 to 11-21.  

 
 

Table 11-7: General Qualitative Disclosures on Credit Risk 
Purpose To describe the main characteristics and elements of credit risk 

management, including its business model, credit risk profile, 
organisation and functions involved in credit risk management and risk 
management reporting. 

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall provide a description of its risk management objectives and 
policies for credit risk, in particular, a description of - 

(a) How the business model translates into the components of the Reporting Bank’s 
credit risk profile. 

(b) Criteria and approach used for defining credit risk management policy and the 
setting of credit risk limits. 

(c) Structure and organisation of the credit risk management and control function. 

(d) Relationships between the credit risk management, risk control, compliance and IA 
functions. 

(e) Scope and main content of the reporting on credit risk exposure and credit risk 
management function to the senior management and Board. 
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Table 11-8: Credit Quality of Assets 
Purpose To provide a comprehensive overview of the credit quality of a 

Reporting Bank’s on- and off-balance sheet assets. 
Scope of 
application  

This table is mandatory for all Reporting Banks.  

Content  Carrying amounts  
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative  

A Reporting Bank shall provide its definition of default.  

 
  (a) (b) (c) (d) 
  Gross carrying amount of 

 Impairment 
allowances 

Net values 
(a + b - c) 

  Defaulted 
exposures 

Non-defaulted 
exposures 

1 Loans     
2 Debt securities     
3 Off-balance sheet 

exposures 
    

4 Total     
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Table 11-8A: Explanatory Notes of Credit Quality of Assets 
Definitions 
(a) Gross carrying amount: The gross carrying amount is the accounting value before 

any impairment allowances but after write-offs. A Reporting Bank shall not take 
into account any CRM. The gross carrying amount of off-balance sheet exposures, 
which excludes revocable loan commitments for the purpose of this table, shall be 
measured as - 
(a) for guarantees, the maximum amount that a Reporting Bank would have 

to pay if the guarantees were called, gross of any CCF or CRM; and  
(b) for irrevocable loan commitments, the total amount that a Reporting Bank 

has committed to lend, gross of any CCF or CRM.  
(b) Write-offs: This refers a direct reduction of the carrying amount when a Reporting 

Bank has no reasonable expectations of recovery.  
(c) Defaulted exposures: This refers to exposures that the Reporting Bank has 

defined as defaulted for regulatory purposes. For IRBA exposures and IRBA(EQ) 
exposures, this refers to exposures meeting the definition of default set out in 
Annex 7X.  

(d) Non-defaulted exposures: This refers to any exposures that are not defaulted 
exposures.  

(e) Impairment allowances: This refers to the total amount of impairment, made via 
an allowance against impaired and non-impaired exposures in accordance with 
the Accounting Standards. 

(f)  Net values: This is the total gross carrying amount less impairment allowances. 
Linkages across tables 
(g) Amount in [Table 11-8:1/d] is equal to the sum [Table 11-12:1/a + Table 11-

12:1/b]. 
(h) Amount in [Table 11-8:2/d] is equal to the sum [Table 11-12:2/a + Table 11-

12:2/b].  
(i) Amount in [Table 11-8:4/a] is equal to [Table 11-9:6/a]. 
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Table 11-9: Changes in Stock of Defaulted Loans and Debt Securities 
Purpose To identify the changes in the defaulted exposures of a Reporting 

Bank, the flows between non-defaulted and defaulted exposure 
categories and reductions in the defaulted exposures due to write-offs. 

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Carrying amounts 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain the drivers of any significant changes in 
the amount of defaulted exposures from the previous semi-annual 
reporting period and any significant movement between defaulted and 
non-defaulted loans.  

 

  (a) 

1 Defaulted loans and debt securities at end of the previous semi-
annual reporting period 

 

2 Loans and debt securities that have defaulted since the previous semi-
annual reporting period  

 

3 Returned to non-defaulted status  

4 Amounts written-off  

5 Other changes  

6 Defaulted loans and debt securities at end of the semi-annual 
reporting period  
(1+2-3-4±5) 

 

 
Table 11-9A: Explanatory Notes of Changes in Stock of Defaulted Loans and Debt 
Securities 
Definitions 
(a) Defaulted exposures: Such exposures shall be net of write-offs and gross of 

impairment allowances. 
(b) Loans and debt securities that have defaulted since the previous semi-annual 

reporting period: This refers to any loans or debt securities that became marked 
as defaulted during the semi-annual reporting period. 

(c) Return to non-defaulted status: This refers to defaulted loans or debt securities 
that a Reporting Bank deems as non-defaulted assets during the semi-annual 
reporting period. 

(d) Amounts written-off: This refers to both total and partial write offs. 
(e) Other changes: These are the balancing items that are necessary to enable 

reconciliation. 
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Table 11-10: Additional Disclosures related to the Credit Quality of Assets  
Purpose To provide information on the credit quality of a Reporting Bank’s assets.  
Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative and quantitative (carrying amounts) information  
Frequency  Annually 
Format  Flexible 

 
Qualitative Disclosures 
A Reporting Bank shall provide a description of - 

(a) Scope and definitions of past due and impaired exposures in accordance with the 
Accounting Standards and the differences, if any, between the definition of past 
due and default for accounting and regulatory purposes. 

(b) Extent of exposures that are past due for more than 90 days which are not 
considered to be impaired and its justifications. 

(c) Methods used for determining if an exposure is impaired. 

(d) Definition of a restructured exposure. 

Quantitative Disclosures 
(e) Breakdown of credit risk exposures by geographical areas, industry and residual 

maturity. 

(f) Amounts of impaired exposures (using the definition of impairment in accordance 
with the Accounting Standards) and related allowances and write-offs, broken 
down by geographical areas and industry. 

(g) Ageing analysis of past due exposures in accordance with the Accounting 
Standards. 

(h) Breakdown of restructured exposures, by impaired and non-impaired exposures. 
 
 
Table 11-11: Qualitative Disclosures related to CRM Techniques 
Purpose To provide qualitative information on the mitigation of credit risk. 
Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative  
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall provide a description of - 

(a) (i) Core features of policies and processes for off-balance sheet netting; and  
(ii) Extent to which a Reporting Bank makes use of off-balance sheet netting. 

(b) Core features of policies and processes for collateral evaluation and 
management. 

(c) Market or credit risk concentrations under the CRM instruments used (i.e. by 
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guarantor type, collateral and credit derivative providers). 
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Table 11-12: Overview of CRM Techniques 
Purpose To provide information on the extent of usage of CRM techniques. 
Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Carrying amounts. A Reporting Bank shall include all CRM techniques used to reduce capital requirements and shall 
disclose all secured exposures, irrespective of whether the SA(CR) or IRBA is used for RWA calculation.  

Frequency  Semi-annually 
Format  Fixed. In the event that a Reporting Bank is unable to categorise exposures secured by collateral, financial 

guarantees and credit derivatives into loans and debt securities, the Reporting Bank may merge row 1 and row 2 or 
divide the amount by the pro-rata weight of gross carrying amounts. The Reporting Bank shall explain which 
method it adopted. 

Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and key drivers of 
such changes. 

 

  (a) (b) (c) (d) (e) (f) (g) 
 

 

Carrying 
amount of 
unsecured 
exposures 

Exposures 
secured by     
collateral 

Exposures 
secured by 

collateral, of 
which: secured 

amount 

Exposures 
secured by 
financial 

guarantees 

Exposures secured 
by financial 

guarantees, of 
which: secured 

amount 

Exposures 
secured by        

credit 
derivatives 

Exposures secured 
by credit 

derivatives, of 
which: secured 

amount 

1 Loans         
2 Debt 

securities  
       

3 Total         
4 Of 

which: 
defaulted  
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Table 11-12A: Explanatory Notes of Overview of CRM Techniques 
Instructions  
(a) Carrying amount of unsecured exposures: This refers to the carrying amount of exposures (net of impairment allowances) that 

do not benefit from a CRM technique.  
(b) Exposures secured by collateral: This refers to the carrying amount of exposures (net of impairment allowances) partly or 

totally secured by collateral, regardless of what portion of the original exposure is secured. 
(c) Exposures secured by collateral, of which secured amount: This refers to the amount of the exposure portions, which are 

secured by collateral. Where the value of the collateral (i.e. the amount that the collateral can be settled for) exceeds the 
amount of the exposure, the Reporting Bank shall report the exposure amount (i.e. the Reporting Bank shall not report the 
over-collateralisation).  

(d) Exposures secured by financial guarantees: This refers to the carrying amount of exposures (net of impairment allowances) 
partly or totally secured by financial guarantees, regardless of what portion of the original exposure is guaranteed. 

(e) Exposures secured by financial guarantees, of which secured amount: This refers to the amount of the exposure portions, 
which are covered by the financial guarantee. Where the value of the guarantee (i.e. the amount that can be obtained if the 
guarantee is called) is above the amount of the exposure, the Reporting Bank shall report the exposure amount (i.e. the 
Reporting Bank shall not report the excess value). 

(f) Exposures secured by credit derivatives: This refers to the carrying amount of exposures (net of impairment allowances) partly 
or totally secured by credit derivatives, regardless of what portion of the original exposure is secured. 

(g) Exposures secured by credit derivatives, of which secured amount: This refers to the amount of the exposure portions, which 
are secured by the credit derivatives. Where the value of the credit derivative (i.e. amount that the credit derivative can be 
settled for) is above the amount of the exposure, the Reporting Bank shall report the exposure amount (i.e. the Reporting 
Bank shall not report the excess value).   
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Table 11-13: Qualitative Disclosures on the use of external credit ratings under the 
SA(CR)  
Purpose To supplement the information on a Reporting Bank’s use of SA(CR) with 

qualitative information on the use of external ratings. 
Scope of 
application  

This table is mandatory for Reporting Banks using the SA(CR) for its 
RWA calculation. The Reporting Bank may omit disclosures pertaining to 
certain SA(CR) asset classes if the exposures and RWA amounts are 
negligible. The Reporting Bank shall explain clearly why it considers the 
omitted information not to be meaningful to users, including a 
description of the portfolios concerned and the aggregate total RWA 
these asset classes represent.  

Content  Qualitative  
Frequency  Annually 
Format  Flexible  

 
For portfolios under the SA(CR), a Reporting Bank shall disclose information on -  

(a) The names of the ECAIs used by the Reporting Bank, and the reasons for any 
changes over the annual reporting period. 

(b) The asset classes for which each ECAI is used. 

(c) The process used to transfer the issuer to issue credit ratings onto comparable 
assets in the banking book, as set out in paragraphs 7.3.5, 7.3.6 and 7.3.8.  

 
 



 
 
Monetary Authority of Singapore  246 
 

Table 11-14: SA(CR) and SA(EQ) - Credit Risk Exposure and CRM Effects 
Purpose To illustrate the effects of CRM on the calculation of capital requirements for SA(CR) and SA(EQ). The RWA density 

provides a synthetic metric on the riskiness of each portfolio.  
Scope of 
application  

This table is mandatory for Reporting Banks using the SA(CR) and SA(EQ). The Reporting Bank may omit disclosures 
pertaining to certain portfolios in this table if the exposures and RWA amounts are negligible. The Reporting Bank 
shall state clearly why it considers the omitted information not to be meaningful to users, including a description of 
the portfolios concerned and the aggregate total RWA these portfolios represent. 

Content  Regulatory exposure amounts  
Frequency  Semi-annually 
Format  Fixed. Columns are fixed and the rows reflect the asset classes under SA(CR) and SA(EQ) under Part VII of MAS 

Notice 637.   
 

(a) (b) (c) (d) (e) (f) 

Exposures before CCF and CRM 
Exposures post-CCF and post-

CRM 
RWA and RWA density 

 Asset classes 
On-balance sheet 

amount 
Off-balance sheet 

amount 
On-balance 

sheet amount 
Off-balance sheet 

amount 
RWA 

RWA 
density 

1 Cash items       

2 Central government and 
central bank  

      

3 PSE        

4 MDB        

5 Bank        

6 Corporate        

7 Regulatory retail        

8 Residential mortgage        

9 CRE        
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10 Equity - SA(EQ)       

11 Past due exposures        

12 Higher-risk categories        

13 Other exposures        

14 Total       
 
Table 11-14A: Explanatory Notes of SA(CR) and SA(EQ) - Credit Risk Exposure and CRM Effects 
Instructions  
(a) Higher-risk categories: A Reporting Bank shall include the exposures that are risk-weighted at 150% or higher in row 12 and that 

are not already included in the other rows. From 1 January 2017, the equity investments in funds shall not be reported in this table 
but only in Table 11-3.  

(b) Other exposures asset class: This refers to SA(CR) exposures in the other exposures asset class as set out in paragraph 7.3.1(j).   
(c) Exposures before CCF and CRM, on-balance sheet amount: A Reporting Bank shall disclose the regulatory exposure amount (net of 

impairment allowances and write-offs) under the regulatory scope of consolidation gross of any CRM.  
(d) Exposures before CCF and CRM, off-balance sheet amount: A Reporting Bank shall disclose the off-balance sheet exposures, gross 

of CCF and any CRM under the regulatory scope of consolidation. 
(e) Exposures post-CCF and post-CRM: This is the amount to which the capital requirements are applied (i.e. before the application of 

the relevant risk weights). It is a net credit equivalent amount, after having applied CRM  and CCF. 
(f) RWA density: Total RWA divided by the exposures post-CCF and post-CRM, expressed as a percentage.  
Linkages across tables 
(g) The amount in [Table 11-14:14/c + Table 11-14:14/d] is equal to the amount in [Table 11-15:14/j]. 
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Table 11-15: SA(CR) and SA(EQ) – Exposures by Asset Classes and Risk Weights  
Purpose To present the breakdown of credit risk exposures under the SA(CR) and SA(EQ) by asset class and risk weight, 

corresponding to the level of risk attributed to the exposures.  
Scope of 
application  

This table is mandatory for Reporting Banks using the SA(CR) and SA(EQ). The Reporting Bank may omit disclosures 
pertaining to certain portfolios in this table if the exposures and RWA amounts are negligible. The Reporting Bank shall 
state clearly why it considers the omitted information not to be meaningful to users, including a description of the 
portfolios concerned and the aggregate total RWA these portfolios represent. 

Content  Regulatory exposure amounts 
Frequency  Semi-annually 
Format  Fixed. The rows reflect the asset classes under SA(CR) and SA(EQ) under Part VII. 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers of 
such changes.  

 
  (a) (b) (c) (d) (e) (f) (g) (h) (i) (j) 

                                                  Risk 
weight 

 
Asset classes  

0% 10% 20% 35% 50% 75% 100% 150% Others 

Total 
credit exposure 

amount (post-CCF 
and post-CRM) 

1 Cash items            

2 Central government and central bank            

3 PSE            

4 MDB            

5 Bank            

6 Corporate            

7 Regulatory retail            

8 Residential mortgage            
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9 CRE            

10 Equity - SA(EQ)            

11 Past due exposures           

12 Higher-risk categories           

13 Other exposures                   

14 Total                  
 
Table 11-15A: Explanatory Notes of SA(CR) and SA(EQ) - Exposures by Asset Classes and Risk Weights 
Instructions  
(a) Total credit exposure amount (post-CCF and post-CRM): This refers to the amount used for computing capital requirements (both 

for on- and off-balance sheet amounts), net of impairment allowances and write-offs and after applying CRM and CCF but before 
the application of the relevant risk weights.  

(b) Past due exposures: This corresponds to the unsecured portion of any exposures that is past due for more than 90 days, as set out 
in paragraph 7.3.31.  

(c) Higher-risk categories: A Reporting Bank shall include the exposures that are risk-weighted at 150% or higher in row 12 and that 
are not already included in the other rows. From 1 January 2017, the equity investments in funds shall not be reported in this 
table, but only in Table 11-3. 

(d) Other exposures asset class: This refers to SA(CR) exposures in the other exposures asset class as set out in paragraph 7.3.1(j).   
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Table 11-16: Qualitative Disclosures for IRBA Models  
Purpose To provide additional information on models used to compute RWA under 

IRBA models. 
Scope of 
application  

This table is mandatory for Reporting Banks using the A-IRBA, F-IRBA, 
IRBA for the IRBA retail asset class or IRBA(EQ) – PD/LGD method for 
some or all of their exposures. To provide meaningful information to 
users, the Reporting Bank shall describe the main characteristics of the 
models used at the Group level, in accordance with the regulatory scope 
of consolidation, and explain how the scope of the described models was 
determined. The commentary shall include the percentage of RWA 
covered by the models of each of the regulatory portfolios. 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall provide a description of - 

(a) Internal model development, controls and changes, in particular, the role of the 
functions involved in the development, approval and subsequent changes of the 
credit risk models. 

(b) (i) Relationships between risk management function and IA function; and  
(ii) Procedure to ensure the independence of the function in charge of the 

review of the models from the function in charge of the development of the 
models. 

(c) Scope and main content of the reporting related to credit risk models.  

(d) Scope of approval by the Authority. 

(e) For each of the portfolios, the Reporting Bank shall indicate the portion of E or 
EAD, whichever is applicable, within the Group (expressed as a percentage of total 
credit risk exposure) covered by SA(CR), SA(EQ), F-IRBA,  A-IRBA, IRBA for the 
IRBA retail asset class and IRBA(EQ) – PD/LGD method and the portion of 
portfolios that are involved in a rollout plan. 

(f) Number of key models used with respect to each portfolio, with a brief description 
of the main differences among the models within the same portfolios. 

(g) Main characteristics of the approved models: 
(i) Definitions, methods and data for estimation and validation of PD (e.g. how 

PDs are estimated for low default portfolios, if there are regulatory floors, 
the drivers for differences observed between PD and actual default rates at 
least for the last three annual reporting periods); 

(ii) LGD (e.g. methods to calculate downturn LGD, how LGDs are estimated for 
low default portfolio; the time lapse between the default event and the 
closure of the exposure), where applicable; and 

(iii) CCFs, including assumptions employed in the derivation of these variables, 
where applicable. 
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Table 11-17: IRBA - Credit Risk Exposures by Portfolio and PD Range 
Purpose To provide main parameters used for the calculation of capital requirements for IRBA models, so as to enhance 

the transparency of RWA calculations and the reliability of regulatory measures.  
Scope of application  This table is mandatory for Reporting Banks using the A-IRBA, F-IRBA, IRBA for the IRBA retail asset class or 

IRBA(EQ) – PD/LGD method for some or all of their credit risk exposures. 
Content  Columns (a) and (b) are carrying amounts and columns (c) to (l) are regulatory amounts. All columns are based 

on the regulatory scope of consolidation. 
Frequency  Semi-annually 
Format  Fixed. The columns and PD range in the rows are fixed. A Reporting Bank shall disclose one table for portfolios 

using F-IRBA, and one table for portfolios using A-IRBA and IRBA for the IRBA retail asset class.  
Accompanying 
narrative 

A Reporting Bank shall explain the effect of credit derivatives on RWA.  

 

PD range 

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) 
Original 

on-balance 
sheet gross 
exposures 

Off-balance 
sheet 

exposures 
pre-CCF 

Average 
CCF 

EAD post-
CRM and 
post-CCF 

Average 
PD 

Number 
of 

obligors 

Average 
LGD 

Average 
maturity 

RWA 
RWA 

density 
EL TEP 

Portfolio X  
0.00 to < 0.15            
0.15 to <0.25            
0.25 to <0.50            
0.50 to <0.75            
0.75 to < 2.50            
2.50 to < 10.00            
10.00 to <100.00            
100.00 
(Default) 

           

Sub-total             
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Total (all 
portfolios) 

            

 
Table 11-17A: Explanatory Notes to IRBA - Credit Risk Exposures by Portfolio and PD Range 
Definitions 
(a) Portfolio X includes the following regulatory portfolios under the F-IRBA: (i) Sovereign; (ii) Banks; (iii) Corporate; (iv) Corporate 

small business; (v) Specialised Lending; (vi) High Volatility Commercial Real Estate; (vii) Equity (PD/LGD methods described in 
paragraphs 7.5.46 to 7.5.60); (viii) Purchased receivables, as defined in Part VII.  
 
Portfolio X also includes the following regulatory portfolios under the A-IRBA and IRBA for the IRBA retail asset class: (i) 
Sovereign; (ii) Banks; (iii) Corporate; (iv) Corporate small business; (v) Specialised Lending; (vi) High Volatility Commercial Real 
Estate; (vii) Equity (PD/LGD method as described in paragraphs 7.5.46 to 7.5.60); (viii) Retail - QRRE; (ix) Retail - Residential 
mortgage; (x) Retail – small business as set out under paragraph 7.4.16(c)(ii); (xi) Other retail exposures; (xii) Purchased 
receivables, as defined in Part VII.  

(b) Original on-balance sheet gross exposure: This refers to the amount of the on-balance sheet exposure gross of impairment 
allowances (before taking into account the effect of CRM). 

(c) Off-balance sheet exposure pre-CCF: This refers to the exposure value without taking into account valuation adjustments and 
impairment allowances, CCFs and the effect of CRM. 

(d)  Average CCF: This refers to EAD post-CCF for off-balance sheet exposure to total off-balance sheet exposure pre-CCF. 
(e) EAD post-CRM: This refers to the amount relevant for the capital requirements calculation. 
(f) Number of obligors: This corresponds to the number of obligors in each PD range. Approximation to the nearest rounded number is 

acceptable.  
(g) Average PD: This refers to the PD associated with each obligor grade, weighted by EAD. 
(h) Average LGD: This refers to the LGD associated with each obligor grade, weighted by EAD. The LGD shall be net of any CRM. 
(i) Average maturity: This refers to the obligor maturity in years weighted by EAD. This parameter needs to be filled in only when it is 

used for the RWA calculation. 
(j) RWA density: This corresponds to total RWA to EAD post-CRM. 
(k) EL: This is calculated according to Sub-division 14 of Division 4 of Part VII. 
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Table 11-18: IRBA – Effect on RWA of Credit Derivatives used as CRM  
Purpose To illustrate the effect of credit derivatives on the calculation of IRBA 

capital requirements. Pre-credit derivatives RWA assess the impact of 
credit derivatives on RWA, irrespective of the effects of CRM.  

Scope of 
application  

This table is mandatory for Reporting Banks using the A-IRBA, F-IRBA, 
IRBA for the IRBA retail asset class or IRBA(EQ) – PD/LGD method for 
some or all of their credit risk exposures. 

Content  RWA that are subject to credit risk approach 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank could explain the effect of credit derivatives on its 
RWA.  

 
 (a) (b) 

 Pre-credit derivatives RWA Actual RWA 

1 Sovereign – F-IRBA   

2 Sovereign – A-IRBA   

3 Banks – F-IRBA   

4 Banks – A-IRBA   

5 Corporate – F-IRBA   

6 Corporate – A-IRBA   

7 Corporate small business – 
F-IRBA  

  

8 Corporate small business – 
A-IRBA  

  

9 Specialised lending- F-IRBA   

10 Specialised lending- A-IRBA   

11 High Volatility Commercial 
Real Estate – F-IRBA 

  

12 High Volatility Commercial 
Real Estate – A-IRBA 

  

13 Retail – QRRE   

14 Retail – residential 
mortgage  

  

15 Retail –small business   

16 Other retail exposures   

17 Equity – F-IRBA   

18 Equity – A-IRBA   

19 Purchased receivables –  
F-IRBA 

  



 
 
Monetary Authority of Singapore  254 
 

20 Purchased receivables –  
A-IRBA 

  

21 Total    
 
Table 11-18A: Explanatory Notes of IRBA – Effect on RWA of Credit Derivatives used as 
CRM  
Definitions 
(a) Pre-credit derivatives RWA: This refers to the hypothetical RWA calculated 

assuming the absence of recognition of the credit derivative as a CRM technique.  
(b) Actual RWA: This refers to the RWA taking into account the effects of CRM 

through the use of the credit derivative.  
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Table 11-19: IRBA– RWA Flow Statement for Credit Risk Exposures  
Purpose To present a flow statement explaining variations in the credit RWA 

determined under the IRBA.  
Scope of 
application  

This table is mandatory for Reporting Banks using the A-IRBA, F-IRBA, 
IRBA for the IRBA retail asset class or IRBA(EQ) – PD/LGD method  for 
some or all of their credit risk exposures. 

Content  RWA corresponding to credit risk only, excluding CCR. Changes in 
RWA amounts over the quarterly reporting period for each of the key 
drivers should be based on a Reporting Bank’s reasonable estimation 
of the figure.  

Frequency  Quarterly  
Format  Fixed. The column and rows 1 and 9 are fixed. A Reporting Bank may 

add additional rows between rows 7 and 8 to disclose other material 
drivers of RWA movements over the quarterly reporting period. 

Accompanying 
narrative  

A Reporting Bank shall explain any significant change over the 
quarterly reporting period and the key drivers of such changes.  

 
  (a) 

 
 

RWA 
amounts 

1 RWA as at end of previous quarter  

2 Asset size  

3 Asset quality  

4 Model updates  

5 Methodology and policy  

6 Acquisitions and disposals  

7 Foreign exchange movements  

8 Other  

9 RWA as at end of quarter  
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Table 11-19A: Explanatory Notes of IRBA– RWA Flow Statement for Credit Risk 
Exposures  
Definitions 
(a) Asset size: This refers to organic changes in book size and composition (including 

origination of new businesses and maturing loans) but excludes changes in book 
size due to acquisitions and disposal of entities. 

(b) Asset quality: This refers to changes in the assessed quality of the Reporting 
Bank’s assets due to changes in borrower risk, such as rating grade migration or 
similar effects. 

(c) Model updates: This refers to changes due to model implementation, changes in 
model scope, or any changes intended to address model weaknesses. 

(d) Methodology and policy: This refers to changes due to methodological changes in 
calculations driven by regulatory policy changes, including both revisions to 
existing regulations and new regulations.  

(e) Acquisitions and disposals: This refers to changes in book sizes due to acquisitions 
and disposal of entities. 

(f) Foreign exchange movements: This refers to changes driven by market 
movements such as foreign exchange movements. 

(g) Other: This category captures changes that cannot be attributed to any other 
category.  
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Table 11-20: IRBA – Backtesting of PD per Portfolio  
Purpose To provide backtesting data to validate the reliability of PD calculations. This table compares the PD used in IRBA capital 

calculations with the effective default rates of bank obligors. A Reporting Bank shall use, at a minimum, a five-year 
average annual default rate to compare the PD with a more stable default rate. The Reporting Bank may use a longer 
historical period that is consistent with its actual risk management practices. 

Scope of 
application  

This table is mandatory for Reporting Banks using the A-IRBA, F-IRBA, IRBA for the IRBA retail asset class or IRBA(EQ) 
– PD/LGD method for some or all of their credit risk exposures. To provide meaningful information to users on the 
backtesting of its internal models, the Reporting Bank shall include the key models used at the Group level, in 
accordance with the regulatory scope of consolidation and explain how the scope of the described models was 
determined. The commentary shall include the percentage of RWA covered by the models for which backtesting results 
are shown for each of the Reporting Bank’s regulatory portfolios. 

Content  Modelling parameters used in IRBA calculation  
Frequency  Annually 
Format  Flexible. A Reporting Bank shall disclose one table for portfolios using F-IRBA, and one table for portfolios using A-IRBA 

and IRBA for the IRBA retail asset class. 
Accompanying 
narrative 

A Reporting Bank shall explain any significant change over the annual reporting period and the key drivers of such 
changes. The Reporting Bank could disclose the amount of exposure and number of obligors whose defaulted exposures 
have been cured in the annual reporting period.  

 
(a) (b) (c) (d) (e) (f) (g) (h) (i) 

Portfolio X PD Range S&P 
Fitch’s 
Rating 

Moody’s 
Rating 

Weighted 
average 

PD 

Arithmetic 
average PD 
by obligors 

Number of obligors Defaulted 
obligors in the 

annual 
reporting 
period 

 

of which: 
new 

defaulted 
obligors in 
the annual 
reporting 
period 

Average 
historical 
annual 

default rate 

End of 
previous 
annual 

reporting 
period 

End of the 
annual 

reporting 
period 
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Table 11-20A: Explanatory Notes of IRBA – Backtesting of PD per Portfolio 
Definitions 
(a) Portfolio X includes the following regulatory portfolios under the F-IRBA: (i) Sovereign; (ii) Banks; (iii) Corporate; (iv) Corporate 

small business; (v) Specialised lending; (vi) High Volatility Commercial Real Estate; (vii) Equity (PD/LGD methods described in 
paragraphs 7.5.46 to 7.5.60); (viii) Purchased receivables, as defined in Part VII. 
 
Portfolio X also includes the following regulatory portfolios under the A-IRBA and IRBA for the IRBA retail asset class: (i) Sovereign; 
(ii) Banks; (iii) Corporate; (iv) Corporate small business; (v) Specialised Lending; (vi) High Volatility Commercial Real Estate; (vii) 
Equity (PD/LGD method as described in paragraphs 7.5.46 to 7.5.60); (viii) Retail - QRRE; (ix) Retail - Residential mortgage; (x) 
Retail – small business as set out under paragraph 7.4.16(c)(ii); (xi) Other retail exposures; (xii) Purchased receivables, as defined 
in Part VII. 

(b) Weighted average PD: This refers to the PD associated with each obligor grade, weighted by EAD. 
(c) Arithmetic average PD by obligors: This refers to the arithmetic mean of PDs of the number of obligors within the PD range. 
(d) Number of obligors: This includes the number of obligors at both (i) the end of the previous annual reporting period; and (ii) the 

end of the reporting annual reporting period. 
(e) Defaulted obligors in the annual reporting period: This refers to the number of defaulted obligors during the annual reporting 

period. 
(f) Defaulted obligors in the annual reporting period, of which: new defaulted obligors in the annual reporting period: This refers to the 

number of obligors that defaulted during the last 12-month period that were not funded at the end of the previous financial annual 
reporting period. 

(g) Average historical annual default rate: The five-year average of the annual default rate (number of obligors at the beginning of 
each year that have defaulted during that year divided by the total number of obligors at the beginning of the year) is a minimum. 
A Reporting Bank should use a longer historical period that is consistent with the Reporting Bank’s risk management practices. 
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Table 11-21: IRBA - Specialised Lending and Equities under the Simple Risk Weight Method 
Purpose To provide quantitative disclosures of a Reporting Bank’s specialised lending and equity exposures using the simple risk 

weight method.  
Scope of 
application  

This table is mandatory for Reporting Banks using the supervisory slotting criteria for IRBA exposures belonging to the 
SL asset sub-class or HVCRE asset sub-classes and the IRBA(EQ) – simple risk weight method.  

Content  Carrying amounts, exposure amounts and RWA 
Frequency  Semi-annually 
Format  Flexible  
Accompanying 
narrative 

A Reporting Bank shall explain any significant change over the semi-annual reporting period and the key drivers of such 
changes.  

 
Specialised lending 
Other than HVCRE 

Regulatory 
categories 

Remaining 
maturity 

On-balance 
sheet 

amount 

Off-balance 
sheet 

amount 

Risk 
weight 

Exposure amount 
RWA 

Expected 
losses PF OF CF IPRE Total 

Strong 

Less than 2.5 
years 

  
50%        

Equal to or more 
than 2.5 years 

  
70%        

Good 

Less than 2.5 
years 

  
70%        

Equal to or more 
than 2.5 years 

  
90%        

Satisfactory    115%        

Weak    250%        

Default    -        
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Total             

HVCRE 

Regulatory 
categories 

Remaining 
maturity 

On-balance 
sheet 

amount 

Off-balance 
sheet 

amount 

Risk 
weight 

Exposure amount RWA 
Expected 

losses 

Strong 

Less than 2.5 
years 

  
70%    

Equal to or more 
than 2.5 years 

  
95%    

Good 

Less than 2.5 
years 

  
95%    

Equal to or more 
than 2.5 years 

  
120%    

Satisfactory    140%    

Weak    250%    

Default    -    

Total        
Equity exposures under the simple risk weight method  

Categories 
On Balance 

sheet 
amount 

Off balance 
sheet 

amount 
RW Exposure amount RWA 

 

Exchange-traded equity 
exposures 

  
300% 

 
 

Other equity exposures   400%   

Total      
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Table 11-21A: Explanatory Notes of IRBA - Specialised Lending and Equities under the Simple Risk Weight Method 
Definitions 
(a) On-balance sheet amount: This is the EAD (net of impairment allowances and write-offs) under the regulatory scope of 

consolidation.  
(b) Off-balance sheet amount: This is the EAD without taking into account CCFs and the effect of CRM.  
(c) Exposure amount: This is the amount for the capital requirement computation, after application of CCF and CRM.  
(d) Expected losses: This is the EL calculated in accordance with Sub-division 14 of Division 4 of Part VII.  
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Sub-division 5: Counterparty credit risk 
 
11.3.8 The counterparty credit risk section includes all exposures in the banking 
book and trading book that are subject to capital requirements for CCR requirements, i.e. 
capital requirements for pre-settlement counterparty exposures arising from OTC 
derivative transactions, long settlement transactions and SFTs, capital requirements for 
exposures to CCPs included in the calculation of CCP RWA, and capital requirements for 
CVA risk.   
  
11.3.9 A Reporting Bank shall disclose the items set out in Tables 11-22 to 11-30.  
 
Table 11-22: Qualitative Disclosures related to CCR 
Purpose To describe the main characteristics of CCR management (e.g. operating 

limits, use of guarantees and other CRM techniques, impacts of own 
credit downgrading).  

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible  
 
A Reporting Bank shall provide a description of - 
(a) Risk management objectives and policies related to CCR. 
(b) Methodologies used to assign economic capital and credit limits for counterparty 

credit exposures and for CCP exposures. 
(c) Policies relating to guarantees and assessments concerning CCR, including 

exposures towards CCPs. 
(d) Policies relating to general or specific wrong-way risk. 
(e) Impact of the amount of collateral that the Reporting Bank would have to provide 

given a credit rating downgrade. 
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Table 11-23: Analysis of CCR Exposure by Approach 
Purpose  To provide a comprehensive view of the methods used to calculate CCR regulatory requirements and the main 

parameters used within each method.  
Scope of application  This table is mandatory for all Reporting Banks. 
Content  Regulatory exposures, RWA and parameters used for RWA calculations for all exposures subject to capital 

requirement for CCR (excluding capital requirements for exposures to CCPs included in the calculation of CCP 
RWA, and capital requirements for CVA risk).  

Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers 
of such changes.  

 
 (a) (b) (c) (d) (d.1) (e) (f) 

Replacement 
cost 

Potential 
future 

exposure 
Effective EPE 

Fixed beta 
factor, β used 

for 
computing 
regulatory 

EAD 

α used for 
computing 
regulatory 

EAD 

EAD (post-
CRM) 

RWA 

1 SA-CCR (for derivatives)    1.4    

2 CCR internal models 
method (for derivatives and 
SFTs) 

       

3 FC(SA) (for SFTs)        

4 FC(CA) (for SFTs)        

5 VaR for SFTs        
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 (a) (b) (c) (d) (d.1) (e) (f) 

Replacement 
cost 

Potential 
future 

exposure 
Effective EPE 

Fixed beta 
factor, β used 

for 
computing 
regulatory 

EAD 

α used for 
computing 
regulatory 

EAD 

EAD (post-
CRM) 

RWA 

6 Total        
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Table 11-23A: Explanatory Notes to Analysis of CCR Exposure by Approach  

Definitions 

(a) Replacement cost: The replacement cost under the Current Exposure Method is set out in paragraphs 1.1(a) and 1.2(a) of Annex 
7O, that is in effect before 1 January 2017. The replacement cost under the SA-CCR is set out in paragraphs 2.1, 2.3 and 4.2(a) of 
Annex 7O, that takes effect on 1 January 2017.  

(b) Potential future exposure: The potential future exposure under the Current Exposure Method is set out in paragraphs 1.1(b), 1.2(b) 
and 1.3 of Annex 7O. The potential future exposure under the SA-CCR is set out in paragraphs 3.1 and 4.2(b) of Annex 7O.  

(c) Effective EPE: Effective EPE is computed in accordance with Section 3 of Annex 7Q.  

(d) EAD (post-CRM): This refers to the amount relevant for the capital requirements calculation after applying CRM, computed in 
accordance with paragraphs 7.2.20A, 7.2.23 and 7.2.32A. 

Instructions 
(e) With effect from 1 January 2017, a Reporting Bank shall report in row 1 of this table information corresponding to the SA-CCR in 

accordance with Annex 7O. Before 1 January 2017, the Reporting Bank shall report in row 1 of this table, information corresponding 
to CCR exposures calculated using the Current Exposure Method and the CCR Standardised Method in accordance with Annex 7O 
and Annex 7P, respectively, that are in effect before 1 January 2017. 
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Table 11-24: CVA Risk Capital Requirements 
Purpose  To provide the calculations for CVA risk capital requirements, with a 

breakdown by standardised and advanced methods.    
Scope of 
application  

This table is mandatory for all Reporting Banks with exposures subject to 
CVA risk capital requirements. 

Content  RWA and corresponding EADs. 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-
annual reporting period and the key drivers of such changes.  

 
  (a) (b) 

 
  

EAD (post-
CRM) 

RWA 
 

 Total portfolios subject to the Advanced CVA capital 
requirement 

    

1 (i) VaR component (including the three-times 
multiplier) 

    

2 (ii) Stressed VaR component (including the three-times 
multiplier) 

    

3 All portfolios subject to the Standardised CVA capital 
requirement 

    

4 Total portfolios subject to the CVA risk capital 
requirement 

    

 
Table 11-24A:  Explanatory Notes to CVA Risk Capital Requirements 

Definitions  

(a) Advanced CVA capital requirement: This refers to the capital requirements 
calculated in accordance with the CVA advanced method as specified in Section 3 of 
Annex 7AI. 

(b) Standardised CVA capital requirement: This refers to the capital requirements 
calculated in accordance with the CVA standardised method as specified in Section 
2 of Annex 7AI. 

(c) EAD (post-CRM): This refers to the amount relevant for the capital requirements 
calculation, after applying CRM, calculated in accordance with paragraphs 2.1(c) 
and 3.1(e) of Annex 7AI. 
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Table 11-25: Standardised Approach - CCR Exposures by Portfolio and Risk Weights 
Purpose  To provide a breakdown of CCR exposures calculated in accordance with the SA(CR), by regulatory portfolio and risk 

weight.  
Scope of application  This table is mandatory for all Reporting Banks using the SA(CR) to compute RWA for CCR, regardless of the CCR 

approach used to determine E or EAD.   
 
A Reporting Bank may omit disclosures pertaining to a certain portfolio in this table if the exposures and RWA 
amounts are negligible. The Reporting Bank, which omits disclosures in this table, shall state clearly why it considers 
the information not to be meaningful to users, including a description of the exposures in the portfolios concerned, 
and the aggregate total of RWA from such exposures. 

Content  Credit exposure amounts 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers of 
such changes.  
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 (a) (b) (c) (d) (e) (f) (g) (h) (i) 

                     Risk Weight 
 
Asset classes  

0% 10% 20% 50% 75% 100% 150% Others 
Total Credit 
Exposure 

Central government and central 
bank 

   
  

    

PSE           

MDB           

Bank           

Corporate           

Regulatory retail           

Other exposures                 

Total                 

 
Table 11-25A: Explanatory notes to Standardised Approach - CCR Exposures by Portfolio and Risk Weights 

Definitions 

(a) Total credit exposure: This refers to the amount relevant for the capital requirements calculation, after applying CRM. 

(b) Other exposures: This amount excludes exposures to CCPs, which are reported in Table 11-30. 
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Table 11-26: IRBA - CCR Exposures by Portfolio and PD Range 
Purpose  To provide all relevant parameters used for the calculation of CCR capital requirements for IRBA models. 
Scope of 
application  

This table is mandatory for all Reporting Banks using the A-IRBA and F-IRBA to compute RWA for CCR exposures, 
regardless of the CCR approach used to determine E or EAD.  
 
A Reporting Bank shall include in this table the key models used at the group-wide level (according to the scope of 
regulatory consolidation) and explain how the scope of models described in this table was determined. The Reporting 
Bank shall also disclose the percentage of RWA covered by the models shown in this table for each of the Reporting 
Bank’s regulatory portfolios. 

Content  RWA and parameters used for RWA calculations for all exposures subject to the capital requirements for CCR 
(excluding capital requirements for exposures to CCPs included in the calculation of CCP RWA, and capital 
requirements for CVA risk). 

Frequency  Semi-annually 
Format  Fixed. The columns and PD range are fixed. A Reporting Bank shall disclose one table for portfolios using F-IRBA, 

and one table for portfolios using A-IRBA. 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers of 
such changes.  

 
  (a) (b) (c) (d) (e) (f) (g) 

 PD range EAD post- CRM 
Average 

PD 
Number of 
obligors 

Average LGD 
Average 
maturity 

RWA RWA density 

Portfolio X         
 0.00 to < 0.15        
 0.15 to <0.25        
 0.25 to <0.50        
 0.50 to <0.75        
 0.75 to < 2.50        
 2.50 to < 10.00        
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 10.00 to <100.00        
 100.00(Default)        
 Sub-total         
Total (sum of portfolios)        

 
Table 11-26A: Explanatory Notes to CCR Exposures by Portfolio and PD Range 

Definitions 

(a) Portfolio X includes the following regulatory portfolios under the F-IRBA: (i) Sovereign; (ii) Banks; (iii) Corporate, (iv) Corporate small 
business, as defined in Part VII.  
 
Portfolio X also includes the following regulatory portfolios under the A-IRBA: (i) Sovereign; (ii) Banks; (iii) Corporate, (iv) 
Corporate small business, as defined in Part VII. 

(b) EAD post-CRM: This refers to the amount relevant for the capital requirements calculation, having applied the CCR approach and 
CRM, but gross of any impairment allowance as determined in accordance with the Accounting Standards.  

(c) Number of obligors: This corresponds to the number of individual PDs in this band. Approximation to the nearest rounded 
number is acceptable.  

(d) Average PD: This refers to the PD associated with each obligor grade, weighted by EAD. 
(e) Average LGD: This refers to the LGD associated with each obligor grade, weighted by EAD. The LGD shall be net of any CRM.  
(f) Average maturity: This refers to the obligor maturity weighted by EAD. 
(g) RWA density: This corresponds to total RWA to EAD post-CRM. 
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Table 11-27: Composition of Collateral for CCR Exposure 
Purpose  To provide a breakdown of all types of collateral posted or received by a Reporting Bank to support or reduce the 

CCR exposures related to derivative transactions or to SFTs, including transactions cleared through a CCP. 
Scope of application  This table is mandatory for all Reporting Banks. 
Content  Carrying amounts of collateral used in derivative transactions or SFTs, regardless of whether the transactions are 

cleared through a CCP, or whether the collateral is posted to a CCP. 
Frequency  Semi-annually 
Format  Flexible. The columns are fixed, but the rows are flexible. 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers 
of such changes.  

 

 (a) (b) (c) (d) (e) (f) 

 Collateral used in derivative transactions Collateral used in SFTs 

 Fair value of collateral received Fair value of collateral posted Fair value of 
collateral received 

Fair value of 
collateral posted Segregated Unsegregated Segregated Unsegregated 

Cash - domestic currency       

Cash - other currencies       

Domestic sovereign debt       

Other sovereign debt       

Government agency debt       

Corporate bonds       

Equity securities       

Other collateral       

Total       
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Table 11-27A: Explanatory notes to Composition of Collateral for CCR Exposure 

Definitions 
(a) Segregated: This refers to collateral which is held in a bankruptcy-remote manner. In the case where collateral is posted for centrally 

cleared trades, this refers to collateral that is posted by a clearing member or a client of a clearing member, is held by a custodian 
and is bankruptcy remote from the CCP, the clearing member, and other clients as set out in paragraphs 2.8 and 2.10 of Annex 7AJ. 

(b) Unsegregated: This refers to collateral that is not held in bankruptcy-remote manner.  
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Table 11-28: Credit Derivative Exposures 
Purpose  To illustrate the extent of a Reporting Bank’s exposure to credit 

derivative transactions broken down between credit derivatives bought 
or sold. 

Scope of 
application  

This table is mandatory for all Reporting Banks. 

Content  Notional derivative amounts, before any netting, and fair values. 
Frequency  Semi-annually 
Format  Flexible. The columns are fixed, but the rows are flexible.  
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-
annual reporting period and the key drivers of such changes.  

 
 (a) (b) 

Protection 
bought 

Protection 
sold 

 Notionals   
1 Single-name credit default swaps   
2 Index credit default swaps   
3 Total return swaps   
4 Credit options   
5 Other credit derivatives   
6 Total notionals   
 Fair values   
7 Positive fair value (asset)   
8 Negative fair value (liability)   
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Table 11-29: RWA Flow Statements under the CCR Internal Models Method 
Purpose  To present a flow statement explaining changes in CCR RWA determined 

under the CCR internal models method (derivatives and SFTs). 
Scope of 
application  

This table is mandatory for all Reporting Banks using the CCR internal 
models method, irrespective of the credit risk approach used to compute 
RWA. 

Content  RWA corresponding to CCR. Credit risk shown in Table 11-19 is excluded. 
Changes in RWA amounts over the quarterly reporting period for each of 
the key drivers should be based on a Reporting Bank’s reasonable 
estimation of the figure.  

Frequency  Quarterly 
Format  Fixed. The column and rows 1 and 9 are fixed. A Reporting Bank may 

add additional rows between rows 7 and 8 to disclose other material 
drivers of RWA movements over the quarterly reporting period. 

Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the quarterly 
reporting period and the key drivers of such changes.  

 

  
(a) 

  
Amounts 

1 RWA as at end of previous quarter   

2 Asset size   

3 Credit quality of counterparties    

4 Model updates (CCR internal models method only)   

5 Methodology and policy (CCR internal models method only)   

6 Acquisitions and disposals   

7 Foreign exchange movements   

8 Other   

9 RWA as at end of current quarter   

 
Table 11-28A: Explanatory Notes to RWA Flow Statements under CCR Internal Models 
Method 

Definitions 

(a) Asset size: This refers to organic changes in book size and composition (including 
origination of new businesses and maturing exposures) but excludes changes in 
book size due to acquisitions and disposal of entities. 

(b) Credit quality of counterparties: This refers to changes in the assessed quality of 
the Reporting Bank’s counterparties as measured under the credit risk framework, 
regardless of the approach the Reporting Bank uses. This row includes potential 
changes due to IRBA models when the Reporting Bank uses IRBA. 

(c) Model updates: This refers to changes due to model implementation, changes in 
model scope, or any changes intended to address model weaknesses. This row 
addresses only changes in the CCR internal models method. 
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(d) Methodology and policy: This refers to methodology changes in calculations driven 
by regulatory policy changes, such as new regulations (only in the CCR internal 
models method). 

(e) Acquisitions and disposals: This refers to changes in book sizes due to acquisitions 
and disposal of entities. 

(f) Foreign exchange movements: This refers to changes driven by foreign exchange 
rates. 

(g) Other: This category captures changes that cannot be attributed to the above 
categories.  
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Table 11-30: Exposures to Central Counterparties 
Purpose  To provide a comprehensive picture of a Reporting Bank’s exposures to 

CCPs, including all types of exposures (due to operations, margins, 
contributions to default funds) and related capital requirements.  

Scope of 
application  

This table is mandatory for all Reporting Banks from 1 January 2017.  

Content  Exposures at default and RWA corresponding to exposures to CCPs. 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall also supplement this table with a narrative 
commentary to explain any significant changes over the semi-annual 
reporting period and the key drivers of such changes.  

 

  (a) (b) 

  EAD (post-CRM) RWA 

1 Total exposures to qualifying CCPs      

2 Exposures to qualifying CCPs (excluding 
collateral and default fund contributions)     

3 arising from: OTC derivative transactions;     

4 arising from: Exchange-traded derivative 
transactions;     

5 arising from: SFTs; and     

6 arising from: Netting sets where cross-
product netting has been approved     

7 Segregated collateral     

8 Non-segregated collateral     

9 Pre-funded default fund contributions     

10 Unfunded default fund contributions     

11 Total exposures to non-qualifying CCPs      

12 Exposures to non-qualifying CCPs (excluding 
initial margin and default fund contributions)     

13 arising from: OTC derivative transactions;     

14 arising from: Exchange-traded derivative 
transactions;     

15 arising from: SFTs; and     

16 arising from: Netting sets where cross-
product netting has been approved     

17 Segregated collateral     

18 Non-segregated collateral     
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19 Pre-funded default fund contributions     

20 Unfunded default fund contributions     

 
Table 11-30A: Explanatory Notes to Exposures to Central Counterparties 

Definitions 

(a) Exposures to central counterparties (in rows 2 to 6 and rows 12 to 16): This refers 
to CCP trade exposures are described in paragraphs 2.1 to 2.13 of Annex 7AJ. 

(b) EAD (post-CRM): This refers to the amount relevant for the capital requirements 
calculation after applying CRM, computed in accordance with paragraph 2.2 of 
Annex 7AJ. 

(c) Qualifying CCP: A qualifying CCP is as defined in paragraph 1.2 of Annex 7AJ. 

(d) Prefunded default fund contributions: This refers to prefunded clearing member 
contributions towards, or underwriting of, a CCP’s mutualised loss-sharing 
arrangements. 

(e) Unfunded default fund contributions: This refers to unfunded clearing member 
contributions towards, or underwriting of, a CCP’s mutualised loss-sharing 
arrangements. 

(f) Segregated collateral: This refers to collateral which is held in a bankruptcy-remote 
manner in accordance with paragraphs 2.8 and 2.10 of Annex 7AJ.  

(g) Unsegregated collateral: This refers to collateral that is not held in bankruptcy-
remote manner.  

