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Abstract

The study Aimed to know the impact of financial challenging facing the banks to implementation

Basel IV capital requirements.

The study was based on descriptive approach in determining the facts and information about the subject of

the study as well as SPSS analysis using several indicators to analysis impact capital adequacy ratio as

independent variable, ratios measures invest in loan, ratios measures credit risk volume, ratios measures
credit risk hedge as the dependent variables.

Analysis the main hypothesis of statistic relationship between the impacts of Banks’ financial challenging of

applying the requirement of Basel IV through the sub hypotheses as:

1- First null hypothesis Capital adequacy requirement of Basel IV control Banks’ lending as protection of
credits it risk.

2- Second null hypothesis that capital adequacy of Basel IV more agree with credit risks volume

3- Third null hypothesis is capital adequacy of Basel 1V increases the credit risk hedge.

The study’s findings:

1- The stability of capital adequacy ratio reflected an increase of lending by the bank.

2- The capital adequacy requirement not agree with credit risk volume at applying Basel 2 and 3 caused by
Banks strategy of credit quality as the bank moving toward expansion in loan investment , as the ratios
showed credit default and withdrew on short term as high percentage to total loans.

3- an increase of capital adequacy ratio of Basel IV will increases the credit risks hedge, which increases the
ability of Financial risk absorbance, and financial crisis at global level, the bank Alahli‘s capital adequacy
ratio showed high level at early stage of implementing Basel3 as increase the soundness of the bank and
the reliability which assist the banks strategy on loan’s expansion and acceptance off high risk.

4- Applying of Basel IV does not affect the Alahli bank significant on computing Asset weight risk due to
relay on Standard approach rather than internal rate approach however, it requires an increase of the
minimum requirement of capital and buffers

The study’s recommends:

1- The Bank Alahli need to improve the credit quality due to increases of credit defaults at short term which
impact on the profit returns with moderate inverse relationship.

2- Accepting asset class that weight low risk, and reduces assets that with high risk rate as make the bank
carry the risk as afford them loans which impact on considering the minimum requirement of capital to
cover the assets weight risk.

3- Applying Basel IV requires increase’s the minimum capital requirement however, the bank could mitigate
the impact by improving management of credit risk and avoid credit with high weight that bank Incur to
cover risk from capital.

4- Applying Basel IV needs strategies to manage credit risk which helps to reduces of the impact on the bank.

Key Words: Basel, Assets weighted risk, capital adequacy, Bank Stability.
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Overview of revised standardised approach to credit risk Table 1
Exposures to banks
Risk weights in jurisdictions where the ratings approach is permitted
External rating | ArAtoAA- [ A+ toA- [ BBB+ toBBB- | BB+ toB- | BelowB- |  Unrated
Risk weight 0% | 30% | so% 100% |  150% | Asfor SCRA below
Short-term exposures
Risk weight [ 20« [ 20 [ 20« | s0%x [ 150% | Asfor SCRA below
Risk weights where the ratings approach is not permitted and for unrated exposures
Credit Risk \pproach (SCRA) Grade A Grade B Grade C
grades
Risk weight 40%* 75% 150%
Short-term exposures 20% 50% 150%
Exposures to covered bonds
Risk weights for rated covered bonds
External issue-specific rating | Aaatona- [ A+toBBB- | BB+toB- | Belows-
Risk weight [ 10% | 20% 50% [ 100%
Risk weights for unrated covered bonds
Risk weight of issuing bank 20% 30% 40% 50% | 75% 100% 150%
Risk weight 10% 15% 20% 25% 35% 50% 100%
Xp to general corp
Risk weights in jurisdictions where the ratings approach is permitted
External rating of AAA to AA- A+ to A- BBB+ to BB+ to BB— | Below BB Unrated
counterparty BBB-
Risk weight 20% 50% 75% 100% 150% 100% or
85% if corporate
SME
Risk weights where rating approach is not permitted
SCRA grades Investment grade | All other
General corporate (non-SME) 65% I 100%
SMI
BE Retail exposures excluding real estate
== rotait | retait | Other retail
Rk weight [ 75% I 5% [ 7% [ 100%
Issu Residential real estate exposures
peri LTV bands Below 50% to | 60% to | 70% to | 80% to | 90% to | above Criteria not met
— 50% 60% 70% 20% 100% 100%
General RRE
Rati e | 20% [ 2 | 20% [[aox [ sox [ 7o | aworcounerpany
. Losnapiting | 20% [ RW of counterparty [ mw of counterparty

approach’ RW.

