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Adopted in Indio in 1999. t




Basel IT (2004)

Immoved vevsion of Basgl il
. In’nroduced ‘Z Pillars’ appfoach

Pillar 1 Pillar 2  Pillar 3;:
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| Basel TI (2010, post - crisis)

* Focus: Shonqe.v capital, Qwudntg & levevage

control -

* Key Changes ’

= nghe:r Tier 1 Cgpttal Yeq, !

= New Buffers: Capital Consevvation ELG&Y
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(CCCRB).

- qu(uldl’ru Ratios : LCR (shovt-teym) & NSFR
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* In India, RBI norms ave stricter (Ir%her
minimum CAR).

—
e




e
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» Definition: Ratio of a bank's cwﬁm& Jro ljrs 1
Yisk - welqh’red assels . 5. ~

. Imgw’rancg: Shows bank's #tnanuaL_ |

strength to absorb losses. 8. o

Profects depositovs.

* Formula:
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CRAR = _Total Eligible Gapiralis 100.

Total R‘L@k—\a\lgi'gh’red Assets

OR,

CAR = Tier 1 Capital + Tier 2 Capital X_]:ggﬁ

RWAs for Credit + Market +

Opevational Risk e

Simple Example : Dot

e Bank has Capi”rgi= T150 cv. Y
e Total RWA = T 1000 cy. F

SEARI= 500100 =116
1000 '




Components of Capital (Tier L& Tier2) |

Tier 1 (Core Capital) * |

Ggugg_mn;em_m;uial_( QbﬁQYbSJQSSEL_

while” bank runs). )

e Most reliable.

__l-Eq: Paid- up_equmj_cngiQL_Lemm;ed_egmmgs

disclosed reserves.

Tier 2 (SuppJemeniQLg_CQpiiQD

‘Gione - concern’ cam‘ral (absorbs losses

deuo

'+ | ess rveliable cushion.

 Eg: Undisclosed reserves,, subordinated debt.

Risk-Weighted Assefs (RWA)

» Concept : Different assets have different

visk levels. X

« RWA = Asset Value * Risk Weigh‘r oh: ol

Emmole

- Cush | Govt. Bonds: 0% risk (low RWA) S

— Personal Loans: 100% yisk ( Imqh RWM fe:




