
Date: 6-01-2014 

Circular no.: 3/2014 

To: Conventional banks operating in Qatar 

Subject: Capital Adequacy Ratio - Basel III Framework 

 

With reference to articles no. (120) and (121) of QCB Law and implementation of 

Basel III framework regarding pillar 1: Capital Adequacy Ratio, the conventional 

banks shall comply with the following: 

1- Banks shall prepare and calculate the capital adequacy ratio in light of the 

attached implementation instructions and reporting templates on a quarterly 

basis as from the financial statements of 31/3/2014 in accordance with the 

monthly financial statements submitted to QCB. Banks shall submit this ratio 

by the deadline of the 25th of the next month. 

2- Banks shall prepare and calculate the capital adequacy ratio in light of the 

attached implementation instructions at the following levels: 

A- The financial statements at the solo level (for the bank and its branches 

abroad). 

B- The financial statements at the consolidated level (for the bank, its 

branches and subsidiaries inside and outside Qatar). 

3- Banks shall require the external auditor to review the preparation and 

calculation of the capital adequacy ratios at all levels in order to verify the 

accuracy and compliance of the data as per the attached implementation 

instructions. The quarterly reporting templates shall be signed and sealed by 

the external auditor before submission to QCB. The external auditor shall 

directly inform QCB of any feedback that may affect the soundness of the data 

and ratios and of any breach in the minimum requirements through the year. 

4- Banks shall maintain the capital adequacy ratio in all times at all levels 

according to the following minimum requirements as from 31/3/2014: 
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Capital Tier 

Minimum Capital 

Requirement 

without Capital 

Conversation Buffer 

Minimum Capital 

Conservation 

Buffer 

 

Total 

Minimum 

Ratio 

− Common Equity   6% 2.5% 8.5% 

− Total Tier 1 Capital 

(Common Equity Tier 1  

Capital + Additional Tier 

1 Capital, if any) 

8% 2.5% 10.5% 

− Capital Adequacy Ratio 

(Tier 1 and Tier 2, if any) 
10% 2.5% 12.5% 

5- In case the capital adequacy ratio under any of the Tiers is less than the 

minimum ratio without the capital conservation buffer, supervisory procedures 

shall be taken according the QCB Law and QCB's instructions. In case the 

capital conservation buffer is less than required minimum ratio, there will be 

constraints on profit distributions and the administrative bonuses according to 

the ratios stipulated in the table of the implementation instructions as well as 

any other supervisory procedures. 

6- Banks will be provided with the implementation instructions regarding the 

Countercyclical Buffer and the Domestic Systemically Important Banks (DSIBs) 

Buffer as they are required to be implemented from the beginning of 2016 

according to Basel Committee requirements. 

7- Banks shall continue preparing and calculating the capital adequacy ratio in 

accordance with Basel II implementation instructions. As currently reporting, 

banks shall furnish QCB with this ratio on a monthly basis until banks are 

advised to cease reporting. 

 

 

Abdullah Bin Saud Al-Thani   

The Governor 
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1. Introduction 
1. This document “Implementation Instructions – Basel III Framework for Conventional Banks” 

(hereinafter referred to as “the Instructions”) issued by the Qatar Central Bank (QCB) details the 
new capital adequacy requirements for conventional banks in Qatar based on the Basel III 
guidelines issued by the Basel Committee on Banking Supervision (BCBS).  

2. The key elements relating to capital adequacy under Basel III are outlined in the following sections: 

Section 2: Scope of application 

Section 3: Eligible capital under Basel III (definition of capital and supervisory deductions) 

Section 4: Risk Weighted Assets 

Banks are required to report their capital adequacy ratios in light of these Instructions on a quarterly 
basis at the solo and consolidated level (refer to the QCB Basel III reporting templates). The bank is 
required to have these submissions audited by the bank’s external auditor prior to submission to the 
QCB (for the purpose of these Instructions “audited” is defined as ensuring that the bank’s 
submission complies with the regulations and requirements stipulated within these Instructions and 
that the financial position presented within the submissions is aligned to the financial statements). 
For the purpose of quarterly reporting (i.e. quarter 1,2 and 3) at the solo and consolidated level the 
deadline for submission to the QCB will be no later than 20 calendar days after quarter end. For the 
purpose of year end reporting (i.e. quarter 4) at the solo and consolidated level the deadline for 
submission to the QCB will be no later than 30 calendar days after year end. For the purpose of 
consolidated year end reporting submissions, banks requiring an extension are to seek prior 
approval from the QCB. 

2. Scope of Application 
3. The framework defined within these Instructions is applicable to all national conventional banks 

regulated by the QCB (these banks are hereinafter referred to as “banks”), both on a solo level (i.e. 
parent bank with branches in the State of Qatar and its international branches) and on a consolidated 
level (i.e. the bank and its subsidiaries) for capital adequacy purposes. Banks are to maintain the 
capital adequacy ratio requirements (outlined in paragraph  23), both on a solo and consolidated 
basis, in pursuance of these Instructions issued by the QCB. The capital adequacy ratio (CAR) will 
be calculated as the ratio of eligible capital (as outlined in Section 3) to total risk weighted assets (as 
outlined in Section 4). 

4. For the purpose of capital adequacy requirements on a solo basis, any investments in subsidiaries 
(as per the QCB’s definition of a subsidiary) will be de-consolidated for regulatory capital purposes. 
All assets, liabilities and third-party capital investments in the subsidiaries will be removed from the 
bank’s balance sheet. All equity and other regulatory capital investments in those entities 
attributable to the bank / banking group will also be removed from the bank’s balance sheet. 
Additionally, banks are required to deduct, from Common Equity Tier 1, the full amount of any 
capital shortfalls of subsidiaries that are regulated entities and are subject to capital requirements. 
The amount of the capital requirement and capital shortfall for this deduction is to be based on the 
guidelines issued by the subsidiary’s regulator (i.e. based on host regulator’s capital adequacy 
requirements). The following is an illustrative example of the deduction for a subsidiary’s capital 
shortfall: 
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• Subsidiary Regulatory Capital = QAR 100 (as per host regulator guidelines and 
requirements) 

• Subsidiary Risk Weighted Assets = QAR 1000 (as per host regulator guidelines and 
requirements) 

• Subsidiary Capital Adequacy Ratio = 10% (as per host regulator guidelines and 
requirements) 

• Minimum Capital Adequacy Ratio requirement for subsidiary = 12% (as per host regulator 
guidelines and requirements) 

• Capital shortfall of subsidiary = 2%*1000 = QAR 20 
• Additional deduction from capital of parent (i.e. in addition to deducting the amount of the 

investment in the subsidiary) = QAR 20 

2.1 Investments in the capital of banking, securities and other financial 
entities 

5. This section provides an overview of the treatment for (capital adequacy purposes) of investments 
in the capital of banking, securities and other financial entities based on the characteristics of the 
investment as follows: 

• Section  2.1.1: Banking, securities and other financial entities – Subsidiaries. 
• Section  2.1.2: Banking, securities and other financial entities – Significant minority 

investments (ownership in entity is more than 10% and up to 50%). 
• Section  2.1.3: Banking, securities and other financial entities – Minority investments 

(ownership in entity is less than or equal to 10%). 

2.1.1 Banking, securities and other financial entities – Subsidiaries 
6. For the purpose of consolidated capital adequacy requirements, all banking and other relevant 

financial activities,1 (both regulated and unregulated) conducted within a banking group will be 
captured through consolidation to the greatest extent possible. For the purpose of capital adequacy 
calculations, “financial activities” do not include insurance activities and “financial entities” do not 
include insurance entities. 

7. In instances where it is not feasible to consolidate certain majority owned banking, securities or 
other regulated financial entities, banks may (subject to prior QCB approval) opt for non-
consolidation of such entities for regulatory capital purposes. If any majority-owned financial 
subsidiaries are not consolidated for capital purposes, all assets, liabilities and third-party capital 
investments in the subsidiaries will be removed from the bank’s balance sheet. All equity and other 
investments in regulatory capital instruments in those entities attributable to the bank / banking 
group will be deducted (following a corresponding deduction approach). 

8. Banks are required to deduct, from Common Equity Tier 1, the full amount of any capital shortfalls 
of unconsolidated subsidiaries that are regulated entities and are subject to capital requirements. The 
amount of the capital requirement and capital shortfall for this deduction is to be based on the 
guidelines issued by the subsidiary’s regulator (i.e. based on host regulator’s local capital adequacy 
requirements). 

1 Examples of the types of activities that financial entities might be involved in include financial leasing, issuing credit cards, 
portfolio management, investment advisory, custodial and safekeeping services and other similar activities that are ancillary to the 
business of banking. 
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9. For the purpose of capital adequacy requirements on a solo basis (as they relate to banking, 
securities and other financial subsidiaries) refer to paragraph  4 for the required treatment. 

2.1.2 Banking, securities and other financial entities – Significant minority 
investments (ownership in entity is more than 10% and up to 50%) 

10. Significant minority investments in banking, securities and other financial entities are defined as 
investments in the capital of banking, securities and other financial entities (that are outside the 
scope of regulatory consolidation) wherein the bank owns more than 10% and up to 50% of the 
investee’s common share capital. Such investments will be subject to the treatment outlined in 
paragraphs  80 to  84. For investments in CET1 instruments, if the aggregate of such investments 
(plus the aggregate of certain investments in insurance entities wherein ownership is greater than 
10% as outlined in Section  2.2) exceeds 10% of the bank’s Common Equity Tier 1 capital, the 
excess is to be deducted from the reporting bank’s CET1. For investments in AT1 and T2 
instruments of such entities, the investments are to be deducted from the reporting bank’s AT1 and 
T2 respectively. Amounts below the threshold that are not deducted are to be risk weighted at 250% 
(refer to Annex 1 for an illustrative example). Banks are required to refer to paragraphs  80 to  84 for 
the complete / detailed treatment of investments in such entities.   

11. Significant minority investments in banking, securities and other financial entities as defined in 
paragraph  10 includes financial associates (as per the QCB’s definition of an associate) and does 
not include entities that are required to be consolidated as per QCB requirements.  

2.1.3 Banking, securities and other financial entities – Minority investments 
(ownership in entity is up to 10%) 

12. Minority investments in banking, securities and other financial entities are defined as investments in 
the capital of banking, securities and other financial entities wherein the bank owns up to 10% of 
the investee’s common share capital. If the aggregate of such investments (plus the aggregate of 
certain investments in insurance entities wherein ownership is up to 10% as outlined in Section  2.2 
paragraph  16) exceeds 10% of the bank’s Common Equity Tier 1 capital, the excess is to be 
deducted (refer to paragraph  76 to  79 for further details). Amounts below the threshold that are not 
deducted are to be risk weighted as follows (refer to Annex 2 for an illustrative example): 

• Amounts below the threshold that are in the banking book are to be risk weighted as per the 
credit risk rules outlined in Section  4.1 (i.e. investments that are not listed will be risk 
weighted at 150% and investments that are listed will be risk weighted at 100%). 

• Amounts below the threshold that are in the trading book are to be risk weighted as per the 
market risk rules outlined in Section  4.3. 

• Banks are required to refer to paragraph  76 to  79 for the complete / detailed treatment of 
investments in such entities.  

2.1.4 Summary 
13. The following table (Table 1) below summarizes the treatment for investments in banking, 

securities and other financial entities: 
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Table 1: 

Investment 
Type 

Calculation on a consolidated basis Calculation on a solo basis 

Consolidated 
Subsidiary 

Consolidation of assets, liabilities, equity and 
other regulatory capital instruments (including 
third party capital investments). 

All assets, liabilities and third-party capital 
investments in the subsidiaries to be removed 
from the bank’s balance sheet. All equity and 
other regulatory capital investments in those 
entities attributable to the bank / banking 
group in addition to any capital shortfall of the 
subsidiary to be deducted (from Common 
Equity Tier 1). 

Unconsolidated 
Subsidiary 

All assets, liabilities and third-party capital 
investments in the subsidiaries to be removed 
from the bank’s balance sheet. All equity and 
other regulatory capital investments in those 
entities attributable to the bank / banking group 
in addition to any capital shortfall of the 
subsidiary to be deducted (from Common Equity 
Tier 1). 

All assets, liabilities and third-party capital 
investments in the subsidiaries to be removed 
from the bank’s balance sheet. All equity and 
other regulatory capital investments in those 
entities attributable to the bank / banking 
group in addition to any capital shortfall of the 
subsidiary to be deducted (from Common 
Equity Tier 1). 

Associate / JV  
Investment will be subject to the “Threshold 
deductions” treatment for deductions and risk 
weighting outlined in Section  2.1.2. 

Investment will be subject to the “Threshold 
deductions” treatment for deductions and risk 
weighting outlined in Section  2.1.2. 

Investments 
(apart from 
associates / JVs 
& subsidiaries) 
where the bank 
owns more 
than 10% of 
the investee’s 
capital 

Investment will be subject to the “Threshold 
deductions” treatment for deductions and risk 
weighting outlined in Section  2.1.2. 

Investment will be subject to the “Threshold 
deductions” treatment for deductions and risk 
weighting outlined in Section  2.1.2. 

Investments 
where the bank 
owns up to 
10% of the 
investee’s 
capital 

Investment will be subject to the treatment for 
deductions and risk weighting as outlined in 
Section  2.1.3. 

Investment will be subject to the treatment for 
deductions and risk weighting as outlined in 
Section  2.1.3. 

2.2 Insurance entities 
14. Investments in the capital of  insurance entities where the bank owns more than 10% of the 

insurance entity’s common share capital  will be subject to the “Threshold deductions” treatment 
outlined in paragraphs  82 to  84 wherein if the aggregate of such investments (plus the aggregate of 
certain investments in financial entities wherein ownership is greater than 10% as outlined in 
Section  2.1.2 paragraph  10) exceeds 10% of the bank’s Common Equity Tier 1 capital, the excess is 
to be deducted. Amounts below the threshold that are not deducted are to be risk weighted at 250% 
(refer to Annex 1 for an illustrative example). 

15. Investments in insurance entities wherein ownership is greater than 10% will also include insurance 
subsidiaries. Insurance subsidiaries are to be deconsolidated for regulatory capital purposes (i.e. all 
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equity, assets, liabilities and third-party capital investments in such insurance entities are to be 
removed from the bank’s balance sheet) and the book value of the investment in the subsidiary is to 
be included in the aggregate investments defined in paragraph  14. 

16. Investments in the capital of insurance entities where the bank owns up to 10% of the entity’s 
common share capital will be subject to the following treatment for deductions and risk weighting 
(refer to Annex 2 for an illustrative example): 

• If the aggregate of such investments (plus the aggregate of certain investments in financial 
entities wherein ownership is up to 10% as outlined in Section  2.1.3 paragraph  12) exceeds 
10% of the bank’s Common Equity Tier 1 capital, the excess is to be deducted (refer to 
paragraph  76 to  79 for details). 

• Amounts below the threshold that are in the banking book are to be risk weighted as per the 
credit risk rules outlined in Section  4.1 (i.e. investments that are not listed will be risk 
weighted at 150% and investments that are listed will be risk weighted at 100%). 

• Amounts below the threshold that are in the trading book are to be risk weighted as per the 
market risk rules outlined in Section  4.3. 

2.3 Significant minority and majority investments in commercial entities2 
17. Significant minority and majority investments in commercial entities are to subject to the treatment 

outlined within this section (Section  2.3). Subsidiaries that are commercial entities are not to be 
consolidated for regulatory capital purposes. In cases where a subsidiary that is a commercial entity 
has been consolidated for accounting purposes, the entity is to be de-consolidated for regulatory 
capital purposes (i.e. all assets, liabilities and equity will be removed from the bank’s balance sheet) 
and the book value of the investment will be subject to the treatment outlined in this section 
(Section  2.3). 

18. Significant minority and majority investments in commercial entities are defined as investments in 
commercial entities that are, on an individual basis, greater than or equal to 5% of the bank’s 
Common Equity Tier 1 capital (after the application of all supervisory deductions). The amount in 
excess of the threshold of 5% (for each individual investment) will be risk weighted at 1250%. 

19. If the aggregate of the amount of such significant investments that is not in excess of the threshold 
defined in paragraph  17 (i.e. amount of such investments not risk weighted at 1250%) is greater 
than 20% of the bank’s Common Equity Tier 1 capital (after the application of all supervisory 
deductions), the amount in excess of 20% must also be risk weighted at 1250%. The amount in 
excess will be allocated to individual investments in a proportionate basis (refer to Annex 3 for an 
illustrative example). 

20. Amounts below the thresholds defined in paragraphs  17 and  19 that are not risk weighted at 1250% 
are to be risk weighted as follows: 

• Amounts below the thresholds that are in the banking book are to be risk weighted as per the 
credit risk rules outlined in Section  4.1 (i.e. investments that are not listed will be risk 
weighted at 150% and investments that are listed will be risk weighted at 100%). 

• Amounts below the thresholds that are in the trading book are to be risk weighted as per the 
market risk rules outlined in Section  4.3. 

 

2 This includes subsidiaries that are commercial entities.  
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3. Eligible capital under Basel III  
3.1 Definition of capital 

3.1.1 Components of capital 
Elements of capital 

21. Total regulatory capital will consist of the sum of the following elements: 

I. Tier 1 (“T1”) Capital: going-concern capital 

(a) Common Equity Tier 1 (“CET1”) 

(b) Additional Tier 1 (“AT1”) 

II. Tier 2 (“T2”) Capital: gone-concern capital 

22. For each of the three categories above, there is a defined set of criteria that instruments are required 
to meet before inclusion in the relevant category (refer to Section  3.1.2 to  3.1.5). 

Limits and minima 

23. All elements above are net of the associated supervisory deductions (outlined in Section  3.1.7) and 
are subject to the following capital ratio requirements: 

• Minimum Capital Requirement (must be maintained by banks at all times): 
o CET1 must be at least 6.0% of risk weighted assets at all times. 
o T1 Capital must be at least 8.0% of risk weighted assets at all times. 
o Total Capital (T1 Capital plus T2 Capital) must be at least 10.0% of risk weighted 

assets at all times. 
• Capital Buffers (breach in capital buffers will lead to constraints on distributions but not on 

the operations of the bank): 
o Capital Conservation Buffer - 2.5% of RWAs (to be met solely by CET1). 
o Countercyclical Buffer3 - 0% to 2.5% of RWAs (to be met solely by CET1). 
o Domestic Systemically Important Banks (DSIBs) Buffer - 0% to 3.5% of RWAs (to 

be met solely by CET1). The QCB will identify DSIBs which will be subject to 
additional capital requirements. The key relevant aspects and additional requirements 
for identified DSIBs will be communicated individually by the QCB to each relevant 
bank. 

24. The capital buffers outlined above are in addition to the minimum capital requirements and breach 
in capital buffers will lead to constraints on distributions but not on the operations of the bank. 
However, the QCB retains the discretion to apply a higher capital requirement for banks (or specific 
banks) as it deems appropriate / necessary. 

25. The Countercyclical Buffer and DSIBs Buffer will be implemented from January 2016. Prior to that 
date, the QCB will issue guidelines relating to the two buffers to explain the key aspects and 
underlying factors that have been used in implementation. Implementation of two buffers will be as 
per the BCBS implementation timeline. 

3 The countercyclical buffer will range from 0% to 2.5% at the discretion of the QCB depending on the level of excess credit growth 
that is judged to be associated with a build-up of system-wide risk (as determined by the QCB). 
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26. The Capital Conservation Buffer will be implemented as a requirement for banks at all times and 
breach of the buffer will lead to constraints on distributions depending on the shortfall (as outlined 
in the table below): 

Excess CET1 (as a % of RWAs) 
above the Minimum Capital 
Requirement 

Restriction on distribution 
(expressed as a percentage of 
earnings) 

Amount available to distribute 
(expressed as a percentage of 
earnings) 

0% to up to 0.625% 100% 0% 

Greater than 0.625% to up to 
1.250% 

80% 20% 

Greater than 1.250% to up to 
1.875% 

60% 40% 

Greater than 1.875% to up to 2.50% 40% 60% 

Greater than 2.50% 0% 100% 

The following outlines a number of other key aspects of the requirements outlined above: 
• Elements subject to the restriction on distributions: Items considered to be distributions 

include dividends and share buybacks, discretionary payments on other Tier 1 capital 
instruments and discretionary bonus payments to staff. Payments that do not result in a 
depletion of CET1, which may for example include certain scrip dividends, are not 
considered distributions. 

• Definition of earnings: Earnings are defined as distributable profits calculated prior to the 
deduction of elements subject to the restriction on distributions. Earnings are calculated after 
the tax which would have been reported had none of the distributable items been paid. As 
such, any tax impact of making such distributions are reversed out. 

• Solo or consolidated application: The framework outlined above for restrictions will be 
applied at the consolidated level, i.e. restrictions would be imposed on distributions out of 
the consolidated group. Furthermore the QCB retains the option of applying the framework 
outlined above at the solo level to conserve resources in specific parts of the group. 

• Additional supervisory discretion: Although the buffer is capable of being drawn down, 
banks should not choose in normal times to operate in the buffer range simply to compete 
with other banks and win market share. To ensure that this does not happen, QCB will have 
the additional discretion to impose time limits on banks operating within the buffer range on 
a case-by-case basis. Should the buffer be drawn down, banks are to implement a capital 
restoration plan that should be discussed with the QCB. The capital plans should seek to 
rebuild buffers over an appropriate timeframe as agreed with the QCB during the capital 
planning process. 

27. The table below provides an overview of the minimum capital requirements and additional buffers: 
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 Capital Requirements and Buffers (as a % of RWAs) 

 CET1 T1 Total Capital (T1 + T2) 

Minimum 6.0% 8.0% 10.0% 

Capital Conservation Buffer 2.5%  

Minimum plus Capital Conservation Buffer 8.5% 10.5% 12.5% 

Countercyclical Buffer 0% to 2.5%  

DSIB Buffer 0% to 3.5%  

 

Implementation Timelines 

28. The following table outlines the implementation timelines / phase-in arrangements for the 
implementation of Basel III in Qatar as per these Instructions: 

  2014 2015 2016 2017 2018 2019 

Minimum CET1 ratio  6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 

Minimum T1 capital  8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 

Minimum Total capital  10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 

Capital Conservation Buffer 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

Minimum CET1 plus Capital 
Conservation Buffer  8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 

Minimum T1 plus Capital 
Conservation Buffer 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 

Minimum Total Capital plus 
Capital Conservation Buffer 12.50% 12.50% 12.50% 12.50% 12.50% 12.50% 

Subordinated debt  that no longer 
qualify as AT1 or T2 capital Phased out over a 5-year horizon from 2014 to 2018  

Countercyclical Buffer   To be implemented from 2016 

DSIB Buffer   To be implemented from 2016 

 

29. National implementation in Qatar will begin on 1 January 2014. As of 1 January 2014, banks will 
be required to meet the new requirements of these Instructions as per the implementation 
arrangements defined in paragraph  28: 

30. The Minimum Capital Requirement as defined in paragraph  23 will not be phased in and will be 
implemented as of 1 January 2014. Furthermore the Capital Conservation Buffer (2.5% CET1) will 
be implemented as of 1 January 2014 and will not be phased in. 

31. The supervisory deductions and all deductions outlined within these Instructions will not be phased 
in and will be applicable as of 1 January 2014. 

32. The treatment of capital issued out of subsidiaries and held by third parties (e.g. minority interest) 
as outlined in Section  3.1.6 will not be subject to any phase-in arrangements and where such capital 
is eligible for inclusion in regulatory capital it can be included from 1 January 2014. 
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33. Subordinated debt, issued by banks prior to 1 January 2014, that no longer qualify (based on the 
requirements of these Instructions) as AT1 or T2 capital but were included in Tier 2 capital under 
the previous QCB Basel 2 requirements, will be phased out from 1 January 2014 to 1 January 2018 
at 20% per year. Fixing the base at the eligible amount of such instruments outstanding on 1 
January 2014, their recognition will be capped at 80% from 1 January 2014, with the cap reducing 
by 20 percentage points in each subsequent year (i.e. existing sub-debt is to be phased out from 1 
January 2014 to 1 January 2018). Instruments that have begun to amortize prior to 1 January 2014 
will continue to be amortised at a rate of 20% per year as per the original amortization schedule.  

3.1.2 Common Equity Tier 1 
34. CET1 capital consists of the sum of the following elements: 

• Common shares issued by the bank that meet the criteria for classification as common shares 
for regulatory purposes (refer to Table 2); 

• Stock surplus (share premium) resulting from the issue of instruments included in CET1; 
• Retained earnings (retained earnings should be as per the audited financial statement at year 

end and should remain the same for the entire financial year); 
• Accumulated other comprehensive income and other disclosed reserves4 (Gross unrealised 

gains recognised on the balance sheet will be included in CET1 in full. Gross unrealised 
losses recognised on the balance sheet will be applied to CET1 in full i.e. CET1 is to be 
reduced by the full amount of the losses); 

• Eligible portion of common shares issued by consolidated subsidiaries of the bank and held 
by third parties (ie minority interest) that meet the criteria for inclusion in CET1 capital 
(refer to Section  3.1.6); and 

• Supervisory deductions applied in the calculation of CET1 (outlined in Section  3.1.7). 
35. Retained earnings should not include interim profit but interim losses should be deducted in full 

from CET1. Dividends are removed from CET1 in accordance with applicable accounting standards 
prevailing in Qatar. The treatment of minority interest and the supervisory deductions applied in the 
calculation of CET1 are addressed in separate sections of this document. 

Common shares issued by the bank 

36. For an instrument to be included in CET1 capital it must meet all of the criteria that follow. For 
banks the criteria must be met solely with common shares. In cases where banks issue non-voting 
common shares, they must be identical to voting common shares of the issuing bank in all respects 
except the absence of voting rights for inclusion in CET1. 

Table 2: 

Sl. Criteria for classification as common shares for regulatory capital purposes 

1. Represents the most subordinated claim in liquidation of the bank. 

2. Entitled to a claim on the residual assets that is proportional with its share of issued capital, after all senior 
claims have been repaid in liquidation (i.e. has an unlimited and variable claim, not a fixed or capped claim). 

3. Principal is perpetual and never repaid outside of liquidation (setting aside discretionary repurchases or other 
means of effectively reducing capital in a discretionary manner that is allowable under relevant law). 

4. The bank does nothing to create an expectation at issuance that the instrument will be bought back, redeemed 
or cancelled nor do the statutory or contractual terms provide any feature which might give rise to such an 

4 Including the “risk reserve” that will also be included in CET1 in full. 
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Sl. Criteria for classification as common shares for regulatory capital purposes 

expectation. 

5. Distributions are paid out of distributable items (retained earnings included). The level of distributions is not 
in any way tied or linked to the amount paid in at issuance and is not subject to a contractual cap (except to 
the extent that a bank is unable to pay distributions that exceed the level of distributable items). 

6. There are no circumstances under which the distributions are obligatory. Non-payment is therefore not an 
event of default. 

7. Distributions are paid only after all legal and contractual obligations have been met and payments on more 
senior capital instruments have been made. This means that there are no preferential distributions, including 
in respect of other elements classified as the highest quality issued capital. 

8. It is the issued capital that takes the first and proportionately greatest share of any losses as they occur5. 
Within the highest quality capital, each instrument absorbs losses on a going concern basis proportionately 
and pari passu with all the others. 

9. The paid in amount is recognised as equity capital (i.e. not recognised as a liability) for determining balance 
sheet insolvency. 

10. The paid in amount is classified as equity under the relevant accounting standards. 

11. It is directly issued and paid-in and the bank cannot directly or indirectly have funded the purchase of the 
instrument. 

12. The paid in amount is neither secured nor covered by a guarantee of the issuer or related entity6 or subject to 
any other arrangement that legally or economically enhances the seniority of the claim. 

13. It is only issued with the approval of the owners of the issuing bank, either given directly by the owners or, if 
permitted by applicable law, given by the Board of Directors or by other persons duly authorised by the 
owners. 

14. It is clearly and separately disclosed on the bank’s balance sheet. 

3.1.3 Additional Tier 1 capital 
37. AT1 capital consists of the sum of the following elements: 

• Instruments issued by the bank that meet the criteria for inclusion in AT1 capital and are not 
included in CET1 (refer to Table 3 below); 

• Stock surplus (share premium) resulting from the issue of instruments included in AT1 
capital; 

• Instruments issued by consolidated subsidiaries of the bank and held by third parties that 
meet the criteria for inclusion in AT1 capital and are not included in CET1. Refer to 
Section  3.1.6 for the relevant criteria; and 

• Supervisory deductions applied in the calculation of AT1 capital (outlined in Section  3.1.7). 
38. The treatment of instruments issued out of consolidated subsidiaries of the bank and the supervisory 

deductions applied in the calculation of AT1 capital are addressed in separate sections of this 
document. 

5 In cases where capital instruments have a permanent write-down feature, this criterion is still deemed to be met by common shares. 
6 A related entity can include a parent company, a sister company, a subsidiary or any other affiliate. A holding company is a related 
entity irrespective of whether it forms part of the consolidated banking group. 
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Instruments issued by the bank that meet the Additional Tier 1 criteria 

39. The following table sets out the minimum set of criteria for an instrument issued by the bank to 
meet or exceed in order for it to be included in AT1 capital. 

Table 3: 

Sl. Criteria for inclusion in Additional Tier 1 capital 

1. Issued and paid-in 

2. Subordinated to depositors, general creditors and subordinated debt of the bank 

3. Is neither secured nor covered by a guarantee of the issuer or related entity or other arrangement that legally 
or economically enhances the seniority of the claim vis-à-vis bank creditors 

4. Is perpetual, i.e. there is no maturity date and there are no step-ups or other incentives to redeem 

5. May be callable at the initiative of the issuer only after a minimum of five years7: 

(a) To exercise a call option a bank must receive prior supervisory approval; and 

(b) A bank must not do anything which creates an expectation that the call will be exercised; and 

(c) Banks must not exercise a call unless: 

(i) They replace the called instrument 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 bank8; or 

(ii) The bank demonstrates that its capital position is well above the minimum capital requirements 
after the call option is exercised.9 

6. Any repayment of principal (e.g. through repurchase or redemption) must be with prior 
supervisory approval and banks should not assume or create market expectations that 
supervisory approval will be given 

7. Dividend/coupon discretion: 

(a) the QCB and the bank must have full discretion at all times to cancel distributions/payments10 

(b) cancellation of discretionary payments must not be an event of default 

(c) banks must have full access to cancelled payments to meet obligations as they fall due 

(d) cancellation of distributions/payments must not impose restrictions on the bank except in relation to 
distributions to common stockholders. 

8. Dividends/coupons must be paid out of distributable items 

9. The instrument cannot have a credit sensitive dividend feature, that is a dividend/coupon that is reset 
periodically based in whole or in part on the banking organisation’s credit standing. 

7 The use of tax event and regulatory event calls may be permitted that may allow the instrument to be called within the first 5 years. 
The exercise of such a call will remain subject to the requirements set out in points (a) to (c) of criterion 5 for AT1 instruments. QCB 
will only permit the bank to exercise the call if, in the QCB’s view, the bank was not in a position to anticipate the event at issuance. 
8 Replacement issues can be concurrent with but not after the instrument is called. 
9 Minimum refers to the regulator’s prescribed minimum requirement. 
10 A consequence of full discretion at all times to cancel distributions/payments is that “dividend pushers” are prohibited. An 
instrument with a dividend pusher obliges the issuing bank to make a dividend/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 full 
discretion at all times. Furthermore, the term “cancel distributions/payments” means extinguish these payments. It does not permit 
features that require the bank to make distributions/payments in kind. 
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Sl. Criteria for inclusion in Additional Tier 1 capital 

10. The instrument cannot contribute to liabilities exceeding assets if such a balance sheet test forms part of 
national insolvency law. 

11. Instruments classified as liabilities for accounting purposes must have principal loss absorption through either 
(i) conversion to common shares at an objective pre-specified trigger point or (ii) a write-down mechanism 
which allocates losses to the instrument at a pre-specified trigger point. The write-down will have the 
following effects: 

(a) Reduce the claim of the instrument in liquidation; 

(b) Reduce the amount re-paid when a call is exercised; and 

(c) Partially or fully reduce coupon/dividend payments on the instrument. 

12. Neither the bank nor a related party over which the bank exercises control or significant influence can have 
purchased the instrument, nor can the bank directly or indirectly have funded the purchase of the instrument 

13. The instrument cannot have any features that hinder 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 frame 

14. If the instrument is not issued out of an operating entity or the holding company in the consolidated group 
(e.g. a special purpose vehicle – “SPV”), proceeds must be immediately available without limitation to an 
operating entity11 or the holding company in the consolidated group in a form which meets or exceeds all of 
the other criteria for inclusion in AT1 capital 

15. In addition to the criteria outlined above, the instrument must meet the criteria outlined in Section  3.1.5 for 
inclusion in AT1. 

 
Stock surplus (share premium) resulting from the issue of instruments included in Additional 
Tier 1 capital; 

40. Stock surplus (i.e. share premium) that is not eligible for inclusion in CET1, will only be permitted 
to be included in AT1 capital if the shares giving rise to the stock surplus are permitted to be 
included in AT1 capital. 

3.1.4 Tier 2 capital 
41. T2 capital consists of the sum of the following elements: 

• Instruments issued by the bank that meet the criteria for inclusion in T2 capital and are not 
included in Tier 1 capital (refer to Table 4 below); 

• Stock surplus (share premium) resulting from the issue of instruments included in T2 
capital; 

• Instruments issued by consolidated subsidiaries of the bank and held by third parties that 
meet the criteria for inclusion in T2 capital and are not included in Tier 1 capital. Refer to 
Section  3.1.6 for the relevant criteria; 

• Certain loan loss provisions as specified in paragraph  45; and 
• Supervisory deductions applied in the calculation of T2 Capital (outlined in Section  3.1.7). 

42. The treatment of instruments issued out of consolidated subsidiaries of the bank and the supervisory 
deductions applied in the calculation of T2 capital are addressed in separate sections of this 
document. 

11 An operating entity is an entity set up to conduct business with clients with the intention of earning a profit in its own right. 
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Instruments issued by the bank that meet the Tier 2 criteria 

43. The objective of T2 is to provide loss absorption on a gone-concern basis. Based on this objective, 
the following table sets out the minimum set of criteria for an instrument to meet or exceed in order 
for it to be included in T2 capital. 

Table 4: 

Sl. Criteria for inclusion in Tier 2 Capital 

1. Issued and paid-in 

2. Subordinated to depositors and general creditors of the bank 

3. Is neither secured nor covered by a guarantee of the issuer or related entity or other arrangement that legally 
or economically enhances the seniority of the claim vis-à-vis depositors and general bank creditors 

4. Maturity: 

(a) minimum original maturity of at least five years 

(b) recognition in regulatory capital in the remaining five years before maturity will be amortised on a 
straight line basis 

(c) there are no step-ups or other incentives to redeem 

5. May be callable at the initiative of the issuer only after a minimum of five years12: 

(a) To exercise a call option a bank must receive prior supervisory approval; 

(b) A bank must not do anything that creates an expectation that the call will be exercised;13 and 

(c) Banks must not exercise a call unless: 

(i) They replace the called instrument 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 bank14; or 

(ii) The bank demonstrates that its capital position is well above the minimum capital requirements 
after the call option is exercised.15 

6. The investor must have no rights to accelerate the repayment of future scheduled payments (coupon or 
principal), except in bankruptcy and liquidation. 

7. The instrument cannot have a credit sensitive dividend feature, that is a dividend/coupon that is reset 
periodically based in whole or in part on the banking organisation’s credit standing. 

8. Neither the bank nor a related party over which the bank exercises control or significant influence can have 
purchased the instrument, nor can the bank directly or indirectly have funded the purchase of the instrument 

9. If the instrument is not issued out of an operating entity or the holding company in the consolidated group 

12 The use of tax event and regulatory event calls may be permitted that may allow the instrument to be called within the first 5 years. 
The exercise of such a call will remain subject to the requirements set out in points (a) to (c) of criterion 5 for T2 instruments. The 
QCB will only permit the bank to exercise the call if, in the QCB’s view, the bank was not in a position to anticipate the event at 
issuance. 
13 An option to call the instrument after five years but prior to the start of the amortisation period will not be viewed as an incentive 
to redeem as long as the bank does not do anything that creates an expectation that the call will be exercised at this point. 
14 Replacement issues can be concurrent with but not after the instrument is called. 
15 Minimum refers to the regulator’s prescribed minimum requirement. 
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Sl. Criteria for inclusion in Tier 2 Capital 

(e.g. a special purpose vehicle – “SPV”), proceeds must be immediately available without limitation to an 
operating entity16 or the holding company in the consolidated group in a form which meets or exceeds all of 
the other criteria for inclusion in T2 Capital 

10. In addition to the criteria outlined above, the instrument must meet the criteria outlined in Section  3.1.5 for 
inclusion in T2 capital. 

 
Stock surplus (share premium) resulting from the issue of instruments included in Tier 2 capital 

44. Stock surplus (i.e. share premium) that is not eligible for inclusion in Tier 1, will only be permitted 
to be included in T2 capital if the shares giving rise to the stock surplus are permitted to be included 
in T2 capital. 

General provisions/general loan-loss reserves  

45. Provisions held against future, presently unidentified losses are freely available to meet losses 
which subsequently materialise and therefore qualify for inclusion within T2. Provisions ascribed to 
identified deterioration of particular assets or known liabilities, whether individual or grouped, 
should be excluded. Provisions that are eligible for inclusion in T2 will be limited to a maximum of 
1.25 percentage points of credit risk weighted risk assets calculated under the standardised approach 
defined in Section  4.1 and Section  4.2. 

3.1.5 Additional criteria for AT1 and T2 instruments: Minimum requirements 
to ensure loss absorbency at the point of non-viability 

46. In order for an instrument issued by a bank to be included in AT1 or T2 capital, it must meet or 
exceed the minimum requirements defined in the following paragraphs (these requirements are in 
addition to the criteria for AT1 and T2 instruments detailed in Sections  3.1.3 and  3.1.4). Banks 
issuing such instruments are required to obtain the approval of the QCB and the Qatar Financial 
Markets Authority for the prospectus including detailed information about the financial instruments 
and comprehensive provisions and terms of Basel requirements before launching any offering. 

47. Scope and post trigger instrument 

• The terms and conditions of all non-common Tier 1 and Tier 2 instruments issued by a bank 
must have a provision that requires such instruments, at the option of the QCB, to either be 
written off or converted into common equity upon the occurrence of the trigger event 
(defined below): 

• Any compensation paid to the instrument holders as a result of the write-off must be paid 
immediately in the form of common stock. 

• The issuing bank must maintain at all times all prior authorisation necessary to immediately 
issue the relevant number of shares specified in the instrument’s terms and conditions 
should the trigger event occur. 

• The issuance of such instruments will have the same characteristics of equity rights in a way 
that shall constitute a burden on the dividends of banks as well as the dividends received by 
the shareholders of such banks. This shall lead to the amendment of banks’ articles of 
association in order to incorporate the new requirements (defined in this section) that would 
require the approval of the extra ordinary general assembly in accordance with article 137 of 
the commercial companies law (issued by law no. 5 year 2002) and its amendments. 

16 An operating entity is an entity set up to conduct business with clients with the intention of earning a profit in its own right. 
17 

 

                                                                        



QCB Implementation Instructions – Basel III Framework for Conventional Banks  
 

Furthermore, shareholders should be notified of the consequences of implementing the new 
requirements and any reductions that may apply on their profit and dividends. 

• Consequently, the approval of the banks extra ordinary general assembly’s should be 
obtained provided that the owners of such instruments shall have no voting rights in the 
assemblies of such banks. Also, in case of the convertibility of such instruments to common 
shares, the ownership percentage in such banks should not exceed the percentage mentioned 
in law no. 13 year 2000 relevant to organizing the non Qatari capital investment in different 
economic activities and its amendments thereto. 

48. Trigger event 

• The trigger event is the earlier of: (1) a decision that a write-off, without which the bank 
would become non-viable, is necessary, as determined by the QCB; and (2) the decision to 
make a public sector injection of capital, or equivalent support, without which the bank 
would have become non-viable, as determined by the QCB.  

• The issuance of any new shares as a result of the trigger event must occur prior to any public 
sector injection of capital so that the capital provided by the public sector is not diluted. 

49. Group treatment 

• Where an issuing bank is part of a wider banking group and if the issuing bank wishes the 
instrument to be included in the consolidated group’s capital in addition to its solo capital, 
the terms and conditions must specify an additional trigger event. This trigger event is the 
earlier of: (1) a decision that a write-off, without which the firm would become non-viable, 
is necessary, as determined by the relevant authority in the foreign jurisdiction; and (2) the 
decision to make a public sector injection of capital, or equivalent support, in the State of 
Qatar, without which the firm receiving the support would have become non-viable, as 
determined by the QCB. 

• Any common stock paid as compensation to the holders of the instrument must be common 
stock of either the issuing bank or of the parent company of the consolidated group 
(including any successor in resolution). 

50. Transitional arrangements 

• Instruments issued on or after 1 January 2014 must meet the criteria set out in this section 
(i.e. Section  3.1.5) to be included in regulatory capital. Instruments issued prior to 1 January 
2014 that do not meet the criteria set out in this section but that meet all other entry criteria 
for Additional Tier 1 (set out in Section  3.1.3) or Tier 2 (set out in Section  3.1.4) will be 
considered as an “instrument that no longer qualifies as Additional Tier 1 or Tier 2” and will 
be phased out from 1 January 2014 according to paragraph  28. 

3.1.6 Minority interest (i.e. non-controlling interest) and other capital issued out 
of consolidated subsidiaries that is held by third parties 

Common shares issued by consolidated subsidiaries 

51. Minority interest arising from the issue of common shares by a fully consolidated subsidiary of the 
bank (that is within the scope of regulatory consolidation) may receive recognition in CET1 only if: 

(1) the instrument giving rise to the minority interest would, if issued by the bank, meet all of the 
criteria for classification as common shares for regulatory capital purposes; and 
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(2) the subsidiary that issued the instrument is itself a bank.17 

52. In cases where the subsidiary that issues the instrument (and the instrument meets all of the criteria 
for classification as common shares for regulatory capital purposes) is not a bank, the minority 
interest arising from such subsidiary cannot be recognized in CET1 but may be recognized in AT1 
and T2 capital. The minority interest arising from such subsidiaries would be included in total T1 
capital and total capital as per paragraphs  54 -  59. 

53. The amount of minority interest meeting the criteria defined above that will be recognised in 
consolidated CET1 will be calculated as follows (refer to Annex 4 for an illustrative example of the 
minority interest calculations): 

• Total minority interest18 meeting the two criteria above minus the amount of the surplus 
CET1 of the subsidiary attributable to the minority shareholders. 

• Surplus CET1 of the subsidiary is calculated as the CET1(after the application of 
supervisory deductions) of the subsidiary minus the lower of: (1) the minimum CET1 
requirement of the subsidiary plus the capital conservation buffer (i.e. 8.5%19 of risk 
weighted assets) and (2) the portion of the consolidated minimum CET1 requirement plus 
the capital conservation buffer (i.e. 8.5% of consolidated risk weighted assets) that relates to 
the subsidiary. 

• The amount of the surplus CET1 that is attributable to the minority shareholders is 
calculated by multiplying the surplus CET1 by the percentage of CET1 that is held by 
minority shareholders. 

Tier 1 qualifying capital issued by consolidated subsidiaries 

54. T1 capital instruments issued by a fully consolidated subsidiary (that is within the scope of 
regulatory consolidation) of the bank to third party investors (including amounts under 
paragraph  51 and  52) may receive recognition in T1 capital only if: 

(1) the instruments would, if issued by the bank, meet all of the criteria for classification as T1 
capital (i.e. there is no requirement for the subsidiary to be considered a bank for inclusion in total 
T1 capital for the purpose of calculating the amount of minority interest to be recognised). 

55. The amount of this capital that will be recognised in T1 will be calculated as follows: 

• Total T1 of the subsidiary issued to third parties minus the amount of the surplus T1 of the 
subsidiary attributable to the third party investors. 

• Surplus T1 of the subsidiary is calculated as the T1 of the subsidiary (after the application of 
supervisory deductions) minus the lower of: (1) the minimum T1 requirement of the 
subsidiary plus the capital conservation buffer (i.e. 10.5% of risk weighted assets) and (2) 
the portion of the consolidated minimum T1 requirement plus the capital conservation buffer 
(i.e. 10.5% of consolidated risk weighted assets) that relates to the subsidiary. 

• The amount of the surplus T1 that is attributable to the third party investors is calculated by 
multiplying the surplus T1 by the percentage of T1 that is held by third party investors. 

17 Minority interest in a subsidiary that is a bank is strictly excluded from the parent bank’s common equity if the parent bank or 
affiliate has entered into any arrangements to fund directly or indirectly minority investment in the subsidiary whether through an 
SPV or through another vehicle or arrangement. The treatment outlined above, thus, is strictly available where all minority 
investments in the bank subsidiary solely represent genuine third party common equity contributions to the subsidiary. 
18 This includes third parties’ interest in the retained earnings and reserves of the consolidated subsidiary. The CET1 in the 
illustrative example in Annex 4 should be read to include common shares plus retained earnings and reserves in “Bank S”.  
19 Note: This incorporates a CET1 capital conservation buffer requirement of 2.5% of RWAs. 
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56. The amount of this T1 capital that will be recognised in Additional T1 will exclude amounts 
recognised in CET1 under paragraph  53. 

Tier 1 and Tier 2 qualifying capital issued by consolidated subsidiaries 

57. Total capital instruments (i.e. T1 and T2 capital instruments) issued by a fully consolidated 
subsidiary (that is within the scope of regulatory consolidation) of the bank to third party investors 
(including amounts under paragraph  54) may receive recognition in Total Capital only if: 

(1) the instruments would, if issued by the bank, meet all of the criteria for classification as T1 or 
T2 capital (i.e. there is no requirement for the subsidiary to be considered a bank for inclusion in 
total capital for the purpose of calculating the amount of minority interest to be recognised). 

58. The amount of this capital that will be recognised in consolidated Total Capital will be calculated as 
follows: 

• Total capital instruments of the subsidiary issued to third parties minus the amount of the 
surplus Total Capital of the subsidiary attributable to the third party investors. 

• Surplus Total Capital of the subsidiary is calculated as the Total Capital of the subsidiary 
(after the application of supervisory deductions) minus the lower of: (1) the minimum Total 
Capital requirement of the subsidiary plus the capital conservation buffer (i.e. 12.5% of risk 
weighted assets) and (2) the portion of the consolidated minimum Total Capital requirement 
plus the capital conservation buffer (i.e. 12.5% of consolidated risk weighted assets) that 
relates to the subsidiary. 

• The amount of the surplus Total Capital that is attributable to the third party investors is 
calculated by multiplying the surplus Total Capital by the percentage of Total Capital that is 
held by third party investors. 

59. The amount of this Total Capital that will be recognised in T2 will exclude amounts recognised in 
CET1 under paragraph  53 and amounts recognised in AT1 under paragraph  56. 

Other instructions relating to the calculation of the amount of minority interest (and other 
capital issued by consolidated subsidiaries and held by third parties) to include in consolidated 
capital 

60. For the purpose of the calculations outlined in this section, minimum capital requirements and the 
definition and eligibility of capital is required to be calculated for each subsidiary (that is within the 
scope of regulatory consolidation) irrespective of whether the subsidiary is regulated on a 
standalone basis. The calculation of minimum capital requirements and the definition of capital 
(including supervisory deductions) for the subsidiaries are to be based on the guidelines stipulated 
within this document (i.e. based on the QCB’s guidelines). In addition the contribution of the 
subsidiary to the consolidated capital requirement of the group (i.e. excluding the impact of intra-
group exposures) should be calculated. 

61. All calculations must be undertaken in respect of the subsidiary on a sub-consolidated basis (i.e. the 
subsidiary must consolidate all of its subsidiaries that are also included in the wider consolidated 
group). If this is considered too operationally burdensome the bank may elect to give no recognition 
(in consolidated capital of the group) to the capital issued by the subsidiary to third parties. 

62. Where capital has been issued to third parties out of a special purpose vehicle (SPV), none of this 
capital can be included in CET1. However, such capital can be included in consolidated AT1 or T2 
and treated as if the bank itself had issued the capital directly to the third parties only if it meets all 
the relevant entry criteria and the only asset of the SPV is its investment in the capital of the bank in 
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a form that meets or exceeds all the relevant entry criteria20 (as required by criterion 14 for AT1 and 
criterion 9 for T2). In cases where the capital has been issued to third parties through an SPV via a 
fully consolidated subsidiary of the bank, such capital may, subject to the requirements of this 
paragraph, be treated as if the subsidiary itself had issued it directly to the third parties and may be 
included in the bank’s consolidated AT1 or T2 in accordance with the treatment outlined in 
paragraphs  54 to  59. 

3.1.7 Supervisory deductions 
63. This section sets out the supervisory deductions to be applied to regulatory capital which are 

applied in the calculation of CET1 (unless specifically stated as being applicable to other tiers of 
capital). 

Goodwill and other intangibles (except mortgage servicing rights) 

64. Goodwill and all other intangibles must be deducted in the calculation of CET1, including any 
goodwill included in the valuation of significant investments in the capital of banking, financial and 
insurance entities that are outside the scope of regulatory consolidation. With the exception of 
mortgage servicing rights, the full amount is to be deducted net of any associated deferred tax 
liability which would be extinguished if the intangible assets become impaired or derecognised 
under the relevant accounting standards. The amount to be deducted in respect of mortgage 
servicing rights is set out in the threshold deductions section below. 

65. Banks are required to use the IFRS definition of intangible assets to determine which assets are 
classified as intangible and required to be deducted. 

Deferred tax assets 

66. Deferred tax assets (DTAs) that rely on future profitability of the bank to be realised are to be 
deducted in the calculation of CET1. Deferred tax assets may be netted with associated deferred tax 
liabilities (DTLs) only if the DTAs and DTLs relate to taxes levied by the same taxation authority 
and offsetting is permitted by the relevant taxation authority. Where these DTAs relate to temporary 
differences (e.g. allowance for credit losses) the amount to be deducted is set out in the “threshold 
deductions” outlined in paragraphs  82 to  84. All other such assets, e.g. those relating to operating 
losses, such as the carry forward of unused tax losses, or unused tax credits, are to be deducted in 
full net of deferred tax liabilities as described above. The DTLs permitted to be netted against 
DTAs must exclude amounts that have been netted against the deduction of goodwill, intangibles 
and defined benefit pension assets, and must be allocated on a pro rata basis between DTAs subject 
to the threshold deduction treatment and DTAs that are to be deducted in full. 

67. An over-instalment of tax or, in some jurisdictions, current year tax losses carried back to prior 
years may give rise to a claim or receivable from the government or local tax authority. Such 
amounts are typically classified as current tax assets for accounting purposes. The recovery of such 
a claim or receivable would not rely on the future profitability of the bank and would be assigned 
the relevant sovereign risk weighting. 

Cash flow hedge reserve  

68. The amount of the cash flow hedge reserve that relates to the hedging of items that are not fair 
valued on the balance sheet (including projected cash flows) should be derecognised in the 
calculation of CET1. This means that positive amounts should be deducted and negative amounts 
should be added back. 

20 Assets that relate to the operation of the SPV may be excluded from this assessment if they are de minimis. 
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69. This treatment specifically identifies the element of the cash flow hedge reserve that is to be 
derecognised for prudential purposes. It removes the element that gives rise to artificial volatility in 
common equity, as in this case the reserve only reflects one half of the picture (the fair value of the 
derivative, but not the changes in fair value of the hedged future cash flow). 

Gain on sale related to securitisation transactions 

Derecognise in the calculation of CET1 any increase in equity capital resulting from a securitisation 
transaction, such as that associated with expected future margin income (FMI) resulting in a gain-
on-sale. 

Cumulative gains and losses due to changes in own credit risk on fair valued financial liabilities 

70. Derecognise in the calculation of CET1, all unrealised gains and losses that have resulted from 
changes in the fair value of liabilities that are due to changes in the bank’s own credit risk. 

Defined benefit pension fund assets and liabilities 

71. Defined benefit pension fund liabilities, as included on the balance sheet, must be fully recognised 
in the calculation of CET1 (i.e. CET1 cannot be increased through derecognising these liabilities). 
For each defined benefit pension fund that is an asset on the balance sheet, the asset should be 
deducted in the calculation of CET121 net of any associated deferred tax liability which would be 
extinguished if the asset should become impaired or derecognised under the relevant accounting 
standards. Assets in the fund to which the bank has unrestricted and unfettered access can, with 
supervisory approval, offset the deduction. Such offsetting assets should be given the risk weight 
they would receive if they were owned directly by the bank. 

72. This treatment 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 a bank. The 
concern is that their only value stems from a reduction in future payments into the fund. The 
treatment allows for banks to reduce the deduction of the asset if they can address these concerns 
and show that the assets can be easily and promptly withdrawn from the fund. 

Investments in own shares (treasury stock) 

73. All of a bank’s investments in its own common shares, whether held directly or indirectly, will be 
deducted in the calculation of CET1 (unless already derecognised under the relevant accounting 
standards). In addition, any own stock which the bank could be contractually obliged to purchase 
should be deducted in the calculation of CET1. The treatment described will apply irrespective of 
the location of the exposure in the banking book or the trading book. In addition: 

• Gross long positions may be deducted net of short positions in the same underlying exposure 
only if the short positions involve no counterparty risk. 

• Banks should look through holdings of index securities to deduct exposures to own shares. 
However, gross long positions in own shares resulting from holdings of index securities may 
be netted against short position in own shares resulting from short positions in the same 
underlying index. In such cases the short positions may involve counterparty risk (which 
will be subject to the relevant counterparty credit risk charge). 

74. Following the same approach outlined above, banks must deduct investments in their own AT1 in 
the calculation of their AT1 capital and must deduct investments in their own T2 in the calculation 
of their T2 capital. 

21 The requirement to deduct a defined benefit pension fund asset applies to the net asset on the balance sheet of the bank (i.e. not the 
gross assets of the pension plan or fund). 
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Reciprocal cross holdings in the capital of banking, financial and insurance entities 

75. Reciprocal cross holdings of capital that are designed to artificially inflate the capital position of 
banks will be deducted in full. Banks must apply a “corresponding deduction approach” to such 
investments in the capital of other banks, other financial institutions and insurance entities. This 
means the deduction should be applied to the same component of capital for which the capital 
would qualify if it was issued by the bank itself. 

Minority investments in the capital of banking, securities, financial and insurance entities where 
the bank owns up to 10% of the issued common share capital of the entity 

76. The supervisory adjustment described in this section applies to investments in the capital of 
banking, financial and insurance entities where the bank owns up to 10% of the issued common 
share capital of the entity (as outlined in Section  2.1.3 for financial entities and Section  2.2 for 
insurance entities). In addition: 

• Investments include direct, indirect22 and synthetic holdings of capital instruments. For 
example, banks should look through holdings of index securities to determine their 
underlying holdings of capital.23 

• Holdings in both the banking book and trading book are to be included. Capital includes 
common stock and all other types of cash and synthetic capital instruments (e.g. 
subordinated debt). It is the net long position that is to be included (ie the gross long position 
net of short positions in the same underlying exposure where the maturity of the short 
position either matches the maturity of the long position or has a residual maturity of at least 
one year). 

• Underwriting positions held for five working days or less can be excluded. Underwriting 
positions held for longer than five working days must be included. 

• If the capital instrument of the entity in which the bank has invested does not meet the 
criteria for CET1, AT1, or T2 capital of the bank, the capital is to be considered common 
shares for the purposes of this supervisory adjustment.24 

• National discretion applies to allow banks, with prior supervisory approval, to exclude 
temporarily certain investments where these have been made in the context of resolving or 
providing financial assistance to reorganise a distressed institution.  

77. If the total of all holdings25 listed in paragraph  76 above in aggregate exceed 10% of the bank’s 
common equity (after applying all other supervisory deductions in full apart from the deductions 
outlined in paragraph  76 to  84) then the amount above 10% is required to be deducted, applying a 
corresponding deduction approach. This means the deduction should be applied to the same 
component of capital for which the capital would qualify if it was issued by the bank itself. 
Accordingly, the amount to be deducted from common equity should be calculated as the total of all 
holdings which in aggregate exceed 10% of the bank’s common equity (as per above) multiplied by 

22 Indirect holdings are exposures or parts of exposures that, if a direct holding loses its value, will result in a loss to the bank 
substantially equivalent to the loss in value of the direct holding. 
23 If banks find it operationally burdensome to look through and monitor their exact exposure to the capital of other financial 
institutions as a result of their holdings of index securities, the QCB may permit banks, subject to prior supervisory approval, to use a 
conservative estimate. 
24 If the investment is issued out of a regulated financial entity and not included in regulatory capital in the relevant sector of the 
financial entity, it is not required to be deducted (i.e. the instrument will not be included in the total amount referred to in 
paragraph  77 and will be risk weighted as per the rules for equity instruments depending on whether it is in the banking book or 
trading book). 
25 Exposures should be valued according to their valuation on the balance sheet of the bank. 
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the common equity holdings26 as a percentage of the total capital holdings. This would result in a 
common equity deduction which corresponds to the proportion of total capital holdings held in 
common equity. Similarly, the amount to be deducted from AT1 capital should be calculated as the 
total of all holdings which in aggregate exceed 10% of the bank’s common equity (as per above) 
multiplied by the AT1 capital holdings as a percentage of the total capital holdings. The amount to 
be deducted from T2 capital should be calculated as the total of all holdings which in aggregate 
exceed 10% of the bank’s common equity (as per above) multiplied by the T2 capital holdings as a 
percentage of the total capital holdings. 

78. If, under the corresponding deduction approach, a bank is required to make a deduction from a 
particular tier of capital and it does not have enough of that tier of capital to satisfy that deduction, 
the shortfall will be deducted from the next higher tier of capital (e.g. if a bank does not have 
enough AT1 capital to satisfy the deduction, the shortfall will be deducted from CET1). 

79. Amounts below the threshold that are not deducted are to be risk weighted as follows: 

• Amounts below the threshold that are in the banking book are to be risk weighted as per the 
credit risk rules outlined in Section  4.1 (i.e. investments that are not listed and not marked to 
market will be risk weighted at 150% and investments that are listed will be risk weighted at 
100%). 

• Amounts below the threshold that are in the trading book are to be risk weighted as per the 
market risk rules outlined in Section  4.3. 

Significant minority investments in the capital of banking, securities, financial and insurance 
entities that are outside the scope of regulatory consolidation27 

80. The supervisory adjustment described in this section applies to investments in the capital of 
banking, securities, insurance and other financial entities that are outside the scope of regulatory 
consolidation where the bank owns more than 10% of the issued common share capital of the 
issuing entity (as outlined in Section  2.1.2 for financial entities and Section  2.2 for insurance 
entities). In addition: 

• Investments include direct, indirect and synthetic holdings of capital instruments28. For 
example, banks should look through holdings of index securities to determine their 
underlying holdings of capital.29 

• Holdings in both the banking book and trading book are to be included. Capital includes 
common stock and all other types of cash and synthetic capital instruments (e.g. 
subordinated debt). It is the net long position that is to be included (ie the gross long position 
net of short positions in the same underlying exposure where the maturity of the short 
position either matches the maturity of the long position or has a residual maturity of at least 
one year). 

• Underwriting positions held for five working days or less can be excluded. Underwriting 
positions held for longer than five working days must be included.  