 
  
Sub-division 6: Securitisation 

 
11.3.10 A Reporting Bank shall disclose only securitisation exposures that meet the 
requirements for the recognition of risk transference in Tables 11-34 and 11-35. A 
Reporting Bank shall disclose all securitisation exposures, including those that do not 
meet the requirements for the recognition of risk transference, in Tables 11-32 and 11-
33. As a result, Tables 11-32 and 11-33 may include exposures that are subject to credit 
risk and market risk capital requirements and that are also included in other parts of the 
standalone Pillar 3 report. The purpose is to provide a comprehensive view of a 
Reporting Bank’s securitisation activities. There is no double-counting of capital 
requirements as Tables 11-34 and 11-35 are limited to securitisation exposures subject 
to capital requirements set out in Division 6 of Part VII.  
 
11.3.11 A Reporting Bank shall disclose the items set out in Tables 11-31 to 11-35.  
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Table 11-31: Qualitative Disclosures related to Securitisation Exposures  
Purpose To provide qualitative information on a Reporting Bank’s strategy and 

risk management with respect to its securitisation activities.  
Scope of 
application  

This table is mandatory for all Reporting Banks with securitisation 
exposures. 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall provide a description of - 
(a) its risk management objectives and policies for securitisation activities and main 

features of these activities based on the rows (c) to (g) of this table. If the 
Reporting Bank holds securitisation exposures in both the banking book and the 
trading book, the Reporting Bank shall describe each of the points set out in rows 
(c) to (g) of this table by distinguishing the activities in each of the books.  

(b) The Reporting Bank’s objectives in relation to its securitisation and re-
securitisation activity, including the extent to which these activities transfer credit 
risk of the underlying securitised exposures away from the Reporting Bank to 
other entities, including the type of risks assumed and retained. 

(c) A list of - 
(i) SPEs where it acts as sponsor801 (but not as an originator such as an ABCP 

conduit), indicating whether the Reporting bank consolidates the SPEs into 
its scope of regulatory consolidation; 

(ii) affiliates that the Reporting Bank manages or advises; and that invest either 
in the securitisation exposures that the Reporting Bank has securitised or in 
SPEs that the Reporting Bank sponsors; and 

(iii) entities to which the Reporting Bank provides implicit support and the 
associated capital impact for each of them. 

(d) Summary of a Reporting Bank’s accounting policies for securitisation activities802. 
(e) The names of ECAIs used for securitisations and the types of securitisation 

exposure for which each agency is used, if applicable. 
(f) The IAM process, including - 

(i) structure of the internal assessment process and the relation between 
internal assessment and external ratings, including information on ECAIs as 
referenced in row (e) of this table;  

(ii) control mechanisms for the internal assessment process including discussion 
of independence, accountability, and internal assessment process review; 

(iii) the exposure type to which the internal assessment process is applied; and  
(iv) stress factors used for determining credit enhancement levels, by exposure 

type803. 

                                                 
801  A Reporting Bank would generally be considered “a sponsor” if it, in fact or in substance, manages or 

advises the programme, places securities into the market, or provides liquidity and/or credit 
enhancements. The programme may include, for example, the ABCP conduit programme and structured 
investment vehicles.  

802  Where relevant, the Reporting Bank is encouraged to differentiate between accounting policies applied for 
securitisation exposures and resecuritisation exposures.  
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(g) The use of internal assessment other than for IAM capital purposes. 

                                                                                                                                                        
803   For example, credit cards, home equity, auto, and securitisation exposures detailed by underlying 

exposure type and security type (e.g. residential mortgage-backed securities, commercial mortgage-
backed securities, asset-backed securities, collateralised debt obligations) etc. 
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Table 11-32: Securitisation Exposures in the Banking Book 
Purpose  To present a Reporting Bank’s securitisation exposures in its banking book. 
Scope of 
application  

This table is mandatory for all Reporting Banks with securitisation exposures in the banking book.  

Content  Carrying amounts. In this table, securitisation exposures include securitisation exposures even where criteria for 
recognition of risk transference are not met.  

Frequency  Semi-annually 
Format  Flexible. A Reporting Bank may modify the breakdown and order of proposed rows if another breakdown (e.g. whether 

or not criteria for recognition of risk transference are met) would be more appropriate to reflect their activities. Where 
the Reporting Bank acts both as originator and sponsor, the Reporting Bank can merge the two columns of ‘a Reporting 
Bank acts as originator’ and ‘a Reporting Bank acts as sponsor’ and use ‘a Reporting Bank acts as originator/sponsor’ 
column. 

Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers of 
such changes.  

 
  (a) (b) (c) (d) (e) (f) (g) (h) (i) 

 A Reporting Bank act as originator A Reporting Bank acts as sponsor A  Reporting Bank acts as investor 
 Traditional Synthetic Sub-total Traditional Synthetic Sub-total Traditional Synthetic Sub-total 

1 Total retail          

2 of which: residential 
mortgage 

         

3 of which: credit card          

4 of which: other retail 
exposures  

         

5 of which: resecuritisation          

6 Total wholesale          

7 of which: loans to 
corporates 
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8 of which: commercial 
mortgage  

         

9 of which: lease and 
receivables 

         

10 of which: other wholesale          

11 of which: resecuritisation          

 
Table 11-32A: Explanatory Notes to Securitisation Exposures in the Banking Book 

Definitions 

(a) When ‘a Reporting Bank acts as originator’, the securitisation exposures are retained positions, even where not eligible for the 
securitisation framework due to the absence of significant and effective risk transfer.  

(b) When ‘a Reporting Bank acts as sponsor’, the securitisation exposures include exposures to commercial paper conduits to which 
the Reporting Bank provides programme-wide enhancements, liquidity and other facilities. Where the Reporting Bank acts both as 
originator and sponsor, it must avoid double-counting.  

(c) When ‘a Reporting Bank acts as investor’, the securitisation exposures are investment positions purchased in third-party deals.  

(d) Synthetic transactions: If the Reporting Bank has purchased protection, it shall report the unsecured net exposure amounts to 
which it is exposed under columns ‘a Reporting Bank acts as originator’ or ‘a Reporting Bank acts as sponsor’. If the Reporting 
Bank has sold protection, the exposure amount of the credit protection shall be reported in the ‘Reporting Bank acts as investor’ 
column. 

(e) Resecuritisation: All securitisation exposures related to resecuritisation shall be completed in rows 5 and 11 of this table, and not in 
the other rows of this table which contain only securitisation exposures other than resecuritisation.  
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Table 11-33: Securitisation Exposures in the Trading Book 
Purpose  To present a Reporting Bank’s securitisation exposures in its trading book. 
Scope of 
application  

This table is mandatory for all Reporting Banks with securitisation exposures in the trading book.  

Content  Carrying amounts 
Frequency  Semi-annually 
Format  Flexible. A Reporting Bank may modify the breakdown and order of proposed rows if another breakdown (e.g. whether 

or not criteria for recognition of risk transference are met) would be more appropriate to reflect their activities. Where 
the Reporting Bank acts both as originator and sponsor, the Reporting Bank can merge the two columns of ‘a 
Reporting Bank acts as originator’ and ‘a Reporting Bank acts as sponsor’ and use ‘a Reporting Bank acts as 
originator/sponsor’ column. 

Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers of 
such changes.  

 
  (a) (b) (c) (d) (e) (f) (g) (h) (i) 

 A Reporting Bank act as originator A Reporting Bank acts as sponsor A Reporting Bank acts as investor 
 Traditional Synthetic Sub-total  Traditional Synthetic Sub-total  Traditional  Synthetic Sub-total  

1 Total retail          

2 of which: residential 
mortgage 

         

3 of which: credit card          

4 of which: other retail 
exposures  

         

5 of which: resecuritisation          

6 Total wholesale          

7 of which: loans to 
corporates 
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8 of which: commercial 
mortgage  

         

9 of which: lease and 
receivables 

         

10 of which: other wholesale          

11 of which: resecuritisation          

 
Table 11-33A: Explanatory Notes to Securitisation Exposures in the Trading Book 

Definitions 

(a) When ‘a Reporting Bank acts as originator’, the securitisation exposures are retained positions, even where not eligible for the 
securitisation framework due to the absence of significant and effective risk transfer. 

(b) When ‘a Reporting Bank acts as sponsor’, the securitisation exposures include exposures to commercial paper conduits to which the 
Reporting Bank provides programme-wide enhancements, liquidity and other facilities. Where the Reporting Bank acts both as 
originator and sponsor, it shall avoid double-counting.  

(c) When ‘a Reporting Bank acts as investor’, the securitisation exposures are investment positions purchased in third-party deals.  

(d) Synthetic transactions: If a Reporting Bank has purchased protection, it shall report the unsecured net exposure amounts to which it is 
exposed under columns ‘a Reporting Bank acts as originator’ or ‘a Reporting Bank acts as sponsor’. If the Reporting Bank has sold 
protection, the exposure amount of the credit protection shall be reported in ‘a Reporting Bank acts as investor’ column. 

(e) Resecuritisation: All securitisation exposures related to resecuritisation shall be completed in rows 5 and 11 of this table, and not in the 
other rows of this table which contain only securitisation exposures other than resecuritisation.  
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Table 11-34: Securitisation Exposures in the Banking Book and associated Regulatory Capital Requirements – A Reporting Bank acting as 
Originator or as Sponsor 
Purpose  To present a Reporting Bank’s securitisation exposures in the banking book when the Reporting Bank acts as 

originator or sponsor, and the associated capital requirements.  
Scope of application  This table is mandatory for all Reporting Banks with securitisation exposures as sponsor or originator. 
Content  Exposure values, RWA and capital requirements. Only securitisation exposures where the risk transference 

recognition criteria are met shall be disclosed here.  
Frequency  Semi-annually 
Format  Fixed  
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers 
of such changes.  

 
 

 
(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p) (q) 
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resecuritisation      
    

        
7 of which: senior                  
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10 of which: securitisation                  
11 of which: retail 

underlying      
    

        
12 of which: wholesale                  
13 of which 

resecuritisation      
    

        
14 of which: senior                  
15 of which: non-

senior      
    

        
 
Table 11-34A: Explanatory Notes to Securitisation Exposures in the Banking Book and associated Regulatory Capital Requirements – A 
Reporting Bank acting as Originator or as Sponsor  

Definitions 

(a) Columns (e), (i), (m) and (q) refer to items subject to a 1250% risk weight.  

(b) Capital requirement after cap: This refers to the capital requirement after application of the cap as specified in paragraphs 7.1.11 
and 7.6.47A. 
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Table 11-35: Securitisation Exposures in the Banking Book and associated Regulatory Capital Requirements – A Reporting Bank acting as 
Investor 
Purpose  To present a Reporting Bank’s securitisation exposures in the banking book when the Reporting Bank acts as 

investor and the associated capital requirements.  
Scope of application  This table is mandatory for all Reporting Banks with securitisation exposures as investor. 
Content  Exposure values, RWA and capital requirements. Only securitisation exposures where the risk transference 

recognition criteria are met shall be disclosed here.  
Frequency  Semi-annually 
Format  Fixed  
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-annual reporting period and the key drivers 
of such changes.  

 
 

 
(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p) (q) 

 
 

Exposure values (by risk weight 
bands) 

Exposure values (by 
regulatory approach) 

RWA (by regulatory 
approach) 

Capital requirement 
after cap 

 

 ≤
20

%
 R

W
 

 >
20

%
 t

o 
50

%
 R

W
 

 >
50

%
 t

o 
10

0%
 R

W
 

 >
10

0%
 t

o 
<

12
50

%
 R

W
 

 1
25

0%
 R

W
 

IR
B
A
(S

E)
 

– 
R
B
M

 
an

d 
IA

M
 

IR
B
A
(S

E)
 

- 
S
F 

S
A
(S

E)
 

12
50

%
 

IR
B
A
 

IR
B
A
 S

F 

S
A
/S

F 

12
50

%
 

IR
B
A
 

IR
B
A
 S

F 

S
A
/S

F 

12
50

%
 

1 Total exposures  
    

    
 

    
 

  
2 Traditional securitisation   

    
    

 
    

 
  

3 of which: securitisation  
    

    
 

    
 

  
4 of which: retail 

underlying 
     

    

 
    

 
  

5 of which: wholesale                  
6 of which: 

resecuritisation      
    

        
7 of which: senior                  
8 of which: non-senior                  
9 Synthetic securitisation                   
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10 of which: securitisation                  
11 of which: retail 

underlying      
    

        
12 of which: wholesale                  
13 of which 

resecuritisation      
    

        
14 of which: senior                  
15 of which: non-

senior      
    

        
 
Table 11-35A: Explanatory Notes to Securitisation Exposures in the Banking Book and associated Regulatory Capital Requirements – A 
Reporting Bank acting as Investor  

Definitions 

(a) Columns (e), (i), (m) and (q) refer to items subject to a 1250% risk weight. 

(b) Capital requirement after cap: This refers to the capital requirement after application of the cap as specified in paragraphs 7.1.11 
and 7.6.47A. 
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Sub-division 7: Market risk 
 
11.3.12 The market risk section includes the market risk capital requirements 
calculated for trading book and banking book exposures that are subject to a market risk 
charge. It also includes capital requirements for securitisation exposures held in the 
trading book. However, it excludes the CCR capital requirements that apply to the same 
exposures, which are disclosed in Sub-division 5 of this Division.  
 
11.3.13 The Reporting Bank shall disclose the items set out in Tables 11-36 to 11-41. 
 
Table 11-36: Qualitative Disclosures related to Market Risk 
Purpose To provide a description of the risk management objectives and 

policies concerning market risk as defined in paragraph 8.1.1. 
Scope of application  This table is mandatory for all Reporting Banks that are subject 

to a market risk capital requirement for their trading activities.  
Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
The Reporting Bank shall provide a description of -  
(a) The strategies and processes of a Reporting Bank, including - 

(i) an explanation of management’s strategic objectives in undertaking 
trading activities; 

(ii) processes implemented to identify, measure, monitor and control the 
Reporting Bank’s market risks; 

(iii) policies for hedging risk; and 
(iv) strategies or processes for monitoring the continuing effectiveness of 

hedges. 
(b) The structure and organisation of the market risk management function, including 

- 
(i) a description of the market risk governance structure established to 

implement the strategies and processes of the Reporting Bank described in 
row (a) of this table; and 

(ii) a description of the relationships and the communication mechanisms 
between the different parties involved in market risk management. 

(c) The scope and nature of risk reporting and/or measurement systems. 
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Table 11-37: Qualitative Disclosures related to IMA 
Purpose  To provide the scope, main characteristics and the key modelling 

choices of the different models (VaR, stressed VaR, IRC, 
comprehensive risk measure) used for regulatory calculation of 
market risks.  

Scope of 
application  

This table is mandatory for all Reporting Banks using an internal 
model to calculate its market risk capital requirements.  
 
A Reporting Bank shall include in this table a description of the main 
characteristics of the internal models used at the group-wide level 
(according to the scope of regulatory consolidation) and explain the 
extent to which they represent all the models used at the group-wide 
level. The Reporting Bank shall also disclose the percentage of capital 
requirements covered by the models described in this table for each 
of the Reporting Bank’s regulatory models (Var, stressed VaR, IRC, 
comprehensive risk measure). 

Content  Qualitative information 
Frequency  Annually 
Format  Flexible 

 
A Reporting Bank shall disclose the following information -  
(a) For VaR models and stressed VaR model:  

(i) A description of the activities and risks covered by the VaR models and 
stressed VaR models. The Reporting Bank shall also describe the main 
activities and risks not included in VaR or stressed VaR regulatory 
calculations (due to lack of historical data or model constraints) and treated 
under other model risk measures (such as specific treatments allowed by 
the Authority), where applicable.  

(ii) A list of legal entities (or trading portfolios) in the banking group which uses 
the models or if a single model (VaR or stressed VaR) is used for all legal 
entities (or trading portfolios) with market risk exposure.  

(iii) A general description of the models (VaR or stressed VaR) used. 
(iv) A discussion of the main differences, if any, between the model used for 

management purposes and the model used for regulatory purposes as 
specified in paragraph 8.3.70, for VaR and stressed VaR models.  

(v) For VaR models, the Reporting Bank shall specify - 
a. the frequency in which it updates the data sets ; 
b. the historical observation period that is used to calibrate the model. 

A description of the weighting scheme that is used, if any; 
c. the determination of the 10-day holding period, e.g. for a Reporting 

Bank which calculates a VaR measure according to a holding period 
of less than ten trading days, a description of the approach it uses 
to scale up to ten days by, or does the Reporting Bank directly 
model the 10-day VaR; 

d. the method of aggregating specific and general risk (e.g. if a 
Reporting Bank has calculated the specific and general risk 
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separately or based on a single model);  
e. the valuation approach (full revaluation or use of approximations); 

and 
f. A description of whether absolute or relative returns (or a mixed 

approach) is used (i.e. proportional change in prices or rates or 
absolute change in prices or rates) when simulating potential 
movements in risk factors. 

(vi) For stressed VaR models, the Reporting Bank shall specify - 
a. the determination of the 10-day holding period, e.g. for a Reporting 

Bank which calculates a VaR measure according to a holding period 
of less than ten trading days, a description of the approach it uses 
to scale up to ten days by, or does the Reporting Bank directly 
model the 10-day VaR. The Reporting Bank may indicate if the 
approach is the same as that described in row (a)(v)(c) of this 
table; 

b. The stress period chosen by the Reporting Bank and the rationale 
for this choice;  

c. The valuation approach (full revaluation or use of approximations).; 
and  

d. A description of whether absolute or relative returns (or a mixed 
approach) is used (i.e. proportional change in prices or rates or 
absolute change in prices or rates) when simulating potential 
movements in risk factors. 

(vii) A description of stress testing applied to the modelling parameters. 
(viii) A description of the approach used for backtesting or validating the accuracy 

and consistency of the data and parameters used for the internal models 
and modelling process. 

(b) For a Reporting Bank using internal models to measure the risk for the IRC 
charge:  
(i) A description of the methodology used, including - 

a. Information about the overall modelling approach (the use of 
spread-based models or transition matrix-based models); 

b. Information on the calibration of the transition matrix; and 
c. Information about correlation assumptions.  

(ii) The approach used to determine liquidity horizons. 
(iii) A description of the methodologies used to achieve a capital assessment       

that is consistent with the required soundness standard. 
(iv) The approach used in the validation of the models. 

(c) For a Reporting Bank using internal models to measure the risk for the 
comprehensive risk capital charge:  
(i) A description of the methodology used, including -  

a. Information about the overall modelling approach (choice of model 
correlation between default or migrations and spread: (i) separate 
but correlated stochastic processes driving migration or default and 
spread movement; (ii) spread changes driving migration or default; 
or (iii) default or migrations driving spread changes); 
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b. Information used to calibrate the parameters of the base 
correlation, e.g. LGD pricing of the tranches (constant or 
stochastic); and 

c. Information on the choice whether to age positions (profits and 
losses based on the stimulated market movement in the model 
calculated based on the time to expiry of each position at the end of 
the one-year capital horizon or using their time to expiry at the 
calculation date). 

(ii) The approach used to determine liquidity horizons.  
(iii) A description of the methodologies used to achieve a capital assessment 

that is consistent with the required soundness standard. 
(iv) The approach used in the validation of the models. 
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Table 11-38: Market Risk under Standardised Approach 
Purpose  To display the components of the capital requirement under the 

standardised approach for market risk. 
Scope of 
application  

This table is mandatory for all Reporting Banks using the standardised 
approach for market risk. 
 
A Reporting Bank may omit disclosures in this table, if the Reporting 
Bank uses approaches other than the standardised approach for most 
of their market risk exposures, such that exposures and RWA amounts 
under the standardised approach may be negligible. The Reporting 
Bank, which omits disclosures in this table, shall state clearly why it 
considers the information not to be meaningful to users, including a 
description of the exposures in the respective portfolios, and the 
aggregate total of RWA from such exposures.  

Content  RWA 
Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the semi-
annual reporting period and the key drivers of such changes.  

 

  (a) 

  RWA804 

 Products excluding options   

1 Interest rate risk (general and specific)   

2 Equity risk (general and specific)   

3 Foreign exchange risk   

4 Commodity risk   

 Options    

5 Simplified approach  

6 Delta-plus method  

7 Scenario approach  

8 Securitisation   

9 Total   

                                                 
804  The RWA is derived by multiplying the capital requirements by 12.5. 
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Table 11-39: RWA Flow Statements of Market Risk Exposures under IMA 
Purpose  To present a flow statement explaining variations in the market RWA determined under IMA. 
Scope of application  This table is mandatory for all Reporting Banks using IMA for their market risk exposures. 
Content  RWA corresponding to market risk. Changes in RWA over the quarterly reporting period for each of the key 

drivers should be based on a Reporting Bank’s reasonable estimation of the figure.  
Frequency  Quarterly 
Format  Fixed. The columns and rows 1 and 8 are fixed. A Reporting Bank may add additional rows between rows 7 

and 8 to disclose additional elements that contribute to RWA variations.  
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the quarterly reporting period and the key drivers 
of such changes. 

 
  (a) (b) (c) (d) (e) (f) 

 
 VaR 

Stressed 
VaR 

IRC 
Comprehensive 
Risk Measure 

Other Total RWA 

1 RWA as at end of previous quarter       

2 Movement in risk levels        

3 Model updates or changes        

4 Methodology and policy        

5 Acquisitions and disposals        

6 Foreign exchange movements        

7 Other       

8 RWA at end of current quarter       
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Table 11-39A: Explanatory Notes to RWA Flow Statements of Market Risk Exposures 
under IMA 

Definitions 

(a) Movement in risk levels: This refers to changes due to position changes.  

(b) Model changes: This refers to significant updates to the model to reflect recent 
experience (e.g. recalibration), as well as significant changes in model scope. 
Additional rows should be added if there was more than one model update. 

(c) Methodology and policy: This refers to methodology changes in calculations driven 
by regulatory policy changes. 

(d) Acquisitions and disposals: This refers to modifications due to acquisition or 
disposal of business, product lines or entities. 

(e) Foreign exchange movements: This refers to changes driven by foreign exchange 
movements. 

(f) Other: This category captures changes that cannot be attributed to any other 
category.  

(g) Var column on RWA at end of current quarter: This refers to the derived RWA 
which is calculated by multiplying VaR (calculated using a 99th percentile, one-
tailed confidence interval and an instantaneous price shock equivalent to a 10-day 
movement in price), as well as any additional capital charge in relation to the VaR 
model required to be maintained by the Authority, with 12.5. 

(h) Stressed VaR  column on RWA at end of current quarter: This refers to the derived 
RWA which is calculated by multiplying stressed VaR (based on 10-day, 99th 
percentile, one-tailed confidence interval VaR measure), as well as any additional 
capital in relation to the stressed VaR model required to be maintained by the 
Authority, with 12.5. 

(i) IRC column on RWA at end of current quarter: This refers to the derived RWA 
which is calculated by multiplying IRC, as well as any additional capital in relation 
to the IRC model required to be maintained by the Authority, with 12.5. 

(j) Comprehensive-risk model column on RWA at end of current quarter: This refers 
to the derived RWA which is calculated by multiplying the comprehensive risk 
capital charge, as well as any additional capital in relation to the comprehensive 
risk model required to be maintained by the Authority, with 12.5. 

(k) Other column on RWA at end of current quarter: This refers to the derived RWA 
corresponding to the specific capital charges on the basis of model approaches not 
reported in VaR, stressed VaR, IRC or the comprehensive risk measure. Additional 
rows should be added where there is more than one specific capital charge. 

(l) Total RWA at the end of current quarter: This refers to the derived RWA which is 
calculated by multiplying the total risk capital requirement under IMA, with 12.5. 
This should be consistent with row 18 of Table 11-3. 
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Table 11-40: IMA Values for Trading Portfolios 
Purpose  To disclose the values (maximum, minimum, average and period 

end) resulting from the different types of models used for 
computing the regulatory capital charge at the group level, 
before any additional capital charge is applied by the Authority.   

Scope of application  This table is mandatory for all Reporting Banks using IMA for 
their market risk exposures. 

Content  Outputs of internal models for regulatory capital purposes at the 
group-wide level (according to the scope of regulatory 
consolidation).  

Frequency  Semi-annually 
Format  Fixed 
Accompanying 
narrative 

A Reporting Bank shall explain any significant changes over the 
semi-annual reporting period and the key drivers of such 
changes. 

 

 (a) 

VaR (calculated using a 99th percentile, one-tailed confidence interval and an 
instantaneous price shock equivalent to a 10-day movement in price) 

1 Maximum value  

2 Average value  

3 Minimum value   

4 Semi-annual period end  

Stressed VaR (based on 10-day, 99th percentile, one-tailed confidence interval 
VaR measure)  

5 Maximum value  

6 Average value  

7 Minimum value   

8 Semi-annual period end  

IRC charge (measured at 99.9 percent confidence interval over a capital 
horizon of one year) 

9 Maximum value  

10 Average value  

11 Minimum value   

12 Semi-annual period end  

Comprehensive risk capital charge (measured at 99.9 percent confidence 
interval over a capital horizon of one year based on an internally developed 
approach that adequately captures not only incremental default and migration 
risks, but all price risks)  

13 Maximum value  
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14 Average value  

15 Minimum value   

16 Semi-annual period end  

17 Floor  

 
Table 11-40A: Explanatory Notes on IMA Values for Trading Portfolios 
Definitions 
(a) VaR: This refers to the regulatory VaR used to compute capital charge, and shall 

not include additional capital required to be maintained by the Authority. 