Income-producing residentiol real estate (IPRRE)

Whole loan

Mmomlom. 20% [ ssx asx

[ oo [ 7ox [ o

150%

Commercial real estate (CRE) exposures

Generol CRE

Whole loan LTV = 60% LTV > 60%

Criteria not met

approach Wiin (60%, RW of counterparty) I RW of counterparty

RW of counterparty

LTV = 55% LTV > 55%

Loan-splitting

Criteria not met

approsch? Nin (G0%. RW of counterparty) | AW of counterparty

RW of counterparty

Income-producing commercial real estate (IPCRE)

Whole loan T 7V = 6o% [ eom-cvssom | v-so% | [ pep—
coach

approac | 70% | 20% | 110% | 150%

Tand and ADG exposures

Toan to

compararsey | 1s0%

Residensiel AOC | =

loan

Subordinated debt and equity (excluding amounts deducted)

Subordinated debt and | Equity exposures to certain | ~Speculative unlisted equity”| All other equity
capital other than equities exposures

Risk weight | 150% 100% I a00% | 250%
Credit conversion factors for off-balance sheet exposures
PV Sk S aae it T [ oo IO
uccs except UCCs. cartaln arising from the off balance
related contingent items.
movement of goods exposures
ccr 10% 0% s0% 20% 100%

Under the loan-splitting approach, a supervisory specified risk weight is applied 1o the portion of the exposure that is below
55% of the property value and the risk weight of the counterparty is applied to the remainder of the exposure. In cases where
the criteria are not met. the risk weight of the counterparty is applied 10 the entire exposure.

High-level summary of Basel Ill reforms.

INTERNAL RATING BAESD APPROACHES FOR CREDIT RISK

Basel2017
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Overview  of
revised
standardised
approach to
credit risk (2)

Basel2017
@A)

revised scope of IRB approaches for assets classes

portfolio/ exposure

Basel Il available approaches|

Basel [l available

approaches|

large and mid sized
corporates
consolidated revenues|

>500M

Advanced -IRB(A-IRB) ,FOUNDATION -IRB (F-

IRB),STANDRISED APPROACHED (SA)

FOUNDATION-IRB,
SA




banks and other financial|/Advanced -IRB(A-IRB) ,FOUNDATION -IRB (F-{FOUNDATION-IRB,
institutions, IRB),STANDRISED APPROACHED (SA) SA
equities VARIOUS IRB APPROACHES SA
A-IRB,F-
specialized lending A-IRB,F-IRB,SLOTTING SA| IRB,SLOTTING SA
BASEL 2017

Dbl )35k das all Jsa) 2019 oY) el

Overview of Risk weight Assets

NCB wiait 1Y
OV1 - Overview of RWA
a b 3
Minimum capital
N Requirements
19-Dec 19-Sep 19-Dec
589472 24423368
2k
worree
97788
841642
o 069 8
= o6 .
o P
53
953 1580493
==
Fioor adpstment
2 4
7 Total (1+6+410411412413414415416420423424426426) | 9033066 | 397208552 | 3226493
Ba . Qualitative & Quantitative Disclosures, NCB Page 14 of 72
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Standardised approach exposure by Assets classes and risk weight
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CRG6 - Standardized approach — exposures by asset classes and risk welghts

1! |/ Savarigrs ace thak oo 136819892 st o6t ouisn o 1700610
banks
Non-central overnment 8 181205 1182260
¢ public sector entities (PSES) i -
‘Mutiatoral development b
3 | banks (upse i 142085
4 | Banks 4555637 TAOH 95 e 346 2339980
5 | securtis fems 5
6 | corporates 16069 6168853 781296 51969 12979006
7 | Roguatory retal portfatios 150532 107806 8084076 810990654
Seciren by resenta e
8 BT L) 38448439
property
o | Sty comeca e r— 00360
7
o | Eeuy #0821 w957
11 | Past-due loans 405461 1262618
" Higher-risk categories. -
'j Othor assets 8760462 e ) 030163 33809054
1
o | Tom wueen | - | wmom | - 884076 WINEU 49504 | 8087 BUATEOM
SR 000
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