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Foreign exchange risk management and monitoring:
To manage foreign exchange risk, the Bank has formulated and adopted the Foreign Exchange Risk Management 

Policy. The Resources Supervision Committee is responsible for ensuring compliance with the Policy which establishes 
the foreign exchange exposure limits. To meet the requirements of the Credit Institutions Act, the net open position 
in any foreign currency may not exceed 10 percent, while the sum of overall foreign exchange exposure and the net 
position in gold may not exceed 20 percent of the Bank’s equity. 	

Interest Rate Risk			 
Interest rate risk is the risk that fluctuating interest rates will adversely affect the Bank’s earnings and the Bank’s 

economic value.
Main sources of interest rate risk:					   
—   Repricing risk;	
—   Yield curve risk	
—   Basis risk;	
—   Optionality risk.
	
Interest rate risk managements and monitoring:
To manage interest rate risk, the Bank has formulated and adopted the Interest Rate Risk Management Policy. To 

set interest rate risk limits, the Delta approach (Delta measures interest rate changes) is used. Given a one percent 
change in the interest rate under the Delta approach, the Bank calculates the affect on the annual net interest profit 
separately for every single currency and for the overall foreign exchange exposure. The Resources Supervision 
Committee is responsible for ensuring compliance with the operating limits requirements. The Bank’s Board regularly 
resets the pre-determined interest rates based on the analysis of the current market and based on the predictions for 
the rise or fall of interest rates.

Market Risk	 										        
Market risk means the risk of potential loss from the revaluation (marking-to-market) the on and off-balance 

sheet items, largely due to the factors such as swings in market prices on financial instruments due to the effects of 
changes in foreign currency exchange rates and variable interest rates, and other similar factors. The standard market 
risk factors include: foreign exchange risk, position risk, and counterparty risk.

Main sources of market risk:		
—   Changes in market prices for financial instruments;	
—   Changes in commodity prices;	
—   Foreign exchange rate fluctuations;	
—   Interest rate variability.				  

Market risk management and monitoring:			 
The Bank focuses a lot of attention on the monitoring and analysis of market risk. The Bank has formulated and 

adopted the Trading Portfolio Policy designed to define the structure of the Bank’s trading portfolio and to set out 
the maximum effective open position transacted with an individual issuer and the limits by the maturity profile of 
the securities. The Resources Supervision Committee is charged with the responsibility of implementing the Trading 
Portfolio Policy.
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Operational Risk
Operational risk is the risk of direct or indirect loss resulting from inadequate or failed internal processes, people 

and systems or from external events.
Main sources of operational risk:
—   Internal and external fraud;	
—   Inadequate employment practices and workplace safety;	
—  Failure to meet a professional obligation to specific clients; sale of unauthorized products and improper 

business practices;	
—   Loss or damage to physical assets;	
—   Business disruption and system failures;	
—   Failed execution, delivery and process management.	

Operational risk management and monitoring:
To manage operational risk, the Bank has formulated and adopted the Operational Risk Management Policy. 

The Bank’s Board is responsible for developing an operational risk measuring and monitoring framework and for 
evaluating its effectiveness. To minimize operational risk, the Bank takes actions designed to enhance personnel 
management effectiveness, to optimise IT infrastructure, and to use insurance and outsourcing services.		

Bank’s Risk Ratios
Item 30.09.2008

1. Credit Risk Ratios

1.1. Specific loss provisions for loans extended to non-banks as percentage of total loan portfolio 1.8%

1.2. Poorly performing loans1 (excluding specific provisions) as a percentage of the shareholders’ equity 2.0%

2. Liquidity Risk Ratios

2.1. Liquidity ratio2 78%

2.2. The ratio of loans and advances extended to non-banks to total customer deposits 31.4%

2.3. The share of demand deposits in total deposits 69.4%

3. Foreign Exchange Risk Ratios

3.1. The overall net open foreign-currency position3 7.1%

4. Capital adequacy ratio4 9.8%

1 Poorly performing loans: substandard, doubtful, loss or complete write-off  
2 FCMC requirements not less than 30%
3 Under the Law On Credit Institutions may not exeed 20%
4 Under the Law On Credit Institutions may not less than 8%