(b) Stressed VaR: This refers to the regulatory stressed VaR used to compute capital 
charge, and shall not include additional capital required to be maintained by the 
Authority.  

(c) IRC: This refers to the IRC used for computing the capital charge. The amounts 
reported shall not include additional capital required to be maintained by the 
Authority. 

(d) Floor: 8% of the capital charge for specific risk according to the standardised 
approach, as described in paragraph 8.3.82B. 

Instructions 
(e) Values disclosed in rows 13, 14, 15 and 16 of this table are figures before 

application of the capital floor; the floor calculation is reflected for end of the semi-
annual reporting period in row 17 of this table .  

 



 
 
Monetary Authority of Singapore  297 
 

Table 11-41: Comparison of VaR Estimates with Gains or Losses 
Purpose  To present a comparison of the results of estimates from the 

regulatory VaR model with both hypothetical and actual trading 
outcomes, to highlight the frequency and the extent of backtesting 
exceptions, and to give an analysis of the main outliers in backtested 
results, as per paragraphs 8.3.117 to 8.3.123. 

Scope of 
application  

This table is mandatory for all Reporting Banks using an internal 
model for their market risk exposures. 

Content  VaR model outcomes  
Frequency  Semi-annually 
Format  Flexible 
Accompanying 
narrative 

A Reporting Bank shall include in this table a description of the key 
models used at the group-wide level (according to the regulatory 
scope of consolidation) and explain the extent to which they represent 
the models used at the group-wide level. The Reporting Bank shall 
also disclose the percentage of capital requirements covered by the 
models for which backtesting results are shown in this table. 
 
A Reporting Bank shall also present an analysis of outliers in 
backtesting results, specifying the dates and the corresponding excess 
(VaR – profit and loss). At the minimum, the analysis should specify 
the key drivers of the backtesting exceptions.  
 
The Reporting Bank shall disclose a comparison of hypothetical 
changes based on static positions with realised measures as described 
in paragraphs 8.3.117 (a), 8.3.117(b) and 8.3.119.  
 
The Reporting Bank shall also provide information about actual gains 
or losses, including whether the Reporting Bank includes reserves, and 
if not, how reserves are integrated into the backtesting process. The 
Reporting Bank shall clarify if actual profit and loss includes 
commissions and fees. 
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Table 11-41A: Explanatory Notes to Comparison of VaR Estimates with Gains or Losses 
Definitions 
(a) Daily VaR should reflect the observed percentage of outcomes covered by risk 

measures which is consistent with a 99th percentile, one-tailed confidence interval 
calibrated to a one-day holding period. 

(b) Hypothetical gain or loss shall be based on hypothetical changes in portfolio values 
which would occur if end-of-day positions were to remain unchanged over the one-
day holding period. 

 
 
Sub-division 86:  Operational Risk 
 
11.3.140 A Reporting Bank shall disclose the items set out in Table 11-412. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
Table 11-412: Operational risk 
Qualitative 
Disclosures  
 

(a) A description of risk management objectives and policies set 
out in paragraph 11.3.1 for operational risk, including the 
regulatory approach or approaches used for the calculation of 
operational risk capital requirements.  
 

(b) A description of the AMA, if used by the Reporting Bank, 
including a discussion of relevant internal and external factors 
considered in the measurement approach of the Reporting 
Bank, and in the case of partial use, the scope and coverage 
of the different approaches used. 
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(c)* For a Reporting Bank that uses the AMA for calculating 
operational risk capital requirements, a description of any use 
of insurance for the purpose of mitigating operational risk. 
 

 
Sub-division 7:  Equity Exposures  
 
11.3.11 A Reporting Bank shall disclose the items set out in Table 11-13.  
 
Table 11-13: Equity exposures - disclosures for banking book positions 
Qualitative 
Disclosures  
 

(a) A description of risk management objectives and policies set 
out in paragraph 11.3.1 for credit risk arising from equity 
exposures, including: 
differentiation between holdings on which capital gains are 
expected and those taken for other objectives including for 
relationship and strategic reasons; and 
policies in relation to the valuation and accounting treatment 
of equity holdings in the banking book. This should cover the 
accounting techniques and valuation methodologies used, 
including key assumptions and practices affecting valuation as 
well as significant changes in these practices. 
 

Quantitative 
Disclosures*  
 

(b) The value of equity exposures held in the balance sheet of the 
Reporting Bank, and the fair value of those investments; for 
quoted securities, a comparison to publicly quoted share 
values where the share price is materially different from fair 
value.  
 

(c) The types and nature of equity exposures, including the 
amount that can be classified as -  
publicly traded, and; 
privately held. 
 

(d) The cumulative realised gains or losses arising from sales and 
liquidations of equity exposures in the financial reporting 
period. 
 
[MAS Notice 637 (Amendment No. 2) 2014] 
 

(e) Total unrealised gains or losses that have not been reflected 
in the income statement of the Reporting Bank, and the 
extent to which these have been included in CET1 Capital, Tier 
1 Capital or Tier 2 Capital. 
 

(f) An analysis of equity exposures analysed in terms of 
appropriate equity groupings and exposure-weighted average 
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risk weights, consistent with the methodology employed by 
the Reporting Bank.  Equity exposures that are deducted shall 
also be disclosed in an accompanying note. 
 
An explanation of any material difference between the value 
of equity exposures calculated in accordance with the 
Accounting Standards and the regulatory definition of equity 
exposures as defined in Part VII.   
 

 
 
Sub-division 98:  Interest Rate Risk in the Banking Book 
 
11.3.152 A Reporting Bank shall disclose the items set out in Table 11-4314. 
 
Table 11-4314: Interest rate risk in the banking book 
Qualitative 
Disclosures  
 

(a) A description of the nature of interest rate risk in the banking 
book and key assumptions made by the Reporting Bank, 
including assumptions regarding loan prepayments and 
behaviour of non-maturity deposits, and frequency with which 
interest rate risk in the banking book is measured, in addition 
to the general disclosure requirements set out in paragraph 
11.3.1 on interest rate risk in the banking book. 
 

Quantitative 
Disclosures  
 

(b) The changes in earnings or economic value (or relevant 
measure used by the Reporting Bank) for upward and 
downward rate shocks according to the internal method of the 
Reporting Bank for measuring interest rate risk in the banking 
book, broken down by currency, where applicable. 
 

 
 
Sub-division 109:  Remuneration  
 
11.3.163 A Reporting Bank shall disclose the items set out in Table 11-4415. A 
Reporting Bank should, as far as possible, articulate how the following items complement 
and support their overall risk management framework. 
 
11.3.1714 A Reporting Bank shall, for the purposes of Table 11-4415, include 
quantitative disclosures that only cover senior management and material risk takers and 
which are broken down between these two categories. 
 
Table 11-4415: Remuneration 
Qualitative 
Disclosures  
 

(a) A description of the following: 
(i) name, composition and mandate of the main body 

overseeing remuneration; 
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 (ii) external consultants whose advice has been sought, 
the body by which they have been commissioned, and  
the areas of the remuneration process they have been 
providing advice on; 

(iii) a description of the scope of the Reporting Bank’s 
remuneration policy (e.g. by regions, business lines), 
including the extent to which it is applicable to foreign 
subsidiaries and branches; and 

(iv) a description of the types of employees considered as 
senior management and material risk takers including 
the number of employees in each group. 

 
(b) A description of the design and structure of remuneration 

processes, including: 
(i) an overview of the key features and objectives of 

remuneration policy; 
(ii) where the remuneration committee reviewed the 

Reporting Bank’s remuneration policy during the past 
year, an overview of any changes that were made; 
and 

(iii) a discussion of how the Reporting Bank ensures that 
risk and compliance employees are remunerated 
independently of the businesses they oversee. 

 
 (c) A description of the ways in which current and future risks are 

taken into account in the remuneration processes, including: 
(i) an overview of the key risks that the Reporting Bank 

takes into account when implementing remuneration 
measures; 

(ii) an overview of the nature and type of the key 
measures used to take account of these risks, 
including risks that are difficult to measure (values 
need not be disclosed); 

(iii) a discussion of the ways in which these measures 
affect remuneration; and 

(iv) a discussion of how the nature and type of these 
measures has changed over the past year, reasons for 
the change, as well as the impact of changes on 
remuneration. 

 
 (d) A description of the ways in which the Reporting Bank seeks 

to link performance during a performance measurement 
period with levels of remuneration, including: 

(i) an overview of main performance metrics for the 
Reporting Bank, top-level business lines and 
individuals; 
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(ii) a discussion of how amounts of individual 
remuneration are linked to bank-wide and individual 
performance; and 

(iii) a discussion of the measures the Reporting Bank will 
implement to adjust remuneration in the event that 
performance metrics are weak805. 
 

(e) A description of the ways in which the Reporting Bank seeks 
to adjust remuneration to take account of longer-term 
performance, including: 

(i) a discussion of the Reporting Bank’s policy on deferral 
and vesting of variable remuneration and, if the 
fraction of variable remuneration that is deferred 
differs across employees or groups of employees, a 
description of the factors that determine the fraction 
and their relative importance; and 

(ii) a discussion of the Reporting Bank’s policy and criteria 
for adjusting deferred remuneration before vesting 
and after vesting through clawback arrangements. 

 
 (f) A description of the different forms of variable remuneration 

that the Reporting Bank utilises and the rationale for using 
these different forms,  including: 

(i) an overview of the forms of variable remuneration 
offered (i.e. cash, shares and share-linked instruments 
and other forms of remuneration806); and  

(ii) a discussion of the use of the different forms of 
variable remuneration and, if the mix of different 
forms of variable remuneration differs across 
employees or groups of employees, a description of 
the factors that determine the mix and their relative 
importance. 

 
Quantitative 
Disclosures 

(g) The number of meetings held by the main body overseeing 
remuneration during the financial year and remuneration paid 
to its members. 

 
(h) For each financial year,   

(i) the number of employees that have received a 
variable remuneration award; 

(ii) the number and total amount of guaranteed bonuses 
awarded; 

(iii) the number and total amount of sign-on awards 

                                                 
805  This should include the Reporting Bank’s criteria for determining “weak” performance metrics.   
806  A description of the elements corresponding to other forms of variable remuneration (if any) should be 

provided. 
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made; and 
(iv) the number and total amount of severance payments 

made. 
 

(i) The total amount of: 
(i) outstanding deferred remuneration, broken down into 

cash, shares and share-linked instruments and other 
forms of remuneration; and 

(ii) deferred remuneration paid out in the financial year. 
 

(j) A breakdown of the amount of remuneration awards for the 
financial year to include: 

(i) fixed and variable remuneration; 
(ii) deferred and non-deferred remuneration; and 
(iii) the different forms of remuneration used (i.e. cash, 

shares and share-linked instruments and other forms 
of remuneration).  

 
Table 11A-1 of Annex 11A of this Part illustrates how the 
breakdown of remuneration awards should be presented for 
each financial year. 
 

 (k) A description of employees’ exposure to implicit adjustments 
(e.g. fluctuations in the value of shares or performance units) 
and explicit adjustments (e.g. malus, clawbacks or similar 
reversals or downward revaluations of awards) of deferred 
remuneration and retained remuneration. This should include 
the total amount of: 

(i) outstanding deferred remuneration and retained 
remuneration exposed to ex-post explicit and/or 
implicit adjustments; 

(ii) reductions during the financial year due to ex-post 
explicit adjustments; and 

(iii) reductions during the financial year due to ex-post 
implicit adjustments. 

 
 
 

Sub-division 101:  Composition of Capital  
 
11.3.1815 To enable usersmarket participants to compare the capital adequacy of banks 
across jurisdictions, a Reporting Bank shall in its published financial statements disclose 
the information set out in this Sub-division, or provide a URL in its published financial 
statements to such disclosure of information on its website or on publicly available 
regulatory reports.  Regardless of the location of the disclosure, all disclosures shall be in 
the format set out in this Sub-division.  A Reporting Bank shall disclose the information 
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required under this Sub-division (with the exception of the requirements set out in 
paragraphs 11.3.2017 to 11.3.1229) from the date of publication of its first set of 
financial statements relating to a balance sheet date on or after 30 June 2013.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
11.3.16 A Reporting Bank shall also make available on its website, or through publicly 
available regulatory reports, an archive of a minimum of five years, information in the 
format set out in this Sub-division relating to prior financial reporting periods. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
11.3.19 A Reporting Bank shall disclose the items set out in Table 11-45. 
 
Table 11-45: Key Capital Figures  
Quantitative 
Disclosures 

(a) Total RWA and minimum capital requirements at the Group level.  
 

(b) CET1 Capital, Tier 1 Capital, Eligible Total Capital, CET1 CAR, Tier 1 
CAR and Total CAR at the Group level  
 
The Countercylical Buffer calculated in accordance with paragraphs 
4.1.15, 4.1.16 and 4.1.20 in Part IV, including the geographical 
breakdown of its private sector credit exposures used in the 
calculation.  
 

(c) Total RWA, CET1 CAR, Tier 1 CAR an Total CAR for each 
significant807 banking subsidiary808. 
 

 
 

 Post 1 January 2018 disclosure template 
 
11.3.1720 To improve consistency and ease of use of disclosures relating to the 
composition of regulatory capital, and to mitigate the risk of inconsistent formats 
undermining the objective of enhanced disclosure, a Reporting Bank shall provide a 
breakdown of its regulatory capital and regulatory adjustments in the format as set out 
in the template in Annex 11B of this Part with effect from 1 January 2018.  This template 
shall be used to capture the capital position of the Reporting Bank from 1 January 2018 
                                                 
807  A significant banking subsidiary may be determined in several ways, for example, in terms of revenue 

contribution to the banking group.  
808  A Reporting Bank shall hall provide disclosures in relation to a significant subsidiary on a Solo basis, but 

may choose to disclose such information on a sub-consolidated basis providing that capital adequacy 
requirements are imposed on this basis and that an explanatory note to this effect is provided by the 
Reporting Bank. In the case of a significant overseas subsidiary, the required disclosures may be made on 
the basis of the capital adequacy rules that are applied to the subsidiary in the overseas jurisdiction, 
provided that this is disclosed in an explanatory note that includes a description of the basis of the 
calculation and the approaches applied to each major risk type in the overseas jurisdiction. Such 
disclosures are appropriate in order to recognise the limitations of transfer of funds or capital within the 
Group.  
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onwards, after the end of the transition period for the phasing-in of regulatory 
adjustments set out in paragraphs 6.1.3, 6.2.3 and 6.3.3.  
 
11.3.1821 To prevent a divergence of templates that could undermine the objectives of 
consistency and comparability, a Reporting Bank shall not add, delete or change the 
definitions of any rows from the template set out in Annex 11B of this Part. 
 
11.3.1922 In cases where a more conservative definition of an element is required under 
this Notice relative to those set out under the Basel III capital standards, a Reporting 
Bank shall clearly label them as being different from the Basel III definition, and 
separately disclose the impact of each of these differences in the notes to the template. 

 
 Reconciliation requirements809 

 
11.3.2023 A Reporting Bank shall, for the purpose of the reconciliation, publish its 
financial statements in accordance with the Accounting Standards, as at each reporting 
date for which the Reporting Bank provides its reconciliation disclosures, on its website. 
To show a full reconciliation between the balance sheet in its published financial 
statements and the regulatory capital elements reported using the template in Annex 
11B, a Reporting Bank shall perform the three following steps:  
 

(a) Step 1: Disclose the reported balance sheet under the regulatory scope 
of consolidation: 

 
(i) The difference in scope of consolidation for accounting purposes 

and for regulatory purposes often explains much of the difference 
between the numbers used in the calculation of regulatory capital 
and the numbers used in a Reporting Bank’s published financial 
statements.  As such, a key element of the reconciliation 
requirements involves disclosing how the balance sheet in its 
published financial statements changes when the regulatory scope 
of consolidation is applied.  An illustration of Step 1 is set out in 
Annex 11C, Table 11C-1. 

 
(ii) In addition to sub-paragraph (i) above, the Reporting Bank shall 

disclose the list of legal entities that are included within its 
accounting scope of consolidation but excluded from its regulatory 
scope of consolidation, and vice versa810.  For entities that are 
included in both the regulatory and accounting scopes of 
consolidation, but the method of consolidation differs between 
these two scopes, the Reporting Bank shall list these legal entities 
separately and explain the differences in the consolidation 

                                                 
809  Prior to 1 January 2018 (i.e. during the transitional period), the reconciliation requirements shall apply to 

the modified template used set out in Annex 11E (instead of the post-1 January 2018 template) of this 
Part. 

810  This refers to legal entities that are included in the regulatory scope of consolidation, but excluded from 
the accounting scope of consolidation. 
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methods.  For each legal entity that is required to be disclosed by 
this sub-paragraph, the Reporting Bank shall disclose the entity’s 
total balance sheet assets, total balance sheet equity (as stated 
on the accounting balance sheet of the legal entity) and a 
description of the principal activities of the entity. 

 
(iii) Where its regulatory scope of consolidation is identical to its 

accounting scope of consolidation, the Reporting Bank shall state 
that there is no difference between the regulatory and accounting 
scopes of consolidation and proceed to Step 2 below. 

 
(b) Step 2: Expand the lines of the balance sheet under the regulatory 

scope of consolidation to identify all components of regulatory capital 
reported using the template set out in Annex 11B811816C.  
 
(i)  As many elements used in the calculation of regulatory 

capital cannot be readily identified from the face of the balance 
sheet, a Reporting Bank should expand the rows of the regulatory-
scope balance sheet such that all components of regulatory capital 
reported using the template set out in Annex 11B are disclosed 
separately.  
 

(ii)  In addition, each element of the expanded balance sheet 
shall be given a reference number or letter for the purposes of 
Step 3 below.  An illustration of Step 2 is set out in Annex 11C, 
Table 11C-2.  

 
(c)  Step 3: Map each element disclosed under Step 2 to the 

composition of capital disclosure template set out in Annex 11B. 
 
(i) The Reporting Bank shall use the reference numbers or letters from 

Step 2 to show the source of every input to each component of 
regulatory capital reported using the template set out in Annex 11B.  
An illustration of Step 3 is set out in Annex 11C, Table 11C-3. 

 
11.3.241 The three-step approach described above offers the following benefits:  
 

(a) the level of disclosure is proportionate, varying with the complexity of 
the balance sheet and capital structure of the Reporting Bank.  Where 
no further information is added by a step, the Reporting Bank can skip 
the step; 

 

                                                 
811  A Reporting Bank would only need to expand the lines of the balance sheet to the extent necessary to 

reach the components of capital disclosed in the capital disclosure template set out in Annex 11B. 
816C A Reporting Bank would only need to expand the lines of the balance sheet to the extent necessary to 

reach the components of capital disclosed in the capital disclosure template set out in Annex 11B. 
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(b) usersmarket participants can trace the origin of the elements of the 
regulatory capital back to their exact location on a Reporting Bank’s 
balance sheet under the regulatory scope of consolidation; and 

 
(c) the approach is flexible enough to be used under any accounting 

standard.  A Reporting Bank is required to map all regulatory capital 
components reported in the disclosure template back to its balance 
sheet under the regulatory scope of consolidation regardless of whether 
the accounting standards require the source to be reported on the 
balance sheet.  

 
 Main features template 
 
11.3.252 To ensure that the main features of the regulatory capital instruments of a 
Reporting Bank are disclosed in a consistent and comparable way, the Reporting Bank 
shall complete, for each regulatory capital instrument issued, the main features template 
set out in Annex 11D of this Part.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
11.3.263 This template represents the minimum level of summary disclosure that a 
Reporting Bank is required to report in respect of each regulatory capital instrument 
issued.  In this regard, the Reporting Bank shall - 
 

(a)  disclose within the template, information relating to its capital 
instruments that are subject to the transitional arrangements; 
 

(b) report each regulatory capital instrument issued, including ordinary 
shares, in a separate column of the template, such that the completed 
template provides a ‘main features report’ that summarises all of the 
regulatory capital instruments of the Reporting Bank; 

 
(c)  disclose, at a minimum, the list of features set out in Annex 11D 

and any other features of its regulatory capital instruments that it 
deems to be important; 

 
(d) keep the main features report up to date, such that the disclosure is 

updated and made publicly available whenever the Reporting Bank 
issues or repays a capital instrument and whenever there is a 
redemption, conversion/write-down or other material change in the 
nature of an existing capital instrument; and 

 
(e)  ensure that the main features report is included in the Reporting 

Bank’s published financial statements or, at a minimum, these financial 
statements shall provide a URL to where the main features report can 
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be found on the Reporting Bank’s website or publicly available 
regulatory reports. 

 
[MAS Notice 637 (Amendment No. 2) 2014] 

 
 Other disclosure requirements 
 
11.3.2724 A Reporting Bank which discloses non-regulatory ratios812816D involving 
components of regulatory capital, shall accompany such disclosures with a 
comprehensive explanation of how these ratios are calculated. 
 
11.3.2825 A Reporting Bank shall make available on its website, the full terms and 
conditions of all capital instruments included in its regulatory capital.  This will allow 
usersmarket participants to investigate the specific features of individual capital 
instruments.  Such disclosures shall be updated whenever the Reporting Bank issues or 
repays a capital instrument and whenever there is a redemption, conversion/write-down 
or other material change in the nature of an existing capital instrument. 
 
11.3.2926 A Reporting Bank shall also maintain a section on its website, where all the 
information relating to disclosure of regulatory capital is made available to usersmarket 
participants (“regulatory disclosures section”).  In cases where the disclosure 
requirements set out in this Sub-division are met via publication through publicly 
available regulatory reports, the regulatory disclosures section of the Reporting Bank’s 
website should provide URLs to the relevant regulatory reports that relate to the 
Reporting Bank.  
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
11.3.3027 A Reporting Bank is encouraged to include the information disclosed in the 
regulatory disclosures section of the website in its published financial statements.  At a 
minimum, the Reporting Bank shall ensure that the published financial statements direct 
users to the relevant section of its website, where the full set of required regulatory 
disclosure is provided. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 

Template during the transitional period 
 
11.3.2831 During the transitional period, a Reporting Bank shall disclose the specific 
components of capital, including capital instruments and regulatory adjustments that are 
benefitting from the transitional provisions.  To ensure that disclosure during the 
transitional period is consistent and comparable across banks in different jurisdictions, 
the Reporting Bank shall use a modified version of the template set out in Annex 11B.  

                                                 
812  For example, “Equity Tier 1”, “Core Tier 1” or “Tangible Common Equity” ratios. 
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This modified template, as well as an illustration of how the template will work in 
practice, is set out in Annex 11E of this Part. 
 

[MAS Notice 637 (Amendment No. 2) 2012] 
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Sub-division 112: Leverage Ratio  
 
11.3.29 32  A Reporting Bank shall disclose the information required under this Sub-
division from the date of publication of its first set of financial statements relating to a 
balance sheet on or after 1 January 2015.  
 
11.3.3033 A Reporting Bank shall in its published financial statements disclose the 
information set out in this Sub-division, or provide a URL in its published financial 
statements to such disclosure of information on its website or on publicly available 
regulatory reports. A Reporting Bank shall make available on its website, or through 
publicly available regulatory reports, an archive of a minimum of five years, information 
in the format set out in this Sub-division relating to prior financial reporting periods.   
 
11.3.3134 Regardless of the location of the disclosure, a Reporting Bank shall make all 
disclosures in the format set out in this Sub-division. To prevent a divergence of formats 
that could undermine the objectives of consistency and comparability, the Reporting 
Bank shall not add, delete or change the definitions of any rows from the templates set 
out in this Sub-division.  
 
11.3.3235 A Reporting Bank shall disclose rows 20, 21 and 22 in Table 11G-1 of Annex 
11G as at the end of each quarter, along with the comparative figures of the prior three 
quarters. The Reporting Bank may, with the prior approval of the Authority, disclose 
these three rows based on more frequent calculations (e.g. daily or monthly averaging) 
as long as the basis of calculation is consistently applied over time.  
 

Summary comparison table  
 

11.3.363 A Reporting Bank shall, for the purpose of the reconciliation, publish its 
financial statements in accordance with the Accounting Standards, as at each reporting 
date for which the Reporting Bank provides its reconciliation disclosures, on its website. 
A Reporting Bank shall disclose a reconciliation of its balance sheet assets in its 
published financial statements with the leverage ratio exposure measure in the format as 
set out in Annex 11F, using values at the end of the financial reporting period. 
  
 Common disclosure template  
 
11.3.3437 A Reporting Bank shall disclose a breakdown of the main leverage ratio 
regulatory elements in the format as set out in Annex 11G, using values at the end of 
the financial reporting period. 
 
11.3.3835 A Reporting Bank shall disclose and explain the source(s) of material 
differences between its total balance sheet assets (net of on-balance sheet derivative 
and SFT assets) as reported in its published financial statements and its on-balance 
sheet exposures in row 1 of Table 11G-1 of Annex 11G.   
 