26 As per Paragraph  76, this amount should include capital instruments that do not qualify as CET1, AT1 or T2 (unless the condition 
in footnote 24 has been satisfied). 
27 Investments in entities that are outside of the scope of regulatory consolidation refers to investments in entities that have not been 
consolidated at all or have not been consolidated in such a way as to result in their assets being included in the calculation of 
consolidated risk-weighted assets of the bank / banking group. 
28 Exposures should be valued according to their valuation on the balance sheet of the bank. 
29 If banks find it operationally burdensome to look through and monitor their exact exposure to the capital of other financial 
institutions as a result of their holdings of index securities, national authorities may permit banks, subject to prior supervisory 
approval, to use a conservative estimate. 
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• If the capital instrument of the entity in which the bank has invested does not meet the 
criteria for CET1, AT1, or T2 capital of the bank, the capital is to be considered common 
shares for the purposes of this supervisory adjustment30 (i.e. capital instruments that do not 
qualify as CET1, AT1 or T2 and do not satisfy the condition in footnote 28 are to be fully 
deducted from CET1).  

• Banks may (with prior QCB approval) exclude temporarily certain investments where these 
have been made in the context of resolving or providing financial assistance to reorganise a 
distressed institution. 

81. All investments included above that are not common shares must be fully deducted 
following a corresponding deduction approach. This means the deduction should be applied to the 
same tier of capital for which the capital would qualify if it was issued by the bank itself. If the 
bank is required to make a deduction from a particular tier of capital and it does not have enough of 
that tier of capital to satisfy that deduction, the shortfall will be deducted from the next higher tier 
of capital (e.g. if a bank does not have enough AT1 capital to satisfy the deduction, the shortfall will 
be deducted from CET1). Investments included above that are common shares will be subject to the 
“Threshold deductions” treatment described in the next section. 
Threshold deductions  

82. Instead of a full deduction, the following items may each receive limited recognition when 
calculating CET1, with recognition capped at 10% of the bank’s common equity (after applying all 
other supervisory deductions in full apart from the deductions outlined in paragraph  82 to  84):  

• Significant investments in the common shares of unconsolidated financial institutions 
(banking, securities and other financial entities) and insurance entities as referred to in 
paragraph  81; 

• Mortgage servicing rights (MSRs); and 
• DTAs that arise from temporary differences. 

83. On 1 January 2014, a bank must deduct the amount by which the aggregate of the three items above 
exceeds 15% of its CET1 (calculated prior to the deduction of these items but after application of all 
other supervisory deductions applied in the calculation of CET1). The items included in the 15% 
aggregate limit are subject to full disclosure. As of 1 January 2019, the calculation of the 15% limit 
will be subject to the following treatment: the amount of the three items that remains recognised 
after the application of all supervisory deductions must not exceed 15% of the CET1 capital, 
calculated after all supervisory deductions. See Annex 5 for an example. 

84. The amount of the three items (outlined in paragraph  82) that are not deducted in the calculation of 
CET1 will be risk weighted at 250%. 

30 If the investment is issued out of a regulated financial entity and not included in regulatory capital in the relevant sector of the 
financial entity, it is not required to be deducted (i.e. the instrument will not be included in the total amount referred to in 
paragraph  82 and will be risk weighted at 250%). 
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4. Risk weighted assets under Basel III 
4.1 Credit Risk Weighted Assets 

85. This section sets out the weighting framework to be adopted by banks to quantify their credit risk 
for calculating the credit risk weighted assets (RWAs) under the Standardised Approach.  

86. Under the Standardised Approach, different categories of on and off-balance sheet exposures of a 
bank are to be risk weighted according to the ratings assigned by external credit assessment 
institutions (ECAIs), where available and applicable, or the risk weights assigned by the QCB based 
on certain standard characteristics of the exposure. For the purpose of these calculations, exposures 
are to be net of deferred interest, interest in suspense and specific provisions (past due loans are 
treated separately under paragraph  107). 

87. Where the risk weights are determined by external credit assessments, licensed banks should only 
use those assigned on a solicited basis by institutions (i.e. ECAIs) that are recognised by the QCB. 
The following ECAIs are considered to be recognised by the QCB for the purpose of these 
Instructions: 

• S&P; 
• Moody’s; 
• Fitch; and 
• Capital Intelligence. 

88. If there is only one assessment by an ECAI chosen by a bank for a particular claim, that assessment 
should be used to determine the risk weight of the claim. If there are two assessments by ECAIs 
chosen by a bank which map into different risk weights, the higher risk weight will be applied. If 
there are three or more assessments with different risk weights, the assessments corresponding to 
the two lowest risk weights should be referred to and the higher of those two risk weights will be 
applied. 

89. Where a bank invests in a particular issue that has an issue-specific assessment, the risk weight of 
the claim will be based on this assessment. Where the bank’s claim is not an investment in a 
specific assessed issue, the following general principles apply. 

• In circumstances where the borrower has a specific assessment for an issued debt – but the 
bank’s claim is not an investment in this particular debt – a high quality credit assessment 
(one which maps into a risk weight lower than that which applies to an unrated claim) on 
that specific debt may only be applied to the bank’s unassessed claim if this claim ranks pari 
passu or senior to the claim with an assessment in all respects. If not, the credit assessment 
cannot be used and the unassessed claim will receive the risk weight for unrated claims. 

• In circumstances where the borrower has an issuer assessment, this assessment typically 
applies to senior unsecured claims on that issuer. Consequently, only senior claims on that 
issuer will benefit from a high quality issuer assessment. Other unassessed claims of a 
highly assessed issuer will be treated as unrated. If either the issuer or a single issue has a 
low quality assessment (mapping into a risk weight equal to or higher than that which 
applies to unrated claims), an unassessed claim on the same counterparty that ranks pari 
passu or is subordinated to either the senior unsecured issuer assessment or the exposure 
assessment will be assigned the same risk weight as is applicable to the low quality 
assessment. 
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90. Whether the bank intends to rely on an issuer- or an issue-specific assessment, the assessment must 
take into account and reflect the entire amount of credit risk exposure the bank has with regard to all 
payments owed to it. In order to avoid any double counting of credit enhancement factors, no 
supervisory recognition of credit risk mitigation techniques will be taken into account if the credit 
enhancement is already reflected in the issue specific rating. 

91. The requirements set out in the section below (Section  4.1.1) apply to all exposures in the banking 
book. Exposures in the trading book should be captured as part of a bank’s market risk and 
counterparty credit risk exposures (in addition to credit valuation adjustments capital requirement) 
outlined in subsequent sections. Refer to Annex 6 for the definition of the trading book (the banking 
book includes all exposures that are not included in the trading book).  

4.1.1 Individual claims 
Claims on Sovereigns 

92. Any claim on the Qatar government and the QCB should be risk weighted at 0%. Claims on other 
sovereigns (governments and central banks) should be risk-weighted based on the following 
sovereign credit ratings (for illustrative purposes the ratings within these Instructions follows the 
conventions of S&P. Where applicable these are to be mapped to the equivalent ratings of the other 
eligible ECAIs listed above): 

Sovereign 
Credit 

Assessment 
AAA to AA- A+ to A- BBB+ to BBB- BB+ to B- Below B- Unrated 

Risk 
Weight 

0% 20% 50% 100% 150% 100% 

 

Claims on Governmental Entities / Public Sector Entities (PSEs) 

93. “Qatar Government entities” shall be defined as:  

• The Ministry of Finance (MoF) and all other government entities that are under the direct 
financial responsibility of the MoF and which receive financing based on MoF approval / 
request. 

• Other government entities in Qatar (financially independent of the MoF), which are 
established under independent Articles of Association issued by special Amiri / government 
decree and do not take the form of a company, limited liability company and do not have a 
commercial registration such as: 

o Qatar Investment Authority 
o Qatar Petroleum Authority 
o Qatar Foundation 

Claims in QAR or USD on “Qatar Government entities” as defined above will be subject to a 0% 
risk weight. Claims on “Qatar Government entities” as defined above, in currencies other than QAR 
or USD will be subject to a 20% risk weight. 

94. Domestic PSEs are defined as any entity that is 100% owned by government. Domestic PSEs that 
are working on a non-commercial basis will be assigned a risk weight one category less favourable 
than that assigned to claims on the Qatar government (i.e. such domestic PSEs working on a non-
commercial basis will be subject to a 20% risk weight). 
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Domestic PSEs that are functioning on a commercial basis will be risk weighted as per the 
following table (similar to the risk weights for corporates): 

Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BB- Below BB- Unrated 

Risk 
Weight 

20% 50% 100% 150% 100% 

In case of any Government guarantee to any of the PSEs, the guarantee may be treated as eligible 
CRM as outlined in Section  4.1.5.  

95. Claims on all foreign PSEs will be treated as claims on corporate and risk weighted as per 
paragraph  100. 

Claims on Multilateral Development Banks (MDBs) 

96. Claims on the following MDBs will be eligible for a 0% risk weight: 

• World Bank Group comprised of the International Bank for Reconstruction and 
Development (IBRD) and the International Finance Corporation (IFC);  

• Asian Development Bank (ADB);  
• African Development Bank (AfDB) ; 
• European Bank for Reconstruction and Development (EBRD); 
• Inter-American Development Bank (IADB); 
• European Investment Bank (EIB); 
• European Investment Fund (EIF); 
• Nordic Investment Bank (NIB); 
• Caribbean Development Bank (CDB); 
• Islamic Development Bank (IDB); and 
• Council of Europe Development Bank (CEDB). 

97. The risk weights applied to claims on MDBs apart from the MDBs eligible for a 0% risk weight 
(outlined in paragraph  96) will generally be based on external credit assessments as set out under 
paragraph  98 for claims on banks (but without the possibility of using the preferential treatment for 
short-term claims). For MDBs not listed in paragraph  96, a 0% risk weight may be applied to claims 
on highly rated MDBs that fulfil the criteria provided below (subject to QCB approval). The QCB 
will continue to evaluate eligibility on a case-by-case basis. The eligibility criteria for MDBs risk 
weighted at 0% are:  

• Very high quality long-term issuer ratings, i.e. a majority of an MDB’s external assessments 
must be AAA; 

• Shareholder structure is comprised of a significant proportion of sovereigns with long-term 
issuer credit assessments of AA- or better, or the majority of the MDB’s  
fund-raising are in the form of paid-in equity/capital and there is little or no leverage;  

• Strong  shareholder  support  demonstrated  by  the  amount  of  paid-in  capital contributed 
by the shareholders; the amount of further capital the MDBs have the right to call, if 
required, to repay their liabilities; and continued capital contributions and new pledges from 
sovereign shareholders;  

• Adequate level of capital and liquidity (a case-by-case approach is necessary in order to 
assess whether each MDB’s capital and liquidity are adequate); and  
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• Strict statutory lending requirements and conservative financial policies, which would 
include among other conditions a structured approval process, internal creditworthiness and 
risk concentration limits (per country, sector, and individual exposure and  credit  category),  
large  exposures  approval  by  the  board  or  a committee of the board, fixed repayment 
schedules, effective monitoring of use of proceeds, status review process, and rigorous 
assessment of risk and provisioning to loan loss reserve.  

Claims on Banks 

98. The risk weights applied to claims on banks31 will be based on the banking counterparty’s external 
credit assessments as set out in the table below. A preferential risk weight that is one category more 
favourable may be applied to claims with an original maturity of three months or less, subject to a 
floor of 20%. This treatment will be available to both rated and unrated banks, but not to banks risk 
weighted at 150%. 

Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BBB- BB+ to B- Below B- Unrated 

Risk 
Weight 

20% 50% 50% 100% 150% 50% 

Risk 
Weight for 
Short Term 
Claims 

20% 20% 20% 50% 150% 20% 

 

Claims on Corporates 

99. Claims on corporates include the following: 

• All Private Sector Entities; 
• Non-Federal Government / Semi-Government institutions / PSEs of other countries; and 
• Investment Companies / Finance Companies / Securities Companies. 

100. Claims on corporates will be risk weighted based on the counterparty’s external credit assessments 
as set out in the table below. 

Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BB- Below BB- Unrated 

Risk 
Weight 

20% 50% 100% 150% 100% 

 

Claims on Qualifying Retail Loans 

101. Qualifying retail loans are claims that meet the following criteria: 

• Orientation criterion: the exposure is to an individual person or persons or to a small 
business (small business is defined as an entity with a balance sheet size not exceeding QAR 
10 million at a group level).  

• Product criterion: the exposure takes the form of any of the following: revolving credits and 
lines of credit (including credit cards and overdrafts), personal term loans and leases (e.g. 
instalment loans, auto loans and leases, student and educational loans, personal finance) and 

31This excludes regulatory capital instruments eligible under QCB Basel II or QCB Basel III (as defined within these Instructions) 
such as sub debt. Refer to paragraphs  76 to  84 for the treatment of such investments.  
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small business facilities and commitments. This also includes credit facilities against salary 
i.e. “salary loans” as defined by the QCB32. Securities (such as bonds and equities), whether 
listed or not, are specifically excluded from this category.  

• Granularity criterion: no aggregate exposure to one counterpart can exceed 0.2% of the total 
“Qualifying Retail Loans” portfolio. 

• The maximum aggregated retail exposure to one counterpart cannot exceed an absolute 
threshold of QAR 4 million33. Retail loans that exceed this limit will be categorized as per 
the type of the loan (i.e. will be classified as “Residential mortgage loans” outlined in 
paragraph  103 if the loan is secured by residential real estate or as “Other retail loans” 
outlined in paragraph  106). For the purpose of compliance with this threshold limit, the limit 
would mean the sanctioned limit or the actual outstanding, whichever is higher, for all on-
balance sheet and off-balance sheet items. 

102. Claims on Qualifying Retail Loans, that satisfy the criteria outlined in paragraph  101, will be risk 
weighted at 75%. 
Claims on Residential Mortgage Loans 

103. Residential mortgage loans are defined as loans that are granted by the bank to its customers which 
are secured by the collateral of residential property that is either self-occupied or is generating 
rental income wherein the prospects for repayment and recovery on the exposure depend primarily 
on the cash flows generated by the residential mortgage. The residential property should be wholly 
mortgaged in favour of the bank. 

104. Claims on residential mortgage loans will attract a risk weight of 75%.  

Claims on Commercial Mortgage Loans 

105. Commercial mortgage loans are defined as loans granted by the bank to its customers with 
commercial real estate mortgage, such as office buildings to let, retail space, multi-family 
residential buildings, (e.g. residential towers or mixed use towers covering residential and 
commercial); industrial or warehouse space, hotels etc. where the prospects of repayment and 
recovery on the exposure depend primarily on the cash flows generated by the commercial 
mortgage. Claims on commercial mortgage loans will be risk weighted at 100%. 

Claims on Other Retail Loans 

106. Claims on all other retail loans that are not classified as “Qualifying retail loans” or as “Residential 
mortgage loans” will be risk weighted at 100%. 

Past Due Loans 

107. The unsecured portion of any loan that is past due for more than 90 days, net of specific provisions 
(including partial write- offs) and interest in suspense, will be risk-weighted as follows:  

• 150% risk weight when specific provisions or determined provisions are less than 20% of 
the outstanding loan balance; 

32 Salary loans are defined by the QCB in its “Instructions to Banks – Volume 1” under Part Vii - Chapter One: Banking Risk. Salary 
loans are not subject to the real estate financing  limits defined by the QCB in its “Instructions to Banks – Volume 1” under Part Vii - 
Chapter One: Banking Risk. 
33 Aggregated exposure means gross amount (not taking any credit risk mitigation into account) of all forms of debt exposures (e.g. 
loans or commitments) that individually satisfy the three other criteria. In addition, “to one counterpart” means one or several entities 
that may be considered as a single beneficiary (e.g. in the case of a small business that is affiliated to another small business, the limit 
would apply to the bank’s aggregated exposure on both businesses. In the case of a small business that is part of a wider group, the 
limit would apply to the bank’s aggregated exposure to the entire group). 
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• 100% risk weight when specific provisions or determined provisions are greater than or 
equal to 20% (but less than 50%) of the outstanding loan balance; 

• 50% risk weight when specific provisions or determined provisions are greater than or equal 
to 50% of the outstanding loan balance.  

Equity Investments 

108. Equity investments in the banking book will be risk weighted as follows: 

• Equity investments in banking, insurance, securities and other financial entities that are not 
deducted (as outlined in Section  2.1) will be risk weighted as follows: 

o Significant minority investments (wherein the bank owns more than 10% of the 
investee’s common share capital) will be risk weighted at 250%. 

o Minority investments (wherein ownership in the entity is up to 10% of the investee’s 
common share capital) that are not listed will be risk weighted at 150% and 
investments that are listed will be risk weighted at 100%. 

• Equity investments in commercial entities that are below the threshold defined in 
Section  2.3 are to be risk weighted at 100% (if the investments are listed) or 150% (if the 
investments are not listed). Amounts in excess of the threshold are to be risk weighted at 
1250%. 

Real Estate Assets 

109. Real estate assets owned by the bank arising from counterparty defaults will be treated as “all other 
assets” and subject to a 100% RW (as outlined in paragraph  110) for an interim period of 3 years 
from when the bank records the real estate asset on its books. Banks are required to sell such assets 
within the interim period of 3 years (unless they have obtained an approval for extension from the 
QCB). If banks are unable to sell such assets within the approved timeframe, the real estate 
exposure will be risk weighted at 187.5% if the asset is owned or controlled by the reporting bank 
(regardless of whether or not the bank has obtained QCB approval for extension). In cases where 
banks are unable to sell such assets within the approved timeframe and the asset is shared wherein 
the reporting bank does not have control, a risk weight of 400% will apply (regardless of whether or 
not the bank has obtained QCB approval for extension).  

Other Assets 

110. All other assets will be risk weighted as follows: 

• Cash (includes cash balances at the bank) whether in local or foreign currency will be risk 
weighted at 0%; 

• Gold (gold balances owned by the bank and at the bank’s disposal) will be risk weighted at 
0%; 

• Cash items under collection / in the process of collection will be risk weighted at 20%;  
• Securitization exposures will be risk weighted as per the treatment outlined in Section  4.2; 

and 
• All other assets (including fixed assets) that are not deducted and not classified under any of 

the categories defined above will be risk weighted at 100%. 
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4.1.2 Off Balance Sheet Items 
111. Off balance sheet items (not including derivatives) will be converted into credit exposure 

equivalents (subject to the counterparty risk weightings outlined in Section  4.1.1) through the use of 
credit conversion factors (CCFs) outlined below. The treatment for derivatives is outlined in 
Section  4.1.3.  

112. The unutilized portion of commitments with an original maturity of up to 1 year will receive a CCF 
of 20% and the unutilized portion of commitments with an original maturity of over 1 year will 
receive a CCF of 50%. Any commitments that are unconditionally cancellable at any time by the 
bank without prior notice, or that effectively provide for automatic cancellation due to deterioration 
in a borrower’s creditworthiness, will receive a 0% CCF. 

113. For short-term self-liquidating trade letters of credit arising from the movement of goods (e.g. 
documentary credits collateralised by the underlying shipment), a 20% CCF will be applied to both 
issuing and confirming banks. 

114. Certain transaction related contingent items (e.g. performance bonds, bid bonds, warranties and 
standby letters of credit related to particular transactions), note issuance facilities (NIFs) and 
revolving underwriting facilities (RUFs) will receive a CCF of 50% on the uncovered portion (net 
of cash margin) of the exposure. 

115. The following items will be subject to a CCF of 100% on the uncovered portion (net of cash 
margin) of the exposures: 

• Direct credit substitutes, e.g. general guarantees of indebtedness (including standby  
letters of credit serving as financial guarantees for loans and securities) and acceptances  
(including endorsements with the character of acceptances); 

• Forward asset purchases, forward forward deposits and partly-paid shares and  
securities, which represent commitments with certain drawdown. 

• All other guarantees not classified into any of the other categories defined in this section. 
116. Where there is an undertaking to provide a commitment on an off-balance sheet item, banks are to 

apply the lower of the two applicable CCFs. 

117. Repo-style transactions (repos, reverse repos and securities financing transactions) will be subject to 
the following treatment: 

• Securities / assets sold under such agreements should be treated as on balance sheet assets 
wherein the risk weight to be applied will be based on the underlying assets (i.e. risk weights 
will not be based on the counterparty). 

•  Securities / assets purchased under such agreements (e.g. reverse repo) should be treated as 
collateralised lending wherein the risk weight to be applied will be based on the 
counterparty rating and type and the exposure will be reduced based on the underlying 
securities (as per the credit risk mitigation rules outlined in Section  4.1.5). 

4.1.3 Derivative Transactions 
118. This Section outlines the methods for computing the capital requirements for Over the Counter 

(OTC) derivative transactions. OTC derivative transactions will be subject to the treatment under 
the “Current exposure method” outlined in paragraphs  119 to  133 in addition to the treatment for 
“Credit valuation adjustments” outlined in paragraphs  134 to  139 (i.e. the total credit RWAs for 
OTC derivatives will be equal to the sum of the RWAs calculated in paragraphs  119 to  133 and 
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paragraphs  134 to  139). Written options (i.e. where the bank has sold the option) will not be subject 
to capital requirements for credit risk outlined within this section. 

Counterparty Credit Risk for OTC Derivatives (apart from credit derivatives) - Current Exposure 
Method 

119. Under the Current Exposure Method, banks must calculate the current “replacement cost” (i.e. 
market value) by marking contracts to market, thus capturing the current exposure without any need 
for estimation, and then adding a factor (the "add on factor") to reflect the potential future exposure 
over the remaining life of the contract. The treatment for calculating the credit equivalent exposure 
and resulting risk weights for credit derivatives is outlined separately in paragraphs  127 to  133. 

120. In order to calculate the credit equivalent exposure (to which the relevant risk weights defined in 
Section  4.1.1 will be applied) of OTC derivatives under this current exposure method, a bank would 
sum: 

• The total “replacement cost” (obtained by marking to market) of all its contracts with 
positive value; and 

• An amount for potential future credit exposure (or “add on factor”) calculated on the basis 
of the total notional principal amount of its book, split by residual maturity and instrument 
type as follows (i.e. add on factor is equal to the % as per the table below multiplied by the 
notional amount): 

 Instrument type 

 Interest Rates FX and Gold Equities 
Precious Metals 
(Except Gold) 

Other 
Commodities 

Residual Maturity 1 year 
or less 

0.0% 1.0% 6.0% 7.0% 10.0% 

Residual Maturity over 1 
year up to 5 years 

0.5% 5.0% 8.0% 7.0% 12.0% 

Residual Maturity over 5 
years 

1.5% 7.5% 10.0% 8.0% 15.0% 

 

121. The total credit equivalent exposure (to which the applicable risk weight based on counterparty is to 
be applied for calculating counterparty credit RWAs) is equal to the sum of the “replacement cost” 
and the “add on factor” subject to the following:  

• For contracts with multiple exchanges of principal, the factors are to be multiplied by the 
number of remaining payments in the contract; 

• For contracts that are structured to settle outstanding exposure 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 would be set equal to the time until the next reset 
date. In the case of interest rate contracts with remaining maturities of more than one year 
that meet this criteria, the add-on factor is subject to a floor of 0.5%; 

• Forwards, swaps, purchased options and similar derivative contracts not covered by any of 
the columns of the table above (apart from credit derivatives) are to be treated as "other 
commodities"; and 

• No potential future credit exposure would be calculated for single currency floating/floating 
interest rate swaps; the credit exposure on these contracts would be evaluated solely on the 
basis of their mark-to-market value. 
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122.  The methodology for the recognition of eligible collateral for such transactions is as defined in 
Section  4.1.5. 

123. Banks may net transactions for the purpose of calculating the counterparty credit RWAs for OTC 
derivatives subject to the following conditions: 

a) Banks may net transactions subject to novation under which any obligation between a bank 
and its counterparty to deliver a given currency on a given value date is automatically 
amalgamated with all other obligations for the same currency and value date, legally 
substituting one single amount for the previous gross obligations34. 

b) Banks may also net transactions subject to any legally valid form of bilateral netting not 
covered in (a), including other forms of novation. 

c) In both cases (a) and (b), a bank will need to satisfy the QCB that it has: 
(i) A netting contract or agreement with the counterparty which creates a single legal 

obligation, covering all included transactions, such that the bank would have either a 
claim to receive or obligation to pay only the net sum of the positive and negative mark-
to-market values of included individual transactions in the event a counterparty fails to 
perform due to any of the following: default, bankruptcy, liquidation or similar 
circumstances; 

(ii) Written and reasoned legal opinions that, in the event of a legal challenge, the relevant 
courts and administrative authorities would find the bank's exposure to be such a net 
amount under: 
• The law of the jurisdiction in which the counterparty is chartered and, if the foreign 

branch of a counterparty is involved, then also under the law of the jurisdiction in 
which the branch is located; 

• The law that governs the individual transactions; and 
• The law that governs any contract or agreement necessary to effect the netting. 
The QCB, after consultation when necessary with other relevant supervisors, must be 
satisfied that the netting is enforceable under the laws of each of the relevant 
jurisdictions; 

(iii) Procedures in place to ensure that the legal characteristics of netting arrangements are 
kept under review in the light of possible changes in relevant law. 

124. Contracts containing walk-away clauses will not be eligible for netting for the purpose of 
calculating capital requirements pursuant to these Instructions. A walk-away clause is a provision 
which permits a non-defaulting counterparty to make only limited payments, or no payment at all, 
to the estate of a defaulter, even if the defaulter is a net creditor. 

125. Credit exposure on bilaterally netted forward transactions will be calculated as the sum of the net 
mark-to-market replacement cost, if positive, plus an add-on based on the notional underlying 
principal. The add-on for netted transactions (ANet) will equal the weighted average of the gross 
add-on (AGross)35 and the gross add-on adjusted by the ratio of net current replacement cost to 
gross current replacement cost (NGR). This is expressed through the following formula: 

ANet=0.4*AGross+0.6*NGR*AGross 

34 Payments netting, which is designed to reduce the operational costs of daily settlements, will not be recognized since the 
counterparty's gross obligations are not in any way affected. 
35 A Gross equals the sum of individual add-on amounts (calculated by multiplying the notional principal amount by the appropriate 
add-on factors) of all transactions subject to legally enforceable netting agreements with one counterparty. 
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Where: 

NGR=level of net replacement cost/level of gross replacement cost for transactions subject to 
legally enforceable netting agreements36 

126. Once the bank has calculated the credit equivalent amounts for OTC derivatives (apart from credit 
derivatives) based on the guidelines within this section, they are to be risk weighted according to 
the counterparty type (as outlined in Section  4.1.1) after the application of eligible CRM (as 
outlined in Section  4.1.5). 

Counterparty Credit Risk for Credit Derivatives 

127. The treatment for credit derivatives is similar to the treatment for other OTC derivatives outlined 
above but with alterations to the add-on factors / CCFs and the resulting risk weights depending on 
the type and structure of the credit derivative. For the purpose of calculating the credit risk and 
counterparty credit risk, credit derivatives will be treated as follows: 

128. Single name credit derivatives in the banking book where the bank is selling protection will be 
subject to a 100% CCF on the notional amount of protection provided and will be risk weighted 
based on the underlying (as per the risk weights for individual claims outlined in Section  4.1.1). 

129. First to default credit derivatives in the banking book where the bank is selling protection will be 
subject to a 100% CCF on the notional amount of protection provided and, if the product is rated by 
an eligible ECAI, will be risk weighted based on the table below: 

External Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BBB- BB+ to BB- B+ and below 

Risk Weight 20% 50% 100% 350% 1250% 

If the product is not rated by an eligible ECAI, the risk weights of the assets included in the basket 
will be aggregated up to a maximum of 1250% and multiplied by the nominal amount of the 
protection provided to obtain the risk-weighted asset amount. 

130. Second to default credit derivatives in the banking book where the bank is selling protection will be 
subject to a 100% CCF on the notional amount of protection provided and, if the product is rated by 
an eligible ECAI, will be risk weighted based on the table above. If the product is not rated by an 
eligible ECAI, the risk weights of the assets included in the basket will be aggregated up to a 
maximum of 1250% and multiplied by the nominal amount of the protection provided to obtain the 
risk-weighted asset amount. However, in aggregating the risk weights of the assets the highest risk 
weighted asset may be excluded for second to default credit derivatives. Similarly for nth to default 
credit derivatives the (n-1) highest risk weighted assets may be excluded. 

131.  The credit equivalent amount for single name credit derivative transactions in the trading book 
(bought or sold) will be subject to the RW treatment as per paragraph  128. The credit equivalent 
amount will be calculated as the sum of: 

• The total “replacement cost” (obtained by marking to market) of all its contracts with 
positive value; and 

• An amount for potential future credit exposure (or “add on factor”) calculated on the basis 
of the total notional principal amount of its book as follows: 
 

36 Calculated on a counterparty by counterparty basis (i.e. for all transactions subject to a legally enforceable netting agreement with 
one counterparty).  
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 Protection buyer Protection seller 

Total Return Swap 

“Qualifying” reference obligation 5% 5% 

“Non – Qualifying” reference obligation 10% 10% 

Credit Default Swap 

“Qualifying” reference obligation 5% 5%** 

“Non – Qualifying” reference obligation 10% 10%** 

There will be no difference depending on residual maturity. The definition of “qualifying” is the same as for 
the “qualifying” category for the treatment of interest rate specific risk in paragraph  250. 

** 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. Add-on should then 
be capped to the amount of unpaid premiums. 

132. Where the credit derivative is a first to default transaction (bought or sold) in the trading book, the 
add-on (which is to be added to the replacement cost for calculating the credit equivalent amount) 
will be determined by the lowest credit quality underlying in the basket, i.e. if there are any non-
qualifying items in the basket, the non-qualifying reference obligation add-on should be used. For 
second and subsequent to default transactions, underlying assets should continue to be allocated 
according to the credit quality, i.e. the second lowest credit quality will determine the add-on for a 
second to default transaction etc. The RW to be applied is as per the RW outlined in paragraph  129 
and  130. 

