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The role of repricing time bands

Determining net repricing risk exposure (NRRE):

> * In RMA, aggregation of
repricing risk from financial

f!dentifyl — Apply instruments is achieved
insl’?rﬁrr]ncéants e@?blg Allocate to chosen risk through the use of repricing
that affect underlying ti:ﬁgrtl)caiggs foTZiZLrjr:pe)ie time bands

repricing portfolios P\/01

risk * Companies are required to

Net repricing risk exposure is: set its NRRE by repricing

- determined separately for each mitigated rate o ':iectin time bands, in a manner
» expressed using the same risk measures that prisk 9 consistent with how it
companies use for risk management decisions exposure makes risk management

decisions.

* PV01 means present value of a single basis point change in interest rates
* No such requirement for

risk limits.
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Managing Equity

Underlying portfolio

In practice, the effects of managing equity can be
represented by either:

] Fixed-rate  leaving some repricing risk unmitigated when
Fixed-rate liabilities using a fair value—based measure; or

assets including excess variable-rate assets when

using a cash flow—based measure, to the extent
determined by the company’s equity modelling.
Variable-rate
liabilities

Residual value

Variable-rate : = Equity instrument is not
assets No direct variability in eligible but ‘modelled equity’

_—_—_—_—_—_—_1

9 economic value ) canbe used as a proxy to
>[ N determine the exposure to
_______ Not linked to IRR repricing risk arising from

variable-rate financial assets

No direct variability in not funded by liabilities.

profit of loss (P&L)
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Unexpected changes and RMA excess

* if needed, reflect the effect of unexpected changes through benchmark

Unexpected derivatives
Changes  based on reasonable and supportable information

» supplemented by requirements on risk mitigation adjustment (RMA) excess

« areasonableness test required only at the reporting date
RMA excess

» two-stage approach: to assess whether there is an indication first
assessment

* risk mitigation adjustment excess is measured only if such an indication exists

« calculated as extent of risk mitigation adjustment > PV of NRRE

RMA excess * PV of NRRE represents the RM adjustment if the NRRE at the
reporting date had been fully mitigated

measurement

* to recognise any excess in P&L immediately (the effect similar to
the acceleration of the recognition of the RM adjustment in P&L)
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