 Other disclosure requirements 
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11.3.396 A Reporting Bank shall explain the key drivers of material changes in its 
leverage ratio observed from the end of the previous financial reporting period to the 
end of the current financial reporting period (i.e. whether these changes stem from 
changes in the numerator, changes in the denominator, or both).  
 

[MAS Notice 637 (Amendment) 2014] 
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Annex 11A 
 

BREAKDOWN IN REMUNERATION DISCLOSURES FOR SENIOR MANAGEMENT 
AND MATERIAL RISK TAKERS 
 
 
Table 11A-1 – Amount of Remuneration Awards for Current Financial Year813   
  

Category Unrestricted Deferred 

Fixed 
remuneration 

Cash-based x x 

Shares and share-linked 
instruments 

x x 

Other forms of 
remuneration 

x x 

Variable 
remuneration 

Cash-based x x 

Shares and share-linked 
instruments 

x x 

Other forms of 
remuneration 

x x 

 
 

                                                 
813 Separate tables should be completed for (a) senior management and (b) material risk takers.  
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Annex 11B 
 
POST 1 JANUARY 2018 DISCLOSURE TEMPLATE 
 
A Reporting Bank shall disclose its capital position using the template set out in Table 
11B-1 after the transition period for the phasing-in of regulatory adjustments set out in 
paragraphs 6.1.3, 6.2.3 and 6.3.3 ends on 1 January 2018.814  A Reporting Bank shall 
exclude the rows in italics from the disclosure template after all ineligible capital 
instruments have been fully phased out in accordance with paragraph 6.5.3 of the Notice.  
Table 11B-2 sets out the explanation of each row of Table 11B-1. 
 
Table 11B-1: Disclosure Template to be used from 1 January 2018 
  Amount 
Common Equity Tier 1 capital:  instruments and reserves 
1 Paid-up ordinary shares and share premium (if applicable)  
2 Retained earnings  
3# Accumulated other comprehensive income and other disclosed 

reserves 
 

4 Directly issued capital subject to phase out from CET1  
(only applicable to non-joint stock companies) 

 

5 Minority interest that meets criteria for inclusion  
6 Common Equity Tier 1 capital before regulatory 

adjustments 
 

Common Equity Tier 1 capital: regulatory adjustments 
7 Valuation adjustment pursuant to Part VIII of MAS Notice 637  
8 Goodwill, net of associated deferred tax liability  
9# Intangible assets, net of associated deferred tax liability  
10# Deferred tax assets that rely on future profitability  
11 Cash flow hedge reserve  
12 Shortfall of TEP relative to EL under IRBA  
13 Increase in equity capital resulting from securitisation transactions  
14 Unrealised fair value gains/losses on financial liabilities and 

derivative liabilities arising from changes in own credit risk 
 

15 Defined benefit pension fund assets, net of associated deferred 
tax liability 

 

16 Investments in own shares  
17 Reciprocal cross-holdings in ordinary shares of financial 

institutions 
 

18 Capital investments in ordinary shares of unconsolidated financial 
institutions in which the Reporting Bank does not hold a major 
stake 

 

19# Investments in ordinary shares of unconsolidated major stake 
companies approved under s32 of the Banking Act (including 

 

                                                 
814  A Reporting Bank shall report deductions from capital as positive numbers, and additions to capital as 

negative numbers.  



 
 
Monetary Authority of Singapore  314 
 

insurance subsidiaries) (amount above 10% threshold) 
20# Mortgage servicing rights (amount above 10% threshold)  
21# Deferred tax assets arising from temporary differences (amount 

above 10% threshold, net of associated deferred tax liability) 
 

22 Amount exceeding the 15% threshold  
23# of which: investments in ordinary shares of unconsolidated major 

stake companies approved under s32 of the Banking Act (including 
insurance subsidiaries) 

 

24# of which: mortgage servicing rights  
25# of which: deferred tax assets arising from temporary differences  
26 National specific regulatory adjustments  
26A PE/VC investments in the form of ordinary shares, in excess of 

20% of such capital investments 
 

26B PE/VC investments held beyond the relevant holding periods set 
out in MAS Notice 630 

 

26C Capital deficits in subsidiaries and associates that are regulated 
financial institutions 

 

26D Any other items which the Authority may specify  
27 Regulatory adjustments applied in calculation of CET1 Capital due 

to insufficient AT1 Capital to satisfy required deductions 
 

28 Total regulatory adjustments to CET1 Capital  
29 Common Equity Tier 1 capital (CET1)  
Additional Tier 1 capital: instruments 
30 AT1 capital instruments and share premium (if applicable)  
31 of which: classified as equity under the Accounting Standards  
32 of which: classified as liabilities under the Accounting Standards  
33 Transitional: Ineligible capital instruments (pursuant to 

paragraphs 6.5.3 and 6.5.4) 
 

34 AT1 capital instruments issued by fully-consolidated subsidiaries 
that meet criteria for inclusion 

 

35 of which: instruments issued by subsidiaries subject to phase out  
36 Additional Tier 1 capital before regulatory adjustments  
Additional Tier 1 capital: regulatory adjustments 
37 Investments in own AT1 capital instruments  
38 Reciprocal cross-holdings in AT1 capital instruments of financial 

institutions 
 

39 Capital investments in AT1 capital instruments of unconsolidated 
financial institutions in which the Reporting Bank does not hold a 
major stake 

 

40# Investments in AT1 capital instruments of unconsolidated major 
stake companies approved under s32 of the Banking Act (including 
insurance subsidiaries) 

 

41 National specific regulatory adjustments  
41A PE/VC investments in the form of AT1 capital instruments, in 

excess of 20% of such capital investments 
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41B Any other items which the Authority may specify  
42 Regulatory adjustments applied in calculation of AT1 Capital due 

to insufficient Tier 2 Capital to satisfy required deductions 
 

43 Total regulatory adjustments to Additional Tier 1 capital  
44 Additional Tier 1 capital (AT1)  
45 Tier 1 capital (T1 = CET1 + AT1)  
Tier 2 capital: instruments and provisions 
46 Tier 2 capital instruments and share premium (if applicable)  
47 Transitional: Ineligible capital instruments (pursuant to 

paragraphs 6.5.3 and 6.5.4) 
 

48 Tier 2 capital instruments issued by fully-consolidated subsidiaries 
that meet criteria for inclusion 

 

49 of which: instruments issued by subsidiaries subject to phase out  
50 Provisions  
51 Tier 2 capital before regulatory adjustments  
Tier 2 capital: regulatory adjustments 
52 Investments in own Tier 2 instruments  
53 Reciprocal cross-holdings in Tier 2 capital instruments of financial 

institutions 
 

54 Capital investments in Tier 2 capital instruments of unconsolidated 
financial institutions in which the Reporting Bank does not hold a 
major stake 

 

55# Investments in Tier 2 capital instruments of unconsolidated major 
stake companies approved under s32 of the Banking Act (including 
insurance subsidiaries) 

 

56 National specific regulatory adjustments  
56A PE/VC investments in the form of Tier 2 capital instruments, in 

excess of 20% of such capital investments 
 

56B Any other items which the Authority may specify  
57 Total regulatory adjustments to Tier 2 capital  
58 Tier 2 capital (T2)  
59 Total capital (TC = T1 + T2)  
60 Total risk weighted assets  
Capital ratios  (as a percentage of risk weighted assets) 
61 Common Equity Tier 1 CAR  
62 Tier 1 CAR  
63 Total CAR  
64 Bank-specific buffer requirement    
65 of which: capital conservation buffer requirement  
66 of which: bank specific countercyclical buffer requirement  
67 of which: G-SIB buffer requirement (if applicable)  
68 Common Equity Tier 1 available to meet buffers  
National minima 
69 Minimum CET1 CAR  
70 Minimum Tier 1 CAR  
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71 Minimum Total CAR  
Amounts below the thresholds for deduction (before risk weighting) 
72 Investments in ordinary shares, AT1 capital and Tier 2 capital of 

unconsolidated financial institutions in which the Reporting Bank 
does not hold a major stake 

 

73 Investments in ordinary shares of unconsolidated major stake 
companies approved under s32 of the Banking Act (including 
insurance subsidiaries) 

 

74 Mortgage servicing rights (net of associated deferred tax liability)  
75 Deferred tax assets arising from temporary differences (net of 

associated deferred tax liability) 
 

Applicable caps on the inclusion of provisions in Tier 2 
76 Provisions eligible for inclusion in Tier 2 in respect of exposures 

subject to standardised approach (prior to application of cap) 
 

77 Cap on inclusion of provisions in Tier 2 under standardised 
approach 

 

78 Provisions eligible for inclusion in Tier 2 in respect of exposures 
subject to internal ratings-based approach (prior to application of 
cap) 

 

79 Cap for inclusion of provisions in Tier 2 under internal ratings-
based approach 

 

Capital instruments subject to phase-out arrangements (only applicable 
between 1 Jan 2013 and 1 Jan 2022) 
80 Current cap on CET1 instruments subject to phase out 

arrangements 
 

81 Amount excluded from CET1 due to cap (excess over cap after 
redemptions and maturities) 

 

82 Current cap on AT1 instruments subject to phase out 
arrangements 

 

83 Amount excluded from AT1 due to cap (excess over cap after 
redemptions and maturities) 

 

84 Current cap on T2 instruments subject to phase out arrangements  
85 Amount excluded from T2 due to cap (excess over cap after 

redemptions and maturities) 
 

 
Items marked with a hash [#] are elements where a more conservative definition has 
been applied relative to those set out under the Basel III capital standards.  
 
Table 11B-2: Explanatory Notes to Disclosure Template to be used from 1 January 2018 
Explanatory Notes 

1 
This is the sum of components calculated in accordance with paragraph 6.1.1(a) 
and 6.1.1(b) of the Notice.  

2 This is as defined under paragraph 6.1.1(c) of the Notice. 

3 
This is the sum of components calculated in accordance with paragraph 6.1.1(d) 
and 6.1.1(e) of the Notice.  
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Explanatory Notes 

4 This is only applicable to non-joint stock companies.  

5 This is as defined under paragraph 6.1.1(f) of the Notice. 
6 This is the sum of rows 1 to 5. 
7 This is as defined under paragraph 6.1.3(n) of the Notice. 
8 This is as defined under paragraph 6.1.3(a) of the Notice.   
9 This is as defined under paragraph 6.1.3(b) of the Notice.  
10 This is as defined under paragraph 6.1.3(c) of the Notice. 
11 This is as defined under paragraph 6.1.3(d) of the Notice. 
12 This is as defined under paragraph 6.1.3(e) of the Notice. 
13 This is as defined under paragraph 6.1.3(f) of the Notice. 
14 This is as defined under paragraph 6.1.3(g) of the Notice. 
15 This is as defined under paragraph 6.1.3(h) of the Notice. 
16 This is as defined under paragraph 6.1.3(i) of the Notice. 
17 This is as defined under paragraph 6.1.3(j) of the Notice. 
18 This is as defined under paragraph 6.1.3(o) of the Notice. 
19 This is as defined under paragraph 6.1.3(p) of the Notice. 

20 
Not applicable.  This is the amount of mortgage servicing rights which is subject 
to threshold deduction in accordance with paragraphs 87 to 88 of Basel III.  
Mortgage servicing rights are required to be fully deducted. 

21 

Not applicable.  This is the amount of deferred tax assets arising from temporary 
differences which is subject to threshold deduction in accordance with paragraphs 
87 to 88 of Basel III.  Deferred tax assets arising from temporary differences are 
required to be fully deducted.  

22 
This is the total amount by which the three threshold items exceed the 15% 
threshold, excluding amounts reported in rows 19 to 21, calculated in accordance 
with paragraph 6.1.3(p)(i)(B) of the Notice.  

23 
The amount reported in row 22 that relates to investments in the ordinary shares 
of unconsolidated major stake companies (including insurance subsidiaries at the 
Solo and Group levels). 

24 
Not applicable.  This is the amount reported in row 22 that relates to mortgage 
servicing rights.  Mortgage servicing rights are required to be fully deducted. 

25 
Not applicable.  This is the amount reported in row 22 that relates to deferred tax 
assets arising from temporary differences.  Deferred tax assets arising from 
temporary differences are required to be fully deducted.  

26 This is the sum of rows 26A to 26D. 
26A This is as defined under paragraph 6.1.3(k) of the Notice. 
26B This is as defined under paragraph 6.1.3(l) of the Notice. 
26C This is as defined under paragraph 6.1.3(m) of the Notice. 
26D This is as defined under paragraph 6.1.3(q) of the Notice. 
27 This is as defined under paragraph 6.1.3(r) of the Notice. 

28 
This is the total regulatory adjustments to CET1 Capital, to be calculated as the 
sum of rows 7 to 22 plus rows 26 and 27. 

29 This is CET1 Capital, to be calculated as row 6 minus row 28. 
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Explanatory Notes 

30 
This is the sum of components calculated in accordance with paragraphs 6.2.1(a) 
and 6.2.1(b) of the Notice.  

31 The amount in row 30 classified as equity under the Accounting Standards. 
32 The amount in row 30 classified as liabilities under the Accounting Standards. 

33 
This is the sum of capital instruments directly issued by the Reporting Bank that 
no longer qualify as AT1 Capital calculated in accordance with paragraphs 6.5.3 
and 6.5.4 of the Notice.   

34 This is as defined under paragraph 6.2.1(c) of the Notice. 

35 
The amount reported in row 34 that relates to instruments subject to phase out 
from AT1 Capital in accordance with the requirements of paragraphs 6.5.3 and 
6.5.4 of the Notice.   

36 This is the sum of rows 30, 33 and 34. 
37 This is as defined under paragraph 6.2.3(a) of the Notice. 
38 This is as defined under paragraph 6.2.3(b) of the Notice. 
39 This is as defined under paragraph 6.2.3(d) of the Notice. 
40 This is as defined under paragraph 6.2.3(e) of the Notice. 
41 This is the sum of rows 41A and 41B. 
41A This is as defined under paragraph 6.2.3(c) of the Notice. 
41B This is as defined under paragraph 6.2.3(f) of the Notice. 
42 This is as defined under paragraph 6.2.3(g) of the Notice. 
43 This is the sum of rows 37 to 42. 
44 This is Additional Tier 1 Capital, to be calculated as row 36 minus row 43. 
45 This is Tier 1 Capital, to be calculated as row 29 plus row 44. 

46 
This is the sum of components calculated in accordance with paragraph 6.3.1(a) 
and 6.3.1(b) of the Notice. 

47 
This is the sum of capital instruments directly issued by the Reporting Bank that 
no longer qualify as Tier 2 Capital calculated under paragraph 6.5.3 and 6.5.4 of 
the Notice.  

48 This is as defined under paragraph 6.3.1(c) of the Notice. 

49 
The amount reported in row 48 that relates to instruments subject to phase out 
from Tier 2 Capital in accordance with the requirements of paragraphs 6.5.3 and 
6.5.4 of the Notice. 

50 
This is the sum of components calculated in accordance with paragraphs 6.3.1(d) 
and 6.3.1(e) of the Notice. 

51 This is the sum of rows 46 to 48 and row 50. 
52 This is as defined under paragraph 6.3.3(a) of the Notice. 
53 This is as defined under paragraph 6.3.3(b) of the Notice. 
54 This is as defined under paragraph 6.3.3(d) of the Notice. 
55 This is as defined under paragraph 6.3.3(e) of the Notice. 
56 This is the sum of rows 56A and 56B. 
56A This is as defined under paragraph 6.3.3(c) of the Notice. 
56B This is as defined under paragraph 6.3.3(f) of the Notice. 
57 This is the sum of rows 52 to 56. 
58 This is Tier 2 Capital, to be calculated as row 51 minus row 57. 
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Explanatory Notes 
59 This is Total capital, to be calculated as row 45 plus row 58. 
60 This is the total risk weighted assets of the Reporting Bank. 

61 
This is CET1 CAR, to be calculated as row 29 divided by row 60 (expressed as a 
percentage). 

62 
This is Tier 1 CAR, to be calculated as row 45 divided by row 60 (expressed as a 
percentage). 

63 
This is Total CAR, to be calculated as row 59 divided by row 60 (expressed as a 
percentage). 

64 

This is the bank-specific buffer requirement (minimum CET1 requirement plus 
capital conservation buffer plus countercyclical buffer requirements plus G-SIB 
buffer requirement, expressed as a percentage of risk weighted assets). This is to 
be calculated as the sum of (i) the minimum CET1 requirement calculated in 
accordance with paragraph 4.1.4; (ii) the capital conservation buffer calculated in 
accordance with paragraphs 4.1.5 to 4.1.13; (iii) the bank-specific countercyclical 
buffer requirement calculated in accordance with paragraphs 4.1.14 to 4.1.25; 
and (iv) the buffer requirement for global systemically important banks (if 
applicable)815. This row will show the CET1 CAR below which the Reporting Bank 
will become subject to constraints on distributions.  

65 
The amount in row 64 (expressed as a percentage of risk weighed assets) that 
relates to the capital conservation buffer). 

66 
The amount in row 64 (expressed as a percentage of risk weighed assets) that 
relates to the bank-specific countercyclical buffer requirement. 

67 
The amount in row 64 (expressed as a percentage of risk weighed assets) that 
relates to the Reporting Bank’s G-SIB requirement, where relevant. 

68 
This is the CET1 CAR available to meet buffers (as a percentage of risk weighted 
assets), to be calculated as the CET1 CAR of the Reporting Bank, less any CET1 
CAR used to meet the Reporting Bank’s Tier 1 and Total capital requirements.  

69 
A Reporting Bank shall report the minimum CET1 CAR requirement applicable at 
that reporting date [pursuant to paragraph 4.1.4 of the Notice.]  

70 
A Reporting Bank shall report the minimum Tier 1 CAR requirement applicable at 
that reporting date [pursuant to paragraph 4.1.4 of the Notice.] 

71 
A Reporting Bank shall report the minimum Total CAR requirement applicable at 
that reporting date [pursuant to paragraph 4.1.4 of the Notice.]  

72 

This is the Reporting Bank's investments in the ordinary shares, AT1 Capital and 
Tier 2 Capital of unconsolidated financial institutions in which the Reporting Bank 
does not hold a major stake, the total amount of such holdings that are not 
reported in row 18, row 39 and row 54. 

73 

This is the Reporting Bank's investments in the ordinary shares of unconsolidated 
major stake companies (including insurance subsidiaries at the Solo and Group 
levels), the total amount of such holdings that are not reported in row 19 and 
row 23. 

                                                 
815  This is set out in the BCBS’ publication on “Global systemically important banks: updated assessment 

methodology and the higher loss absorbency requirement” (revised July 2013). 
[MAS Notice 637 (Amendment No. 2) 2014] 
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Explanatory Notes 

74 
Not applicable.  This is the amount of mortgage servicing rights not reported in 
row 20 and row 24. 

75 
Not applicable.  This is the amount of deferred tax assets arising from temporary 
differences not reported in row 21 and row 25. 

76 
This is the provisions eligible for inclusion in Tier 2 Capital in respect of exposures 
subject to SA(CR), calculated in accordance paragraph 6.3.1(d) of the Notice, 
prior to the application of the cap. 

77 
This is the cap on inclusion of provisions in Tier 2 Capital in respect of exposures 
subject to SA(CR), calculated in accordance paragraph 6.3.1(d) of the Notice. 

78 
This is the provisions eligible for inclusion in Tier 2 Capital in respect of exposures 
subject to IRBA, calculated in accordance paragraph 6.3.1(e) of the Notice, prior 
to the application of the cap. 

79 
This is the cap for inclusion of provisions in Tier 2 Capital in respect of exposures 
subject to IRBA, calculated in accordance paragraph 6.3.1(e) of the Notice. 

80 
This is only applicable to non-joint stock companies.  This is the current cap on 
CET1 capital instruments subject to transitional arrangements. 

81 
This is only applicable to non-joint stock companies. This is the amount excluded 
from CET1 Capital due to cap (excess over cap after redemptions and 
maturities). 

82 
This is the cap on ineligible AT1 capital instruments subject to transitional 
arrangements, see paragraph 6.5.3 of the Notice. 

83 
This is the amount excluded from AT1 Capital due to cap (excess over cap after 
redemptions and maturities), see paragraph 6.5.3 of the Notice. 

84 
This is the current cap on ineligible Tier 2 capital instruments subject to 
transitional arrangements, see paragraph 6.5.3 of the Notice. 

85 
This is the amount excluded from Tier 2 Capital due to cap (excess over cap after 
redemptions and maturities), see paragraph 6.5.3 of the Notice. 

 
[MAS Notice 637 (Amendment No. 2) 2012] 
[MAS Notice 637 (Amendment No. 2) 2014] 
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Annex 11C 
 

ILLUSTRATION OF THE 3-STEP APPROACH TO RECONCILIATION 
 
 
Step 1 
 
Under Step 1, a Reporting Bank shall use its published balance sheet as a starting point 
and report the numbers when the regulatory scope of consolidation is applied.  For the 
avoidance of doubt, where there are items in the balance sheet under the regulatory 
scope of consolidation that are not present in the published balance sheet, the Reporting 
Bank shall include such items in the reconciliation and report zero in the middle column.   
 
Table 11C-1: Step 1 of the 3-step approach to reconciliation (based on an illustrative 
balance sheet) 

 

Balance sheet 
as per 

published 
financial 

statements 

Under 
regulatory 
scope of 

consolidation 

   
As at reporting 

period end 
As at reporting 

period end 
Assets  
Cash and balances at central banks    
Items in the course of collection from other 
banks    
Trading portfolio assets    
Financial assets designated at fair value    
Derivative financial instruments    
Loans and advances to banks   
Loans and advances to customers   
Reverse repo agreements and other similar 
secured lending    
Available for sale financial investments    
Current and deferred tax assets    
Prepayments, accrued income and other 
assets    
Investments in associates and joint ventures    
Goodwill and intangible assets    
Property, plant and equipment    
Total assets    
Liabilities  
Deposits from banks    
Items in the course of collection due to other 
banks    
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Customer accounts    
Repurchase agreementsRepos and other 
similar secured borrowing    
Trading portfolio liabilities    
Financial liabilities designated at fair value    
Derivative financial instruments     
Debt securities in issue    
Accruals, deferred income and other liabilities    
Current and deferred tax liabilities    
Subordinated liabilities    
Provisions     
Retirement benefit liabilities    
Total liabilities    
Shareholders' Equity  
Paid-in share capital    
Retained earnings   
Accumulated other comprehensive income   
Total shareholders' equity    

 
 
Step 2 
 
Under Step 2, a Reporting Bank shall expand the balance sheet under the regulatory 
scope of consolidation to identify all regulatory capital elements that are reported in the 
disclosure template set out in Annex 11B. Each element shall be given a reference 
number or letter that can be used in Step 3. The Reporting Bank shall only expand 
elements of the balance sheet to the extent necessary to reach the components that are 
used in the composition of capital disclosure template as set out in Table 11B-1. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
For example, paid-in share capital may be reported as one line on the balance sheet.  
However, some elements of this may meet the requirements for inclusion in CET1 and 
other elements may only meet the requirements for AT1 or Tier 2, or may not meet the 
requirements for inclusion in regulatory capital at all.  Therefore, if the Reporting Bank 
has some paid-in capital that feeds into the calculation of CET1 and some that feeds into 
the calculation of AT1, it should expand the “paid-in capital” line of the balance sheet in 
the manner illustrated below.  As another example, one of the regulatory adjustments is 
the deduction of goodwill net of any associated deferred tax liability that would be 
extinguished if the goodwill becomes impaired or derecognised under the Accounting 
Standards.  The Reporting Bank shall expand elements of the balance sheet in the 
manner illustrated below to separately identify the components of goodwill and the 
associated deferred tax liability. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
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Table 11C-2: Step 2 of the 3-step approach to reconciliation 

 

Balance 
sheet as per 

published 
financial 

statements 

Under 
regulatory 
scope of 

consolidation 

Reference 

   

As at 
reporting 

period end 

As at 
reporting 

period end 

 

Assets  
Cash and balances at central banks     
Items in the course of collection from 
other banks    

 

Trading portfolio assets     
Financial assets designated at fair 
value    

 

Derivative financial instruments     
Loans and advances to banks    
Loans and advances to customers    
Reverse repurchase agreementsrepos 
and other similar secured lending    

 

Available for sale financial 
investments    

 

Current and deferred tax assets     
Prepayments, accrued income and 
other assets    

 

Investments in associates and joint 
ventures    

 

Goodwill and intangible assets     
of which: goodwill   a 
Property, plant and equipment     
Total assets     
Liabilities  
Deposits from banks     
Items in the course of collection due 
to other banks    

 

Customer accounts     
Repurchase agreementsRepos and 
other similar secured borrowing    

 

Trading portfolio liabilities     
Financial liabilities designated at fair 
value    

 

Derivative financial instruments      
Debt securities in issue     
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Accruals, deferred income and other 
liabilities    

 

Current and deferred tax liabilities     
of which: DTLs related to goodwill   b 
Subordinated liabilities     
Provisions      
Retirement benefit liabilities     
Total liabilities     
Shareholders' Equity  
Paid-in share capital     
of which: amount eligible for CET1   c 
of which: amount eligible for AT1   d 
Retained earnings    
Accumulated other comprehensive 
income   

 

Total shareholders' equity     
 
Step 3 
 
Under Step 3, a Reporting Bank shall complete the column added to the disclosure 
template set out in Table 11B-1 to show the source of every input.  For example, the 
Reporting Bank shall put “a-b” to show that row 8 of the disclosure template has been 
calculated as the difference between component “a” of the balance sheet under the 
regulatory scope of consolidation, illustrated in Step 2, and component “b”.  
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Table 11C-3: Step 3 of the 3-step approach to reconciliation 
  Amount Source 

(based 
on 
reference 
under 
Step 2) 

Common Equity Tier 1 capital:  instruments and reserves   
1 Paid-up ordinary shares and share premium (if applicable)  c 
2 Retained earnings   
3 Accumulated other comprehensive income and other 

disclosed reserves 
  

4 Directly issued capital subject to phase out from CET1  
(only applicable to non-joint stock companies) 

  

5 Minority interest that meets criteria for inclusion   
6 Common Equity Tier 1 capital before regulatory 

adjustments 
  

Common Equity Tier 1 capital: regulatory adjustments   
7 Valuation adjustment pursuant to Part VIII of MAS Notice 

637 
  

8 Goodwill, net of associated deferred tax liability  a-b 
 

[MAS Notice 637 (Amendment No. 2) 2012]
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Annex 11D 
 

MAIN FEATURES TEMPLATE 
 
A Reporting Bank shall ensure that the key features of all of its regulatory capital 
instruments are disclosed using the template set out in Table 11D-1.  The Reporting 
Bank shall complete all cells for each outstanding regulatory capital instrument, and 
insert “NA” if the cell is not applicable.  Table 11D-2 sets out the explanation of each row 
of Table 11D-1. 
 