133. The guidelines that relate to CRM (outlined in Section  4.1.5) and netting of transactions defined for 
other OTC derivatives (paragraphs  123 to  125) will apply in the same manner to credit derivatives. 
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Credit Valuation Adjustment (CVA) Risk Charge for OTC Derivatives 

134. In addition to the default risk capital requirements for counterparty credit risk outlined above, banks 
must add a capital charge to cover the risk of mark-to-market losses on the expected counterparty 
risk (such losses being known as credit value adjustments, CVA) to OTC derivatives. The CVA 
capital charge will be calculated in the manner set forth below and applies only to OTC derivatives 
(i.e. banks are not required to include in this capital charge securities financing transactions). Banks 
must calculate a portfolio capital charge (K) using the following formula: 

Where: 

• h is the one-year risk horizon (in units of a year), h = 1. 
• wi is the weight applicable to counterparty ‘i’. Counterparty ‘i’ must be mapped to one of 

the seven weights wi based on its external rating, as shown in the table below 
(paragraph  136). When a counterparty does not have an external rating, the bank must, 
subject to QCB approval, map the internal rating of the counterparty to one of the external 
ratings. 

• EADi
total is the exposure at default of counterparty ‘i’ (summed across its netting sets), 

including the effect of collateral as per the Current Exposure Method applicable to the 
calculation of counterparty risk capital charges for such counterparty by the bank. This 
exposure should be discounted by applying the factor (1-exp(-0.05*Mi))/(0.05*Mi). 

• Bi is the notional of purchased single name CDS hedges (summed if more than one position) 
referencing counterparty ‘i’, and used to hedge CVA risk. This notional amount should be 
discounted by applying the factor (1-exp(- 0.05* Mi

hedge))/(0.05* Mi
hedge). 

• Bind is the full notional of one or more index CDS of purchased protection, used to hedge 
CVA risk. This notional amount should be discounted by applying the factor (1-exp(-
0.05*Mind))/(0.05* Mind). 

• wind is the weight applicable to index hedges. The bank must map indices to one of the seven 
weights wi (outlined in the table in paragraph  136) based on the average spread of index 
‘ind’. 

• Mi is the effective maturity of the transactions with counterparty ‘i’. Mi is calculated as the 
notional weighted average maturity of the transactions (subject to a floor of 1 year). 

• Mi
hedge is the maturity of the hedge instrument with notional Bi (the quantities Mi

hedge.Bi are 
to be summed if these are several positions). 

• Mind is the maturity of the index hedge ‘ind’. In case of more than one index hedge position, 
it is the notional weighted average maturity. 

135. For any counterparty that is also a constituent of an index on which a CDS is used for hedging 
counterparty credit risk, the notional amount attributable to that single name (as per its reference 
entity weight) may, with QCB approval, be subtracted from the index CDS notional amount and 
treated as a single name hedge (Bi) of the individual counterparty with maturity based on the 
maturity of the index. 
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136. The following table outlines the weights (wi) required for the calculation above. The weights are 
based on the external rating of the counterparty: 

Rating Weight (wi) 

AAA 0.7% 

AA 0.7% 

A 0.8% 

BBB 1.0% 

BB 2.0% 

B 3.0% 

CCC 10.0% 

 

137. The capital charge for CVA outlined above may be converted to RWAs by multiplying the capital 
charge by 12.5. 

Adjustments to the credit equivalent exposure 

138. The total credit equivalent exposure for a given counterparty calculated under the current exposure 
method outlined in paragraphs  119 to  133 will be the greater of: 

i. Zero; and 

ii. The difference between the sum of credit equivalent exposures across all netting sets with the 
counterparty and the credit valuation adjustment (CVA) for that counterparty which has already 
been recognised by the bank as an incurred write-down (i.e. a CVA loss). This CVA loss is 
calculated without taking into account any offsetting debit valuation adjustments which have 
been deducted from capital under paragraph  7037. 

139. The reduction of the credit equivalent exposure (under the current exposure method) by incurred 
CVA losses will not apply to the determination of the CVA risk capital charge defined in 
paragraphs  134 to  139. 

4.1.4 Treatment for failed trades and non - DvP / PvP transactions 
140. Banks should continue to develop, implement and improve systems for tracking and monitoring the 

credit risk exposures arising from unsettled and failed transactions as appropriate for producing 
management information that facilitates action on a timely basis. 

141. Transactions settled through a delivery-versus-payment system (DvP)38, providing simultaneous 
exchanges of securities for cash, expose firms to a risk of loss on the difference between the 
transaction valued at the agreed settlement price and the transaction valued at current market price 
(i.e. positive current exposure). Transactions where cash is paid without receipt of the 
corresponding receivable (securities, foreign currencies, gold, or commodities) or, conversely, 

37 The incurred CVA loss deduced from exposures to determine outstanding EAD is the CVA loss gross of all debit value 
adjustments (DVA) which have been separately deducted from capital. To the extent DVA has not been separately deducted from a 
bank’s capital, the incurred CVA loss used to determine outstanding EAD will be net of such DVA. 
38 For the purpose of these Instructions, DvP transactions include payment-versus-payment (PvP) transactions. 
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deliverables were delivered without receipt of the corresponding cash payment (non-DvP, or free-
delivery) expose firms to a risk of loss on the full amount of cash paid or deliverables delivered. 
The current rules set out specific capital charges that address these two kinds of exposures. 

142. The following capital treatment is applicable to all transactions on securities, foreign exchange 
instruments, and commodities that give rise to a risk of delayed settlement or delivery. This 
includes transactions through recognised clearing houses that are subject to daily mark-to-market 
and payment of daily variation margins and that involve a mismatched trade. Repurchase and 
reverse-repurchase agreements as well as securities lending and borrowing that have failed to settle 
are excluded from this capital treatment39. 

143. In cases of a system wide failure of a settlement or clearing system, the QCB may use its discretion 
to waive capital charges until the situation is rectified. 

144. Failure of a counterparty to settle a trade in itself will not be deemed a default for purposes of credit 
risk under these Instructions. 

145. In applying a risk weight to failed free-delivery exposures banks are to apply the risk weights 
outlined in Section  4.1.1 or a consistent 100% risk weight. 

146. For DvP transactions, if the payments have not yet taken place five business days after the 
settlement date, banks must calculate a capital charge by multiplying the positive current exposure 
of the transaction by the appropriate factor, according to the table below: 

No. of working days after the agreed settlement date  Corresponding risk multiplier 

From 5 to 15 8% 

From 16 to 30 50% 

From 31 to 45 75% 

46 or more 100% 

 

147. For non-DvP transactions (i.e. free deliveries), after the first contractual payment/delivery leg, the 
bank that has made the payment will treat its exposure as a loan (subject to the risk weights outlined 
in Section  4.1.1) if the second leg has not been received by the end of the business day40. However, 
when exposures are not material, banks may choose to apply a uniform 100% risk-weight to these 
exposures, in order to avoid the burden of a full credit assessment. If five business days after the 
second contractual payment/delivery date the second leg has not yet effectively taken place, the 
bank that has made the first payment leg will risk weight at 1250% the full amount of the value 
transferred plus replacement cost, if any. This treatment will apply until the second payment / 
delivery leg is effectively made.  

39 All repurchase and reverse-repurchase agreements as well as securities lending and borrowing, including those that have failed to 
settle are treated in accordance with paragraph  117. 
40 If the dates when two payment legs are made are the same according to the time zones where each payment is made, it is deemed 
that they are settled on the same day. For example, if a bank in Tokyo transfers Yen on day X (Japan Standard Time) and receives 
corresponding US Dollar via CHIPS on day X (US Eastern Standard Time), the settlement is deemed to take place on the same value 
date. 
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4.1.5 Credit Risk Mitigation (CRM) 
148. This section sets out the recognition requirements, the CRM techniques recognised by the QCB 

(eligible collaterals, netting and guarantees) and the calculation of the adjusted weighted amount for 
exposures with recognised CRM techniques. 

149. The treatment set out in this section is applicable to banking book exposures and exposures in the 
trading book subject to counterparty credit risk which fulfil to the following conditions: 

• No transaction in which CRM techniques are used should receive a higher capital  
requirement than an otherwise identical transaction where such techniques are not used; 

• The effects of CRM will not be double counted. Therefore, no additional supervisory  
recognition of CRM for regulatory capital purposes will be granted on claims for which an  
issue-specific rating is used that already reflects that CRM;  

• All documentation used for CRM purposes must be binding on all parties and legally 
enforceable in all relevant jurisdictions. Banks must have conducted sufficient legal reviews 
to verify this and have a well-founded legal basis to reach this conclusion. Such reviews 
should be re-conducted whenever necessary to ensure continued enforceability of the 
documents; 

• The legal mechanism by which collateral is pledged or transferred must ensure that the bank 
has the right to liquidate or take legal possession of it, in a timely manner, in the event of the 
default, insolvency or bankruptcy (or one or more otherwise-defined credit events set out in 
the transaction documentation) of the counterparty (and, where applicable, of the custodian 
holding the collateral). Furthermore banks must take all steps necessary to fulfill those 
requirements under the law applicable to the bank’s interest in the collateral for obtaining 
and maintaining an enforceable security interest, e.g. by registering it with a registrar, or for 
exercising a right to net or set off in relation to title transfer collateral; 

• In order for collateral to provide protection, the credit quality of the counterparty and the 
value of the collateral must not have a material positive correlation. For example, securities 
issued by the counterparty ─ or by any related group entity ─ would provide little protection 
and so would be ineligible; 

• Banks must have clear and robust procedures for the timely liquidation of collateral to 
ensure that any legal conditions required for declaring the default of the counterparty and 
liquidating the collateral are observed, and that collateral can be liquidated promptly; and 

• Where the collateral is held by a custodian, banks must take reasonable steps to ensure that 
the custodian segregates the collateral from its own assets. 

150. The following types of CRM techniques are recognised for the reduction of the weighted amount of 
a credit exposure, provided that they fulfil the recognition conditions set out above: 

(i) Eligible Collateral: A collateralised transaction is one in which licensed banks have a credit 
exposure or potential credit exposure which is hedged in whole or in part by collateral 
posted by a counterparty or by a third party on behalf of the counterparty. 

(ii) On balance sheet netting: Where licensed banks have legally enforceable netting 
arrangements for loans and deposits they may calculate capital requirements on the basis of 
net credit exposures subject to the conditions set out below, and 

(iii)Guarantees: Where guarantees are direct, explicit, irrevocable and unconditional, and the 
Central Bank is satisfied that the licensed bank fulfils certain minimum operational 
conditions relating to risk management processes it may allow licensed banks to take 
account of such guarantees in calculating capital requirements. Only guarantees issued by 
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entities with a lower risk weight than the counterparty will lead to reduced capital charges. 
The uncovered portion, however, should retain the risk weight of the underlying 
counterparty. 

(i) Eligible collateral 

151. The following collateral types are eligible for recognition as CRM (instruments are required to be 
re-valued on a monthly basis (at minimum) to be eligible for CRM purposes): 

1. Cash (as well as certificates of deposit or comparable instruments issued by the lending 
bank) on deposit with the bank which is incurring the counterparty exposure41; 

2. Gold; 
3. Debt securities rated by a recognised ECAI (as outlined in paragraph  87) where these are 

either: 
• At least BB- when issued by sovereigns or PSEs that are treated as sovereigns by the 

QCB; or 
• At least BBB- when issued by other entities (including banks and securities firms); or 
• At least A-3/P-3 for short-term debt instruments. 

4. Debt securities not rated by a recognised ECAI where these are: 
• Issued by a bank; and 
• Listed on a recognised exchange; and 
• Classified as senior debt; and 
• All rated issues of the same seniority by the issuing bank must be rated at least BBB- or 

A-3/P-3 by a recognised ECAI (as outlined in paragraph  87); and 
• The bank holding the securities as collateral has no information to suggest that the issue 

justifies a rating below BBB- or A-3/P-3 (as applicable). 
5. Equities (including convertible bonds) that are included in a main index. 
6. Undertakings for Collective Investments in Transferable Securities (UCITS) and open-

ended mutual funds where exit is available at all times and where: 
• A price for the units is publicly quoted daily; and 
• The UCITS / mutual fund is limited to investing in the instruments listed in this 

paragraph. 
7. Equities (including convertible bonds) which are not included in a main index but which are 

listed on a recognised exchange and UCITS/mutual funds which include such equities. 
152. The capital requirement for a collateralised transaction (collateralized by eligible collateral outlined 

above) will be calculated based on the net credit exposure (E*) to a counterparty. In determining the 
net exposure, haircuts should be applied to the value of the gross exposure to the counterparty (He) 
and the value of any collateral received in support of the counterparty (Hc) to take account of future 
fluctuations in value (the applicable haircuts for He and Hc are outlined in paragraph  155). When 
the exposure and collateral are denominated in different currencies, an additional haircut (Hfx) will 
be applied to the collateral to make some allowance for future fluctuations in foreign exchange 
rates. In cases where there is a currency mismatch between the collateral and exposure but both 

41 When cash on deposit, certificates of deposit or comparable instruments issued by the lending bank are held as collateral at a third-
party bank in a non-custodial arrangement, if they are openly pledged/assigned to the lending bank and if the pledge/assignment is 
unconditional and irrevocable, the exposure amount covered by the collateral (after any necessary haircuts for currency risk) will receive 
the risk weight of the third-party bank. 
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currencies are either pegged to the same reference currency or one currency is pegged to the other, 
Hfx will be equal to zero (i.e. haircut for currency mismatch will not apply).   

153. The net credit exposure (to which the relevant risk weights outlined in Section  4.1.1 will be applied) 
will be calculated as follows: 

E* = max {0, [E x (1 + He) – C x (1 - Hc – Hfx)]} 

Where: 

E* = Net credit exposure (i.e. exposure value after CRM) 

E = Principal Amount, which is net of specific provisions, if any. 

For off-balance sheet, it is the credit equivalent amount 

He = Haircut appropriate to the underlying exposure (this will be zero for cash exposures) 

C = Value of the collateral before CRM 

Hc = Haircut appropriate to the collateral 

Hfx = Haircut appropriate for currency mismatch between the exposure and the collateral fixed at 
8%. 

154. Where the collateral is a basket of assets, the haircuts on the basket (Ha) will be calculated as: 

Ha = Σ ai x Hi 

where: 

ai = Weight of the asset in the basket 

Hi = Haircut applicable to that asset 

155. The following table outlines the standard haircuts to be applied in the calculations for CRM. The 
assumptions under the standard haircuts are daily mark-to-market, daily re-margining, and a 10-
business-day holding period. The haircuts as given below in percentages, apply to both the 
collateral value (Hc) as well as the value of the gross exposure to the counterparty (He). Exposure 
amount may vary where, for example, securities are being lent or where the bank is exposed to 
securities supported by collaterals. 

Issue rating for debt 
securities 

Residual maturity Sovereign issuers42 Other issuers Securitization 
exposures43 

AAA to AA-/A-1 

 

≤ 1 year 

 

0.5% 1% 2% 

>1 year, ≤ 5 years 2% 4% 8% 

> 5 years 4% 8% 16% 

A+ to BBB- / A-2 / 
A-3 / P-3 and unrated 
bank securities per 

≤ 1 year 1% 2% 4% 

>1 year, ≤ 5 years 3% 6% 12% 

42 This includes PSEs and MDBs subject to a 0% RW as outlined in Section 4.1.1. PSEs and MDBs not subject to the 0% RW will be 
included in “Other issuers”. 
43 Resecuritisation exposures are not considered as eligible collateral for CRM purposes. 
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paragraph  151 point 
4 

> 5 years 6% 12% 24% 

BB+ to BB- All 15% Not eligible Not eligible 

Main index equities  (including 
convertible bonds) and Gold 

15% 

Other equities (including convertible 
bonds) listed on a recognised exchange 

25% 

UCITS/Mutual funds Highest haircut applicable to any security in which the fund can invest 

Cash in the same currency44 0% 

 

156. For some transactions, depending on the nature and frequency of the revaluation and remargining 
provisions, different holding periods are appropriate. The framework for collateral haircuts 
distinguishes between repo-style transactions (i.e. repo/reverse repos and securities 
lending/borrowing), “other capital-market-driven transactions” (i.e. OTC derivatives transactions 
and margin lending) and secured lending. In capital-market-driven transactions and repo-style 
transactions, the documentation contains remargining clauses; in secured lending transactions, it 
generally does not.  

157. The minimum holding period for various products is summarised in the following table: 

Transaction type Minimum holding period Condition 

Repo-style transaction five business days daily remargining 

Other capital market transactions ten business days daily remargining 

Secured lending twenty business days daily revaluation 

 

158. When the frequency of remargining or revaluation is longer than the minimum, the minimum 
haircut numbers defined above will be scaled up depending on the actual number of business days 
between remargining or revaluation. the 10-business day haircuts provided in paragraph  155 will be 
the basis and this haircut will be scaled up or down depending on the type of transaction and the 
frequency of remargining or evaluation using the formula below: 

Where: 

H = Haircut 

H10 = 10 business day standard haircut defined in paragraph  155 

44 Eligible cash collateral as outlined in paragraph  151. 
43 
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NR = actual number of business days between remargining for capital market transactions or 
revaluation for secured transactions.  

TM = minimum holding period for the type of transaction  

159. For repo-style transactions where the following conditions are satisfied, and the counterparty is a 
core market participant (as defined in paragraph  160), a 0% collateral haircut on the underlying 
asset / securities will apply.  

• Both the exposure and the collateral are cash or a sovereign security or PSE security 
qualifying for a 0% risk weight for credit risk; 

• Both the exposure and the collateral are denominated in the same currency; 
• Either the transaction is overnight or both the exposure and the collateral are marked-to-

market daily and are subject to daily remargining;  
• Following a counterparty’s failure to remargin, the time that is required between the last 

mark-to-market before the failure to remargin and the liquidation of the collateral is 
considered to be no more than four business days;  

• The transaction is settled across a settlement system proven for that type of transaction; 
• The documentation covering the agreement is standard market documentation for repo-

style transactions in the securities concerned; 
• The transaction is governed by documentation specifying that if the counterparty fails to 

satisfy an obligation to deliver cash or securities or to deliver margin or otherwise 
defaults, then the transaction is immediately terminable; and  

• Upon any default event, regardless of whether the counterparty is insolvent or bankrupt, 
the bank has the unfettered, legally enforceable right to immediately seize and liquidate 
the collateral for its benefit.  

160. For the purpose of this section, core market participants will include the following entities: 

• Sovereigns, central banks and PSEs; 
• Banks and securities firms; 
• Other financial companies (including insurance companies) eligible for a 20% risk 

weight in the standardised approach for credit risk; 
• Regulated mutual funds that are subject to capital or leverage requirements; 
• Regulated pension funds; and 
• Recognised clearing organisations. 

161. The effects of bilateral netting agreements covering repo-style transactions will be  
recognised on a counterparty-by-counterparty basis if the agreements are legally enforceable  
in each relevant jurisdiction upon the occurrence of an event of default and regardless of  
whether the counterparty is insolvent or bankrupt. In addition, netting agreements must:  

• Provide the non-defaulting party the right to terminate and close-out in a timely manner 
all transactions under the agreement upon an event of default, including in the event of 
insolvency or bankruptcy of the counterparty;  

• Provide for the netting of gains and losses on transactions (including the value of any 
collateral) terminated and closed out under it so that a single net amount is owed by one 
party to the other; 

• Allow for the prompt liquidation or setoff of collateral upon the event of default; and 
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• Be, together with the rights arising from the provisions required in the bullet points 
above, legally enforceable in each relevant jurisdiction upon the occurrence of an event 
of default and regardless of the counterparty's insolvency or bankruptcy.  

162. Netting across positions in the banking and trading book will only be recognised when the netted 
transactions fulfil the following conditions:  

• All transactions are marked to market daily; and 
• The collateral instruments used in the transactions are recognised as eligible financial 

collateral in the banking book. 
163. The formula in paragraph  153 will be adapted to calculate the capital requirements for transactions 

with netting agreements. 

164. The framework below will apply to take into account the impact of master netting agreements. 

E* = max {0, [(∑(E) - ∑(C)) + ∑ (Es x Hs) +∑ (Efx x Hfx)]} 

Where: 

E* = the exposure value after risk mitigation 

E = current value of the exposure 

C = the value of the collateral received 

Es = absolute value of the net position in a given security 

Hs = haircut appropriate to Es 

Efx = absolute value of the net position in a currency different from the settlement currency 

Hfx = haircut appropriate for currency mismatch 

165. The intention here is to obtain a net exposure amount after netting of the exposures and collateral 
and have an add-on amount reflecting possible price changes for the securities  
involved in the transactions and for foreign exchange risk if any. The net long or short  
position of each security included in the netting agreement will be multiplied by the  
appropriate haircut. All other rules regarding the calculation of haircuts stated within this section 
equivalently apply for banks using bilateral netting agreements for repo-style transactions.  

(ii) On balance sheet netting 

166. Where a bank, 

a) Has a well-founded legal basis for concluding that the netting or offsetting agreement is 
enforceable in each relevant jurisdiction regardless of whether the counterparty is insolvent or 
bankrupt; 

b) Is able at any time to determine those assets and liabilities with the same counterparty that are 
subject to the netting agreement; 

c) Monitors and controls its roll-off risks; and 

d) Monitors and controls the relevant exposures on a net basis, 

it may use the net exposure of loans and deposits as the basis for its capital adequacy  
calculation in accordance with the formula in paragraph  167. Assets (loans) are treated as  
exposure and liabilities (deposits) as collateral. The haircuts will be zero except when a  
currency mismatch exists. A 10-business day holding period will apply when daily mark-to- 
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market is conducted and all the requirements contained in paragraphs  151,  158, and  173 to  
 175 will apply.  

167. The net credit exposure with a counterparty, adjusted for the CRM effect of a valid on-balance sheet 
netting agreement, is calculated using the following formula: 

Net credit exposure = max [0, assets - liabilities x (1 - Hfx)] 

Where: 

Hfx is the haircut, which is 8%, to be applied in the case of a currency mismatch between assets and 
liabilities. The haircut assumes a minimum holding period of 10-business days and a daily mark-to-
market. It should be adjusted according to the formula set out in paragraph  158 for a different 
minimum holding period and/or frequency of revaluation. In cases where there is a currency 
mismatch between the assets and liabilities but both currencies are either pegged to the same 
reference currency or one currency is pegged to the other, Hfx will be equal to zero (i.e. haircut for 
currency mismatch will not apply). 

(iii) Guarantees 

168. A guarantee (counter-guarantee) must represent a direct claim on the protection provider and must 
be explicitly referenced to specific exposures or a pool of exposures, so that the extent of the cover 
is clearly defined and incontrovertible. Other than non-payment by a protection purchaser of money 
due in respect of the credit protection contract it must be irrevocable; there must be no clause in the 
contract that would allow the protection provider unilaterally to cancel the credit cover or that 
would increase the effective cost of cover as a result of deteriorating credit quality in the hedged 
exposure. It must also be unconditional; there should be no clause in the protection contract outside 
the direct control of the bank that could prevent the protection provider from being obliged to pay 
out in a timely manner in the event that the original counterparty fails to make the payment(s) due. 

169. In addition to the legal certainty requirements above, in order for a guarantee to be recognised, the 
following conditions must be satisfied: 

• On the qualifying default/non-payment of the counterparty, the bank may in a timely 
manner pursue the guarantor for any monies outstanding under the documentation 
governing the transaction. The guarantor may make one lump sum payment of all 
monies under such documentation to the bank, or the guarantor may  assume  the  future  
payment  obligations  of  the  counterparty covered by the guarantee. The bank must 
have the right to receive any such payments from the guarantor without first having to 
take legal actions in order to pursue the counterparty for payment.  

• The guarantee is an explicitly documented obligation assumed by the guarantor. 
• Except as noted in the following sentence, the guarantee covers all types of payments 

the underlying obligor is expected to make under the documentation  
governing the transaction, for example notional amount, margin payments etc.  
Where  a  guarantee  covers  payment  of  principal  only,  interests  and  other  
uncovered payments should be treated as an unsecured amount.  

170. Credit protection given by the following entities will be recognised: 

• Sovereign entities, “Qatar Government entities” (as defined in paragraph  93), PSEs, 
banks and securities firms with a lower risk weight than the counterparty; 

• Other entities that are externally rated except when credit protection is provided to a 
securitisation exposure. This would include credit protection provided by parent, 
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subsidiary and affiliate companies when they have a lower risk weight than the obligor; 
and 

• when credit protection is provided to a securitisation exposure, other entities that 
currently are externally rated BBB- or better and that were externally rated A- or better 
at the time the credit protection was provided. This would include credit protection 
provided by parent, subsidiary and affiliate companies when they have a lower risk 
weight than the obligor. 

171. The protected portion is assigned the risk weight of the protection provider. The uncovered portion 
of the exposure is assigned the risk weight of the underlying counterparty.  

172. Where the credit protection in the form of the guarantee is denominated in a currency different from 
that in which the exposure is denominated — i.e. there is a currency mismatch — the amount of the 
exposure deemed to be protected will be reduced by the application of a haircut HFX, i.e.  

GA = G x (1 - Hfx)  

Where:  

Ga = The amount of the exposure covered by credit protection and adjusted for currency mismatch 

G = nominal amount of the credit protection 

Hfx = haircut appropriate for currency mismatch between the credit protection and underlying 
obligation. The appropriate haircut based on a 10-business day holding period will be applied (i.e. 
8%). The haircuts must be scaled up using the square root of time formula, depending on the 
frequency of revaluation of the credit protection as described in paragraph  158. In cases where there 
is a currency mismatch between the credit protection and underlying obligation but both currencies 
are either pegged to the same reference currency or one currency is pegged to the other, Hfx will be 
equal to zero (i.e. haircut for currency mismatch will not apply). 

Maturity Mismatch 

173. The maturity of the underlying exposure and the maturity of the hedge should both be defined 
conservatively. The effective maturity of the underlying should be gauged as the longest possible 
remaining time before the counterparty is scheduled to fulfil its obligation, taking into account any 
applicable grace period. For the hedge, embedded options which may reduce the term of the hedge 
should be taken into account so that the shortest possible effective maturity is used. Where a call is 
at the discretion of the protection seller, the maturity will always be at the first call date. If the call 
is at the discretion of the protection buying bank but the terms of the arrangement at origination of 
the hedge contain a positive incentive for the bank to call the transaction before contractual 
maturity, the remaining time to the first call date will be deemed to be the effective maturity. For 
example, where there is a step-up in cost in conjunction with a call feature or where the effective 
cost of cover increases over time even if credit quality remains the same or increases, the effective 
maturity will be the remaining time to the first call.  

174. Hedges with maturity mismatches are only recognized when their original maturities are greater 
than or equal to one year. As a result, the maturity of hedges for exposures with original maturities 
of less than one year must be matched to be recognised. In all cases, hedges with maturity 
mismatches will no longer be recognised when they have a residual maturity of three months or 
less.  

175. When there is a maturity mismatch with recognised CRM (eligible collateral,  
on-balance sheet netting and / or guarantees) the following adjustment will be applied.  

Pa = P × (t - 0.25) / (T – 0.25) 

47 
 



QCB Implementation Instructions – Basel III Framework for Conventional Banks  
 

Where:  

Pa = value of the credit protection adjusted for maturity mismatch 

P = credit protection (e.g. collateral amount, guarantee amount) adjusted for any haircuts 

t = min (T, residual maturity of the credit protection arrangement) expressed in years 

T = min (5, residual maturity of the exposure) expressed in years 

Treatment of pools of CRM techniques 

176. In the case where a bank has multiple CRM techniques covering a single exposure (e.g. a bank has 
both collateral and guarantee partially covering an exposure), the bank will be required to subdivide 
the exposure into portions covered by each type of CRM technique (e.g. portion covered by 
collateral, portion covered by guarantee) and the risk-weighted assets of each portion must be 
calculated separately. When credit protection provided by a single protection provider has differing 
maturities, they must be subdivided into separate protection as well.  

4.2 Credit Risk - Securitization Framework 

4.2.1 Scope and Definitions of Transactions Covered Under the Securitisation 
Framework  

177. Banks apply the securitisation framework for determining regulatory capital requirements on 
exposures arising from traditional and synthetic securitisations or similar structures that contain 
features common to both. Since securitisations may be structured in many different ways, the 
capital treatment of a securitisation exposure must be determined on the basis of its economic 
substance rather than its legal form. Similarly, the QCB will look to the economic substance of a 
transaction to determine whether it should be subject to the securitisation framework for purposes of 
determining regulatory capital. Banks are encouraged to consult with the QCB when there is 
uncertainty about whether a given transaction should be considered a securitisation.  

178. A traditional securitisation is a structure where the cash flow from an underlying pool of exposures 
is used to service at least two different stratified risk positions or tranches reflecting different 
degrees of credit risk. Payments to the investors depend upon the performance of the specified 
underlying exposures, as opposed to being derived from an obligation of the entity originating those 
exposures. The stratified / tranched structures that characterise securitisations differ from ordinary 
senior / subordinated debt instruments in that junior securitisation tranches can absorb losses 
without interrupting contractual payments to more senior tranches, whereas subordination in a 
senior / subordinated debt structure is a matter of priority of rights to the proceeds of liquidation.  

179. A synthetic securitisation is a structure with at least two different stratified risk positions or 
tranches that reflect different degrees of credit risk where credit risk of an underlying pool of 
exposures is transferred, in whole or in part, through the use of funded (e.g. credit-linked notes) or 
unfunded (e.g. credit default swaps) credit derivatives or guarantees that serve to hedge the credit 
risk of the portfolio. Accordingly, the investors’ potential risk is dependent upon the performance of 
the underlying pool.  

180. Banks’ exposures to a securitisation are hereafter referred to as “securitisation exposures”. 
Securitisation exposures can include but are not restricted to the following: asset-backed securities, 
mortgage-backed securities, credit enhancements, liquidity facilities, interest rate or currency 
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swaps, credit derivatives and tranched cover45. Reserve accounts, such as cash collateral accounts, 
recorded as an asset by the originating bank must also be treated as securitisation exposures. 