Table 11D-1: Disclosure Template for Main Features of Regulatory Capital Instruments 
 
1 Issuer  

2 
Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private 
placement) 

 

3 Governing law(s) of the instrument  
 Regulatory treatment  
4      Transitional Basel III rules  
5      Post-transitional Basel III rules  
6      Eligible at solo/group/group&solo  
7      Instrument type (types to be specified by each jurisdiction)  

8 
Amount recognised in regulatory capital (Currency in mil, as of 
most recent reporting date) 

 

9 Par value of instrument  
10 Accounting classification  
11 Original date of issuance  
12 Perpetual or dated  
13      Original maturity date  
14 Issuer call subject to prior supervisory approval  
15      Optional call date, contingent call dates and redemption amount  
16      Subsequent call dates, if applicable  
 Coupons / dividends  
17      Fixed or floating dividend/coupon  
18      Coupon rate and any related index  
19      Existence of a dividend stopper  
20      Fully discretionary, partially discretionary or mandatory  
21      Existence of step up or other incentive to redeem  
22      Noncumulative or cumulative  
23 Convertible or non-convertible  
24      If convertible, conversion trigger (s)  
25      If convertible, fully or partially  
26      If convertible, conversion rate  
27      If convertible, mandatory or optional conversion  
28      If convertible, specify instrument type convertible into  
29      If convertible, specify issuer of instrument it converts into  
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30 Write-down feature  
31      If write-down, write-down trigger(s)  
32      If write-down, full or partial  
33      If write-down, permanent or temporary  
34            If temporary write-down, description of write-up mechanism  

35 
Position in subordination hierarchy in liquidation (specify instrument 
type immediately senior to instrument) 

 

36 Non-compliant transitioned features  
37 If yes, specify non-compliant features  

 
Table 11D-2: Explanatory Notes to Main Features Template 

Explanatory Notes 

1 
Identifies issuer legal entity. 
Free text 

2 
Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier for private 
placement) 
Free text 

3 
Specifies the governing law(s) of the instrument 
Free text 

4 

Specifies the regulatory capital treatment during the Basel III transitional Basel 
III phase (i.e. the component of capital that the instrument is being phased-out 
from). 
Select from menu: [Common Equity Tier 1] [Additional Tier 1] [Tier 2] 

5 

Specifies regulatory capital treatment under Basel III rules not taking into 
account transitional treatment.  
Select from menu: [Common Equity Tier 1] [Additional Tier 1] [Tier 2] 
[Ineligible] 

6 
Specifies the level(s) within the group at which the instrument is included in 
capital. 
Select from menu: [Solo] [Group] [Solo and Group] 

7 
Specifies instrument type, varying by jurisdiction. Helps provide more granular 
understanding of features, particularly during transition. 
Select from menu: menu options to be provided to banks by each jurisdiction 

8 
Specifies amount recognised in regulatory capital. 
Free text 

9 
Par value of instrument 
Free text 

10 
Specifies accounting classification. Helps to assess loss absorbency. 
Select from menu: [Shareholders’ equity] [Liability – amortised cost] [Liability – 
fair value option] [Non-controlling interest in consolidated subsidiary] 

11 
Specifies date of issuance. 
Free text 

12 
Specifies whether dated or perpetual. 
Select from menu: [Perpetual] [Dated] 
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13 
For dated instrument, specifies original maturity date (day, month and year). For 
perpetual instrument put “no maturity”. 
Free text 

14 
Specifies whether there is an issuer call option. Helps to assess permanence. 
Select from menu: [Yes] [No] 

15 

For instrument with issuer call option, specifies first date of call if the instrument 
has a call option on a specific date (day, month and year) and, in addition, 
specifies if the instrument has a tax and/or regulatory event call. Also specifies 
the redemption price. Helps to assess permanence. 
Free text 

16 
Specifies the existence and frequency of subsequent call dates, if applicable. 
Helps to assess permanence. 
Free text 

17 

Specifies whether the coupon/dividend is fixed over the life of the instrument, 
floating over the life of the instrument, currently fixed but will move to a floating 
rate in the future, currently floating but will move to a fixed rate in the future. 
Select from menu: [Fixed], [Floating] [Fixed to floating], [Floating to fixed] 

18 
Specifies the coupon rate of the instrument and any related index that the 
coupon/dividend rate references. 
Free text 

19 

Specifies whether the non payment of a coupon or dividend on the instrument 
prohibits the payment of dividends on common shares (ie whether there is a 
dividend stopper). 
Select from menu: [yes], [no] 

20 

Specifies whether the issuer has full discretion, partial discretion or no discretion 
over whether a coupon/dividend is paid. If the bank has full discretion to cancel 
coupon/dividend payments under all circumstances it must select “fully 
discretionary” (including when there is a dividend stopper that does not have the 
effect of preventing the bank from cancelling payments on the instrument). If 
there are conditions that must be met before payment can be cancelled (e.g. 
capital below a certain threshold), the bank must select “partially discretionary”. 
If the bank is unable to cancel the payment outside of insolvency the bank must 
select “mandatory”. 
Select from menu: [Fully discretionary] [Partially discretionary] [Mandatory] 

21 
Specifies whether there is a step-up or other incentive to redeem. 
Select from menu: [Yes] [No] 

22 
Specifies whether dividends / coupons are cumulative or noncumulative. 
Select from menu: [Noncumulative] [Cumulative] 

23 
Specifies whether instrument is convertible or not. Helps to assess loss 
absorbency. 
Select from menu: [Convertible] [Nonconvertible] 

24 

Specifies the conditions under which the instrument will convert, including point 
of non-viability. Where one or more authorities have the ability to trigger 
conversion, the authorities should be listed. For each of the authorities it should 
be stated whether it is the terms of the contract of the instrument that provide 
the legal basis for the authority to trigger conversion (a contractual approach) or 
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whether the legal basis is provided by statutory means (a statutory approach). 
Free text 

25 

For  conversion trigger separately, specifies whether the instrument will: (i) 
always convert fully; (ii) may convert fully or partially; or (iii) will always convert 
partially 
Free text referencing one of the options above 

26 
Specifies rate of conversion into the more loss absorbent instrument. Helps to 
assess the degree of loss absorbency. 
Free text 

27 
For convertible instruments, specifies whether conversion is mandatory or 
optional. Helps to assess loss absorbency. 
Select from menu: [Mandatory] [Optional] [NA] 

28 
For convertible instruments, specifies instrument type convertible into. Helps to 
assess loss absorbency. 
Select from menu: [Common Equity Tier 1] [Additional Tier 1] [Tier 2] [Other] 

29 
If convertible, specify issuer of instrument into which it converts. 
Free text 

30 
Specifies whether there is a write down feature. Helps to assess loss absorbency. 
Select from menu: [Yes] [No] 

31 

Specifies the trigger at which write-down occurs, including point of non-viability. 
Where one or more authorities have the ability to trigger write-down, the 
authorities should be listed. For each of the authorities it should be stated 
whether it is the terms of the contract of the instrument that provide the legal 
basis for the authority to trigger write-down (a contractual approach) or whether 
the legal basis is provided by statutory means (a statutory approach). 
Free text 

32 

For each write-down trigger separately, specifies whether the instrument will: (i) 
always be written down fully: (ii) may be written down partially; or (iii) will 
always be written down partially. Helps assess the level of loss absorbency at 
write-down. 
Free text referencing one of the options above 

33 
For write down instrument, specifies whether write down is permanent or 
temporary. Helps to assess loss absorbency. 
Select from menu: [Permanent] [Temporary] [NA] 

34 
For instrument that has a temporary write-down, description of write-up 
mechanism. 
Free text 

35 

Specifies instrument to which it is most immediately subordinate. Helps to 
assess loss absorbency on gone-concern basis. Where applicable, banks should 
specify the column numbers of the instruments in the completed main features 
template to which the instrument is most immediately subordinate. 
Free text 

36 
Specifies whether there are non-compliant features. 
Select from menu: [Yes] [No] 

37 If there are non-compliant features, asks bank/institution to specify which ones. 
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Helps to assess instrument loss absorbency. 
Free text 

 
[MAS Notice 637 (Amendment No. 2) 2012]
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Annex 11E 
 

DISCLOSURE TEMPLATE DURING THE TRANSITION PERIOD 
 
A Reporting Bank shall disclose its capital position using the template set out in Table 
11E during the transition period for the phasing-in of regulatory adjustments set out in 
paragraphs 6.1.3, 6.2.3 and 6.3.3.  The Reporting Bank shall report the amount of each 
regulatory adjustment that is subject to the treatment provided for in the cancelled MAS 
Notice 637 dated 14 December 2007 under the column “Amount subject to Pre-Basel III 
Treatment”.  The Reporting Bank shall also report such amounts as regulatory 
adjustments in rows 41C and 56C, as the case may be.  For example, Reporting Banks 
are required to make 20% of the regulatory adjustments set out in paragraphs 6.1.3, 
6.2.3 and 6.3.3 in 2014.  Where a Reporting Bank has to report “Goodwill, net of 
associated deferred tax liability” of $100 million, the Reporting Bank shall report $20 
million under the column “Amount” and report $80 million under the column “Amount 
subject to Pre-Basel III Treatment” in row 8.  The Reporting Bank shall also report $80 
million in row 41C. 
 

[MAS Notice 637 (Amendment No. 2) 2014] 
 
Table 11E: Disclosure Template to be used during the transition period 
  Amount Amount 

subject to 
Pre-Basel 
III 
Treatment 

 Common Equity Tier 1 capital:  instruments and 
reserves 

  

1 Paid-up ordinary shares and share premium (if 
applicable) 

 

2 Retained earnings  
3# Accumulated other comprehensive income and other 

disclosed reserves 
 

4 Directly issued capital subject to phase out from CET1 
(only applicable to non-joint stock companies) 

 

5 Minority interest that meets criteria for inclusion   
6 Common Equity Tier 1 capital before regulatory 

adjustments 
  

 Common Equity Tier 1 capital: regulatory 
adjustments 

 

7 Valuation adjustment pursuant to Part VIII of MAS 
Notice 637 

 

8 Goodwill, net of associated deferred tax liability $20 
million 

$80 
million 

9# Intangible assets, net of associated deferred tax liability   
10# Deferred tax assets that rely on future profitability   
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11 Cash flow hedge reserve   
12 Shortfall of TEP relative to EL under IRBA   
13 Increase in equity capital resulting from securitisation 

transactions 
  

14 Unrealised fair value gains/losses on financial liabilities 
and derivative liabilities arising from changes in own 
credit risk 

  

15 Defined benefit pension fund assets, net of associated 
deferred tax liability 

  

16 Investments in own shares  
17 Reciprocal cross-holdings in ordinary shares of financial 

institutions 
 

18 Capital investments in ordinary shares of 
unconsolidated financial institutions in which Reporting 
Bank does not hold a major stake 

 

19# Investments in ordinary shares of unconsolidated major 
stake companies approved under s32 of Banking Act 
(including insurance subsidiaries) (amount above 10% 
threshold) 

  

20# Mortgage servicing rights (amount above 10% 
threshold) 

  

21# Deferred tax assets arising from temporary differences 
(amount above 10% threshold, net of related tax 
liability) 

 

22 Amount exceeding the 15% threshold  
23# of which: investments in ordinary shares of 

unconsolidated major stake companies approved under 
s32 of Banking Act (including insurance subsidiaries) 

 

24# of which: mortgage servicing rights  
25# of which: deferred tax assets arising from temporary 

differences 
 

26 National specific regulatory adjustments  
26A PE/VC investments in the form of ordinary shares, in 

excess of 20% of such capital investments 
  

26B PE/VC investments held beyond the relevant holding 
periods set out in MAS Notice 630 

  

26C Capital deficits in subsidiaries and associates that are 
regulated financial institutions 

  

26D Any other items which the Authority may specify   
27 Regulatory adjustments applied in calculation of CET1 

Capital due to insufficient AT1 Capital to satisfy 
required deductions 

 

28 Total regulatory adjustments to CET1 Capital  
29 Common Equity Tier 1 capital (CET1)  
 Additional Tier 1 capital: instruments  
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30 AT1 capital instruments and share premium (if 
applicable) 

 

31 of which: classified as equity under the Accounting 
Standards 

 

32 of which: classified as liabilities under the Accounting 
Standards 

 

33 Transitional: Ineligible capital instruments (pursuant to 
paragraphs 6.5.3 and 6.5.4) 

 

34 AT1 capital instruments issued by fully-consolidated 
subsidiaries that meet criteria for inclusion 

 

35 of which: instruments issued by subsidiaries subject to 
phase out 

 

36 Additional Tier 1 capital before regulatory 
adjustments 

 

 Additional Tier 1 capital: regulatory adjustments  
37 Investments in own AT1 capital instruments  
38 Reciprocal cross-holdings in AT1 capital instruments of 

financial institutions 
 

39 Capital investments in AT1 capital instruments of 
unconsolidated financial institutions in which Reporting 
Bank does not hold a major stake 

 

40# Investments in AT1 capital instruments of 
unconsolidated major stake companies approved under 
s32 of Banking Act (including insurance subsidiaries) 

  

41 National specific regulatory adjustments   
41A PE/VC investments in the form of AT1 capital 

instruments, in excess of 20% of such capital 
investments 

  

41B Any other items which the Authority may specify   
41C Regulatory adjustments applied to AT1 Capital in 

respect of amounts subject to pre-Basel III treatment 
 

 of which: Goodwill, net of associated deferred tax 
liability 

$80 
million 

 of which: Intangible assets, net of associated deferred 
tax liability 

 

 of which: Deferred tax assets that rely on future 
profitability 

 

 of which: Cash flow hedge reserve  
 of which: Increase in equity capital resulting from 

securitisation transactions 
 

 of which: Unrealised fair value gains/losses on financial 
liabilities and derivative liabilities arising from changes 
in own credit risk 

 

 of which: Shortfall of TEP relative to EL under IRBA  
 of which: PE/VC investments in the form of ordinary  
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shares, in excess of 20% of such capital investments 
 of which: PE/VC investments held beyond the relevant 

holding periods set out in MAS Notice 630 
 

 of which: Capital deficits in subsidiaries and associates 
that are regulated financial institutions 

 

 of which: Investments in ordinary shares of 
unconsolidated major stake companies approved under 
s32 of Banking Act (incl insurance subsidiaries) 

 

 of which: PE/VC investments in the form of Tier 2 
capital instruments, in excess of 20% of such capital 
investments 

 

 of which: Investments in Tier 2 capital instruments of 
unconsolidated major stake companies approved under 
s32 of Banking Act (incl insurance subsidiaries) 

 

42 Regulatory adjustments applied in calculation of AT1 
Capital due to insufficient Tier 2 Capital to satisfy 
required deductions 

 

43 Total regulatory adjustments to Additional Tier 1 
capital 

 

44 Additional Tier 1 capital (AT1)  
45 Tier 1 capital (T1 = CET1 + AT1)  
 Tier 2 capital: instruments and provisions  
46 Tier 2 capital instruments and share premium (if 

applicable) 
 

47 Transitional: Ineligible capital instruments (pursuant to 
paragraphs 6.5.3 and 6.5.4) 

 

48 Tier 2 capital instruments issued by fully-consolidated 
subsidiaries that meet criteria for inclusion 

 

49 of which: instruments issued by subsidiaries subject to 
phase out 

 

50 Provisions  
51 Tier 2 capital before regulatory adjustments  
 Tier 2 capital: regulatory adjustments  
52 Investments in own Tier 2 instruments  
53 Reciprocal cross-holdings in Tier 2 capital instruments 

of financial institutions 
 

54 Capital investments in Tier 2 capital instruments of 
unconsolidated financial institutions in which Reporting 
Bank does not hold a major stake 

 

55# Investments in Tier 2 capital instruments of 
unconsolidated major stake companies approved under 
s32 of Banking Act (including insurance subsidiaries) 

  

56 National specific regulatory adjustments   
56A PE/VC investments in the form of Tier 2 capital 

instruments, in excess of 20% of such capital 
  



 
 
Monetary Authority of Singapore  335 
 

investments 
56B Any other items which the Authority may specify   
56C Regulatory adjustments applied to Tier 2 Capital in 

respect of amounts subject to pre-Basel III treatment 
 

 of which: Shortfall of TEP relative to EL under IRBA  
 of which: PE/VC investments in the form of ordinary 

shares, in excess of 20% of such capital investments 
 

 of which: PE/VC investments held beyond the relevant 
holding periods set out in MAS Notice 630 

 

 of which: Capital deficits in subsidiaries and associates 
that are regulated financial institutions 

 

 of which: Investments in ordinary shares of 
unconsolidated major stake companies approved under 
s32 of Banking Act (incl insurance subsidiaries) 

 

 of which: PE/VC investments in the form of AT1 capital 
instruments, in excess of 20% of such capital 
investments 

 

 of which: Investments in AT1 capital instruments of 
unconsolidated major stake companies approved under 
s32 of Banking Act (incl insurance subsidiaries) 

 

57 Total regulatory adjustments to Tier 2 capital  
58 Tier 2 capital (T2)  
59 Total capital (TC = T1 + T2)  
60 Total risk weighted assets  
 Capital ratios  (as a percentage of risk weighted 

assets) 
 

61 Common Equity Tier 1 CAR  
62 Tier 1 CAR  
63 Total CAR  
64 Bank-specific buffer requirement    
65 of which: capital conservation buffer requirement  
66 of which: bank specific countercyclical buffer 

requirement 
 

67 of which: G-SIB buffer requirement (if applicable)  
68 Common Equity Tier 1 available to meet buffers  
 National minima  
69 Minimum CET1 CAR  
70 Minimum Tier 1 CAR  
71 Minimum Total CAR  
 Amounts below the thresholds for deduction 

(before risk weighting) 
 

72 Investments in ordinary shares, AT1 capital and Tier 2 
capital of unconsolidated financial institutions in which 
the bank does not hold a major stake 

 

73 Investments in ordinary shares of unconsolidated major  
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stake companies approved under s32 of Banking Act 
(including insurance subsidiaries) 

74 Mortgage servicing rights (net of related tax liability)  
75 Deferred tax assets arising from temporary differences 

(net of related tax liability) 
 

 Applicable caps on the inclusion of provisions in 
Tier 2 

 

76 Provisions eligible for inclusion in Tier 2 in respect of 
exposures subject to standardised approach (prior to 
application of cap) 

 

77 Cap on inclusion of provisions in Tier 2 under 
standardised approach 

 

78 Provisions eligible for inclusion in Tier 2 in respect of 
exposures subject to internal ratings-based approach 
(prior to application of cap) 

 

79 Cap for inclusion of provisions in Tier 2 under internal 
ratings-based approach 

 

 Capital instruments subject to phase-out 
arrangements (only applicable between 1 Jan 
2013 and 1 Jan 2022) 

 

80 Current cap on CET1 instruments subject to phase out 
arrangements 

 

81 Amount excluded from CET1 due to cap (excess over 
cap after redemptions and maturities) 

 

82 Current cap on AT1 instruments subject to phase out 
arrangements 

 

83 Amount excluded from AT1 due to cap (excess over cap 
after redemptions and maturities) 

 

84 Current cap on T2 instruments subject to phase out 
arrangements 

 

85 Amount excluded from T2 due to cap (excess over cap 
after redemptions and maturities) 

 

Items marked with a hash [#] are elements where a more conservative definition has 
been applied relative to those set out under the Basel III capital standards.  

 
[MAS Notice 637 (Amendment No. 2) 2012]
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Annex 11F 
 

LEVERAGE RATIO SUMMARY COMPARISON TABLE  
 
Table 11F-1: Leverage Ratio Summary Comparison Table  
 Item  Amount 
1 Total consolidated assets as per published financial statements   
2 Adjustment for investments in entities that are consolidated for 

accounting purposes but are outside the regulatory scope of 
consolidation 

 

3 Adjustment for fiduciary assets recognised on the balance sheet 
in accordance with the Accounting Standards but excluded from 
the calculation of the exposure measure  

 

4 Adjustment for derivative transactions  
5 Adjustment for SFTs  
6 Adjustment for off-balance sheet items    
7 Other adjustments   
8 Exposure measure   
 
Table 11F-2: Explanatory Notes to Leverage Ratio Summary Comparison Table 
Explanatory Notes  
1 This is the total consolidated assets of a Reporting Bank as per its published 

financial statements. 
2 This is the adjustment for investments in entities that are consolidated for 

accounting purposes, but outside the regulatory scope of consolidation in 
accordance with paragraphs 1.2 and 1.3 of Annex 4A.  

3 This relates to paragraph 2.5 of Annex 4A.  
4 This is the adjustment for the difference between the calculation of derivative 

transactions in accordance with the Accounting Standards, and the calculation of 
derivative transactions in accordance with paragraphs 2.7 to 2.17 of Annex 4A 
(“derivative exposure measures”).  

5 This is the adjustment for the difference between the calculation of SFTs in 
accordance with the Accounting Standards, and the calculation of SFTs in 
accordance with paragraphs 2.18 to 2.24 of Annex 4A (“SFT exposure 
measures”).  

6 This is the exposure measures of off-balance sheet items in accordance with 
paragraph 2.25 of Annex 4A (“exposure measures of off-balance sheet items”). 

7 This is the sum of any other adjustments.   
8 This is the sum of rows 1 to 7. This should be consistent with row 21 of Table 

11G-1 of Annex 11G. 
 

[MAS Notice 637 (Amendment) 2014] 
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Annex 11G 
 

LEVERAGE RATIO COMMON DISCLOSURE TEMPLATE  
 
Table 11G-1: Leverage Ratio Common Disclosure Template 
 Item  Amount  
 Exposure measures of on-balance sheet items  
1 On-balance sheet items (excluding derivative transactions 

and SFTs, but including on-balance sheet collateral for 
derivative transactions or SFTs)  

 

2 Asset amounts deducted in determining Tier 1 capital  
3 Total exposure measures of on-balance sheet items 

(excluding derivative transactions and SFTs)  
 

 Derivative exposure measures  
4 Replacement cost associated with all derivative 

transactions (net of the eligible cash portion of variation 
margins)  

 

5 Potential future exposure associated with all derivative 
transactions  

 

6 Gross-up for derivative collaterals provided where 
deducted from the balance sheet assets in accordance with 
the Accounting Standards 

 

7 Deductions of receivables for the cash portion of variation 
margins provided in derivative transactions 

 

8 CCP leg of trade exposures excluded  
9 Adjusted effective notional amount of written credit 

derivatives   
 

10 Further adjustments in effective notional amounts and  
deductions from potential future exposures of written 
credit derivatives  

 

11 Total derivative exposure measures  
 SFT exposure measures    
12 Gross SFT assets (with no recognition of accounting 

netting), after adjusting for sales accounting  
 

13 Eligible netting of cash payables and cash receivables  
14 SFT counterparty exposures   
15 SFT exposure measures where a Reporting Bank acts as an 

agent in the SFTs  
 

16 Total SFT exposure measures  
 Exposure measures of off-balance sheet items  
17 Off-balance sheet items at notional amount   
18 Adjustments for calculation of exposure measures of off-

balance sheet items 
 

19 Total exposure measures of off-balance sheet items  
 Capital and Total exposures  
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20 Tier 1 capital    
21 Total exposures  
 Leverage ratio   
22 Leverage ratio   
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Table 11G-2: Explanatory Notes to Leverage Ratio Common Disclosure Template 
Explanatory Notes 
1 This is the sum of on-balance sheet assets in the calculation of the Reporting 

Bank’s exposure measure in respect of on-balance sheet items in accordance with 
paragraph 2.4 of Annex 4A.  