181. A resecuritisation exposure is 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. In addition, an exposure to one or more resecuritisation exposures is a 
resecuritisation exposure.  

182. Given the complexity of many securitisation transactions, banks are encouraged to consult with the 
QCB when there is uncertainty about whether a particular structured credit position should be 
considered a resecuritisation exposure. The QCB will consider the exposure’s economic substance 
when making a determination on whether a structured credit position is a resecuritisation exposure.  

183. Re-securitisation exposures include collateralised debt obligations (CDOs) of asset-backed 
securities (ABS) including, for example, a CDO backed by residential mortgage-backed securities 
(RMBS). Moreover, it also captures a securitisation exposure where the pool contains many 
individual mortgage loans and a single RMBS. This means that even if only one of the underlying 
exposures is a securitisation exposure, then any tranched position (such as senior or subordinated 
ABS) exposed to that pool is considered a re-securitisation exposure.  

184. Furthermore, when an instrument’s performance is linked to one or more re-securitisation 
exposures, generally that instrument is a re-securitisation exposure. Thus a credit derivative 
providing credit protection for a CDO squared tranche is a re-securitisation exposure.  

185. The definition of re-securitisation also applies to ABCP programmes. The ratings based risk 
weights outlined within this section include weightings for both securitisation and resecuritisation 
exposures.  

186. Underlying instruments in the pool being securitised may include but are not restricted to the 
following: loans, commitments, asset-backed and mortgage-backed securities, corporate bonds, 
equity securities, and private equity investments. The underlying pool may include one or more 
exposures. 

4.2.2 Definitions and General Terminology 
Originating bank 

187. For risk-based capital purposes, a bank is considered to be an originator with regard to a certain 
securitisation if it meets either of the following conditions: 

a) The bank originates directly or indirectly underlying exposures included in the 
securitisation; or 

b) The bank serves as a sponsor of an asset-backed commercial paper (ABCP) conduit or 
similar programme that acquires exposures from third-party entities. In the context of such 
programmes, a bank would generally be considered a sponsor and, in turn, an originator if it, 
in fact or in substance, manages or advises the programme, places securities into the market, 
or provides liquidity and/or credit enhancements.  

Asset-backed commercial paper (ABCP) programme 

188. An asset-backed commercial paper (ABCP) programme predominately issues commercial paper 
with an original maturity of one year or less that is backed by assets or other exposures held in a 
bankruptcy-remote, special purpose entity. 

45 Where the bank transfers a portion of the risk of an exposure in one or more tranches to a protection seller or sellers and retains 
some level of risk of the loan and the risk transferred and the risk retained are of different seniority, 
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Clean-up call 

189. A clean-up call is an option that permits the securitisation exposures (e.g. asset-backed securities) to 
be called before all of the underlying exposures or securitisation exposures have been repaid. In the 
case of traditional securitisations, this is generally accomplished by repurchasing the remaining 
securitisation exposures once the pool balance or outstanding securities have fallen below some 
specified level. In the case of a synthetic transaction, the clean-up call may take the form of a clause 
that extinguishes the credit protection.  

Credit enhancement 

190. A credit enhancement is a contractual arrangement in which the bank retains or assumes a 
securitisation exposure and, in substance, provides some degree of added protection to other parties 
to the transaction. 

Credit-enhancing interest-only strip 

191. A credit-enhancing interest-only strip (I/O) is an on-balance sheet asset that (i) represents a 
valuation of cash flows related to future margin income, and (ii) is subordinated. 

Early amortisation 

192. Early amortisation provisions are mechanisms that, once triggered, allow investors to be paid out 
prior to the originally stated maturity of the securities issued. For risk-based capital purposes, an 
early amortisation provision will be considered either controlled or non-controlled. A controlled 
early amortisation provision must meet all of the following conditions.  

a) The bank must have an appropriate capital/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, including the amortisation period, there is the 
same pro rata sharing of interest, principal, expenses, losses and recoveries based on the 
bank’s and investors’ relative shares of the receivables outstanding at the beginning of each 
month.  

c) The bank must set a period for amortisation that would be sufficient for at least 90% of the 
total debt outstanding at the beginning of the early amortisation period to have been repaid 
or recognised as in default; and  

d) The pace of repayment should not be any more rapid than would be allowed by straight-line 
amortisation over the period set out in criterion (c). 

193. An early amortisation provision that does not satisfy the conditions for a controlled early 
amortisation provision will be treated as a non-controlled early amortisation provision. 

Excess spread 

194. Excess spread is generally defined as gross finance charge collections and other income received by 
the trust or special purpose entity (SPE, specified in paragraph  196) minus certificate interest, 
servicing fees, charge-offs, and other senior trust or SPE expenses. 

Implicit support 

195. Implicit support arises when a bank provides support to a securitisation in excess of its 
predetermined contractual obligation. 

Special purpose entity (SPE) 

196. An SPE is a corporation, trust, or other entity organised for a specific purpose, the activities of 
which are limited to those appropriate to accomplish the purpose of the SPE, and the structure of 
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which is intended to isolate the SPE from the credit risk of an originator or seller of exposures. 
SPEs are commonly used as financing vehicles in which exposures are sold to a trust or similar 
entity in exchange for cash or other assets funded by debt issued by the trust.  

4.2.3 Operational Requirements for the Recognition of Risk Transference 
Operational requirements for traditional securitisations 

197. Originating banks are required to retain 5% of the total issuance of the securitization products to 
better align the interests of the originating banks and investors. An originating bank may exclude 
the sold portions of securitised exposures from the calculation of risk-weighted assets only if all of 
the following conditions have been met. Banks meeting these conditions must still hold regulatory 
capital against any securitisation exposures they retain. 

a) All credit risk associated with the securitised exposures has been transferred to third parties 
(for the portion that has been sold). 

b) The transferor does not maintain effective or indirect control over the transferred exposures.  
The assets are legally isolated from the transferor in such a way (e.g. through the sale of 
assets or through subparticipation) that the exposures are put beyond the reach of the 
transferor and its creditors, even in bankruptcy or receivership. These conditions must be 
supported by an opinion provided by a qualified legal counsel. The transferor is deemed to 
have maintained effective control over the transferred credit risk exposures if it: (i) is able to 
repurchase from the transferee the previously transferred exposures in order to realise their 
benefits; or (ii) is obligated to retain the risk of the transferred exposures. The transferor’s 
retention of servicing rights to the exposures will not necessarily constitute indirect control 
of the exposures.  

c) The securities issued are not obligations of the transferor. Thus, investors who purchase the 
securities only have claim to the underlying pool of exposures. 

d) The transferee is an SPE and the holders of the beneficial interests in that entity have the 
right to pledge or exchange them without restriction. 

e) Clean-up calls must satisfy the conditions set out in paragraph  200. 
f) The securitisation does not contain clauses that (i) require the originating bank to alter 

systematically the underlying exposures such that the pool’s weighted average credit quality 
is improved unless this is achieved by selling assets to independent and unaffiliated third 
parties at market prices; (ii) allow for increases in a retained first loss position or credit 
enhancement provided by the originating bank after the transaction’s inception; or (iii) 
increase the yield payable to parties other than the originating bank, such as investors and 
third-party providers of credit enhancements, in response to a deterioration in the credit 
quality of the underlying pool.  

Operational requirements for synthetic securitisations 

198. Originating banks are required to retain 5% of the total issuance of the securitization products to 
better align the interests of the originating banks and investors. For synthetic securitisations, the use 
of CRM techniques (i.e. collateral and guarantees) for hedging the underlying exposure may be 
recognised for risk-based capital purposes only if the conditions outlined below are satisfied: 

a) Credit risk mitigants must comply with the requirements as set out in Section  4.1.5. 
b) Eligible collateral is limited to that specified in paragraph  151. Eligible collateral pledged by 

SPEs may be recognised. 
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c) Eligible guarantors are defined in paragraph  170. Banks may not recognise SPEs as eligible 
guarantors in the securitisation framework. 

d) Banks must transfer all credit risk associated with the underlying exposure to third parties. 
e) The instruments used to transfer credit risk may not contain terms or conditions that limit 

the amount of credit risk transferred, such as those provided below:  
• Clauses that materially limit the credit protection or credit risk transference (e.g. 

significant materiality thresholds below which credit protection is deemed not to be 
triggered even if a credit event occurs or those that allow for the termination of the 
protection due to deterioration in the credit quality of the underlying exposures);  

• Clauses that require the originating bank to alter the underlying exposures to improve 
the pool’s weighted average credit quality; 

• Clauses that increase the banks’ cost of credit protection in response to deterioration in 
the pool’s quality; 

• Clauses that increase the yield payable to parties other than the originating bank, such as 
investors and third-party providers of credit enhancements, in response to a 
deterioration in the credit quality of the reference pool; and  

• Clauses that provide for increases in a retained first loss position or credit enhancement 
provided by the originating bank after the transaction’s inception.  

f) An opinion must be obtained from a qualified legal counsel that confirms the enforceability 
of the contracts in all relevant jurisdictions. 

g) Clean-up calls must satisfy the conditions set out in in paragraph  200. 
199. For synthetic securitisations, the effect of applying CRM techniques for hedging the underlying 

exposure is treated according to Section  4.1.5. In case there is a maturity mismatch, the capital 
requirement will be determined in accordance with paragraphs  173 to  175. When the exposures in 
the underlying pool have different maturities, the longest maturity must be taken as the maturity of 
the pool. 

Operational requirements and treatment of clean-up calls 

200. For securitisation transactions that include a clean-up call, no capital will be required due to the 
presence of a clean-up call if the following conditions are met: (i) the exercise of the clean-up call 
must not be mandatory, in form or in substance, but rather must be at the discretion of the 
originating bank; (ii) the clean-up call must not be structured to avoid allocating losses to credit 
enhancements or positions held by investors or otherwise structured to provide credit enhancement; 
and (iii) the clean-up call must only be exercisable when 10% or less of the original underlying 
portfolio, or securities issued remain, or, for synthetic securitisations, when 10% or less of the 
original reference portfolio value remains.  

201. Securitisation transactions that include a clean-up call that does not meet all of the criteria stated in 
paragraph  200 result in a capital requirement for the originating bank. For a traditional 
securitisation, the underlying exposures must be treated as if they were not securitised. 
Additionally, banks must not recognise in regulatory capital any gain-on-sale, as defined in 
paragraph  204. For synthetic securitisations, the bank purchasing protection must hold capital 
against the entire amount of the securitised exposures as if they did not benefit from any credit 
protection. If a synthetic securitisation incorporates a call (other than a clean-up call) that 
effectively terminates the transaction and the purchased credit protection on a specific date, the 
bank must treat the transaction in accordance with paragraph  199 and paragraphs  173 to  175.  
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202. If a clean-up call, when exercised, is found to serve as a credit enhancement, the exercise of the 
clean-up call must be considered a form of implicit support provided by the bank and must be 
treated in accordance with the supervisory guidance pertaining to securitisation transactions. 

4.2.4 Calculation of capital requirements 
203. Banks are required to hold regulatory capital against all of their securitization exposures, including 

those arising from the provision of CRM to a securitisation transaction, investments in asset-backed 
securities, retention of a subordinated tranche, and extension of a liquidity facility or credit 
enhancement, as set forth in the following sections. Repurchased securitisation exposures must be 
treated as retained securitisation exposures.  

204. Banks must deduct from CET1 any increase in equity capital resulting from a securitisation 
transaction, such as that associated with expected future margin income (FMI) resulting in a gain-
on-sale that is recognised in regulatory capital. Such an increase in capital is referred to as a “gain-
on-sale” for the purposes of the securitisation framework.  

205. When a bank provides implicit support to a securitisation, it must, at a minimum, hold capital 
against all of the exposures associated with the securitisation transaction as if they had not been 
securitised. Additionally, banks would not be permitted to recognise in regulatory capital any gain-
on-sale, as defined in paragraph  204. Furthermore, the bank is required to disclose publicly that (a) 
it has provided non-contractual support and (b) the capital impact of doing so. 

206. The following operational criteria concerning the use of ECAIs apply in the securitisation 
framework:  

a) To be eligible for risk-weighting purposes, the external credit assessment must take into 
account and reflect the entire amount of credit risk exposure the bank has with regard to all 
payments owed to it. For example, if a bank is owed both principal and interest, the 
assessment must fully take into account and reflect the credit risk associated with timely 
repayment of both principal and interest.  

b) The external credit assessments must be from an eligible ECAI as recognised by the QCB 
and the eligible credit assessment, procedures, methodologies, assumptions, and the key 
elements underlining the assessments must be publicly available on a non-selective basis 
and free of charge. In other words, a rating must be published in an accessible form and 
included in the ECAI’s transition matrix. Also, loss and cash-flow analysis as well as 
sensitivity of ratings to changes in the underlying ratings assumptions should be publicly 
available. Consequently, ratings that are made available only to the parties to a transaction 
do not satisfy this requirement. 

c) Eligible ECAIs must have a demonstrated expertise in assessing securitisations, which may 
be evidenced by strong market acceptance.  

d) A bank must apply external credit assessments from eligible ECAIs consistently across a 
given type of securitisation exposure. Furthermore, a bank cannot use the credit assessments 
issued by one ECAI for one or more tranches and those of another ECAI for other positions 
(whether retained or purchased) within the same securitisation structure that may or may not 
be rated by the first ECAI. Where two or more eligible ECAIs can be used and these assess 
the credit risk of the same securitisation exposure differently, paragraphs  88 to  90 will 
apply.  

e)  Where CRM is provided directly to an SPE by an eligible guarantor defined in 
paragraph  170 and is reflected in the external credit assessment assigned to a securitisation 
exposure(s), the risk weight associated with that external credit assessment should be used. 
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In order to avoid any double counting, no additional capital recognition is permitted. If the 
CRM provider is not recognised as an eligible guarantor in paragraph  170, the covered 
securitisation exposures should be treated as unrated.  

f) In the situation where a credit risk mitigant is not obtained by the SPE but rather applied to a 
specific securitisation exposure within a given structure (e.g. ABS tranche), the bank must 
treat the exposure as if it is unrated and then use the CRM treatment outlined in 
Section  4.1.5 to recognise the hedge.  

Risk weights 

207. The risk-weighted asset amount of a securitisation exposure is computed by multiplying the amount 
of the position by the appropriate risk weight determined in accordance with the following tables. 
For off-balance sheet exposures, banks must apply a CCF and then risk weight the resultant credit 
equivalent amount. If such an exposure is rated, a CCF of 100% must be applied. 

Long-term rating Securitisation exposures Resecuritisation exposures 

AAA to AA- 20% 40% 

A+ to A- 50% 100% 

BBB+ to BBB- 100% 225% 

BB+ to BB- 350% (or 1250% if originator) 650% (or 1250% if originator) 

B+ and below or unrated 1250% 1250% 

Short-term rating Securitisation exposures Resecuritisation exposures 

A-1/P-1 20% 40% 

A-2/P-2 50% 100% 

A-3/P-3 100% 225% 

All other ratings or unrated 1250% 1250% 

  

208. The capital treatment of positions retained by originators, liquidity facilities, credit risk mitigants, 
and securitisations of revolving exposures are identified separately. The treatment of clean-up calls 
is provided in paragraph  200 to  202.  

209. Third-party investors, as opposed to banks that serve as originators, are to risk weight securitisation 
exposures rated BB+ to BB- at 350% as per the table above. Originating banks as defined in 
paragraph  187 must risk weight all retained securitisation exposures rated below investment grade 
(i.e. BBB-) at 1250%. 

210. As noted in the tables above, unrated securitisation exposures must be risk weighted at 1250% with 
the following exceptions: (i) the most senior exposure in a securitisation, (ii) exposures that are in a 
second loss position or better in ABCP programmes and meet the requirements outlined in 
paragraph  213, and (iii) eligible liquidity facilities.  
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Treatment of unrated most senior securitisation exposures  

211. If the most senior exposure in a securitisation of a traditional or synthetic securitisation is unrated, a 
bank that holds or guarantees such an exposure may determine the risk weight by applying the 
“look-through” treatment, provided the composition of the underlying pool is known at all times. 
Banks are not required to consider interest rate or currency swaps when determining whether an 
exposure is the most senior in a securitisation for the purpose of applying the “look-through” 
approach.  

212. In the look-through treatment, the unrated most senior position receives the average risk weight of 
the underlying exposures subject to supervisory review. Where the bank is unable to determine the 
risk weights assigned to the underlying credit risk exposures, the unrated position must be risk 
weighted at 1250%.  

Treatment of exposures in a second loss position or better in ABCP programmes  

213. Risk weight of 1250% is not required for those unrated securitisation exposures provided by 
sponsoring banks to ABCP programmes that satisfy the following requirements: 

a) The 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 is the equivalent of investment grade or better; and 
c) The bank holding the unrated securitisation exposure does not retain or provide the first loss 

position.  
214. Where these conditions are satisfied, the risk weight is the greater of (i) 100% or (ii) the highest risk 

weight assigned to any of the underlying individual exposures covered by the facility.  

Risk weights for eligible liquidity facilities  

215. For eligible liquidity facilities as defined in paragraph  217 and where the conditions for use of 
external credit assessments in paragraph  206 are not met, the risk weight applied to the exposure’s 
credit equivalent amount is equal to the highest risk weight assigned to any of the underlying 
individual exposures covered by the facility. 

Credit conversion factors for off-balance sheet exposures 

216. For the purpose of calculating risk weighted assets, banks must determine whether, according to the 
criteria outlined below, an off-balance sheet securitisation exposure qualifies as an ‘eligible 
liquidity facility’ or an ‘eligible servicer cash advance facility’. All other off-balance sheet 
securitisation exposures will receive a 100% CCF.  
Eligible liquidity facilities  

217. Banks are permitted to treat off-balance sheet securitisation exposures as eligible liquidity facilities 
if the following minimum requirements are satisfied:  

a) The facility documentation must clearly identify and limit the circumstances under which it 
may be drawn. Draws under the facility must be limited to the amount that is likely to be 
repaid fully from the liquidation of the underlying exposures and any seller-provided credit 
enhancements. In addition, the facility must not cover any losses incurred in the underlying 
pool of exposures prior to a draw, or be structured such that draw-down is certain (as 
indicated by regular or continuous draws);  

b) The facility must be subject to an asset quality test that precludes it from being drawn to 
cover credit risk exposures that are in default. In addition, if the exposures that a liquidity 
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facility is required to fund are externally rated securities, the facility can only be used to 
fund securities that are externally rated investment grade at the time of funding;  

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

d) Repayment of draws on the facility (i.e. assets acquired under a purchase agreement or loans 
made under a lending agreement) must not be subordinated to any interests of any note 
holder in the programme (e.g. ABCP programme) or subject to deferral or waiver.  

218. Where these conditions are met, the bank may apply a 50% CCF to the eligible facility regardless of 
the maturity. However, if an external rating of the facility itself is used for risk-weighting the 
facility, a 100% CCF must be applied.  
Treatment of overlapping exposures  

219. A bank may provide several types of facilities that can be drawn under various conditions. The 
same bank may be providing two or more of these facilities. Given the different triggers found in 
these facilities, it may be the case that a bank provides duplicative coverage to the underlying 
exposures. In other words, the facilities provided by a bank may overlap since a draw on one 
facility may preclude (in part) a draw under the other facility. In the case of overlapping facilities 
provided by the same bank, the bank does not need to hold additional capital for the overlap. 
Rather, it is only required to hold capital once for the position covered by the overlapping facilities 
(whether they are liquidity facilities or credit enhancements). Where the overlapping facilities are 
subject to different conversion factors, the bank must attribute the overlapping part to the facility 
with the highest conversion factor. However, if overlapping facilities are provided by different 
banks, each bank must hold capital for the maximum amount of the facility.  

Eligible servicer cash advance facilities  
220. If contractually provided for, servicers may advance cash to ensure an uninterrupted flow of 

payments to investors so long as the servicer is entitled to full reimbursement and this right is senior 
to other claims on cash flows from the underlying pool of exposures. Such undrawn servicer cash 
advances or facilities that are unconditionally cancellable without prior notice are eligible for a 0% 
CCF.  

Treatment of credit risk mitigation for securitisation exposures 

221. The treatment below applies to a bank that has obtained a credit risk mitigant on a securitisation 
exposure. Credit risk mitigants include guarantees, collateral and on-balance sheet netting. 
Collateral in this context refers to that used to hedge the credit risk of a securitisation exposure 
rather than the underlying exposures of the securitisation transaction.  

222. When a bank other than the originator provides credit protection to a securitisation exposure, it must 
calculate a capital requirement on the covered exposure as if it were an investor in that 
securitisation. If a bank provides protection to an unrated credit enhancement, it must treat the 
credit protection provided as if it were directly holding the unrated credit enhancement.  

Collateral  
223. Eligible collateral is limited to that outlined in Section  4.1.5. Collateral pledged by SPEs may be 

recognised.  
Guarantees  

224. Credit protection provided by the entities listed in paragraph  170 may be recognised. SPEs cannot 
be recognised as eligible guarantors. 
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225. Where guarantees fulfil the minimum operational conditions as specified in Section  4.1.5, banks can 
take account of such credit protection in calculating capital requirements for securitisation 
exposures. 

226. Capital requirements for the guaranteed portion will be calculated according to the approach for 
CRM outlined in Section  4.1.5.  

Maturity mismatches  
227. For the purpose of setting regulatory capital against a maturity mismatch, the capital requirement 

will be determined in accordance with paragraphs  173 to  175. When the exposures being hedged 
have different maturities, the longest maturity must be used.  

Capital requirement for early amortisation provisions 

228. As described below, an originating bank is required to hold capital against all or a portion of the 
investors’ interest (i.e. against both the drawn and undrawn balances related to the securitised 
exposures) when: 

a) It sells exposures into a structure that contains an early amortisation feature; and 
b) The exposures sold are of a revolving nature. These involve 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). 

229. The capital requirement should reflect the type of mechanism through which an early amortisation 
is triggered. 

230. For securitisation structures wherein the underlying pool comprises revolving and term exposures, a 
bank must apply the relevant early amortisation treatment (outlined below in paragraphs  232 to  243) 
to that portion of the underlying pool containing revolving exposures.  

231. Banks are not required to calculate a capital requirement for early amortisations in the following 
situations: 

a) Replenishment structures where the underlying exposures do not revolve and the early 
amortisation ends the ability of the bank to add new exposures;  

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 originating 
bank);  

c) Structures where a bank securitises one or more credit line(s) and where investors remain 
fully exposed to future draws by borrowers even after an early amortisation event has 
occurred;  

d) The early amortisation clause is solely triggered by events not related to the performance of 
the securitised assets or the selling bank, such as material changes in tax laws or regulations.  

Maximum capital requirement  
232. For a bank subject to the early amortisation treatment, the total capital charge for all of its positions 

will be subject to a maximum capital requirement (i.e. a ‘cap’) equal to the greater of (i) that 
required for retained securitisation exposures, or (ii) the capital requirement that would apply had 
the exposures not been securitised. In addition, banks must deduct (from CET1) the entire amount 
of any gain-on-sale and risk weight credit enhancing I/Os arising from the securitisation transaction 
at 1250%.  
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Mechanics  
233. The originator’s capital charge for the investors’ interest is determined as the product of (a) the 

investors’ interest, (b) the appropriate CCF (as discussed below), and (c) the risk weight appropriate 
to the underlying exposure type, as if the exposures had not been securitised. As described below, 
the CCFs depend upon whether the early amortisation repays investors through a controlled or non-
controlled mechanism. They also differ according to whether the securitised exposures are 
uncommitted retail credit lines (e.g. credit card receivables) or other credit lines (e.g. revolving 
corporate facilities). A line is considered uncommitted if it is unconditionally cancellable without 
prior notice.  

Determination of CCFs for controlled early amortisation features 

234. An early amortisation feature is considered controlled when the definition as specified in 
paragraph  192 is satisfied.  
Uncommitted retail exposures  

235. For uncommitted retail credit lines (e.g. credit card receivables) in securitisations containing 
controlled early amortisation features, banks must compare the three-month average excess spread 
defined in paragraph  194 to the point at which the bank is required to trap excess spread as 
economically required by the structure (i.e. excess spread trapping point).  

236. In cases where such a transaction does not require excess spread to be trapped, the trapping point is 
deemed to be 4.5 percentage points.  

237. The bank must divide the excess spread level by the transaction’s excess spread trapping point to 
determine the appropriate segments and apply the corresponding conversion factors, as outlined in 
the following table.  

Controlled early amortization features 
 Uncommitted Committed 

Retail credit lines 3-month average excess spread  
Credit Conversion Factor (CCF) 
133.33% of trapping point or more  
 0% CCF  
less than 133.33% to 100% of trapping  
point  
 1% CCF  
less than 100% to 75% of trapping 
point 
 2% CCF  
less than 75% to 50% of trapping point  
 10% CCF  
less than 50% to 25% of trapping point  
 20% CCF  
less than 25% 
 40% CCF 

90% CCF 

Non-retail credit lines 90% CCF 90% CCF 

238. Banks are required to apply the conversion factors set out above for controlled mechanisms to the 
investors’ interest referred to in paragraph  233.  

Other exposures  
239. All other securitised revolving exposures (i.e. those that are committed and all non-retail exposures) 

with controlled early amortisation features will be subject to a CCF of 90% against the off-balance 
sheet exposures. 
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Determination of CCFs for non-controlled early amortisation features 

240. Early amortisation features that do not satisfy the definition of a controlled early amortisation as 
specified in paragraph  192 will be considered non-controlled and treated as follows.  

Uncommitted retail exposures  
241. For uncommitted retail credit lines (e.g. credit card receivables) in securitisations containing non-

controlled early amortisation features, banks must make the comparison described in 
paragraphs  235 and  236.  

242. The bank must divide the excess spread level by the transaction’s excess spread trapping point to 
determine the appropriate segments and apply the corresponding conversion factors, as outlined in 
the following table:  

Non-controlled early amortization features 
 Uncommitted Committed 

Retail credit lines 3-month average excess spread  
Credit Conversion Factor (CCF) 
133.33% or more of trapping point  
 0% CCF  
less than 133.33% to 100% of trapping  
point  
 5% CCF  
less than 100% to 75% of trapping 
point 
 15% CCF  
less than 75% to 50% of trapping point  
 50% CCF  
less than 50% of trapping point  
 100% CCF 

100% CCF 

Non-retail credit lines 100% CCF 100% CCF 

Other exposures 
243. All other securitised revolving exposures (i.e. those that are committed and all non-retail exposures) 

with non-controlled early amortisation features will be subject to a CCF of 100% against the off-
balance sheet exposures. 
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4.3 Market Risk Weighted Assets 
244. This section sets out the framework to be adopted by banks to quantify their market risk for 

calculating market risk weighted assets or the capital charge for market risk (market risk weighted 
assets = 12.5 × capital charge for market risk). The risks subject to capital charges for market risk 
will include the following: 

• Interest rate risk related to the financial instruments that are incorporated in the trading book 
(refer to Annex 6 for the definition of the trading book); 

• Risk of equity instruments positions relative to the financial instruments incorporated in the 
trading book; 

• Risk of foreign currency exchange rate throughout the bank; 
• Commodity positions risk throughout the bank; and 
• Option contracts risk. 

4.3.1 Interest Rate Risk 
245. This section describes the framework for measuring the risk of holding or taking positions in debt 

securities and other interest rate related instruments in the trading book (including on and off 
balance sheet items apart from options which are dealt with in Section  4.3.5). The instruments 
covered include all fixed-rate and floating-rate debt securities and instruments that behave like 
them, including non-convertible preference shares.  Convertible bonds, i.e. debt issues or preference 
shares that are convertible, at a stated price, into common shares of the issuer, will be treated as 
debt securities if they trade like debt securities and as equities if they trade like equities. The basis 
for dealing with derivative products is considered in paragraph  251 below. 

246. The minimum capital requirement is expressed in terms of two separately calculated charges, one 
applying to the “specific risk” of each security, whether it is a short or a long position, and the other 
to the interest rate risk in the portfolio (termed “general market risk”) where long and short 
positions in different securities or instruments can be offset. 

Interest Rate Risk - Specific Risk 

247. The specific market risk charge applies to all on-and-off balance sheet trading book interest rate 
positions except for derivative contracts that are not based on an underlying instrument. For 
example, where an interest rate swap is based on an interest rate index (e.g. LIBOR), there will not 
be a specific risk charge. However, a futures contract based on a corporate bond will generate a 
specific risk charge. 

248. In measuring specific risk charge, the value to be used is the total absolute values for the long and 
short positions. Long and short positions can be netted only if the financial instruments are deemed 
identical. The financial instruments are deemed identical when the issuer is the same, they possess 
the same preferential rights in case of liquidation, and when the currency used, the distributions and 
the date of maturity are identical.   

249. The specific risk charge for on-balance sheet interest rate positions, whether long or short, is 
calculated by multiplying the market value of the debt positions by the specific risk factors in the 
table below that correspond to the category and residual term of the debt instrument: 
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Categories External credit 
assessment 

Specific risk capital charge 

Qatar Government (local 
and foreign currency) 

N/A 0% 

Other Governments AAA to AA- 
A+ to BBB- 
 
 
 
BB+ to B- 
Below B- 
Unrated 

0% 
0.25% (residual term to final maturity 6 months or less) 
1.00% (residual term to final maturity greater than 6 and up 
to and including 24 months) 
1.60% (residual term to final maturity exceeding 24 months) 
8.00% 
12.00% 
8.00% 

Qualifying (as defined in 
paragraph  250) 

 0.25% (residual term to final maturity 6 months or less) 
1.00% (residual term to final maturity greater than 6 and up 
to and including 24 months) 
1.60% (residual term to final maturity exceeding 24 months) 

Other 
 

AAA to AA- 1.60% 

A+ to A- 4.00% 

BBB+ to BB- 8.00% 

Below BB- 12.00% 

Unrated 8.00% 

250. The “Qualifying” category includes securities issued by PSEs and MDBs, plus other securities that 
are rated investment grade and above (i.e. BBB- and above) by at least two of the following 
approved ECAIs (in addition to any other rating agency approved by the QCB): 

• S&P; 
• Moody’s; 
• Fitch; and 
• Capital Intelligence. 