2 This is the amount of deductions from capital measure in accordance with 
paragraphs 1.2 and 1.3 of Annex 4A and excluded from the total exposures. 
Deductions shall not include liability items in accordance with paragraph 2.6 of 
Annex 4A. The Reporting Bank shall report a negative amount here.   

3 This is the sum of rows 1 and 2.  
4 This is the replacement cost associated with all derivative transactions that are 

not covered by a qualifying bilateral netting agreement and the net replacement 
cost associated with all derivative transactions that are covered by a qualifying 
bilateral netting agreement in accordance with paragraphs 2.7(a) and 2.8(a) of 
Annex 4A respectively, including exposures resulting from transactions described 
in paragraph 2.14 of Annex 4A. The calculation shall be net of the cash portion of 
variation margins received in accordance with paragraph 2.12(a) of Annex 4A.  

5 This is the amount for potential future exposure associated with all derivative 
transactions that are not covered by a qualifying bilateral netting agreement and  
the add-on, “ANet”, for the potential future exposure associated with all derivative 
transactions that are covered by a qualifying bilateral netting agreement in 
accordance with paragraphs 2.7(b) and 2.8(b) of Annex 4A respectively.  

6 This is the grossed-up amount of collaterals where the collaterals provided by the 
Reporting Bank in relation to derivative transactions that have reduced the value 
of its balance sheet assets in accordance with paragraph 2.10 of Annex 4A.  

7 This is as defined under paragraph 2.12(b) of Annex 4A. The Reporting Bank shall 
report a negative amount here. 

8 This is the amount of CCP trade exposures associated with the CCP leg of 
derivative transactions which are excluded in accordance with paragraph 2.13 of 
Annex 4A. The Reporting Bank shall report a negative amount here. 

9 This is the adjusted effective notional amounts (i.e. the effective notional amounts 
reduced by any negative change in fair value amounts) for written credit 
derivative transactions in accordance with paragraphs 2.15 and 2.16 of Annex 4A.  

10 This is the sum of:  
• adjustments to the effective notional amounts of written credit derivative 

transactions in accordance with paragraphs 2.16(a) and 2.16(b) of Annex 
4A; and  

• deductions from the amounts for potential future exposure of written credit 
derivative transactions in accordance with paragraph 2.17 of Annex 4A. 
The Reporting Bank shall report a negative amount here. 

11 This is the sum of rows 4–10.  
12 This is the gross SFT assets with no recognition of any accounting netting but 

adjusted for the treatment of the following items:  
• novation with qualifying CCPs in accordance with paragraph 2.19 of Annex 

4A;  
• securities received under a SFT where the Reporting Bank has recognised 
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the securities as an asset on its balance sheet in accordance with 
paragraph 2.18(a)(i) of Annex 4A; and  

• SFTs accounted for using sales accounting in accordance with paragraph 
2.22 of Annex 4A.  

13 This is as defined under paragraph 2.18(a)(ii) of Annex 4A. The Reporting Bank 
shall report a negative amount here. 

14 This is as defined under paragraph 2.18(b) of Annex 4A. 
15 This is the SFT exposure measures in accordance with paragraphs 2.23 and 2.24 

of Annex 4A.  
16 This is the sum of rows 12 to 15.  
17 This is the total notional amount of off-balance sheet items, before any 

adjustment for CCFs in accordance with paragraph 2.25 of Annex 4A.  
18 This is the adjustment to the notional amount of off-balance sheet items due to 

the application of CCFs in accordance with paragraph 2.25 of Annex 4A. 
19 This is the sum of rows 17 and 18.  
20 This is the capital measure in accordance with Annex 2A.  
21 This is the sum of rows 3, 11, 16 and 19.  
22 This is the leverage ratio, expressed as a percentage and calculated in accordance 

with paragraph 1.1 of Annex 4A.  
 

[MAS Notice 637 (Amendment) 2014] 
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PROPOSED AMENDMENTS TO PART XIA (PUBLIC DISCLOSURE AND 
SUBMISSION REQUIREMENTS FOR ASSESSING GLOBAL SYSTEMICALLY 
IMPORTANT BANKS (G-SIBs)) 
 
The section lays out Part XIA of MAS Notice 637 (Public Disclosure and Submission 
Requirements for assessing global systemically important banks (G-SIBs)) in its entirety, 
with proposed amendments in tracked changes.  
 
 
PART XIA:  PUBLIC DISCLOSURE AND SUBMISSION REQUIREMENTS FOR 
ASSESSING GLOBAL SYSTEMICALLY IMPORTANT BANKS (G-SIBs) 
 
 
Division 1: Scope of Application 
 
11A.1.1 This Part shall not apply to a Reporting Bank whose holding or ultimate 
holding company is incorporated outside Singapore. A Reporting Bank that is required to 
comply with this Part shall do so at the Group level, in accordance with paragraph 
3.1.1(b) of Part II.  
 
11A.1.1A A Reporting Bank need not comply with the requirements in this Part if it 
is a subsidiary of – 
 

(c) another Reporting Bank, which is subject to the requirements in 
this Part; or  

 
(d) a financial holding company which is subject to requirements similar 

to that set out in this Part. 
 

[MAS Notice 637 (Amendment) 2014] 
 
Division 2: General Requirements 
 
11A.1.2 Where a Reporting Bank –  
 

(a) has a leverage ratio exposure measure900 930  exceeding EUR 200 
billion901931 ; or 
 

(b) has been designated by the BCBS as a global systemically 
important bank902932 in the preceding financial year, 

 
the Reporting Bank shall disclose the indicators set out in Annex 11A-A of this Part903933,   
and submit to the Authority the full set of data required by the BCBS’ data collection 
exercise934904 to assess the systemic importance of banks at a global level.  

                                                 
900930  For the purpose of paragraph 11A.1.2, a Reporting Bank shall refer to the definition of “leverage ratio 

exposure measure” as determined by the BCBS for assessing the systemic importance of G-SIBs.  
901931  A Reporting Bank shall use the year-end exchange rate provided by the BCBS for revaluing the exposure 

measure for the bank’s leverage ratio in terms of Euro. This year-end exchange rate can be found at: 
www.bis.org/bcbs/gsib/index.htm. 

902932  The list of G-SIBs will be designated annually based on the BCBS’ methodology for assessing the 
systemic importance of G-SIBs. 
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11A.1.3 [Deleted by MAS (Amendment) Notice (Year)] A Reporting Bank which  
has been - 
 

(a)  identified by the BCBS as one of the 75 largest global banks; or 
  

(b) designated by the BCBS as a global systemically important bank in 
the preceding financial year, 

 
shall also submit to the Authority the full set of data required by the BCBS’ data 
collection exercise823 to assess the systemic importance of banks at a global level. 
 
11A.1.4 Notwithstanding paragraphs 11A.1.2 and 11A.1.3, the Authority may, by 
notice in writing to any Reporting Bank, require the Reporting Bank to – 
 

(a) disclose the indicators in accordance with paragraph 11A.1.2; and 
  

(b) submit the data to the Authority in accordance with paragraph 
11A.1.23,  

 
and the Reporting Bank shall comply with any such requirement imposed by the 
Authority. 
 
 
Division 3: Location, Timing and Form of Disclosures   
 
11A.1.5 A Reporting Bank shall disclose the information required in this Part in 
either its published financial statements or, at a minimum, provide a direct link in its 
published financial statements to the complete disclosures on its website or on publicly 
available regulatory reports.  

 
11A.1.6 A Reporting Bank shall disclose the indicators based on positions as at the 
end of each financial year905935. A Reporting Bank shall make the required disclosure no 
later than the earlier of four months after the financial year-end and the end of the 
month of July immediately following the financial year-end. 

 
11A.1.7 The Authority shall have the discretion to determine the form of the 
disclosures required in this Part, and may require a Reporting Bank to disclose the full 
breakdown of the indicators as set out in the template that banks use for the data 
collection exercise in paragraph 11A.1.23 above. 

 
[MAS Notice 637 (Amendment) 2013] 

                                                                                                                                                        
903933  A Reporting Bank shall refer to “Global systemically important banks: updated assessment methodology 

and the higher loss absorbency requirement” issued by the BCBS in July 2013, and any other relevant 
publications issued by the BCBS for an understanding of the twelve indicators used in the assessment 
methodology for global systemic importance.  

904823 The data template and reporting instructions can be found at: www.bis.org/bcbs/gsib/index.htm. 
905935  The Authority may allow a Reporting Bank whose financial year ends on a date other than 31 December 

to report indicator values based on their positions as at 31 December.   
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Annex 11A-A 
 
G-SIB ASSESSMENT DISCLOSURES 
  
 
Table 11A-A-1 – Indicators used for assessing systemic importance of G-SIBs 
 

Category  Individual indicator 
Cross-jurisdictional activity Cross-jurisdictional claims 

Cross-jurisdictional liabilities 
Size  Total exposures as defined for use in the Basel III 

leverage ratio 
Interconnectedness Intra-financial system assets 

Intra-financial system liabilities  
Securities outstanding  

Substitutability/financial institution 
infrastructure  

Assets under custody 
Payments activity 
Underwritten transactions in debt and equity 
markets 

Complexity  Notional amount of OTC derivatives 
Level 3 assets 
Trading and available-for-sale securities 

 
[MAS Notice 637 (Amendment) 2013] 
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PROPOSED AMENDMENTS TO PART XII (REPORTING SCHEDULES) 
  
The section lays out the following elements of Part XII of MAS Notice 637 (Reporting 
Schedules), with proposed amendments in tracked changes. 
 

Annex 12B (Credit Risk Reporting Schedules) 

Schedule 2-1A 

Schedule 2-2A 

Schedule 2-2B 

Schedule 2-2C 

Schedule 2-2D 

Schedule 2-2E 

Schedule 2-2F 
Schedule 2-2G 
Schedule 2-2H 
Schedule 2-3A 

Schedule 2-3B 

Schedule 2-3C 

Schedule 2-3D 

Schedule 2-3E 

Schedule 2-3F 
Schedule 2-3G 
Schedule 2-3H 
Schedule 2-6A 

Schedule 2-6B 

Annex 12E (Other Reporting Schedules) 
Schedule 5B 

Schedule 5F 
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-1A

SA(CR) 

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)
Notional 
Amount Risk Weight Credit RWA

(a) (b) (c=axb)
1. Cash Items
(a) Cash and cash equivalents 0%

(b) 0%

(c) 0%

(d) Cheques and other items in process of collection 20%

Total for Cash Items A

After CRM

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(d) (e) (f) (g) (h) (i=d+e+f+g+h) (j) (k=ixj)
2. Central Government and Central Bank Asset Class
(a) On-balance Sheet Exposures 

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for Central Government and Central Bank Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Central Government and Central Bank Asset Class (Inclusive of the RWA due to the materality threshold) B

After CRM

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(d) (e) (f) (g) (h) (i=d+e+f+g+h) (j) (k=ixj)
3. PSE Asset Class
(a) On-balance Sheet Exposures 

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for PSE Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for PSE Asset Class (Inclusive of the RWA due to the materality threshold) C

4. MDB Asset Class
(a) On-balance Sheet Exposures 

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for MDB Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for MDB Asset Class (Inclusive of the RWA due to the materality threshold) D

After CRM

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(d) (e) (f) (g) (h) (i=d+e+f+g+h) (j) (k=ixj)
5. Bank Asset Class
(a) On-balance Sheet Exposures 

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for Bank Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Bank Asset Class (Inclusive of the RWA due to the materality threshold) E

Gold bullion held in own vault or on an allocated basis backed by gold bullion liabilities

Receivable funds from DvP transactions up to and including the fourth business day after 
the settlement date

CRM Adjustments

Notional 
Amount

Gross Exposure

Net Exposure

(Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection Sold

Redistribution of 
Net Exposures 
due to FC(SA)

Decrease in Net 
Exposure due 

to FC(CA)

Before CRM

Before CRM CRM Adjustments

Net Exposure Risk Weight Credit RWA

Before CRM CRM Adjustments

Notional 
Amount

Gross Exposure

Net Exposure

(Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection Sold

Redistribution of 
Net Exposures 
due to FC(SA)

Decrease in Net 
Exposure due 

to FC(CA)
Net Exposure Risk Weight Credit RWA

Decrease in Net 
Exposure due 

to FC(CA)
Net Exposure Risk Weight Credit RWANotional 

Amount

Gross Exposure

Net Exposure

(Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection Sold

Redistribution of 
Net Exposures 
due to FC(SA)
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6. Corporate Asset Class
(a) On-balance Sheet Exposures 

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for Corporate Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Corporate Asset Class (Inclusive of the RWA due to the materality threshold) F

After CRM

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(d) (e) (f) (g) (h) (i=d+e+f+g+h) (j) (k=ixj)
7. Regulatory Retail Asset Class
(a) On-balance Sheet Exposures

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 75% - Exposures to individuals 75%
Risk Weight 75% - Exposures to small business 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 75% - Exposures to individuals 75%
Risk Weight 75% - Exposures to small business 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(c) OTC Derivative Transactions
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 75% - Exposures to individuals 75%
Risk Weight 75% - Exposures to small business 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(d) SFTs
Risk Weight 0% 0%
Risk Weight 10% 10%
Risk Weight 20% 20%
Risk Weight 50% 50%
Risk Weight 75% - Exposures to individuals 75%
Risk Weight 75% - Exposures to small business 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for Regulatory Retail Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Regulatory Retail Asset Class (Inclusive of the RWA due to the materality threshold) G

8. Residential Mortgage Asset Class
(a) On-balance Sheet Exposures

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 35% 35%
Risk Weight 50% 50%
Risk Weight 75% 75%
Risk Weight 100% 100%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 35% 35%
Risk Weight 50% 50%
Risk Weight 75% 75%
Risk Weight 100% 100%

Sub-Total Sum to zero

Total for Residential Mortgage Asset Class

Materiality 
Threshold 
Amount

(c) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Residential Mortgage Asset Class (Inclusive of the RWA due to the materality threshold) H

8A. CRE Asset Class
(a) On-balance Sheet Exposures

Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 35% 35%
Risk Weight 50% 50%
Risk Weight 75% 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

(b) Off-balance Sheet Exposures
Risk Weight 0% 0%
Risk Weight 20% 20%
Risk Weight 35% 35%
Risk Weight 50% 50%
Risk Weight 75% 75%
Risk Weight 100% 100%
Risk Weight 150% 150%

Sub-Total Sum to zero

Total for CRE Asset Class

Materiality 
Threshold 
Amount

(c) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for CRE Asset Class (Inclusive of the RWA due to the materality threshold) I

Net exposure 
before CRM, 

where 
applicable

Net exposure 
(after CRM, 

where 
applicable)

Risk Weight Credit RWA

9. Other Exposures Asset Class
(a) Premises  plant and equipment and other fixed assets 100%

(b) Real Estate 100%

(c) Exposures to individuals excluded from regulatory retail asset class 100%

(d) Other exposures/assets not included in above categories or not included in the IRBA  IRBA(EQ) or IRBA(SE) 100%
(Pls itemise and specify)

Total for Other Exposures Asset Class

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on a SA exposure 

Total for Other Exposures Asset Class (Inclusive of the RWA due to the materality threshold) J

10. Total SA(CR) net exposures after CRM, where applicable

Total SA(CR) RWA K=SUM(A:J)

Before CRM CRM Adjustments

Decrease in Net 
Exposure due 

to FC(CA)
Net Exposure Risk Weight Credit RWANotional 

Amount

Gross Exposure

Net Exposure

(Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection Sold

Redistribution of 
Net Exposures 
due to FC(SA)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2A

F-IRBA - SOVEREIGN ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2A-RWA
(In S$ million)

Lower Upper Average

Before applying 
qualifying 

bilateral netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2A-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Sovereign Asset Sub-Class (include defaulted loans)
Total for Sovereign Asset Sub-Class (exclude defaulted loans)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for Sovereign Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Total for Sovereign Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount Credit RWAObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2A

F-IRBA - SOVEREIGN ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2A-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land 

in Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible 

receivables
Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2A-RWA (b) from 2-2A-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(g) from 2-2A-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Sovereign Asset Sub-Class (include defaulted loans)
Total for Sovereign Asset Sub-Class (exclude defaulted loans)

Obligor 
Grade Average PD Total EAD

EAD segmented by collateral/facility type
Exposure Weighted 

Average LGD          
(%)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2B

F-IRBA - BANK ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2B-RWA
(In S$ million)

1. Bank Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2B-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Bank Asset Sub-Class (include defaulted loans)
Sub-Total for Bank Asset Sub-Class (exclude defaulted loans)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Bank Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Bank Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due 
to Credit 

Protection 
Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA
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2. Bank Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2B-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Bank Asset Sub-Class (include defaulted loans)
Sub-Total for Bank Asset Sub-Class (exclude defaulted loans)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Bank Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Bank Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

3. Total Bank Asset Sub-Class Exposure

Total for Bank Asset Sub-Class (include defaulted loans)
Total for Bank Asset Sub-Class (exclude defaulted loans)

Total for Bank Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Bank Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)

Credit RWAObligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due 
to Credit 

Protection 
Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2B

F-IRBA - BANK ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2B-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical 

Collateral
Eligible CRE Eligible RRE Eligible 

receivables
Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2B-RWA (b) from 2-2B-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(g) from 2-2B-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Bank Asset Sub-Class (include defaulted loans)
Total for Bank Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2C

F-IRBA - CORPORATE ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2C-RWA
(In S$ million)

1. Corporate Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2C-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Corporate Asset Sub-Class (include defaulted loans)
Sub-Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection 
Sold

Adjustments to 
SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA
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2. Corporate Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2C-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Corporate Asset Sub-Class (include defaulted loans)
Sub-Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

3. Total Corporate Asset Sub-Class Exposure

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountExposure 

Weighted 
Average LGD 

(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA
Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection 
Sold

Adjustments to 
SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2C

F-IRBA - CORPORATE ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2C-LGD
(In S$ million)

Subordinated claims Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible receivables Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2C-RWA (b) from 2-2C-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(g) from 2-2C-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2D

F-IRBA - CORPORATE SMALL BUSINESS ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2D-RWA
(In S$ million)

1. Corporate Small Business Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2D-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection 
Sold

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountAdjustments 

to SFTs
EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 
Average 
LGD (%)

Exposure 
Weighted 
Average M 

(years)

Exposure 
Weighted 
Average 
Firm Size

Credit RWA



Monetary Authority of Singapore

2. Corporate Small Business Asset Sub-Class Exposure to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (k) from 2-2D-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

3. Total Corporate Small Business Asset Sub-Class Exposure

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount Credit RWAAdjustments 

to SFTs
EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 
Average 
LGD (%)

Exposure 
Weighted 
Average M 

(years)

Exposure 
Weighted 
Average 
Firm Size

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection 
Sold



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2D

F-IRBA - CORPORATE SMALL BUSINESS ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2D-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible receivables Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2D-RWA (b) from 2-2D-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(g) from 2-2D-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2E

F-IRBA - SL ASSET SUB-CLASS: IPRE
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2E-RWA
(In S$ million)

1. SL Asset Sub-Class: IPRE Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements

(a) (b) (c) (d) (e) (f=c+d+e) (k) from 2-2E-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Sub-total for SL Asset Sub-Class: IPRE (include defaulted loans)
Sub-total for SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for SL Asset Sub-Class: IPRE (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Sub-total for SL Asset Sub-Class: IPRE (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection 
Sold

EAD

Internal Rating System Before CRM Adjustments for CRM After CRM

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA



Monetary Authority of Singapore

2. SL Asset Sub-Class: IPRE Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements

(a) (b) (c) (d) (e) (f=c+d+e) (k) from 2-2E-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Sub-total for SL Asset Sub-Class: IPRE (include defaulted loans)
Sub-total for SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for SL Asset Sub-Class: IPRE (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Sub-total for SL Asset Sub-Class: IPRE (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

3. Total SL Asset Sub-Class: IPRE Exposure

Total for SL Asset Sub-Class: IPRE (include defaulted loans)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Not subject to Double Default Framework)

Total for SL Asset Sub-Class: IPRE (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2E

F-IRBA - SL ASSET SUB-CLASS: IPRE
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2E-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible 

receivables
Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2E-RWA (b) from 2-2E-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(f) from 2-2E-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for SL Asset Sub-Class: IPRE (include defaulted loans)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans)

[MAS Notice 637 (Amendment No. 2) 2014]

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2F

F-IRBA - SL ASSET SUB-CLASS: PF/OF/CF
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2F-RWA
(In S$ million)

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 

netting 
agreements

(a) (b) (c) (d) (e) (f=c+d+e) (k) from 2-2F-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)
(Not subject to Double Default Framework)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Internal Rating System Before CRM Adjustments for CRM After CRM

Inflows due to 
Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2F

F-IRBA - SL ASSET SUB-CLASS: PF/OF/CF
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-2F-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible receivables Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2F-RWA (b) from 2-2F-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(f) from 2-2F-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2G

F-IRBA - HVCRE ASSET SUB-CLASS 
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2G-RWA
(In S$ million)

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements

(a) (b) (c) (d) (e) (f=c+d+e) (k) from 2-2G-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Total for HVCRE Asset Sub-Class (include defaulted loans)
Total for HVCRE Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for HVCRE Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for HVCRE Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Internal Rating System Before CRM Adjustments for CRM After CRM

Inflows due to 
Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2G

F-IRBA - HVCRE ASSET SUB-CLASS 
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting: 

Table 2-2G-LGD
(In S$ million)

Subordinated 
claims

Unsecured senior 
claims

Eligible Physical 
Collateral - Industrial 

Properties

Eligible Physical 
Collateral - Land in 

Singapore

Other Eligible 
Physical Collateral Eligible CRE Eligible RRE Eligible 

receivables
Eligible financial 

collateral

LGD = 75% LGD = 45% LGD = 40% LGD = 40% LGD = 40% LGD = 35% LGD = 35% LGD = 35% LGD = 0%
(a) from 2-2G-RWA (b) from 2-2G-RWA (a=b+c+d+e+f+g+h+i+j) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k)

(f) from 2-2G-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for HVCRE Asset Sub-Class (include defaulted loans)
Total for HVCRE Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted Average 

LGD          (%)
Obligor Grade Average PD Total EAD

EAD segmented by collateral/facility type
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-2H

F-IRBA - EXPOSURES SUBJECT TO DOUBLE DEFAULT FRAMEWORK

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)

Adjustments 
for CRM

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

1. Corporate Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corporate Asset Sub-Class (include defaulted loans)
Total Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

2. Corporate Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corporate Asset Sub-Class (include defaulted loans)
Total Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

Internal Rating System Before CRM

Exposure 
Weighted 
Average 
Maturity 
(years)

Number 
of 

Obligors
EL Amount Credit RWAObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures

Adjustments 
to SFTs

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

After CRM
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3. Corporate Small Business Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corp Small Business Asset Sub-Class (include defaulted loans)
Total Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business  Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

4. Corporate Small Business Asset Sub-Class Exposure to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corp Small Business Asset Sub-Class (include defaulted loans)
Total Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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5. SL Asset Sub-Class: IPRE

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total SL Asset Sub-Class: IPRE (include defaulted loans)
Total SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total SL Asset Sub-Class: IPRE (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total SL Asset Sub-Class: IPRE (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

6. SL Asset Sub-Class: PF/OF/CF

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total SL Asset Sub-Class: PF/OF/CF (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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7. HVCRE Asset Sub-Class

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total HVCRE Asset Sub-Class (include defaulted loans)
Total HVCRE Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total HVCRE Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total HVCRE Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

Total Exposures (include defaulted loans)
Total Exposures (exclude defaulted loans)
(Subject to Double Default Framework)

Total Exposures (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total Exposures (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3A

A-IRBA - SOVEREIGN ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3A-RWA
(In S$ million)

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3A-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Sovereign Asset Sub-Class (include defaulted loans)
Total for Sovereign Asset Sub-Class (exclude defaulted loans)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for Sovereign Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Total for Sovereign Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount Credit RWAObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3A

A-IRBA - SOVEREIGN ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3A-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD

Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %

Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   % Average =   % Average =   % Average =   % Average =   % Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %
(a) from 2-3A-RWA (b) from 2-3A-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(g) from 2-3A-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Sovereign Asset Sub-Class (include defaulted loans)
Total for Sovereign Asset Sub-Class (exclude defaulted loans)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade

Exposure 
Weighted 

Average LGD          
(%)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3A

A-IRBA - SOVEREIGN ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3A-CCF
(In S$ million)

Nature of Transaction Notional Amount
Credit Conversion 

Factor Credit Equivalent Amounts

Total for Sovereign Asset Sub-class
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3B

A-IRBA - BANK ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3B-RWA
(In S$ million)

1. Bank Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying 

bilateral netting 
agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3B-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Bank Asset Sub-Class (include defaulted loans)
Sub-Total for Bank Asset Sub-Class (exclude defaulted loans)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Bank Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Sub-total for Bank Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA
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2. Bank Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying 

bilateral netting 
agreements

After applying 
qualifying bilateral 

netting 
agreements (other 

than SFTs)
(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3B-LGD

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Bank Asset Sub-Class (include defaulted loans)
Sub-Total for Bank Asset Sub-Class (exclude defaulted loans)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Bank Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Sub-total for Bank Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