In cases where the security is rated by only 1 agency but meets all other criteria to be included in 
the “Qualifying” category, it may be included subject to QCB approval. Furthermore, subject to 
QCB approval, the “Qualifying” category may include securities issued by institutions that are 
deemed to be equivalent to investment grade and subject to supervisory and regulatory 
arrangements comparable to those under these Instructions. 

251. The specific risk charges for derivative contracts (apart from options) is to be calculated by 
multiplying the market value of the effective notional amount of the debt instrument that underlies 
an interest rate swap, future or forward by the specific risk factors (as per the table in paragraph  249 
above) that correspond to the category and residual term of the underlying debt instrument. Banks 
may exclude from the interest maturity framework (for specific and general market risk) long and 
short positions in instruments that are deemed identical. Financial instruments are deemed identical 
when the issuer is the same, they possess the same preferential rights in case of liquidation, and 
when the currency used, the distributions and the date of maturity are identical. 

252. The specific risk charges for securitization positions held in the trading book is to be based on the 
table below: 
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Credit 
Assessment 

AAA to AA- A+ to A- BBB+ to BBB- BB+ to BB- 
Below BB- or 
Unrated 

Securitization 
exposures 

1.6% 4% 8% 28% 100% 

Resecuritization 
exposures 

3.2% 8% 18% 52% 100% 

 

Interest Rate Risk - General Risk (Maturity Method) 

253. In the maturity method for general interest rate risk, long or short positions in debt securities and 
other sources of interest rate exposures including derivative instruments (based on the underlying) 
are to be slotted into zones and time bands based on residual maturity and coupon (as per the table 
below): 

Zone Time bands - Coupon 3% 
or more 

Time bands - Coupon less 
than 3% 

Risk weight Assumed change in 
yield 

Zo
ne

 1
 up to 1 month up to 1 month 0.00% 1.00 

Over 1 up to 3 months Over 1 up to 3 months 0.20% 1.00 

Over 3 up to 6 months Over 3 up to 6 months 0.40% 1.00 

Over 6 months up to 1 year Over 6 months up to 1 year 0.70% 1.00 

  

Zo
ne

 2
 Over 1 up to 2 years Over 1 up to 1.9 years 1.25% 0.90 

Over 2 up to 3 years Over 1.9 up to 2.8 years 1.75% 0.80 

Over 3 up to 4 years Over 2.8 up to 3.6 years 2.25% 0.75 

  

Zo
ne

 3
 

Over 4 up to 5 years Over 3.6 up to 4.3 years 2.75% 0.75 

Over 5 up to 7 years Over 4.3 up to 5.7 years 3.25% 0.70 

Over 7 up to 10 years Over 5.7 up to 7.3 years 3.75% 0.65 

Over 10 up to 15 years Over 7.3 up to 9.3 years 4.50% 0.60 

Over 15 up to 20 years Over 9.3 up to 10.6 years 5.25% 0.60 

Over 20 years Over 10.6 up to 12 years 6.00% 0.60 

 Over 12 up to 20 years 8.00% 0.60 

 Over 20 years 12.50% 0.60 

    

254. Fixed rate instruments should be allocated according to the residual term to maturity and floating-
rate instruments according to the residual term to the next re-pricing date. Opposite positions of the 
same amount can be omitted from these calculations when the issuer is the same, they possess the 
same preferential rights in case of liquidation, and when the currency used, the distributions and the 
date of maturity are identical. 

255. The first step in the calculation is to weight the positions (long and short separately) in each time-
band by a risk weight designed to reflect the price sensitivity of those positions to assumed changes 
in interest rates. The risk weights for each time-band are set out in the table above. 

256. The next step in the calculation is to offset the risk weighted longs and shorts within each time-
band, resulting in a single short or long position for each band. The amount offset is referred to as 
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the “matched position” and the amount remaining that is not offset, the net long or short position, is 
referred to as the “unmatched position” (e.g. if the sum of the risk weighted longs within a time 
band is QAR 100 million and the sum of the weighted shorts within the same time band is QAR 90 
million, the “matched position” is QAR 90 million and QAR 10 million is the “unmatched 
position”). A 10% capital charge to reflect basis risk and gap risk will be applied to the matched 
position, be it long or short (i.e. as per the example, capital charge = 10% X QAR 90 million = 
QAR 9 million).  

257. The result of the above calculations is to produce two sets of risk weighted positions, the net long or 
short positions in each time-band i.e. the unmatched positions (QAR 10 million long in the example 
above) and the matched positions, which have no sign (QAR 90 million in the example above). In 
respect to the remaining unmatched positions, banks will be allowed to conduct two rounds of 
additional offsetting as follows: 

1. First between the remaining unmatched / net positions within each of three zones and 
subject to a capital charge as follows: 

i. Matched weighted positions within zone 1 x 40% 
ii. Matched weighted positions within zone 2 x 30% 

iii. Matched weighted positions within zone 3 x 30%  
2. Subsequently between the remaining unmatched / net positions across the three different 

zones (in the order defined below) and subject a capital charge as follows:  
i. Matched weighted positions between zones 1 and 2 x 40% 

ii. Matched weighted positions between zones 2 and 3 x 40% 
iii. Matched weighted positions between zones 1 and 3 x 100%. 

258. The absolute value of the sum of the remaining unmatched positions will be subject to a 100% 
capital charge. The total capital requirement for general interest rate risk will be equal to the sum of 
the capital charge outlined in paragraph  255,  256 and  257. 

4.3.2 Equity Position Risk 
259. The capital requirement for equity position risk applies to all equity positions in the trading book 

(excluding options). The instruments covered include, but are not limited to the following: 

• Ordinary shares; 
• Convertible securities that behave like equities; 
• Depository receipts (these should be converted into the underlying shares and allocated to 

the same country as the underlying shares); 
• Any other instruments exhibiting equity characteristics or which the bank believes carries 

equity risk; and 
• Equity derivatives or derivatives based on above securities. 

260. In order to compute capital charge for equity position risk, equity positions should first be allocated 
to the country in which each equity is listed. Where an equity is listed in more than one country, one 
country should be chosen and used consistently. Conversion into QAR should be done at spot 
foreign exchange rates using mid market prices. 

Equity Position Risk – Specific and General Risk 

261. The capital requirement for equities is expressed in terms of two separately calculated charges for 
the “specific risk” of holding a long or short position in an individual equity and for the “general 
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market risk” of holding a long or short position in the market as a whole. Specific risk is defined as 
the bank’s gross equity positions (i.e. the sum of all long equity positions and of all short equity 
positions) and general market risk as the difference between the sum of the longs and the sum of the 
shorts (i.e. the overall net position in an equity market).The long or short position in the market 
must be calculated on a market-by-market basis, i.e. a separate calculation has to be carried out for 
each national market in which the bank holds equities. 

262. Equity derivatives and off-balance-sheet positions which are affected by changes in equity prices 
should be included in the measurement system.  This includes futures and swaps on both individual 
equities and on stock indices. The derivatives are to be converted into positions in the relevant 
underlying. In order to calculate the specific and general market risk capital charge, positions in 
derivatives should be converted into notional equity positions: 

• Futures and forward contracts relating to individual equities should in principle be reported 
at current market prices; 

• Futures relating to stock indices should be reported as the marked-to-market value of the 
notional underlying equity portfolio; and 

• Equity swaps are to be treated as two notional positions. 
263. Matched positions in each identical equity or stock index in each market may be fully offset, 

resulting in a single net short or long position to which the specific and general market risk charges 
will apply. For example, a future in a given equity may be offset against an opposite cash position 
in the same equity. 

264. The capital charge for equities risk is the sum of the following: 

• A specific risk charge of 8% of the gross position (i.e. sum of the absolute value of all short 
equity positions and all long equity positions, including derivatives), calculated for each 
country; and 

• A general risk charge of 8% of the net position (i.e. long minus short position), calculated 
for each country. 

4.3.3 Foreign Exchange (FX) Risk 
265. The capital requirement for FX risk applies to the FX risk throughout the entire business (i.e., both 

trading and banking book) and gold. In order to calculate the capital charge for FX risk, the net 
position in each foreign currency46 and gold should be converted into QAR at spot rates using mid 
market prices. 

266. The capital charge for foreign exchange risk is 8% of the sum of the following: 

• The greater of the sum of the net open short positions or the sum of the net open long 
positions (absolute values); and 

• The net open position in gold, either long or short, regardless of sign. 
267. The bank’s net open position in each foreign currency should be calculated by summing:  

• The net spot position (i.e. all asset items less all liability items, including accrued interest, 
denominated in the currency in question);  

46 For the purpose of these calculations, “foreign currencies” do not include currencies that are pegged to the USD if the rating of the 
respective sovereign is AAA to AA-. The net open position in such currencies will not be subject to a capital charge for FX risk. 
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• The net forward position (i.e. all amounts to be received less all amounts to be paid under 
forward foreign exchange transactions, including currency futures and the principal on 
currency swaps not included in the spot position);  

• Guarantees (and similar instruments) that are certain to be called and are likely to be 
irrecoverable; 

• Net future income/expenses not yet accrued but already fully hedged (at the discretion 
of the reporting bank); and 

• Depending on particular accounting conventions in different countries, any other item 
representing a profit or loss in foreign currencies. 

268. Three aspects call for more specific comment: the treatment of interest, other income and expenses; 
the measurement of forward currency positions and gold; and the treatment of “structural” 
positions. 

The treatment of interest, other income and expenses  

269. Interest accrued (i.e. earned but not yet received) should be included as a position. Accrued 
expenses should also be included. Unearned but expected future interest and anticipated expenses 
may be excluded unless the amounts are certain and banks have taken the opportunity to hedge 
them. If banks include future income/expenses they should do so on a consistent basis, and not be 
permitted to select only those expected future flows which reduce their position. 

The measurement of forward currency and gold positions  

270. Forward currency and gold positions will normally be valued at current spot market exchange rates. 
Using forward exchange rates would be inappropriate since it would result in the measured 
positions reflecting current interest rate differentials to some extent. However, banks which base 
their normal management accounting on net present values are expected to use the net present 
values of each position, discounted using current interest rates and valued at current spot rates, for 
measuring their forward currency and gold positions. 

The treatment of structural positions  

271. A matched currency position will protect a bank against loss from movements in exchange rates, 
but will not necessarily protect its capital adequacy ratio. If a bank has its capital denominated in its 
domestic currency and has a portfolio of foreign currency assets and liabilities that is completely 
matched, its capital/asset ratio will fall if the domestic currency depreciates. By running a short 
position in the domestic currency the bank can protect its capital adequacy ratio, although the 
position would lead to a loss if the domestic currency were to appreciate. Any positions which a 
bank has deliberately taken in order to hedge partially or totally against the adverse effect of the 
exchange rate on its capital ratio may be excluded from the calculation of net open currency 
positions, subject to each of the following conditions being met: 

• The concerned bank provides adequate documentary evidence to the QCB which establishes 
the fact that the positions proposed to be excluded are, indeed, of a structural, i.e. non-
dealing, nature and are merely intended to protect the bank's CAR. For this purpose, the 
QCB may ask for written representations from the bank's management or directors; and  

• Any exclusion of a position is consistently applied, with the treatment of the hedge 
remaining the same for the life of the associated assets or other items. 

272. No capital charge need apply to positions related to items that are deducted from a bank’s capital 
when calculating its capital base, such as investments in non-consolidated subsidiaries, nor to other 
long-term participations denominated in foreign currencies which are reported in the published 
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accounts at historic cost. These may also be treated as structural positions (defined in the paragraph 
above). 

273. Under this method, the nominal amount (or net present value) of the net position in each foreign 
currency and in gold is to be converted at spot rates into the reporting currency47. The overall net 
open position is measured by aggregating: 

• The sum of the net short positions or the sum of the net long positions, whichever is the 
greater; plus 

• The net position (short or long) in gold, regardless of sign. The capital charge will be 8% of 
the overall net open position (see example below). 

Example of the method for calculating foreign exchange risk capital charge 
YEN EUR GB£ CA$ US$ GOLD 

+ 50 + 100 + 150 - 20 - 180 - 35 

+ 300 - 200 35 

The capital charge would be 8% of the higher of either the net long currency positions or the net short currency 
positions (i.e. 300) and of the net position in gold (i.e. 35) = 335 x 8% = 26.8.  

4.3.4 Commodities Risk 
274. The capital requirement for commodities risk covers the market risk of holding or taking positions 

in commodities including precious metals but excluding gold (as it is treated as a foreign currency) 
and commodity options. The capital requirement applies to the commodities risk of the entire 
business (i.e., both the trading and banking book). 

275. A commodity is defined as a physical product which is or can be traded on a secondary market, e.g. 
agricultural products, minerals (including oil) and precious metals (excluding gold). The capital 
charge for commodities risk should be measured using either the simplified approach or the 
maturity ladder approach as outlined below. 

Simplified Approach 

276. The capital charge for commodity risk under the simplified approach should be calculated as 
follows: 

• First each long and short commodity position (spot and forward) should be expressed in 
terms of the standard unit of measurement (such as barrels, kilos or grams). The open 
position in each commodity should then be converted at spot rates into QAR, and the long 
and short positions should be offset to arrive at the net open position in each commodity; 

• Positions in different commodities should not be offset; 
• Commodity derivatives should be converted into notional commodity positions using the 

mid-market spot price. 
• The capital charge for commodities risk is the sum of: 

o 15% of net open position in each commodity; and 

47 Where the bank is assessing its foreign exchange risk on a consolidated basis, it may be technically impractical in the case of some 
marginal operations to include the currency positions of a foreign branch or subsidiary of the bank. In such cases the internal limit in 
each currency may be used as a proxy for the positions. Provided there is adequate ex post monitoring of actual positions against 
such limits, the limits should be added, without regard to sign, to the net open position in each currency. 
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o 3% of gross position (long position plus absolute value of short position) in each 
commodity. 

Maturity Ladder Approach 

277. The capital charge for commodity risk under the maturity ladder approach should be calculated as 
follows: 

• First each long and short commodity position (spot and forward) should be expressed in 
terms of the standard unit of measurement (such as barrels, kilos, or grams). The open 
position in each commodity should then be converted at spot rates into QAR (commodity 
derivatives should be converted into notional commodity positions using the mid-market 
spot price). Commodity derivatives are to be converted as per paragraph  276 above. 

• The long and short commodity position should be distributed into the time bands of the 
maturity ladder outlined in the table below (a separate maturity ladder must be constructed 
for each commodity and capital requirements must be calculated for each commodity 
separately): 

Time-bands and spread rates 
Time-band Spread rate 

0- 1 month 1.5% 

Over 1 month to up to 3 months 1.5% 

Over 3 months to up to 6 months 1.5% 

Over 6 months to up to 12 months 1.5% 

Over 1 year to up to 2 years 1.5% 

Over 2 years to up to 3 years 1.5% 

Over 3 years 1.5% 

• The capital requirements will be calculated as follows: 
i. All long and short positions are to be placed into the appropriate time-bands and the 

positions should be matched (similar to the calculations for interest rate risk). The 
sum of the matched long and short positions in each time bands should then be 
multiplied by the appropriate spread rate for that band outlined in the table above. 

ii. The residual unmatched position should then be carried forward to offset exposures 
in time bands that are further out. A capital charge of 0.6% should be applied in 
respect of each time that the unmatched position is carried forward (e.g. if an 
unmatched position in the 0-1 month time band is carried forward to offset the 
unmatched position in the 3-6 month time band that is 2 bands further, the resulting 
matched position is to be multiplied by 2 and then multiplied by 0.6%). 

iii. At the end of the above process, the bank will have either only long or short 
positions to which a capital charge of 15% is applied. 

iv. The total capital charge for commodities risk is the sum of capital charges calculated 
in i, ii and iii above. 
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4.3.5 Option Contracts Risk 
278. Banks may choose (subject to the conditions in paragraph  280) from the following two 

methodologies regarding the approach for calculating the capital charge for option contracts risk: 

• Simplified approach; and 
• Delta plus method;  

279. Where written option positions are hedged by perfectly matched long positions in exactly the same 
options, no capital charge for market risk is required in respect of those matched positions. 

280. In calculating capital requirement for options, banks which solely use purchased options may use 
any of the methods outlined within this section. Banks which write options may not use the 
simplified approach and must use the delta plus method48.  

281. In the simplified approach, the positions for the options and the associated underlying, cash or 
forward, are not subject to the “standardised methodology” (the methodology for calculating market 
risk outlined for each category in Section  4.3) but rather are “carved-out” and subject to separately 
calculated capital charges that incorporate both general market risk and specific risk. The capital 
charge numbers thus generated are then added to the capital charges for the relevant category, i.e. 
interest rate related instruments, equities, foreign exchange and commodities as described in 
paragraphs  245 to  277. 

282. The delta-plus method uses the sensitivity parameters or “Greek letters” associated with options to 
measure their market risk and capital requirements. Under this method, the delta-equivalent position 
of each option becomes part of the methodology set out in paragraphs  245 to  277 with the delta-
equivalent amount subject to the applicable general market risk charges. Separate capital charges 
are then applied to the gamma and vega risks of the option positions. 

Simplified Approach 

283. Banks which handle a limited range of purchased options only (as outlined in paragraph  280) will 
be free to use the simplified approach set out in the table below for particular trades. As an example 
of how the calculation would work, if a holder of 100 shares currently valued at QAR 10 each holds 
an equivalent put option with a strike price of QAR 11, the capital charge would be: QAR 1,000 x 
16% (i.e. 8% specific plus 8% general market risk) = QAR 160, less the amount the option is in the 
money (QAR 11 – QAR 10) x 100 = QAR 100, i.e. the capital charge would be QAR 60. A similar 
methodology applies for options whose underlying is a foreign currency, an interest rate related 
instrument or a commodity. 

48 Unless the condition in paragraph  279 has been satisfied for all written options (i.e. in this case the bank is permitted to use the 
simplified approach). 
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Simplified approach: capital charges 
Position Treatment 

Long cash and Long put  
or 
Short cash and Long call 

The capital charge will be the market value of the underlying 
security49 multiplied by the sum of specific and general market risk 
charges50 for the underlying less the amount the option is in the 
money (if any) bounded at zero51 

Long call 
or  
Long put 

The capital charge will be the lesser of: 
(i) the market value of the underlying security multiplied by the sum 
of specific and general market risk charges for the underlying  
(ii) the market value of the option52  

 

Delta plus method 

284. Banks that use the delta plus method are to include delta-weighted options positions within the 
methodology set out in paragraphs  245 to  277. Such options should be reported as a position equal 
to the market value of the underlying multiplied by the delta. However, since delta does not 
sufficiently cover the risks associated with options positions, banks will also be required to measure 
gamma (which measures the rate of change of delta) and vega (which measures the sensitivity of the 
value of an option with respect to a change in volatility) sensitivities in order to calculate the total 
capital charge. These sensitivities (delta, gamma and vega) should be calculated by an adequate 
exchange model or the bank's proprietary options pricing model, with appropriate documentation of 
the process and controls, to enable the QCB to review such models, if considered necessary.    

285. Delta-weighted positions with debt securities or interest rates as the underlying will be slotted into 
the interest rate time-bands, as set out in Section  4.3.1, under the following procedure. A two-
legged approach should be used as for other derivatives, requiring one entry at the time the 
underlying contract takes effect and a second at the time the underlying contract matures. For 
instance, a bought call option on a June three-month interest-rate future will in April be considered, 
on the basis of its delta-equivalent value, to be a long position with a maturity of five months and a 
short position with a maturity of two months.  The written option will be similarly slotted as a long 
position with a maturity of two months and a short position with a maturity of five months. Floating 
rate instruments with caps or floors will be treated as a combination of floating rate securities and a 
series of European-style options. For example, the holder of a three-year floating rate bond indexed 
to six month LIBOR with a cap of 15% will treat it as: 

• A debt security that reprices in six months; and 

• A series of five written call options on a FRA with a reference rate of 15%, each with a 
negative sign at the time the underlying FRA takes effect and a positive sign at the time the 
underlying FRA matures.53  

49 In some cases such as foreign exchange, it may be unclear which side is the “underlying security”; this should be taken to be the 
asset which would be received if the option were exercised. In addition the nominal value should be used for items where the market 
value of the underlying instrument could be zero, e.g. caps and floors, swaptions etc. 
50 Some options (e.g. where the underlying is an interest rate, a currency or a commodity) bear no specific risk but specific risk will 
be present in the case of options on certain interest rate related instruments (e.g. options on a corporate debt security or corporate 
bond index; see paragraphs  245 to  258 for the relevant capital charges) and for options on equities and stock indices (see 
paragraphs  259 to  264). The charge under this measure for currency options will be 8% and for options on commodities 15%. 
51 For options with a residual maturity of more than six months the strike price should be compared with the forward, not current, 
price. A bank unable to do this must take the in the money amount to be zero. 
52 Where the position does not fall within the trading book (i.e. options on certain foreign exchange or commodities positions not 
belonging to the trading book), it may be acceptable to use the book value instead. 
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286. The capital charge for options with equities as the underlying will also be based on the delta-
weighted positions which will be incorporated in the measure of market risk described in 
Section  4.3.2. For purposes of this calculation each national market is to be treated as a separate 
underlying. The capital charge for options on foreign exchange and gold positions will be based on 
the method set out in Section  4.3.3. For delta risk, the net delta-based equivalent of the foreign 
currency and gold options will be incorporated into the measurement of the exposure for the 
respective currency (or gold) position. The capital charge for options on commodities will be based 
on the simplified or the maturity ladder approach set out in Section  4.3.4. The delta-weighted 
positions will be incorporated in one of the measures described in that section. 

287. In addition to the above capital charges arising from delta risk, there will be further capital charges 
for gamma and for vega risk. Banks using the delta-plus method will be required to calculate the 
gamma and vega for each option position (including hedge positions) separately. The capital 
charges should be calculated in the following way: 

• For each individual option a “gamma impact” should be calculated according to a Taylor 
series expansion as: 

Gamma impact = ½ x Gamma x VU² 
where VU = Variation of the underlying of the option. 

• VU will be calculated as follows: 
o For interest rate options if the underlying is a bond, the market value of the 

underlying should be multiplied by the risk weights set out in the “risk weight” 
column of the table in paragraph  253. An equivalent calculation should be carried 
out where the underlying is an interest rate, again based on the assumed changes in 
the corresponding yield in the last column of the table in paragraph  253;  

o For options on equities and equity indices: the market value of the underlying should 
be multiplied by 8%; 

o For foreign exchange and gold options: the market value of the underlying should be 
multiplied by 8%; 

o For options on commodities: the market value of the underlying should be multiplied 
by 15%. 

• For the purpose of this calculation the following positions should be treated as the same 
underlying: 

o for interest rates,54 each time-band as set out in paragraph  253; 
o for equities and stock indices, each national market; 
o for foreign currencies and gold, each currency pair and gold; 
o for commodities, each individual commodity as defined in Section  4.3.4.  

• Each option on the same underlying will have a gamma impact that is either positive or 
negative. These individual gamma impacts will be summed, resulting in a net gamma impact 
for each underlying that is either positive or negative. Only those net gamma impacts that 
are negative will be included in the capital calculation.  

• The total gamma capital charge will be the sum of the absolute value of the net negative 
gamma impacts as calculated above.  

53 The rules applying to closely matched positions set out in paragraph  248 and paragraph  251 will also apply in this respect. 
54 Positions have to be slotted into separate maturity ladders by currency. 
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• For volatility risk, banks will be required to calculate the capital charges by multiplying the 
sum of the vegas for all options on the same underlying, as defined above, by a proportional 
shift in volatility of ± 25%.  

• The total capital charge for vega risk will be the sum of the absolute value of the individual 
capital charges that have been calculated for vega risk.  
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4.4 Operational Risk Weighted Assets 
288. For the purpose of calculating the capital charge for operational risk, banks are to use the Basic 

Indicator Approach as outlined within this Section. Under the Basic Indicator Approach banks must 
hold capital for operational risk equal to the average over the previous three years of a fixed 
percentage (denoted alpha) of positive annual gross income. Figures for any year in which annual 
gross income is negative or zero should be excluded from both the numerator and denominator 
when calculating the average55. The charge is expressed as follows: 

KBIA = [Σ (GI1…n × α)] / n 
Where:  

KBIA = the capital charge under the Basic Indicator Approach 

GI = annual gross income, where positive, over the previous three years  

n = number of the previous three years for which gross income is positive 

a = 15%, which is set by the QCB, relating the industry wide level of required capital to the industry 
wide level of the indicator. 

Gross income is defined as net interest income plus net non-interest income (gross income = net 
profit + provisions + interest in suspense during the year + operating expenses – profit or loss 
from securities in the banking book – income from insurance – extraordinary or irregular 
items of income - Any collection from previously written-off loans or income derived from 
disposal of real estate etc. during the year under reference). It is intended that this measure 
should: 

• Be gross of any provisions and interest in suspense during the year;  
• Be gross of operating expenses, including fees paid to outsourcing service providers56;  
• Exclude realised profits/losses from the sale of securities in the banking book57; and  
• Exclude extraordinary or irregular items as well as income derived from insurance.  

 

55 If negative gross income distorts a bank’s Pillar1 capital charge, the QCB may consider appropriate supervisory action under Pillar 
2. 
56 In contrast to fees paid for services that are outsourced, fees received by banks that provide outsourcing services shall be included 
in the definition of gross income. 
57 Realised profits/losses from securities which typically constitute items of the banking book are also excluded from the definition of 
gross income. 
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Annex 1: Banking, Securities, insurance and other financial entities – Significant minority 
investments (ownership in entity is more than 10% and up to 50%)  
The following table provides an illustrative example of the treatment for such investments: 

 Entity 
ref. 

Entity 
type 

Investment 
classification 

Included 
in calcs. 

Listed / 
Unlisted 

Bank’s ownership 
in entity 

Investment 
amount 

Investment amount (as a 
% of all such investments) 

Entity A Banking Banking Book Yes Listed 40% 60 42% 

Entity B Insurance Banking Book Yes Listed 18% 35 25% 

Entity C Securities Banking Book Yes Unlisted 16% 28 20% 

Entity D Banking Trading Book Yes Listed 11% 18 13% 

a) Bank’s CET1 = 1,000 

b) Total amount of the investments above = 141 

c) Limit (10% of bank’s CET1) = 100 (i.e. 10% of (a)) 

d) Amount to deduct (from bank’s CET1) = 41 (i.e. (b) – (c)) 

e) Remaining amount (i.e. amount not deducted) = 100 (i.e. (b) – (d)) 

The total deduction (as a result of this calculation) from the bank’s CET1 is 41. The remaining amount of 100 is to be distributed amongst the 
investments on a pro rata / proportionate basis and risk weighted at 250% as follows i.e. the total of 250 RWAs (250% x 100) will be distributed 
as follows: 
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Entity 
ref. 

Investment 
classification 

Investment 
amount 

Investment amount (as a % 
of all such investments) 

Amount not deducted and subject to RW (“Remaining 
amount” x “Investment amount as a % of such investments”) 

RWAs (RW at 250%) 

Entity A Banking Book 60 42% 42 (100 x 42%) 105 (i.e. 42 x 250%) - add to Credit 
RWAs 

Entity B Banking Book 35 25% 25 (100 x 25%) 62.5 (i.e. 25 x 250%) -  add to Credit 
RWAs 

Entity C Banking Book 28 20% 20 (100 x 20%) 50 (i.e. 20 x 250%) -  add to Credit 
RWAs 

Entity D Trading Book 18 13% 13 (100 x 13%) 32.5 (i.e. 13 x 250%) - add to Market 
RWAs (add to RWAs for equity 
position risk) 
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Annex 2: Banking, securities, financial and insurance entities – Minority investments (ownership 
in entity is up to 10%)  
The following table provides an illustrative example of the treatment for such investments: 

Entity 
ref. 

Entity 
type 

Investment 
classification 

Listed / 
Unlisted 

Bank’s ownership 
in entity 

Investment 
amount 

Investment amount (as a 
% of all such investments) 

Entity E Banking Banking Book Listed 10% 40 37% 

Entity F Banking Trading Book Listed 9% 25 23% 

Entity G Securities Banking Book Unlisted 8% 18 17% 

Entity H Insurance Banking Book Listed 6% 24 23% 

a) Bank’s total CET1 = 1,000 

b) Total amount of the investments above = 107 

c) Limit (10% of bank’s CET1) = 100 (i.e. 10% of (a)) 

d) Amount to deduct (from bank’s CET1) = 7 (i.e. (b) – (c)) 

e) Remaining amount (i.e. amount not deducted) = 100 (i.e. (b) – (d)) 

The total deduction (as a result of this calculation) from the bank’s CET1 is 7. The remaining amount of 100 is to be distributed amongst the 
investments on a pro rata / proportionate basis and risk weighted (depending on whether the investment is in the banking book / trading book) as 
follows:  
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Entity 
ref. 

Investment 
classification 

Listed / 
Unlisted 

Investment 
amount 

Investment amount (as a % 
of all such investments) 

Amount not deducted and subject to RW (“Remaining 
amount” x “Investment amount as a % of such 
investments”) 

RWAs  

Entity E Banking 
Book 

Listed 40 37% 37 (100 x 37%) 37 (i.e. 37 x 100%) - add to Credit 
RWAs 

Entity F Trading Book Listed 25 24% 24 (100 x 24%) The amount of 24 will be included as 
an equity investment subject to 
market risk (equity position risk as 
outlined in Section  4.3.2) 

Entity G Banking 
Book 

Unlisted 18 17% 17 (100 x 17%) 25.5 (i.e. 17 x 150%) -  add to Credit 
RWAs 

Entity H Banking 
Book 

Listed 24 22% 22 (100 x 22%) 22 (i.e. 22 x 100%) -  add to Credit 
RWAs 
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Annex 3: Significant investments in commercial entities 
The following table provides an illustrative example of the treatment for such investments: 

Entity ref. Entity type Investment 
classification 

Listed / 
Unlisted 

Investment 
amount 

Amount as a % of 
bank’s CET1 

Significant 
investment 

Amount to RW at 
1250% 

Remaining 
amount 

Entity I Commercial Banking Book Listed 100.00  10.00% Yes                    50.00  50 

Entity J Commercial Trading Book Listed 95.00  9.50% Yes                    45.00  50 

Entity K Commercial Banking Book Unlisted 80.00  8.00% Yes                    30.00  50 

Entity L Commercial Banking Book Listed 5.00  7.50% Yes                    25.00  50 

Entity M Commercial Banking Book Listed 65.00  6.50% Yes                    15.00  50 

Entity N Commercial Banking Book Listed 20.00  2.00% No                         -    20 

Entity O Commercial Banking Book Listed 15.00  1.50% No                         -    15 

a) Bank’s total CET1 = 1,000 

b) Individual limit (5% of bank’s CET1) = 50 (i.e. 5% of (a)) 

c) Amounts in excess of individual limits (for Entities I,J,K,L and M) are to be RW at 1250% 

d) Investment amounts for Entities N and O will be RW at 100% 

e) Aggregate limit of “significant” investments (20% of bank’s CET1) = 200 

f) Aggregate of remaining amount of “significant” investments = 250 (remaining amount of Entities I,J,K,L and M) 

g) Remaining amount of “significant” investments that is in excess of the aggregate limit = 50 (i.e. (f) – (e))  

The remaining amount for “significant” investments that is in excess of the aggregate limit is to be distributed amongst the investments on a pro 
rata / proportionate basis and will be RW at 1250% as follows:  
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Entity ref. Entity type Investment 
classification 

Listed / 
Unlisted 

Remaining 
amount 

Remaining amount 
(as a % of total 
remaining amount) 

Amount to RW at 1250% (excess 
of aggregate x remaining amount 
as a % of total remaining amount) 

Final amount remaining 
(to be RW based on 
banking / trading book) 

RW treatment for final 
amount remaining 

Entity I Commercial Banking Book Listed 50 20% 10 (RW at 1250% as part of 
Credit RWAs) 

40  40 (i.e. 40 x 100%) - add to 
Credit RWAs 

Entity J Commercial Trading Book Listed 50 20% 10  (RW at 1250% as part of 
Market RWAs for equity position 
risk) 

40 The amount of 40 will be 
included as an equity 
investment subject to market 
risk (equity position risk as 
outlined in Section  4.3.2) 

Entity K Commercial Banking Book Unlisted 50 20% 10 (RW at 1250% as part of 
Credit RWAs) 

40 60 (i.e. 40 x 150%) -  add to 
Credit RWAs 

Entity L Commercial Banking Book Listed 50 20% 10 (RW at 1250% as part of 
Credit RWAs) 

40 40 (i.e. 40 x 100%) -  add to 
Credit RWAs 

Entity M Commercial Banking Book Listed 50 20% 10 (RW at 1250% as part of 
Credit RWAs) 

40 40 (i.e. 40 x 100%) - add to 
Credit RWAs 
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Annex 4: Minority interest illustrative example 
 
This Annex illustrates the treatment of minority interest and other capital issued out of 
subsidiaries to third parties, which is set out in Section  3.1.6.  

Illustrative example  

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 of Bank S 
Investment in the AT1 of Bank S 
Investment in the T2 of Bank S 
 
Liabilities and equity 
Depositors 
Tier 2 
Additional Tier 1 
Common equity 

 
100 

7 
4 
2 

 
 

70 
10 
7 

26 

Assets 
Loans to customers 
 
 
 
 
Liabilities and equity 
Depositors 
Tier 2 
Additional Tier 1 
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 common shares of Bank S, 80% of the Additional Tier 1 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 parties 

Total 

Common Equity Tier 1 (CET1) 7 3 10 

Additional Tier 1 (AT1) 4 1 5 

Tier 1 (T1) 11 4 15 

Tier 2 (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: 

Bank P balance sheet  

Assets 
Loans to customers 
Liabilities and equity 
Depositors 
Tier 2 issued by subsidiary to third parties 
Tier 2 issued by parent 
Additional Tier 1 issued by subsidiary to third parties 
Additional Tier 1 issued by parent 
Common equity issued by subsidiary to third parties (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 risk weighted assets 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. 
Furthermore, Bank S is assumed to have a deduction from CET1 of amount “0.5” for 
intangible assets. 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 
8.5 

(= 8.5% of 100) 
1.0 

(=10 – 0.5 – 8.5) 

T1 
10.5 

(= 10.5% of 100) 
4.0 

(=10 – 0.5 + 5 – 10.5) 

TC 
12.5 

(= 12.5% of 100) 
10.0 

(=10 – 0.5 + 5 + 8 – 12.5) 
 
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 Section  3.1.6: 

Bank S: amount of capital issued to third parties included in consolidated capital 

 Total amount 
issued 

(a) 

Amount 
issued to 

third parties 
(b) 

Surplus 
(c) 

Surplus attributable to 
third parties (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 4.0 1.07 2.93 

TC 23 10 10.0 4.35 5.65 
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The following table summarises the components of capital for the consolidated group based 
on the amounts calculated in the table above. AT1 is calculated as the difference between 
CET1 and Tier 1. T2 is calculated as the difference between Total Capital and Tier 1. 

 

Total amount issued by 
parent (all of which is to 

be included in 
consolidated capital) 

Amount issued by 
subsidiaries to third 

parties 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 0.23 7.23 

T1 33 2.93 35.93 

T2 10 2.72 12.72 

TC 43 5.65 48.65 
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Annex 5: The 15% of common equity limit on specified items 
 
1. This Annex is meant to clarify the calculation of the  15% limit (refer to paragraph  83) 

on significant investments in the common shares of unconsolidated financial institutions 
(banks, securities and other financial entities); mortgage servicing rights, and deferred 
tax assets arising from temporary differences (collectively referred to as specified items).  

2. The recognition of these specified items will be limited to 15% of CET1, after the 
application of all deductions. To determine the maximum amount of the specified items 
that can be recognised*, banks should multiply the amount of CET1** (after all 
deductions, including after the deduction of the specified items in full) by 17.65%. This 
number is derived from the proportion of 15% to 85% (i.e. 15%/85% = 17.65%).  

3. As an example, take a bank with QAR 85 of common equity (calculated net of all 
deductions, including after the deduction of the specified items in full) ***.  

4. The maximum amount of specified items that can be recognised by this bank in its 
calculation of CET1 capital is QAR 85 x 17.65% = QAR 15. Any excess above QAR 15 
must be deducted from CET1. If the bank has specified items (excluding amounts 
deducted after applying the individual 10% limits) that in aggregate sum up to the 15% 
limit, CET1 after inclusion of the specified items, will amount to QAR 85 + QAR 15 = 
QAR 100. The percentage of specified items to total CET1 would equal 15%.  

 
* The actual amount that will be recognised may be lower than this maximum, either because the sum of the 
three specified items are below the 15% limit set out in this annex, or due to the application of the 10% limit 
applied to each item.  
 
** At this point this is a "hypothetical" amount of CET1 in that it is used only for the purposes of determining 
the deduction of the specified items. This “hypothetical” amount of CET1 is calculated as = Total CET1 (prior 
to deduction) – All deductions except this threshold deduction (i.e. all deductions outlined in paragraphs  64 
to  81) – Total amount of “specified items”. 
 
***This amount is the “hypothetical” amount of CET1 defined above. 
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Annex 6: Definition of trading book 
 
1. A trading book consists of positions in financial instruments and commodities held either 

with trading intent or in order to hedge other elements of the trading book. To be eligible 
for trading book capital treatment, financial instruments must either be free of any 
restrictive covenants on their tradability or able to be hedged completely. In addition, 
positions should be frequently and accurately valued, and the portfolio should be actively 
managed. 

2. A financial instrument is any contract that gives rise to both a financial asset of one entity 
and a financial liability or equity instrument of another entity. Financial instruments 
include both primary financial instruments (or cash instruments) and derivative financial 
instruments. A financial asset is any asset that is cash, the right to receive cash or another 
financial asset; or the contractual right to exchange financial assets on potentially 
favorable terms, or an equity instrument. A financial liability is the contractual obligation 
to deliver cash or another financial asset or to exchange financial liabilities under 
conditions that are potentially unfavorable. 

3. Positions held with trading intent are those held intentionally for short-term resale and/or 
with the intent of benefiting from actual or expected short-term price movements or to 
lock in arbitrage profits, and may include for example proprietary positions, positions 
arising from client servicing (e.g. matched principal broking) and market making. 

4. Banks must have clearly defined policies and procedures for determining which exposures 
to include in, and to exclude from, the trading book for purposes of calculating their 
regulatory capital, to ensure compliance with the criteria for trading book set forth in these 
Instructions and taking into account the bank’s risk management capabilities and 
practices. Compliance with these policies and procedures must be fully documented and 
subject to periodic internal audit. 

5. These policies and procedures should, at a minimum, address the general considerations 
listed below. The list below is not intended to provide a series of tests that a product or 
group of related products must pass to be eligible for inclusion in the trading book. 
Rather, the list provides a minimum set of key points that must be addressed by the 
policies and procedures for overall management of a bank’s trading book: 

• The activities the bank considers to be trading and as constituting part of the trading 
book for regulatory capital purposes; 

• The extent to which an exposure can be marked-to-market daily by reference to an 
active, liquid two-way market; 

• For exposures that are marked-to-model, the extent to which the bank can: 
(i) Identify the material risks of the exposure; 
(ii) Hedge the material risks of the exposure and the extent to which hedging 

instruments would have an active, liquid two-way market; 
(iii)Derive reliable estimates for the key assumptions and parameters used in the 

model. 
• The extent to which the bank can and is required to generate valuations for the 

exposure that can be validated externally in a consistent manner; 
• The extent to which legal restrictions or other operational requirements would impede 

the bank’s ability to effect an immediate liquidation of the exposure; 
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• The extent to which the bank is required to, and can, actively risk manage the 
exposure within its trading operations; and 

• The extent to which the bank may transfer risk or exposures between the banking and 
the trading books and criteria for such transfers. 

6. The following will be the basic requirements for positions eligible to receive trading book 
capital treatment: 

• Clearly documented trading strategy for the position/instrument or portfolios, 
approved by senior management (which would include expected holding horizon). 

• Clearly defined policies and procedures for the active management of the position, 
which must include: 
(i) positions are managed on a trading desk; 
(ii) position limits are set and monitored for appropriateness; 
(iii)dealers have the autonomy to enter into/manage the position within agreed limits 

and according to the agreed strategy; 
(iv) positions are marked to market at least daily and when marking to model the 

parameters must be assessed on a daily basis; 
(v) positions are reported to senior management as an integral part of the institution’s 

risk management process; and 
(vi) positions are actively monitored with reference to market information sources 

(assessment should be made of the market liquidity or the ability to hedge 
positions or the portfolio risk profiles). This would include assessing the quality 
and availability of market inputs to the valuation process, level of market turnover, 
sizes of positions traded in the market, etc. 

• Clearly defined policy and procedures to monitor the positions against the bank’s 
trading strategy including the monitoring of turnover and stale positions in the bank’s 
trading book. 
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Table 1a - Credit Risk: Credit Input Sheet QAR '000s

Up to 1 year - 
CCF 20%

Greater than 
1 year - CCF 

50%
1. Claims on Sovereigns Note 3

1.1 Claims on Qatar Government
 Local Currency
 Foreign Currency
Total Qatar Government    -                   -                   -                   -                   -                   -                

1.2 Claims on Other Sovereigns
AAA to AA-
A+ to A-
BBB+ to BBB-
BB+ to B-
Below B-
Unrated
Total Other Sovereigns    -                   -                   -                   -                   -                   -                

Total Claims on Sovereigns    -                   -                   -                   -                   -                   -                

2. Claims on Qatar Government Entities and 
Domestic Public Sector Entities (PSEs)

2.1 Qatar Government Entities  Note 4
 Local Currency and USD
 Foreign Currency (excluding USD)

Total Qatar Government Entities    -                   -                   -                   -                   -                   -                
2.2 Domestic Public Sector Entities (PSEs) - Non 
Commercial Note 5
Total Domestic PSEs - Non Commercial    -                   -                   -                   -                   -                   -                
2.3 Domestic Public Sector Entities (PSEs) - 
Commercial Note 6

AAA to AA-
A+ to A-
BBB+ to BB-
Below BB-
Unrated

Total Domestic PSEs - Commercial    -                   -                   -                   -                   -                   -                
Total Claims on Qatar Government Entities 
and Domestic Public Sector Entities (PSEs)    -                   -                   -                   -                   -                   -                

3. Claims on Multilateral Development Banks 
(MDBs)   Note 7
Total Claims on MDBs    -                   -                   -                   -                   -                   -                

4. Claims on Banks Note 8
4.1  Long Term Claims on Banks (original maturity 
greater than 3 months) Note 9

AAA to AA-
A+ to A-
BBB+ to BBB-
BB+ to B-
Below B-
Unrated

Total Long Term Banks    -                   -                   -                   -                   -                   -                
4.2 Short Term Claims on Banks (original maturity 
upto 3 months)

AAA to AA-
A+ to A-
BBB+ to BBB-
BB+ to B-
Below B-
Unrated

 Asset Categories for Credit Risk

Off Balance Sheet (not including derivatives) - Actual Outstanding Note 2
Undrawn Commitments

Doc. LCs - 
CCF 20%

Bid / 
Performance 
Bonds - CCF 

50%

Other 
Guarantees - 
CCF 100%

On Balance 
Sheet - Actual 
Outstanding 

Note 1



Table 1a - Credit Risk: Credit Input Sheet QAR '000s

Total Short Term Banks    -                   -                   -                   -                   -                   -                
Total Claims on Banks    -                   -                   -                   -                   -                   -                

5.  Claims on Corporates Note 10
AAA to AA-
A+ to A-
BBB+ to BB-
Below BB-
Unrated

Total Claims on Corporates    -                   -                   -                   -                   -                   -                

6. Claims on Retail Note 11
6.1 Qualifying Retail Loans

(a) Personal loans against salary Note 12
(b) Other qualifying Personal loans (non-salary)  Note 
13
(c) Loans to Small Businesses Note 14

6.2 Residential Mortgage Loans
6.3 Commercial Mortgage Loans
6.4 Other Retail Loans (non Qualifying)

Total Claims on Retail    -                   -                   -                   -                   -                   -                

7. Past Due Loans Note 15
7.1 Specific Provision less than 20%
7.2 Specific Provision greater than or equal to 20% 
(but less than 50%)

7.3 Specific Provision greater than or equal to 50%

Total Past Due Loans    -                   -                   -                   -                   -                   -                

8. Equity Investments Note 16
8.1 Investments in Banks, FIs and Insurance where 
ownership is <10% - amounts below threshold Note 17

Listed
Unlisted

8.2 Investments in Banks, FIs and Insurance where 
ownership is >10% - amounts below threshold Note 18

8.3 Investments in Commercial Entities - amounts 
below threshold Note 19

Listed
Unlisted

8.4 Investments in Commercial Entities - amount 
above threshold Note 20

Total Equity Investments Note 21    -                   -                   -                   -                   -                   -                

9. Real Estate Exposures Note 22

9.1 Exposures wherein 3 year period has not expired

9.2 Exposures wherein 3 year period has expired - 
Bank has control

9.2 Exposures wherein 3 year period has expired - 
Bank does not have control

Total Real Estate Exposures    -                   -                   -                   -                   -                   -                

9. Other Assets Note 23
9.1 Cash on hand - local and foreign currency

9.2 Gold  Note 24
9.3 Cash items under collection



Table 1a - Credit Risk: Credit Input Sheet QAR '000s

9.4 Others Note 25
Total Other Assets    -                   -                   -                   -                   -                   -                

10. Securitization and Re-securitization 
Exposures Note 26 - Refer to Table 1b 

TOTAL BANKING BOOK    -                

TOTAL TRADING BOOK Note 27

TOTAL ASSETS Note 28    -                

Notes:

3. Refer to paragraph 92.

8. Refer to paragraph 98.

15. Include past due amounts net of specific provision and interest suspense (refer to paragraph 107)

16. Refer to paragraph 108.
17. Include the aggregate amount (split by listed and unlisted) of investments in the capital of banking, securities, insurance and other financial entities 
wherein the reporting bank owns upto 10% of the investee's common share capital. The amount to include here is the amount that is not deducted. 
Refer to paragraph 108 and paragraph 76 to 79. This amount should relate to amounts in the banking book that are subject to credit risk treatment. 
Amount not deducted that relates to the trading book should be incorporated in Table 4(b) under the specific and general risk treatment.

12. Include "salary loans" as defined by the QCB.

13. Include other personal loans (apart from salary loans) that qualify for the 75% risk weight for retail as outlined in paragraph 101.

14. Include loans to small businesses that qualify for the 75% risk weight for retail treatment as outlined in paragraph 101.

18. Include the aggregate amount of investments in the capital of banking, securities, insurance and other financial entities wherein the reporting bank 
owns >10% of the investee's common share capital. The amount to include here is the amount that is not deducted. Refer to paragraph 108 and 
paragraph 80 to 84. This amount should relate to amounts in the banking book that are subject to credit risk treatment. Amount not deducted that 
relates to the trading book should be incorporated in Table 4(b) under the row specified within that table.
19. Include the aggregate amount (split by listed and unlisted) of investments in commercial entities that is below the threshold. Refer to paragraph 
108 and Section 2.3.
20. Include the aggregate amount of investments in commercial entities that exceeds the threshold. Refer to paragraph 108 and Section 2.3.
21. The "Total" amount of this section may not match the total amount of equity investments on the balance sheet as this amount does not include the 
proportion of equity investments that have been deducted.
22. Refer to paragraph 109.

1. All Amounts should be in QAR 000s and should be net of deferred interest, interest in suspense and specific provisions (refer to Section 4.1, 
paragraph 85 to 110). 
2. This is the actual outstanding amount (i.e. prior to the application of credit conversion factors) and not the credit equivalent amount (refer to 
Section 4.1.2). Allocate / classify exposures based on the CCF and exposure type as outlined in Section 4.1.2. Do not include derivative exposures. 

4. Include claims on "Qatar Government Entities" as defined in paragraph 93. This includes claims on Qatar Investment Authority, Qatar Petroleum 
Authority and Qatar Foundation (refer to paragraph 93).

28. This figure (after adding back any banking book assets that were deducted from capital) should match with total assets reported by the bank (less 
specific provisions and interest suspense).

26. Refer to Table 1b to provide input for securitization and resecuritization exposures.

5. Include all entities owned 100% by the Qatar Government that are not working on commercial basis. Exclude domestic PSEs that are working on a 
commercial basis and foreign PSEs (refer to paragraph 94).
6. Include all entities owned 100% by the Qatar Government that are working on a commercial basis. Exclude domestic PSEs that are not working on 
a commercial basis and foreign PSEs (refer to paragraph 94).
7. Include all claims on World Bank Group, ADB, African Dev Bank, EBRD, IADB, EIB, Nordic Invest. Bank, Caribbean Dev. Bank, Islamic Dev. 
Bank, & Council of Europe Dev. Bank (refer to paragraph 96 to 97).

9. Exclude short term claims with original maturity of upto 3 months, which are reported separately under asset category 4.2 (refer to paragraph 98).
10. Exclude loans to small business which qualify for treatment as Retail (as outlined in paragraph 101), which are included in asset category 6. 
Include all claims on Corporates as outlined in paragraph 99 to 100.

23. Refer to paragraph 110.

24. Include only physical holdings of gold (refer to paragraph 110). Holdings at another bank should be reported under Claims on Banks.

25. Include all other assets (e.g.. premises & equipment etc.) excluding trading book assets (debt/equities). Refer to paragraph 110.

11. Include all retail claims under this section and classify based on the classification and requirements outlined in paragraph 101 to 106.

27. Include all trading book assets (debt/equities).



Table 1b - Credit Risk: Credit Input Sheet for Securitization Exposures QAR '000s

Other 
Facilities

0% 1% 2% 5% 10% 15% 20% 40% 50% 90% 100% 100%

10. Securitization and Re-securitization 
Exposures Note 3

10.1  Securitization Exposures - Long Term
AAA to AA-
A+ to A-
BBB+ to BBB-
BB+ to BB-
BB+ to BB- (if originator)
B+ and below or Unrated

10.2  Securitization Exposures - Short Term
A-1/P-1
A-2/P-2
A-3/P-3
All other ratings or unrated

Total Securitization Exposures    -                 -                -                 -           -           -           -           -           -           -           -           -           -           -           -         
10.3  Re-securitization Exposures - Long Term

AAA to AA-
A+ to A-
BBB+ to BBB-
BB+ to BB-
BB+ to BB- (if originator)
B+ and below or Unrated

10.4  Re-securitization Exposures - Short Term
A-1/P-1
A-2/P-2
A-3/P-3
All other ratings or unrated

Total Re-securitization Exposures    -                 -                -                 -           -           -           -           -           -           -           -           -           -           -           -         
Total Securitization and Re-securitization 
Exposures    -                 -                -                 -           -           -           -           -           -           -           -           -           -           -           -         

Notes:

 Asset Categories for Credit Risk - 
Securitization exposures

On Balance 
Sheet - 
Actual 

Outstanding 
Note 1

Off Balance Sheet Securitization Exposures - Actual Outstanding Note 2

3. Refer to Section 4.2.

1. All Amounts should be in QAR 000s and should be net of deferred interest, interest in suspense and specific provisions (refer to Section 4.1, paragraph 85 to 110). 

2. This is the actual outstanding amount (i.e. prior to the application of credit conversion factors) and not the credit equivalent amount (refer to Section 4.2). For off balance sheet securitization exposures with early 
amortization provisions, allocate exposures based on the relevant CCF as outlined in Section 4.2.4 paragraphs 228 to 243).

Eligible 
Liquidity 
Facilities - 
CCF 50%

Eligible 
Server Cash 

Advance 
Facilities - 
CCF 0%

Early Amortization Provisions - CCF



Table 2a - Credit Risk: Credit Conversion QAR '000s

Up to 1 year - 
CCF 20%

Greater than 
1 year - CCF 

50%
1. Claims on Sovereigns

1.1 Claims on Qatar Government
 Local Currency    -                   -                   -                   -                   -                
 Foreign Currency    -                   -                   -                   -                   -                
Total Qatar Government    -                   -                   -                   -                   -                

1.2 Claims on Other Sovereigns
AAA to AA-    -                   -                   -                   -                   -                
A+ to A-    -                   -                   -                   -                   -                
BBB+ to BBB-    -                   -                   -                   -                   -                
BB+ to B-    -                   -                   -                   -                   -                
Below B-    -                   -                   -                   -                   -                
Unrated    -                   -                   -                   -                   -                
Total Other Sovereigns    -                   -                   -                   -                   -                

Total Claims on Sovereigns    -                   -                   -                   -                   -                

2. Claims on Qatar Government Entities and 
Domestic Public Sector Entities (PSEs)

2.1 Qatar Government Entities 
 Local Currency and USD    -                   -                   -                   -                   -                
 Foreign Currency (excluding USD)    -                   -                   -                   -                   -                

Total Qatar Government Entities    -                   -                   -                   -                   -                
2.2 Domestic Public Sector Entities (PSEs) - Non 
Commercial    -                   -                   -                   -                   -                

Total Domestic PSEs - Non Commercial    -                   -                   -                   -                   -                
2.3 Domestic Public Sector Entities (PSEs) - 
Commercial 

AAA to AA-    -                   -                   -                   -                   -                
A+ to A-    -                   -                   -                   -                   -                
BBB+ to BB-    -                   -                   -                   -                   -                
Below BB-    -                   -                   -                   -                   -                
Unrated    -                   -                   -                   -                   -                

Total Domestic PSEs - Commercial    -                   -                   -                   -                   -                

Total Claims on Qatar Government Entities 
and Domestic Public Sector Entities (PSEs)    -                   -                   -                   -                   -                

3. Claims on Multilateral Development Banks 
(MDBs)      -                   -                   -                   -                   -                

Total Claims on MDBs    -                   -                   -                   -                   -                

4. Claims on Banks
4.1  Long Term Claims on Banks (original maturity 
greater than 3 months) 

AAA to AA-    -                   -                   -                   -                   -                
A+ to A-    -                   -                   -                   -                   -                
BBB+ to BBB-    -                   -                   -                   -                   -                
BB+ to B-    -                   -                   -                   -                   -                
Below B-    -                   -                   -                   -                   -                

 Asset Categories for Credit Risk

Off Balance Sheet (not including derivatives) - Credit Equivalent Amount 
Note 1

Undrawn Commitments
Doc. LCs - 
CCF 20%

Bid / 
Performance 
Bonds - CCF 

50%

Other 
Guarantees - 
CCF 100%



Table 2a - Credit Risk: Credit Conversion QAR '000s

Unrated    -                   -                   -                   -                   -                
Total Long Term Banks    -                   -                   -                   -                   -                
4.2 Short Term Claims on Banks (original maturity 
upto 3 months)

AAA to AA-    -                   -                   -                   -                   -                
A+ to A-    -                   -                   -                   -                   -                
BBB+ to BBB-    -                   -                   -                   -                   -                
BB+ to B-    -                   -                   -                   -                   -                
Below B-    -                   -                   -                   -                   -                
Unrated    -                   -                   -                   -                   -                

Total Short Term Banks    -                   -                   -                   -                   -                
Total Claims on Banks    -                   -                   -                   -                   -                

5.  Claims on Corporates 
AAA to AA-    -                   -                   -                   -                   -                
A+ to A-    -                   -                   -                   -                   -                
BBB+ to BB-    -                   -                   -                   -                   -                
Below BB-    -                   -                   -                   -                   -                
Unrated    -                   -                   -                   -                   -                

Total Claims on Corporates    -                   -                   -                   -                   -                

6. Claims on Retail
6.1 Qualifying Retail Loans

(a) Personal loans against salary    -                   -                   -                   -                   -                
(b) Other qualifying Personal loans (non-salary)    -                   -                   -                   -                   -                
(c) Loans to Small Businesses    -                   -                   -                   -                   -                

6.2 Residential Mortgage Loans    -                   -                   -                   -                   -                
6.3 Commercial Mortgage Loans    -                   -                   -                   -                   -                
6.4 Other Retail Loans    -                   -                   -                   -                   -                

Total Claims on Retail    -                   -                   -                   -                   -                

7. Past Due Loans 
7.1 Specific Provision less than 20%    -                   -                   -                   -                   -                
7.2 Specific Provision greater than or equal to 20% 
(but less than 50%)    -                   -                   -                   -                   -                

7.3 Specific Provision greater than or equal to 50%    -                   -                   -                   -                   -                

Total Past Due Loans    -                   -                   -                   -                   -                

8. Equity Investments
8.1 Investments in Banks, FIs and Insurance where 
ownership is <10% - amounts below threshold

Listed    -                   -                   -                   -                   -                
Unlisted    -                   -                   -                   -                   -                

8.2 Investments in Banks, FIs and Insurance where 
ownership is >10% - amounts below threshold    -                   -                   -                   -                   -                

8.3 Investments in Commercial Entities - amounts 
below threshold

Listed    -                   -                   -                   -                   -                
Unlisted    -                   -                   -                   -                   -                

8.4 Investments in Commercial Entities - amount 
above threshold    -                   -                   -                   -                   -                

Total Equity Investments    -                   -                   -                   -                   -                



Table 2a - Credit Risk: Credit Conversion QAR '000s

9. Real Estate Exposures
9.1 Exposures wherein 3 year period has not expired    -                   -                   -                   -                   -                
9.2 Exposures wherein 3 year period has expired - 
Bank has control    -                   -                   -                   -                   -                
9.2 Exposures wherein 3 year period has expired - 
Bank does not have control    -                   -                   -                   -                   -                

Total Real Estate Exposures    -                   -                   -                   -                   -                

9. Other Assets
9.1 Cash on hand - local and foreign currency    -                   -                   -                   -                   -                
9.2 Gold     -                   -                   -                   -                   -                
9.3 Cash items under collection    -                   -                   -                   -                   -                
9.4 Others    -                   -                   -                   -                   -                

Total Other Assets    -                   -                   -                   -                   -                

10. Securitization and Re-securitization 
Exposures Note 2  - Refer to Table 2b

TOTAL BANKING BOOK 

TOTAL TRADING BOOK 

TOTAL ASSETS 

Notes:

2. Refer to Table 2b for credit conversion of off balance sheet securitization and resecuritization exposures.

1.  This is the credit equivalent amount of the corresponding exposures in Table 1 i.e. after the application of credit conversion factors 
(refer to Section 4.1.2). Allocate / classify exposures based on the CCF and exposure type as outlined in Section 4.1.2. This does not 
include derivative exposures or derivative credit equivalent amounts. 



Table 2b - Credit Risk: Credit Conversion for Securitization Exposures QAR '000s

Other 
Facilities

0% 1% 2% 5% 10% 15% 20% 40% 50% 90% 100% 100%
10. Securitization and Re-securitization 
Exposures

10.1  Securitization Exposures - Long Term
AAA to AA-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A+ to A-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BBB+ to BBB-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BB+ to BB-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BB+ to BB- (if originator)    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
B+ and below or Unrated    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        

10.2  Securitization Exposures - Short Term
A-1/P-1    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A-2/P-2    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A-3/P-3    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
All other ratings or unrated    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        

Total Securitization Exposures    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
10.3  Re-securitization Exposures - Long Term

AAA to AA-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A+ to A-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BBB+ to BBB-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BB+ to BB-    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
BB+ to BB- (if originator)    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
B+ and below or Unrated    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        

10.4  Re-securitization Exposures - Short Term
A-1/P-1    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A-2/P-2    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
A-3/P-3    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
All other ratings or unrated    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        

Total Re-securitization Exposures    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        
Total Securitization and Re-securitization 
Exposures    -                    -                    -          -          -          -          -          -          -          -          -          -          -          -        

Notes:
1.  This is the credit equivalent amount of the corresponding off balance sheet exposures in Table 1b i.e. after the application of credit conversion factors (refer to Section 4.2.4, paragraph 216 to 243). This 
does not include derivative exposures or derivative credit equivalent amounts. 