3. Total Bank Asset Sub-Class Exposure

Total for Bank Asset Sub-Class (include defaulted loans)
Total for Bank Asset Sub-Class (exclude defaulted loans)

Total for Bank Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Total for Bank Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)

Credit RWAObligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due 

to Credit 
Protection 

Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3B

A-IRBA - BANK ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3B-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD

Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %

Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %
(a) from 2-3B-RWA (b) from 2-3B-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(g) from 2-3B-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Bank Asset Sub-Class (include defaulted loans)
Total for Bank Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3B

A-IRBA - BANK ASSET SUB-CLASS

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3B-CCF
(In S$ million)

Nature of Transaction Notional Amount
Credit Conversion 

Factor
Credit Equivalent 

Amounts

Total for Bank Asset Sub-class
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3C

A-IRBA - CORPORATE ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3C-RWA
(In S$ million)

1. Corporate Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3C-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Corporate Asset Sub-Class (include defaulted loans)
Sub-Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due to 
Credit Protection 

Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA



Monetary Authority of Singapore

2. Corporate Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3C-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Corporate Asset Sub-Class (include defaulted loans)
Sub-Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

3. Total Corporate Asset Sub-Class Exposure

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL AmountExposure 

Weighted 
Average LGD 

(%)

Exposure 
Weighted 
Average M 

(years)

Credit RWA
Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures
(Outflows) due to 
Credit Protection 

Bought

Inflows due to 
Credit 

Protection Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3C

A-IRBA - CORPORATE ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3C-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD
Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %
Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %
(a) from 2-3C-RWA (b) from 2-3C-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(g) from 2-3C-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 
Average 

LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3C

A-IRBA - CORPORATE ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3C-CCF
(In S$ million)

Nature of Transaction Notional Amount
Credit Conversion 

Factor
Credit Equivalent 

Amounts

Total for Corporate Asset Sub-class



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3D

A-IRBA - CORPORATE SMALL BUSINESS ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3D-RWA
(In S$ million)

1. Corporate Small Business Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3D-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-Total for Corp Small Business Asset Sub-Class (include defaulted loans) C
Sub-Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) C
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Credit RWAObligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection 
Sold

Internal Rating System Before CRM Adjustments for CRM

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Exposure 
Weighted 
Average 
Firm Size

After CRM

Number of 
Obligors EL Amount



Monetary Authority of Singapore

2. Corporate Small Business Asset Sub-Class Exposure to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

(a) (b) (c) (d) (e) (f) (g=c+d+e+f) (p) from 2-3D-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) C
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) C
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

3. Total Corporate Small Business Asset Sub-Class Exposure

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Credit RWAObligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) due 
to Credit 

Protection 
Bought

Inflows due to 
Credit 

Protection 
Sold

Adjustments 
to SFTs

EAD

Exposure 
Weighted 

Average PD 
(%)

Internal Rating System Before CRM Adjustments for CRM After CRM

Number of 
Obligors EL Amount

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Exposure 
Weighted 
Average 
Firm Size



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3D

A-IRBA - CORPORATE SMALL BUSINESS ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3D-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD
Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %
Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   %
(a) from 2-3D-RWA (b) from 2-3D-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(g) from 2-3D-RWA Panel 1 & 2
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3D

A-IRBA - CORPORATE SMALL BUSINESS ASSET SUB-CLASS
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3D-CCF
(In S$ million)

Nature of Transaction
Notional 
Amount

Credit Conversion 
Factor

Credit Equivalent 
Amounts

Total for Corp Small Business Asset Sub-class



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3E

A-IRBA - SL ASSET SUB-CLASS : IPRE
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3E-RWA
(In S$ million)

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 

netting 
agreements

(a) (b) (c) (d) (e) (f=c+d+e) (p) from 2-3E-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Total for SL Asset Sub-Class: IPRE (include defaulted loans)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Not subject to Double Default Framework)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for SL Asset Sub-Class: IPRE (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Internal Rating System Before CRM Adjustments for CRM After CRM

Inflows due 
to Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3E

A-IRBA - SL ASSET SUB-CLASS : IPRE
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3E-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD

Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %

Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %
(a) from 2-3E-RWA (b) from 2-3E-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(f) from 2-3E-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for SL Asset Sub-Class: IPRE (include defaulted loans)
Total for SL Asset Sub-Class: IPRE (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3E

A-IRBA - SL ASSET SUB-CLASS : IPRE
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3E-CCF
(In S$ million)

Nature of Transaction
Notional 
Amount

Credit Conversion 
Factor

Credit Equivalent 
Amounts

Total for SL Asset Sub-class: IPRE



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3F

A-IRBA - SL ASSET SUB-CLASS : PF/OF/CF
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3F-RWA
(In S$ million)

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying bilateral 
netting agreements

(a) (b) (c) (d) (e) (f=c+d+e) (p) from 2-3F-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)
(Not subject to Double Default Framework)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Internal Rating System Before CRM Adjustments for CRM After CRM

Inflows due 
to Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA



Monetary Authority of Singapore

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3F

A-IRBA - SL ASSET SUB-CLASS : PF/OF/CF
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3F-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD

Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %

Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   % Average =   %
(a) from 2-3F-RWA (b) from 2-3F-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(f) from 2-3F-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total for SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3F

A-IRBA - SL ASSET SUB-CLASS : PF/OF/CF
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3F-CCF
(In S$ million)

Nature of Transaction Notional Amount
Credit Conversion 

Factor
Credit Equivalent 

Amounts

Total for SL Asset Sub-class: PF/ OF/ CF



Monetary Authority of Singapore  

MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3G

A-IRBA - HVCRE ASSET SUB-CLASS 
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3G-RWA
(In S$ million)

Lower Upper Average
Before applying 

qualifying bilateral 
netting agreements

After applying 
qualifying 

bilateral netting 
agreements

(a) (b) (c) (d) (e) (f=c+d+e) (p) from 2-3G-LGD
(a) On-balance Sheet Exposures

1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) Total for HVCRE Asset Sub-Class (include defaulted loans)
Total for HVCRE Asset Sub-Class (exclude defaulted loans)
(Not subject to Double Default Framework)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total for HVCRE Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for HVCRE Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Not subject to Double Default Framework)

Default 
risk

Dilution 
risk

Default 
risk

Dilution 
risk

(f) Purchased Receivables

Obligor 
Grade

PD range (%)

Notional 
Amount

Gross Exposures (Outflows) 
due to Credit 

Protection 
Bought

Internal Rating System Before CRM Adjustments for CRM After CRM

Inflows due to 
Credit 

Protection 
Sold

EAD

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

Exposure 
Weighted 
Average M 

(years)

Number of 
Obligors EL Amount Credit RWA
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3G

A-IRBA - HVCRE ASSET SUB-CLASS 
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3G-LGD
(In S$ million)

LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD LGD

Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   % Upper =   %

Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   % Lower =   %

Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %Average =   %
(a) from 2-3G-RWA (b) from 2-3G-RWA (a=SUM(b:o)) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m) (n) (o) (p)

(f) from 2-3G-RWA
(a) On-balance Sheet Exposures

1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1
2
3
.
.
.

Default (100%)
Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total for HVCRE Asset Sub-Class (include defaulted loans)
Total for HVCRE Asset Sub-Class (exclude defaulted loans)

Exposure 
Weighted 

Average LGD          
(%)

Obligor Grade Average PD Total EAD

EAD segmented by facility grade
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES
SCHEDULE 2-3G

A-IRBA - HVCRE ASSET SUB-CLASS 
(Exposures not subject to double default framework)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

Table 2-3G-CCF
(In S$ million)

Nature of Transaction Notional Amount
Credit Conversion 

Factor
Credit Equivalent 

Amounts

Total for HVCRE Asset Sub-class
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-3H

A-IRBA - EXPOSURES SUBJECT TO DOUBLE DEFAULT FRAMEWORK

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)

Adjustments 
for CRM

Lower Upper Average

Before applying 
qualifying bilateral 

netting 
agreements

After applying 
qualifying bilateral 
netting agreements 
(other than SFTs)

1. Corporate Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corporate Asset Sub-Class (include defaulted loans)
Total Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

2. Corporate Asset Sub-class Exposure to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corporate Asset Sub-Class (include defaulted loans)
Total Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corporate Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Sub-total for Corporate Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.21 of MAS Notice 637) 

Total for Corporate Asset Sub-Class (include defaulted loans)
Total for Corporate Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Total for Corporate Asset Sub-Class (include defaulted loans) (Inclusive of the RWA due to the materality threshold)
Total for Corporate Asset Sub-Class (exclude defaulted loans) (Inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

Internal Rating System Before CRM

Exposure 
Weighted 
Average 
Maturity 
(years)

Number 
of 

Obligors
EL Amount Credit RWAObligor 

Grade

PD range (%)

Notional 
Amount

Gross Exposures

Adjustments 
to SFTs

Exposure 
Weighted 

Average PD 
(%)

Exposure 
Weighted 

Average LGD 
(%)

After CRM
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3. Corporate Small Business Asset Sub-Class Exposure, excluding exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corp Small Business Asset Sub-Class (include defaulted loans)
Total Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.21A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business  Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Exclude exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

4. Corporate Small Business Asset Sub-Class Exposure to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(d) SFTs
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total Corp Small Business Asset Sub-Class (include defaulted loans)
Total Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Sub-total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Sub-total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
(Only include exposures to financial institutions that meet the criteria stated in Para 7.4.22A of MAS Notice 637) 

Total for Corp Small Business Asset Sub-Class (include defaulted loans)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Total for Corp Small Business Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total for Corp Small Business Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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5. SL Asset Sub-Class: IPRE

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total SL Asset Sub-Class: IPRE (include defaulted loans)
Total SL Asset Sub-Class: IPRE (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total SL Asset Sub-Class: IPRE (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total SL Asset Sub-Class: IPRE (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

6. SL Asset Sub-Class: PF/OF/CF

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total SL Asset Sub-Class: PF/OF/CF (include defaulted loans)
Total SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total SL Asset Sub-Class: PF/OF/CF (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total SL Asset Sub-Class: PF/OF/CF (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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7. HVCRE Asset Sub-Class

(a) On-balance Sheet Exposures
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(b) Off-balance Sheet Exposures (excluding OTC Derivative Transactions & SFTs)
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

(c) OTC Derivative Transactions
1 PD1
2 PD2
3 PD3
. PD4
.
.

Sub-Total (include defaulted loans)
Sub-Total (exclude defaulted loans)

Total HVCRE Asset Sub-Class (include defaulted loans)
Total HVCRE Asset Sub-Class (exclude defaulted loans)
(Subject to Double Default Framework)

Materiality 
Threshold 
Amount

(d) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA exposure 

Total HVCRE Asset Sub-Class (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total HVCRE Asset Sub-Class (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)

Total Exposures (include defaulted loans)
Total Exposures (exclude defaulted loans)
(Subject to Double Default Framework)

Total Exposures (include defaulted loans) (inclusive of the RWA due to the materality threshold)
Total Exposures (exclude defaulted loans) (inclusive of the RWA due to the materality threshold)
(Subject to Double Default Framework)
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-6A

SA(EQ) 

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)
Gross 

Exposures Net Exposures Risk 
Weight

SA(EQ) 
RWA

1. Equity Exposures

(a) Equity exposures in unconsolidated financial institutions, excluding equity 100%
investments in funds, in which the Reporting Bank does not hold a major stake
(as stated in para 6.1.3 (o)(iii), 6.2.3 (d)(iii) and 6.3.3 (d)(iii) of Part VI)

(b) Other equity exposures, excluding equity investments in funds 100%

Materiality 
Threshold 
Amount

(c) Materiality threshold below which no payment will be made by 1250%
 the protection provider in the event of loss on an SA(EQ) exposure 

Before Lvg 
Adjustment

After Lvg 
Adjustment

Total RWA Total RWA
2. Equity Investments in Funds

(a) Equity investments in funds for which risk-weighted exposure amounts are 
computed using only the LTA 

(b) Equity investments in funds for which risk-weighted exposure amounts are 
computed using only the MBA 

(c) Equity investments in funds for which risk-weighted exposure amounts are 1250%
computed using only the FBA

(d) Equity investments in funds for which risk-weighted exposure amounts are 
computed using any combination of the LTA, MBA or FBA

23. Total SA(EQ) RWA

Net ExposuresGross 
Exposures
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MAS NOTICE 637: CREDIT RISK REPORTING SCHEDULES Annex 12B
SCHEDULE 2-6B

IRBA(EQ)

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)
Gross 

Exposures Net Exposures Risk Weight IRBA(EQ) RWA

(a) (b) (c=axb)
1. Simple Risk Weight Method

(a) Equity exposures in unconsolidated financial institutions, excluding equity investments in funds, 
in which the Reporting Bank does not hold a major stake (as stated in para 6.1.3 (o)(iii),
6.2.3 (d)(iii) and 6.3.3 (d)(iii) of Part VI)

Listed securities 300%
Other equity exposures 400%

(b) Other equity exposures, excluding equity investments in funds
Listed securities 300%
Other equity exposures 400%

Total for Equity Exposures under Simple Risk Weight Method

2. IMM

Gross Exposures Net 
Exposures EAD Minimum 

Risk Weight

IRBA(EQ) 
RWA using 

minimum risk 
weight

EAD Potential 
loss

IRBA(EQ) RWA 
using internal 

models 
method

(d) (e) (f) (g=exf) (h=d-e) (i) (j=ix12.5) (k=g+j)

(a) Equity exposures in unconsolidated financial 
institutions, excluding equity investments in funds, 
in which the Reporting Bank does not hold a major 
stake (as stated in para 6.1.3 (o)(iii), 6.2.3 (d)(iii), 
6.2.3 (d)(iii) and 6.3.3 (d)(iii) of Part VI)

Listed securities 200%
Other equity exposures 300%

(b) Other equity exposures, excluding equity investments 
in funds

Listed securities 200%
Other equity exposures 300%

 

Materiality 
Threshold 
Amount

Risk Weight

(c) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA(EQ) exposure 

Total IRBA(EQ) RWA (after comparing with floor) 
under IMM

Total IRBA(EQ) 
RWA

Exposures subject to minimum risk 
weights

Exposures subject to internal models 
method (not subject to minimum risk 

weights)
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Estimated PD (%) Gross 
Exposures

Net 
Exposures EL Amounts

Before 
Comparing 
with Floor

Floor After Comparing 
with Floor

3. PD/LGD Method

(a) Equity exposures in unconsolidated financial institutions, excluding equity
investments in funds, in which the Reporting Bank does not hold a major 
stake (as stated in para 6.1.3 (o)(iii), 6.2.3 (d)(iii) and 6.3.3 (d)(iii) of Part VI),
excluding financial institutions that meet the criteria stated in Para 7.4.21A 
or Para 7.4.22A of MAS Notice 637

(1) Listed securities (no expectations of capital gains)
PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(2) Private securities (no expectations of capital gains)
PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(3) Listed securities
PD1 200%
PD2 200%
PD3 200%
PD4 200%

200%
200%

Default (100%) 200%
Sub-Total

(4) Other equity exposures
PD1 300%
PD2 300%
PD3 300%
PD4 300%

300%
300%

Default (100%) 300%
Sub-Total

IRBA(EQ) RWA
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(b) Equity exposures in unconsolidated financial institutions, excluding equity 
investments in funds, in which the Reporting Bank does not hold a major stake
(as stated in para 6.1.3 (o)(iii), 6.2.3 (d)(iii) and 6.3.3 (d)(iii) of Part VI) and the
financial institutions meet the criteria stated in Para 7.4.21A or Para 7.4.22A 
of MAS Notice 637

(1) Listed securities (no expectations of capital gains)
PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(2) Private securities (no expectations of capital gains)
PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(3) Listed securities
PD1 200%
PD2 200%
PD3 200%
PD4 200%

200%
200%

Default (100%) 200%
Sub-Total

(4) Other equity exposures
PD1 300%
PD2 300%
PD3 300%
PD4 300%

300%
300%

Default (100%) 300%
Sub-Total
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(c) Other equity exposures, excluding equity investments in funds
(1) Listed securities (no expectations of capital gains)

PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(2) Private securities (no expectations of capital gains)
PD1 100%
PD2 100%
PD3 100%
PD4 100%

100%
100%

Default (100%) 100%
Sub-Total

(3) Listed securities
PD1 200%
PD2 200%
PD3 200%
PD4 200%

200%
200%

Default (100%) 200%
Sub-Total

(4) Other equity exposures
PD1 300%
PD2 300%
PD3 300%
PD4 300%

300%
300%

Default (100%) 300%
Sub-Total

Risk Weight IRBA(EQ) RWA

(d) Application of a 1250% risk weight instead of calculating the 1250%
credit risk-weighted exposure amount under the PD/LGD Method 
(as per Para 7.5.52 of MAS Notice 637)

Materiality 
Threshold 
Amount

(e) Materiality threshold below which no payment will be made by 1250%
the protection provider in the event of loss on an IRBA(EQ) exposure 

Total EL For Equity Exposures under PD/LGD Method 1250%

Total for Equity Exposures under
PD/LGD Method
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Total RWA Total RWA
4 Exposures Equity Investments in Funds

(a) Exposures subject to risk weights other than 1250%
Equity investments in funds for which risk-weighted exposure amounts are 
computed using only the LTA 

(1) Exposures in funds for which risk-weighted exposure 
amounts are computed using a look-through treatment 
(as per Para 7.5.23A)

(2) Exposures in funds for which holdings are treated as a single investment
(as per Para 7.5.23A)

(3) Exposures in funds for which risk-weighted exposure amounts are computed
using a look-through treatment  based on the fund's investment mandate
(as per Para 7.5.23B)

(4) Exposures in funds for which holdings are treated as a single investment
based on the fund's investment mandate
(as per Para 7.5.23B)

Sub-Total

(b) Exposures subject to a 1250% risk weight
Equity investments in funds for which risk-weighted exposure amounts are 
computed using only the MBA

(1) Exposures in funds for which risk-weighted exposure 
amounts are computed using a look-through treatment 
(as per Para 7.5.23A)

(2) Exposures in funds for which holdings are treated as a single investment
(as per Para 7.5.23A)

(3) Exposures in funds for which risk-weighted exposure amounts are computed
using a look-through treatment  based on the fund's investment mandate
(as per Para 7.5.23B)

(4) Exposures in funds for which holdings are treated as a single investment
based on the fund's investment mandate
(as per Para 7.5.23B)

Sub-Total

(c) Equity investments in funds for which risk-weighted exposure amounts are 1250%
computed using only the FBA

(d) Equity investments in funds for which risk-weighted exposure amounts are 
computed using any combination of the LTA, MBA or FBA

(e) Equity investments in funds subject to a 1250% risk weight 

5. Total IRBA(EQ) RWA (excluding exposures subject to 1250% risk weights)
Total IRBA(EQ) RWA (only exposures subject to 1250% risk weights)

[MAS Notice 637 (Amendment) 2013]

Before Lvg 
Adjustment

After Lvg 
AdjustmentNet 

Exposures Net Exposures Risk Weight
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MAS NOTICE 637: OTHER REPORTING SCHEDULES Annex 12E
SCHEDULE 5B

OTC DERIVATIVE TRANSACTIONS
(Notional Amounts and E or EAD) - CURRENT EXPOSURE METHOD SA-CCR

- CCR STANDARDISED METHOD
- CCR INTERNAL MODELS METHOD

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)
Foreign 

Exchange 
Contracts and 

Gold

Interest Rates 
Contracts

Equity 
Contracts

Precious 
Metals 

Contracts

Other 
Commodities 

Contracts

Credit 
Derivative 
Contracts

Total 
Contracts

1. Current Exposure Method SA-CCR
a. Maturity of One Year or Less
i. Notional Amount
ii. Contracts Subject to Netting
ii. Replacement Cost
iii. Potential Future Exposure
iii. Contracts Not Subject to Netting

Replacement Cost
Potential Future Exposure

iv. Credit Equivalent Amount (E or EAD)

v. Incurred CVA

vi.

b. Maturity of Over One Year and Up To 5 Years
i. Notional Amount
ii. Contracts Subject to Netting

Replacement Cost
Potential Future Exposure

iii. Contracts Not Subject to Netting
Replacement Cost
Potential Future Exposure

iv. Credit Equivalent Amount  (E or EAD)

v. Incurred CVA

vi. Credit Equivalent Amount  (E or EAD),less incurred CVA

c. Maturity of Over Five Years / All Maturity for Credit Derivatives
i. Notional Amount
ii. Contracts Subject to Netting

Replacement Cost
Potential Future Exposure

iii. Contracts Not Subject to Netting
Replacement Cost
Potential Future Exposure

iv. Credit Equivalent Amount  (E or EAD)

v. Incurred CVA

vi. Credit Equivalent Amount  (E or EAD),less incurred CVA

Total E or EAD 

2. CCR Standardised Method

(a) Contracts subject to Current Market Value of the 
Hedging Sets

(b) Contracts subject to the CCF-weighted Absolute
Amounts of Risk Positions

(c) Total subject to ß of 1.4

Total E or EAD

Total E or EAD, less incurred CVA

32. CCR Internal Models Method
Foreign 

Exchange 
Contracts and 

Gold

Interest Rates 
Contracts

Equity 
Contracts

Precious 
Metals 

Contracts

Other 
Commodities 

Contracts

Credit 
Derivative 
Contracts

SFTs Other 
Contracts

(a) Model that takes Collateral into Account
(i) Notional Amount

(ii) Effective EPE

(iii) Alpha

Total E or EAD

Total E or EAD, less incurred CVA

(b) Model that does not take Collateral into Account
(i) Notional Amount

(ii) Effective EPE

(iii) Alpha

Total E or EAD

Total E or EAD, less incurred CVA

Total Credit RWA under CCR Internal Models Method

Credit Equivalent Amount (E or EAD), less 
incurred CVA

Total E or EAD, less incurred CVA Credit RWA 
under SA-CCR



MAS NOTICE 637: OTHER REPORTING SCHEDULES Annex 12E
SCHEDULE 5F

EXPOSURES TO CCPs

Name of the Reporting Bank:

Statement as at:

Scope of Reporting:

(In S$ million)

1 Exposures to qualifying CCPs, calculated in accordance with paragraph 1.3 of Annex 7AJ

(a) CCP Trade Exposures E/EAD CCP RWA

(i) CCP Trade Exposures where a Reporting Bank is a Clearing Member of a CCP
(Exclude trade exposures used in Method 2 below if adopted)

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total A

(ii) Exposures to CCPs where a Reporting Bank is a Client of a Clearing Member and 
all conditions in paragraph 2.5 of Annex 7AJ are met

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total B

(iii) Exposures to CCPs where a Reporting Bank is a Client of a Clearing Member and 
all conditions in paragraph 2.5, except paragraph 2.5(a)(iii), of Annex 7AJ are met

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total C

(iv) Exposures to CCPs where a Reporting Bank is a Client of a Clearing Member and 
conditions in paragraph 2.5 of Annex 7AJ are not met

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total D

(iv) Exposures arising from collateral posted 

which are 2% risk-weighted
which are 4% risk-weighted
which are risk-weighted according to Subdivision 3 or Subdivision 4 of Division of Part VII

Sub-Total ED

Sub-Total SUM(A:DE) EF



(b) Default Fund Exposures

Method 1 (in accordance with paragraphs 3.5 to 3.11 of Annex 7AJ) Notional Amounts of 
Pre-funded Default 

Fund Exposures

Capital 
Requirements

CCP RWA

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total FG

Method 2 (in accordance with paragraph 3.12 of Annex 7AJ) Notional Amounts of 
Default Fund 

Exposures

E/EAD of Trade 
Exposures

CCP RWA (subject to a 
cap of 20% of trade 

exposures to each CCP)

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total H

Sub-Total G+H I

2 Exposures to non-qualifying CCPs, calculated in accordance with paragraph 1.6 1.5 of Annex 7AJ

a. CCP Trade exposures E/EAD CCP RWA

(i) Exposures to CCPs where a Reporting Bank is a Clearing Member of a CCP

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total GJ

(ii) Exposures to CCPs where a Reporting Bank is a Client of a Clearing Member of a CCP

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total HK

Sub-Total G+H J+K IL

b. Exposures arising from contribution to default funds 
Pre-funded 

Contributions
Unfunded 

Contributions
CCP RWA

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total for Default Fund exposures to non-qualifying CCPs JM

3 Total CCP RWA E+F+I+J F+I+L+M

4 Exposures to CCPs which are risk-weighted according to 
Subdivision 3 or Subdivision 4 of Division 1 of Part VII

(i) Exposures to CCPs where a Reporting Bank is a Client of a Clearing Member and 
conditions in paragraph 2.5 of Annex 7AJ are not met

CCP 1
CCP 2
CCP 3

.

.

.
Sub-Total 

(ii) Exposures arising from collateral posted which are risk-weighted 
according to Subdivision 3 or Subdivision 4 of Division 1 of Part V Sub-Total 

E/EAD RWA
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