Early Amortization Provisions - CCF
 Asset Categories for Credit Risk - 

Securitization exposures

Off Balance Sheet Securitization Exposures - Credit Equivalent Amount Note 1

Eligible 
Liquidity 
Facilities - 
CCF 50%

Eligible Server 
Cash Advance 

Facilities - 
CCF 0%



Table 3 - Credit Risk: Credit RWAs QAR '000s

(B) (C) (D) (E) (F)

1. Claims on Sovereigns
1.1 Claims on Qatar Government

 Local Currency    -                    -                    -                0%    -                
 Foreign Currency    -                    -                    -                0%    -                
Total Qatar Government    -                    -                    -                     -                   -                

1.2 Claims on Other Sovereigns
AAA to AA-    -                    -                    -                0%    -                
A+ to A-    -                    -                    -                20%    -                
BBB+ to BBB-    -                    -                    -                50%    -                
BB+ to B-    -                    -                    -                100%    -                
Below B-    -                    -                    -                150%    -                
Unrated    -                    -                    -                100%    -                
Total Other Sovereigns    -                    -                    -                     -                   -                

Total Claims on Sovereigns    -                    -                    -                     -                   -                

2. Claims on Qatar Government Entities and 
Domestic Public Sector Entities (PSEs) Note3

2.1 Qatar Government Entities  
 Local Currency and USD    -                    -                    -                0%    -                
 Foreign Currency (excluding USD)    -                    -                    -                20%    -                

Total Qatar Government Entities    -                    -                    -                     -                   -                
2.2 Domestic Public Sector Entities (PSEs) - Non 
Commercial    -                    -                    -                20%    -                

Total Domestic PSEs - Non Commercial    -                    -                    -                     -                   -                
2.3 Domestic Public Sector Entities (PSEs) - 
Commercial 

AAA to AA-    -                    -                    -                20%    -                
A+ to A-    -                    -                    -                50%    -                
BBB+ to BB-    -                    -                    -                100%    -                
Below BB-    -                    -                    -                150%    -                
Unrated    -                    -                    -                100%    -                

Total Domestic PSEs - Commercial    -                    -                    -                     -                   -                

Total Claims on Qatar Government Entities 
and Domestic Public Sector Entities (PSEs)    -                    -                    -                     -                   -                

3. Claims on Multilateral Development Banks 
(MDBs)      -                    -                    -                0%    -                

Total Claims on MDBs    -                    -                    -                     -                   -                

4. Claims on Banks
4.1  Long Term Claims on Banks (original maturity 
greater than 3 months) 

AAA to AA-    -                    -                    -                20%    -                
A+ to A-    -                    -                    -                50%    -                
BBB+ to BBB-    -                    -                    -                50%    -                
BB+ to B-    -                    -                    -                100%    -                
Below B-    -                    -                    -                150%    -                
Unrated    -                    -                    -                50%    -                

Total Long Term Banks    -                    -                    -                     -                   -                
4.2 Short Term Claims on Banks (original maturity 
upto 3 months)

AAA to AA-    -                    -                    -                20%    -                
A+ to A-    -                    -                    -                20%    -                

Risk 
Weighted 

Assets 
(RWAs) = 

On Balance 
Sheet - Actual 
Outstanding 

Note 1

Off Balance 
Sheet - Credit 

Equivalent 
Amount Note 

Eligible CRM 
Note 3

Net Credit 
Exposure 

(B)+(C)-(D)

Applicable 
Risk 

Weight 
(%)

 Asset Categories for Credit Risk



Table 3 - Credit Risk: Credit RWAs QAR '000s

BBB+ to BBB-    -                    -                    -                20%    -                
BB+ to B-    -                    -                    -                50%    -                
Below B-    -                    -                    -                150%    -                
Unrated    -                    -                    -                20%    -                

Total Short Term Banks    -                    -                    -                     -                   -                
Total Claims on Banks    -                    -                    -                     -                   -                

5.  Claims on Corporates 
AAA to AA-    -                    -                    -                20%    -                
A+ to A-    -                    -                    -                50%    -                
BBB+ to BB-    -                    -                    -                100%    -                
Below BB-    -                    -                    -                150%    -                
Unrated    -                    -                    -                100%    -                

Total Claims on Corporates    -                    -                    -                     -                   -                

6. Claims on Retail
6.1 Qualifying Retail Loans

(a) Personal loans against salary    -                    -                    -                75%    -                
(b) Other qualifying Personal loans (non-salary)    -                    -                    -                75%    -                
(c) Loans to Small Businesses    -                    -                    -                75%    -                

6.2 Residential Mortgage Loans    -                    -                    -                75%    -                
6.3 Commercial Mortgage Loans    -                    -                    -                100%    -                
6.4 Other Retail Loans    -                    -                    -                100%    -                

Total Claims on Retail    -                    -                    -                     -                   -                

7. Past Due Loans 
7.1 Specific Provision less than 20%    -                    -                    -                150%    -                
7.2 Specific Provision greater than or equal to 20% 
(but less than 50%)    -                    -                    -                100%    -                

7.3 Specific Provision greater than or equal to 50%    -                    -                    -                50%    -                

Total Past Due Loans    -                    -                    -                     -                   -                

8. Equity Investments
8.1 Investments in Banks, FIs and Insurance where 
ownership is <10% - amounts below threshold

Listed    -                    -                    -                100%    -                
Unlisted    -                    -                    -                150%    -                

8.2 Investments in Banks, FIs and Insurance where 
ownership is >10% - amounts below threshold    -                    -                    -                250%    -                

8.3 Investments in Commercial Entities - amounts 
below threshold

Listed    -                    -                    -                100%    -                
Unlisted    -                    -                    -                150%    -                

8.4 Investments in Commercial Entities - amount 
above threshold    -                    -                    -                1250%    -                

Total Equity Investments    -                    -                    -                     -                   -                

9. Real Estate Exposures
9.1 Exposures wherein 3 year period has not expired    -                    -                    -                100%    -                
9.2 Exposures wherein 3 year period has expired - 
Bank has control    -                    -                    -                187.5%    -                

9.2 Exposures wherein 3 year period has expired - 
Bank does not have control    -                    -                    -                400.0%    -                

Total Real Estate Exposures    -                    -                    -                     -                   -                

9. Other Assets
9.1 Cash on hand - local and foreign currency    -                    -                    -                0%    -                
9.2 Gold     -                    -                    -                0%    -                



Table 3 - Credit Risk: Credit RWAs QAR '000s

9.3 Cash items under collection    -                    -                    -                20%    -                
9.4 Others    -                    -                    -                100%    -                

Total Other Assets    -                    -                    -                     -                   -                

10. Securitization and Re-securitization 
Exposures

10.1  Securitization Exposures - Long Term
AAA to AA-    -                    -                    -                20%    -                
A+ to A-    -                    -                    -                50%    -                
BBB+ to BBB-    -                    -                    -                100%    -                
BB+ to BB-    -                    -                    -                350%    -                
BB+ to BB- (if originator)    -                    -                    -                1250%    -                
B+ and below or Unrated    -                    -                    -                1250%    -                

10.2  Securitization Exposures - Short Term
A-1/P-1    -                    -                    -                20%    -                
A-2/P-2    -                    -                    -                50%    -                
A-3/P-3    -                    -                    -                100%    -                
All other ratings or unrated    -                    -                    -                1250%    -                

Total Securitization Exposures    -                    -                    -                     -                   -                
10.3  Re-securitization Exposures - Long Term

AAA to AA-    -                    -                    -                40%    -                
A+ to A-    -                    -                    -                100%    -                
BBB+ to BBB-    -                    -                    -                225%    -                
BB+ to BB-    -                    -                    -                650%    -                
BB+ to BB- (if originator)    -                    -                    -                1250%    -                
B+ and below or Unrated    -                    -                    -                1250%    -                

10.4  Re-securitization Exposures - Short Term
A-1/P-1    -                    -                    -                40%    -                
A-2/P-2    -                    -                    -                100%    -                
A-3/P-3    -                    -                    -                225%    -                
All other ratings or unrated    -                    -                    -                1250%    -                

Total Re-securitization Exposures    -                    -                    -                     -                   -                
Total Securitization and Re-securitization 
Exposures    -                    -                    -                     -                   -                

TOTAL BANKING BOOK    -                 

TOTAL TRADING BOOK 

TOTAL ASSETS 

   -                

-                  

Notes:
1.  These are the same amounts as in "Table 1a"and "Table 1b" (for securitization exposures) for On Balance Sheet Exposures corresponding to each 
asset category and subcategory for credit risk.

2. This is the total of the credit equivalent amounts for Off Balance Sheet in "Table 2a" and "Table 2b" (for securitization exposures) for each asset 
category and subcategory for credit risk.

3.  Include the amount of eligible CRM (aggregate the eligible amount to each asset category / subcategory for credit risk) based on the guidelines 
outlined in Section 4.1.5 for Credit Risk Mitigation.

RWAs for failed trades and DvP / PvP transactions Note 7

5.  Include the total CCR RWAs based on the CEM for OTC derivatives. Refer to Section 4.1.3. 

Credit RWAs for On and Off Balance Sheet (except derivatives) Note 4
RWAs for Counterparty Credit Risk (CCR) based on the Current Exposure Method (CEM) 
for OTC derivatives Note 5
RWAs for Credit Valuation Adjustment (CVA) risk for OTC derivatives Note 6

Total Credit RWAs Note 8

4. This is the total of the RWAs calculated above for exposures included the asset categories for credit risk under Tables 1a, 1b, 2a, 2b and 3 (i.e. 
credit RWAs for banking book exposures other than derivatives).



Table 3 - Credit Risk: Credit RWAs QAR '000s

8.  This is the total credit RWAs (i.e. including all on and off balance sheet exposures in the banking book, all OTC derivatives subject to CCR and 
CVA risk charge and failed trades / DvP transactions).

6. Include the total CVA RWAs for OTC derivatives. Refer to Section 4.1.3.
7.  Refer to Section 4.1.4.



Table 4(a) Market Risk: Interest Rate Risk QAR '000s

Specific Risk Note 1 - Refer to Section 4.3.1 paragraph 245 to 252

Risk Rating Period to 
Maturity Position Risk Weight Capital 

Charge

State of Qatar 
by local currency 0.00% 0
Government by 
local currency 0.00% 0

0.00% 0
0 to 6 months 0.25% 0
6 to 24 months 1.00% 0
over 24 months 1.60% 0

8.00% 0
12.00% 0

8.00% 0
0 to 6 months 0.25% 0
6 to 24 months 1.00% 0
over 24 months 1.60% 0

1.60% 0
4.00% 0
8.00% 0

12.00% 0
8.00% 0
1.60% 0
4.00% 0
8.00% 0

28.00% 0
100.00% 0

3.20% 0
4.00% 0

18.00% 0
52.00% 0

100.00% 0
0

0

General Interest Rate Risk (Maturity Method) Note 2 - 6 (refer to Section 4.3.1 paragraph 253 to 258)

Cpn >=3% Cpn <3% Long Short Long Short Matched Unmatched Matched Unmatched Matched Matched
A D E F G (DxF) H (ExF) I J K L M N

1 <= 1 mth <= 1 mth 0.00% 0 0 0 0
  >1-3 mths >1-3 mths 0.20% 0 0 0 0 40% X1
>3-6 mths >3-6 mths 0.40% 0 0 0 0 0 0

>6-12 mths >6-12 mths 0.70% 0 0 0 0
Short 0
Long 0 40%

0
2 >1-2 yrs >1-1.9 yrs 1.25% 0 0 0 0 30% X2 Y1 100%

>2-3 yrs >1.9-2.8 yrs 1.75% 0 0 0 0 0 0 0
>3-4 yrs >2.8-3.6 yrs 2.25% 0 0 0 0 Y3

Short 0
Long 0 40%

0
3 >4-5 yrs >3.6-4.3 yrs 2.75% 0 0 0 0 Y2

>5-7 yrs >4.3-5.7 yrs 3.25% 0 0 0 0
>7-10 yrs >5.7-7.3 yrs 3.75% 0 0 0 0

>10-15 yrs >7.3-9.3 yrs 4.50% 0 0 0 0
>15-20 yrs >9.3-10.6 yrs 5.25% 0 0 0 0

>20 yrs >10.6-12 yrs 6.00% 0 0 0 0 30% X3
>12-20 yrs 8.00% 0 0 0 0 0 0

>20 yrs 12.50% 0 0 0 0
Short 0
Long 0

Total 0 0 0 10% 0 100%

0

Total Interest Rate Capital Charge 0
Total Interest Rate RWAs (capital charge * 12.5) 0

1. Include debt instruments and certain derivatives as outlined in Section 4.3.1. Include the delta equivalent of options when using the Delta Plus Method (refer to Section 4.3.5).
2. Include debt instruments and certain derivatives as outlined in Section 4.3.1. Include the delta equivalent of options when using the Delta Plus Method (refer to Section 4.3.5).

BBB+  to  BBB-
BB+ to BB-

Below BB- or Unrated

Qualifying

AAA to A-

AAA to BBB

BBB+  to  BB-
Below  BB-

Unrated

AAA to AA-
A+ to A-

Others

Securitization 
Exposures

AAA to AA-
A+ to A-

Table 4(a) Interest Rate Risk

Government by 
foreign currency

AAA to AA-

A+ to BBB-

BB+  to  B-
Below  B-
Unrated

Total Specific Capital Charge 

By Band By Zone Between ZonesWeighting 
factor

General market risk charge is

4. 40% of the lower of absolute short or long position within Zone 1, 30% within Zone 2 and 30% within Zone 3

Re-
Securitization 
Exposures

AAA to AA-

Total

Zone Maturity band Individual net positions

GUIDANCE FOR COMPUTING MARKET RISK CHARGE

3. 10% of the total absolute value short or long position in each time period   (Vertical Disallowance )

 Weighted net 
positions 

A+ to A-
BBB+  to  BBB-

BB+ to BB-
Below BB- or Unrated



Table 4(a) Market Risk: Interest Rate Risk QAR '000s

5. 40% of the lowest absolute short or long position between adjacent Zones                                                                                      (Horizontal Disallowance)
6. 100% of the lowest absolute short or long position between Zone 1 and Zone 3



Table 4(b) Market Risk: Equity Position Risk QAR '000s

Equity Position Risk  Note 1 - Refer to Section 4.3.2

Position Risk 
Charge

Capital 
Requirement

8% 0 (a)
8% 0 (b)

20% 0 (c)
0 (a)+(b)+(c)
0

3. This is the sum of items (a), (b) and (c)

2. This is the aggregate amount of investments in the capital of banking, securities, insurance and other financial entities wherein the 
reporting bank owns >10% of the investee's common share capital. The amount to include here is the amount that is not deducted that 
relates to the trading book. Refer to paragraph 80 to 84.

II. General Risk

GUIDANCE FOR COMPUTING MARKET RISK CHARGE

Table 4(b) Equity Position Risk

Risk Type

I. Specific Risk

III. Investments in Banks, FIs and Insurance where ownership is >10% 
- amounts below threshold that are in the trading book Note 2

1. At market value, where the specific represents total positions, and general represent total net potions. This should be included in a 
separate sheet.

Total Equity Capital Charge Note 3 
Total Equity RWAs (capital charge * 12.5) 



Table 4(c) Market Risk: Foreign Exchange Risk QAR '000s

(A) (B)

(C) 0
Euro (D) 0
Pds. Stg. (E) 0
Gulf currencies non pegged to the dollar (F) 0
All Others 0

0
Gold Note 2

1. Include the net open position for each currency. If the net open position is long, include as a positive amount, if the net open
position is short, include as negative amount. Add a separate row for each currency. Refer to Section 4.3.3 for details.

3. This is the sum of all amounts in column (B) that are long / positive net open positions.
4. This is the sum of all amounts in column (B) that are short / negative net open positions.

Table 4(c) Foreign Exchange (FX) Risk - Refer to Section 4.3.3

2. Position in gold should be added irrespective of the sign.

Sum of Net Open Positions (Long) Note 3

Absolute value of position in Gold

Sum of Net Open Positions (Short) Note 4
Greater of (C) or Absolute value of (D)

Capital requirement for FX Risk = ( (E)+(F) )* 8%

Foreign Currency Net Open 
Position Note 1

GUIDANCE FOR COMPUTING MARKET RISK CHARGE

RWAs for FX Risk (capital charge * 12.5)



Table 4(d) Market Risk: Commodity Risk QAR '000s

Table 4(d) Commodities Risk - Refer to Section 4.3.4

Simplified Approach: (A) (B) (C) (D) (E) (F)

A + [B] A + B C x 3% D x 15%
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0

0 0 0 0 0 0

0
0

Note:

Maturity Ladder Approach:

Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0

Silver
Crude Oil

Total RWAs for Commodities based on the Simplified Approach (capital charge * 12.5)

 Platinum

Crude Oil Natural GasSilver

Natural Gas
Other (mention each commodity separate

TOTAL

Total Capital Charge for Commodities based on the Simplified Approach

Commodity
Long 

position
Short 

position
Gross 

Position
Net 

Position

Capital 
charge on 

Gross 
Position

Capital 
charge on 

Net 
Position

(1)   General market risk charge to be applied as per risk weights according to time bands (maturity) in Table 4(a) for 
General Interest Rate Risk.
(2)   Each item should be treated separately. 

Others Note (1)
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Commodities  Platinum



Table 4(d) Market Risk: Commodity Risk QAR '000s

Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0
Capital charge for carryover to 
next maturity band at carry 
forward rate (0.6%) 0 0 0 0 0 0 0
Long Position
Short Position
Matched 0 0 0 0 0 0 0
Unmatched 0 0 0 0 0 0 0
Capital charge for matched at 
spread rate (1.5%) 0 0 0 0 0 0 0

Capital charge for net long or 
short unmatched position (15%) 0 0 0 0 0 0 0

0 0 0 0 0 0 0
0

0
Note:

Total RWAs for all commodities (capital 
charge * 12.5)

Capital Charge for each commodity
Total Capital Charge for all commodities

(1)   Each item should be treated separately. Add columns if required.
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Table 4(e) Market Risk: Options Risk QAR '000s

Table 4(e) Options Risk - Refer to Section 4.3.5

Simplified Approach:

C D E F G
H=(C*(D+E

)) - G I J = H + G

0.00% 0 0
0.25% 0 0
1.00% 0 0
1.60% 0 0
8.00% 0 0
12.00% 0 0

Equity risk 8.00% 8.00% 0 0
Foreign exchange risk 0.00% 8.00% 0 0
Commodity risk 0.00% 15.00% 0 0
TOTAL 0 0 0 0 0

0.00% 0 0
0.25% 0 0
1.00% 0 0
1.60% 0 0
8.00% 0 0
12.00% 0 0

Equity risk 8.00% 8.00% 0 0
Foreign exchange risk 0.00% 8.00% 0 0
Commodity risk 0.00% 15.00% 0 0
TOTAL 0 0 0 0 0

0 0 0 0
0

1. General market risk charge to be applied as per risk weights according to time bands (maturity) in table 4(a) for General Interest Rate Risk

Delta Plus Method Note 2 - Refer to Section 4.3.5 paragraph 284 to 287 :
Category Delta Risk Note 3 Gamma 

Impact 
Vega Risk 

Note 5
Interest Rate
Foreign Exchange
Equity
Commodity
Total 0 0

0

0

The 
amount the 
option is in 
the money

The capital 
charge for 

security 
contracts

The capital 
charge 

Long call 
& Long put

Total 
capital 
chargeSpecific GeneralPosition Type of exposure to risk

The 
market 
value of 

the 

Risk charge The 
market 
value of 

the option

Long cash & 
Long put OR 
Short cash & 

Long call

Interest rate risk  Note 
(1)

GUIDANCE FOR COMPUTING MARKET RISK CHARGE

5. This is the total Vega risk for each category. Note that the "Category" in the table above is not the same as "Underlying Type" as defined in Section 4.3.5 paragraph 
287. Refer to Section 4.3.5 for further details.

2. Banks that solely use purchased options are not required to use the Delta Plus Method. Banks that write / sell options must use the Delta Plus Method unless written 
option positions are hedged by perfectly matched long positions in exactly the same options. In that situation no capital charge for market risk is required in respect of 
those matched positions and the bank is not required to use the Delta Plus Method. Refer to Section 4.3.5 paragraph 278 to 282.

   Long call & 
Long put

Interest rate risk  Note 
(1)

TOTAL CAPITAL CHARGE

Total RWAs for Gamma and Vega Risk (capital 
charge*12.5)

TOTAL RWAs (capital charge*12.5)

GUIDANCE FOR COMPUTING MARKET RISK CHARGE

3. Delta Risk is not included in this table. For delta risk, banks must include the delta weighted exposure in the relevant market risk category (e.g. interest rate risk, 
equity position risk, FX risk or commodity risk). Refer to Section 4.3.5 paragraph 284 to 286.

4. This is the total Gamma impact for each category. Note that the "Category" in the table above is not the same as "Underlying Type" as defined in Section 4.3.5 
paragraph 287. Refer to Section 4.3.5 for further details.

Total capital charge for Gamma and Vega Risk



Table 5 - Operational Risk QAR 000s
Table 5 Operational Risk - Refer to Section 4.4

Computation of Operational Risk Capital Charge

Sl.No Details of Gross Income (QAR 000s)
Year 3 Year2 Last Year 

3 yrs 
Average 

GI

1 Net Profit
2 Add Provisions & Contingencies
3 Add Operating Expenses
4 Add Interest in suspense during the year
5 Less Realized profits / losses from securities in the banking book
6 Less Income derived from Insurance
7 Less Extraordinary or irregular items of income

8
Less Any collection from previously written-off loans or income 
derived from disposal of real estate etc. during the year under 
reference

9 TOTAL GI 0 0 0 0
10 Operational Risk Capital 0

Note:

Refer to Section 4.4 for further details.

The above template is based on the definition of Gross Income = Net Profit (+) Provisions & Contingencies (+) 
Interest in suspense during the year (+) Operating Expenses (-) Realized Profit / losses from securities in the 
banking book (-) income from insurance activities (-) Extraordinary or irregular items of income (-) collections of 
previously written-off loans (-) income from disposal of items of real estate etc.



Table 6 - Capital Adequacy QAR 000s

Table 6 Capital Adequacy 

1) Common Equity Tier 1 (CET1) Capital

Item Amount Reference

Ordinary shares Note 1

Share premium Note 2

Retained earnings -               Note 3

Retained profit/loss brought forward from the previous financial year Refer to paragraph 34 to 35

Less: Interim and/or final dividend declared Refer to paragraph 35

Less: Dividend paid in the current financial year Refer to paragraph 35

Less: Interim losses Refer to paragraph 35

Other disclosed reserves -               Note 4

Legal reserve

General reserve

Risk reserve (100%)

Fair valuation reserve (100%)

Asset revaluation reserve (100%)

All other disclosed reserves Note 5
Eligible amount of minority interest and other capital issued out of consolidated subsidiaries 
that is held by third parties that can be included in CET 1 (not applicable for solo level 
reporting)

Refer to Section 3.1.6

CET1 Capital (prior to regulatory deductions) -               

Regulatory deductions applied in the calculation of CET1 Capital -               
Unconsolidated majority owned or controlled banking, securities and other financial entities Note 6

Capital shortfall of non-consolidated subsidiaries Refer to paragraph 4

Goodwill and other intangibles (except mortgage servicing rights) Refer to Section 3.1.7

Deferred tax assets (excluding temporary differences only), net of related deferred tax liabilities Refer to Section 3.1.7

Cash flow hedge reserve Refer to Section 3.1.7

Gain on sale related to securitization transactions (expected future margin income) Refer to Section 3.1.7

Cumulative gains and losses due to changes in own credit risk on fair valued liabilities Refer to Section 3.1.7

Defined benefit pension fund assets Refer to Section 3.1.7

Investments in own CET1 (treasury stock) Note 7 - Refer to Section 3.1.7

Reciprocal cross holdings in CET1 of banking, financial and insurance entities Refer to Section 3.1.7

CET1 Capital (after regulatory deductions above) -               
Deduction from CET1 for investments in the capital of banking, financial and insurance 
entities where the bank does not own more than 10% of the issued common share capital of the 
entity (amount above the threshold that is required to be deducted from CET1)

Refer to paragraph 76 to 79

Deduction from CET1 arising from deductions to AT1 and / or T2 where AT1 and / or T2 
capital were insufficient. Note 8

Total Common Equity Tier 1 capital after the regulatory deductions above -               
Threshold deductions: 
1) Deduction from CET1 for investments in the capital of banking, financial and insurance 
entities where the bank owns more than 10% of the issued common share capital of the entity 
(amount above the threshold / amount required to be deducted from CET1)

Refer to paragraph 80 to 84

2) Mortgage servicing rights (amount above the threshold) Refer to paragraph 80 to 84

3) Deferred tax assets arising from temporary differences (amount above the threshold) Refer to paragraph 80 to 84

Common Equity Tier 1 capital -               

2) Tier 1 Capital

A. Components of Eligible Capital



Table 6 - Capital Adequacy QAR 000s

Item  Amount Reference

Common Equity Tier 1 capital -               

Eligible Additional Tier 1 (AT1) capital instruments Refer to Section 3.1.3

Share premium resulting from the issue of eligible AT1 capital instruments Refer to Section 3.1.3
Eligible amount of minority interest and other capital issued out of consolidated subsidiaries 
that is held by third parties that can be included in AT1  (not applicable for solo level 

Refer to Section 3.1.6

Regulatory deductions applied in the calculation of Additional Tier 1 Capital -               

Investments in own AT1 capital Note 9 - Refer to Section 3.1.7

Reciprocal cross holdings in AT1 of banking, financial and insurance entities Refer to Section 3.1.7
Deduction from AT1 for investments in the capital of banking, financial and insurance entities 
where the bank does not own more than 10% of the issued common share capital of the entity 
(amount above the threshold that is required to be deducted from AT1)

Refer to paragraph 76 to 79

Deduction from AT1 for investments in the capital of banking, financial and insurance entities 
where the bank owns more than 10% of the issued common share capital of the entity (amount 
required to be deducted from AT1)

Refer to paragraph 80 to 84

Deduction from AT1 arising from deductions to T2 where T2 capital was insufficient.

Additional Tier 1 Capital -               

Tier 1 Capital -               

3) Total Capital

Item  Amount Reference

Tier 1 Capital -               

Eligible Tier 2 (T2) capital instruments Refer to Section 3.1.4

Share premium resulting from the issue of eligible T2 capital instruments Refer to Section 3.1.4
Eligible amount of minority interest and other capital issued out of consolidated subsidiaries 
that is held by third parties that can be included in T2  (not applicable for solo level reporting)

Refer to Section 3.1.6

Eligible General Provisions / General Loan Loss Reserves Refer to Paragraph 45

Regulatory deductions applied in the calculation of Tier 2 Capital -               

Investments in own T2 capital Note 10 - Refer to Section 3.1.7

Reciprocal cross holdings in T2 of banking, financial and insurance entities Refer to Section 3.1.7
Deduction from T2 for investments in the capital of banking, financial and insurance entities 
where the bank does not own more than 10% of the issued common share capital of the entity 
(amount above the threshold that is required to be deducted from T2)

Refer to paragraph 76 to 79

Deduction from T2 for investments in the capital of banking, financial and insurance entities 
where the bank owns more than 10% of the issued common share capital of the entity (amount 
required to be deducted from T2)

Refer to paragraph 80 to 84

Tier 2 Capital -               

Total Eligible Capital -               

Item Amount Reference

Total Credit Risk Weighted Assets -               Note 11

Total Market Risk Weighted Assets -               Note 12

Total Operational Risk Weighted Assets -               Note 13

Total Risk Weighted Assets -               

B. Risk Weighted Assets

C. Capital Adequacy Ratio



Table 6 - Capital Adequacy QAR 000s

Item Required 
(%) Actual (%)

Minimum CET1 ratio 6% 0%

Minimum T1 capital  ratio 8% 0%

Minimum Total capital ratio 10% 0%

Minimum CET1 plus Capital Conservation Buffer 8.50% 0%

Minimum T1 plus Capital Conservation Buffer 10.50% 0%

Minimum Total Capital plus Capital Conservation Buffer 12.50% 0%

Notes:
1. Common shares issued by the bank that meet criteria for classification as common shares for regulatory purposes as per Section 3.1.2
2. Share premium resulting from the issuance of ordinary shares. Refer to paragraph 34 for details.
3. This should be the full amount prior to the application of all deductions.
4. This should be the full amount prior to the application of all deductions. If gain, report as positive and if loss, report as negative.
5. Refer to paragraph 34. Add a separate row for each disclosed reserve.

11. This is the total credit RWAs from "Table 3 - Credit RWAs"
12. This is the total market RWAs calculated as 12.5 multiplied by the sum of the capital charges for market risk in Tables 4(a) to 4(e)
13. This is the total operational RWAs calculated as 12.5 multiplied by the capital charge for operational risk in "Table 5 - Operational Risk"

9. As explained in Note 7.
10. As explained in Note 7.

6. For solo level reporting, this would include all subsidiaries. Refer to paragraph 4 and paragraph 7 for further details. 
7. Note that if treasury shares were not included in the "Ordinary shares" amount entered above, the bank need not deduct the amount here as this would lead to a double 
counting / deduction.
8. As an example, if a deduction of QAR 100mn is to be applied to AT1, and the actual AT1 capital before the deduction is QAR 40mn, then the additional QAR 60mn 
should be deducted from CET1. Include that amount here (i.e. the QAR 60mn in the example).
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